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ABSTRACT: This study investigates the complex relationships between firm resources, innovation, foreign ownership, and firm 

performance in the context of Vietnam's emerging market. Using a comprehensive dataset of 17,430 firm-year observations from 

1,245 manufacturing firms across Vietnam for the period 2010 to 2023, we employ system GMM estimation to address potential 

endogeneity concerns. Our findings reveal non-linear effects of firm resources and foreign ownership on performance, measured 

by both ROA and Tobin's Q. Specifically, we observe inverted U-shape relationships for human capital and foreign ownership, 

diminishing returns for physical capital, and a positive squared term for R&D intensity. Moreover, we find that foreign ownership 

positively moderates the effects of firm resources on performance. These results are robust to alternative measures and subgroup 

analyses. Our study contributes to the literature by providing a nuanced understanding of firm performance drivers in Vietnam's 

unique institutional context, extending the applicability of resource-based and knowledge-based views to this emerging market. 

The findings offer valuable insights for managers and policymakers in Vietnam, highlighting the importance of balanced resource 

allocation, strategic innovation investments, and the potential benefits of foreign ownership in enhancing firm performance. 
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1. INTRODUCTION 

In an era of rapid globalisation and technological advancement, the interplay between foreign ownership, innovation dynamics, 

and firm performance has emerged as a critical area of inquiry in international business and strategic management research 

(Buckley and Casson, 2020). This nexus is particularly salient in emerging economies, where the influx of foreign direct investment 

(FDI) has been heralded as a catalyst for economic growth and technological progress (Narula and Pineli, 2019). However, the 

mechanisms through which foreign ownership influences innovation and, consequently, firm performance remain incompletely 

understood, presenting a significant gap in our theoretical and empirical knowledge. 

The resource-based view (RBV) of the firm provides a compelling theoretical lens through which to examine this complex 

relationship (Barney, 1991; Teece, 2019). By conceptualising firms as bundles of heterogeneous resources and capabilities, the RBV 

offers a framework for understanding how foreign ownership might contribute to the development of unique, valuable, and 

difficult-to-imitate resources that drive innovation and enhance performance. Yet, the application of RBV in the context of foreign 

ownership and innovation dynamics, particularly in emerging markets, remains underexplored (Cui et al., 2016). 

This study aims to address this gap by unveiling the intricate nexus between foreign ownership, innovation dynamics, and firm 

performance through a resource-based lens. Our research is motivated by several key factors that underscore its necessity and 

potential contributions to the field. Firstly, while previous studies have examined the direct effects of foreign ownership on firm 

performance (e.g., Douma et al., 2006), or the relationship between innovation and performance (e.g., Azar and Ciabuschi, 2017), 

few have comprehensively investigated the mediating role of innovation dynamics in the foreign ownership-performance 

relationship. By doing so, this study promises to provide a more nuanced understanding of the mechanisms through which foreign 

ownership influences firm outcomes. Secondly, by grounding our analysis in the RBV, we aim to extend the theoretical application 

of this perspective to the realm of international business and innovation studies. This approach allows us to explore how foreign 

ownership contributes to the development of unique resource configurations that foster innovation and drive performance, 

thereby enriching our theoretical understanding of the RBV in a global context (Peng et al., 2021). Thirdly, our focus on innovation 
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dynamics, rather than static measures of innovation, represents a novel approach that captures the evolutionary and adaptive 

nature of firms' innovative activities. This dynamic perspective aligns with recent calls in the literature for more process-oriented 

approaches to studying innovation in international contexts (Kafouros et al., 2018). 

The potential contributions of this study are manifold. From a theoretical standpoint, we aim to develop a more comprehensive 

framework that integrates insights from international business, innovation studies, and strategic management to explain the 

complex relationships between foreign ownership, innovation, and performance. This interdisciplinary approach promises to yield 

new theoretical insights and pave the way for future research at the intersection of these fields. Empirically, our study will provide 

robust evidence on the nature and strength of the relationships between our key constructs, offering valuable insights for both 

scholars and practitioners. By focusing on an emerging market context, we also contribute to the growing body of literature that 

seeks to understand the unique dynamics of innovation and firm performance in developing economies (Luo et al., 2011). From a 

practical perspective, our findings have the potential to inform managerial decision-making and policy formulation. For managers, 

understanding the mechanisms through which foreign ownership influences innovation and performance can guide strategies for 

resource allocation and capability development. For policymakers, insights from this study can inform the design of policies aimed 

at attracting foreign investment and fostering innovation-led growth. 

In conclusion, by unveiling the nexus between foreign ownership, innovation dynamics, and firm performance through a resource-

based lens, this study addresses a critical gap in our understanding of how firms in emerging markets leverage foreign ownership 

to drive innovation and enhance performance. The theoretical sophistication, methodological rigour, and practical relevance of 

this research position it to make significant contributions to both scholarly discourse and managerial practice in the field of 

international business and strategic management. 

 

2. LITERATURE REVIEW AND THEORETICAL FRAMEWORK 

2.1. Theoretical Foundation: The Resource-Based View 

2.1.1. Core principles of RBV 

The Resource-Based View (RBV) has emerged as a dominant theoretical framework in strategic management and international 

business research since its inception in the 1980s and 1990s (Wernerfelt, 1984; Barney, 1991). At its core, the RBV posits that firms 

can achieve sustainable competitive advantage through the possession and effective utilisation of resources and capabilities that 

are valuable, rare, inimitable, and non-substitutable (VRIN) (Barney, 1991). This perspective shifts the focus from external industry 

factors to internal firm-specific resources as the primary drivers of competitive advantage and superior performance. Barney (1991) 

articulated the key assumptions and principles of the RBV, emphasising that firms within an industry may be heterogeneous with 

respect to the strategic resources they control, and that these resources may not be perfectly mobile across firms. This 

heterogeneity and imperfect mobility form the basis for sustained competitive advantage. Resources, in this context, are broadly 

defined to include all assets, capabilities, organisational processes, firm attributes, information, and knowledge controlled by a 

firm that enable it to conceive of and implement strategies that improve its efficiency and effectiveness (Barney, 1991). 

The VRIN framework provides a set of criteria for assessing the potential of resources to generate sustainable competitive 

advantage. Valuable resources enable a firm to implement strategies that improve its efficiency and effectiveness. Rare resources 

are not simultaneously available to a large number of firms. Inimitable resources cannot be easily duplicated by competitors due 

to unique historical conditions, causal ambiguity, or social complexity. Non-substitutable resources have no strategically equivalent 

alternatives (Barney, 1991; Peteraf, 1993). 

Building on these foundations, scholars have extended the RBV to incorporate dynamic aspects of resource development and 

deployment. Teece et al. (1997) introduced the concept of dynamic capabilities, defined as the firm's ability to integrate, build, 

and reconfigure internal and external competences to address rapidly changing environments. This extension of the RBV 

emphasises the importance of not just possessing resources, but also the capability to continually adapt and renew the resource 

base in response to environmental changes. 

2.1.2. RBV in the context of international business 

The application of RBV in international business research has provided valuable insights into the strategies and performance of 

multinational enterprises (MNEs) and firms engaged in cross-border activities. Peng (2001) argued that the resource-based view 

offers a unifying paradigm for international business strategy research, providing a theoretical foundation for understanding how 

firms leverage their resources and capabilities across international markets. 

In the context of international business, the RBV has been particularly useful in explaining the motivations and outcomes of foreign 

direct investment (FDI). Firms engaging in FDI are seen as leveraging their unique resources and capabilities in foreign markets to 

achieve competitive advantage (Madhok, 1997). This perspective aligns with internalisation theory, which posits that firms expand 
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internationally to exploit firm-specific advantages and to internalise transactions within the firm hierarchy (Buckley and Casson, 

1976). The RBV has also been instrumental in understanding the performance differentials among MNEs and between MNEs and 

domestic firms. Tallman (1991) applied the RBV to explain how firm-specific resources contribute to the international 

diversification and performance of MNEs. Similarly, Kogut and Zander (1993) used a knowledge-based extension of the RBV to 

explain the transfer of organisational capabilities within MNEs and across borders. Furthermore, the RBV has informed research 

on the impact of foreign ownership on firm performance. Foreign-owned firms are often viewed as possessing superior resources 

and capabilities transferred from their parent companies, which can contribute to enhanced performance in host country markets 

(Dunning, 1988). However, the realisation of these potential advantages depends on the firm's ability to effectively transfer and 

deploy these resources in the local context (Kostova and Roth, 2002). 

In summary, the Resource-Based View provides a robust theoretical foundation for examining the relationships between foreign 

ownership, firm resources, innovation, and performance in international business contexts. Its emphasis on firm-specific resources 

and capabilities as sources of competitive advantage offers a valuable lens through which to analyse how foreign ownership might 

influence a firm's resource base, innovation dynamics, and ultimately, its performance outcomes. 

2.2. Firm Performance as a Dependent Variable 

2.2.1. Conceptualizing and measuring firm performance 

Firm performance is a central construct in strategic management and international business research, serving as a critical 

dependent variable in numerous studies (Richard et al., 2009). The conceptualization and measurement of firm performance, 

however, remain subjects of ongoing debate and refinement in the literature. Performance is inherently multidimensional, 

encompassing various aspects of organizational effectiveness and efficiency (Venkatraman and Ramanujam, 1986). Researchers 

have employed a wide array of measures to capture firm performance, broadly categorized into financial and non-financial 

indicators. Financial measures, such as return on assets (ROA), return on equity (ROE), and Tobin's Q, are widely used due to their 

objectivity and comparability across firms and industries (Gentry and Shen, 2010). Non-financial measures, including market share, 

innovation output, and customer satisfaction, offer complementary insights into a firm's competitive position and long-term 

viability (Kaplan and Norton, 1996). 

In the context of international business, researchers have also considered country-specific performance measures and made efforts 

to ensure cross-national comparability. For instance, Hult et al. (2008) emphasized the importance of using multiple performance 

measures and considering the cultural and institutional contexts when assessing firm performance across different countries. 

2.2.2. Determinants of firm performance: An overview 

The determinants of firm performance have been a central focus of strategic management research, with scholars drawing on 

various theoretical perspectives to explain performance differentials among firms. The Resource-Based View (RBV) posits that firm-

specific resources and capabilities are primary drivers of superior performance (Barney, 1991). This perspective emphasizes the 

role of valuable, rare, inimitable, and non-substitutable resources in creating sustainable competitive advantage. Industry-based 

views, exemplified by Porter's (1980) five forces framework, highlight the importance of industry structure and a firm's positioning 

within its competitive environment as determinants of performance. The dynamic capabilities perspective (Teece et al., 1997) 

extends the RBV by emphasizing the role of a firm's ability to reconfigure its resource base in response to environmental changes. 

In the international business context, additional factors come into play. Multinationality, or the degree of international 

diversification, has been examined as a potential determinant of firm performance, although findings have been mixed (Contractor 

et al., 2003). Institutional factors, including the quality of host country institutions and the institutional distance between home 

and host countries, have also been shown to influence the performance of multinational enterprises (Kostova and Zaheer, 1999). 

Other important determinants identified in the literature include firm size, age, ownership structure, and strategic orientations 

such as entrepreneurial orientation and market orientation (Rauch et al., 2009). Innovation capabilities and R&D intensity have 

also been recognized as crucial drivers of firm performance, particularly in technology-intensive industries (Artz et al., 2010). 

2.2.3. Firm performance in panel data studies 

Panel data studies have become increasingly prevalent in firm performance research, offering several advantages over cross-

sectional analyses. The use of panel data allows researchers to control for unobserved heterogeneity among firms, reduce 

collinearity among variables, and examine dynamic relationships over time (Hsiao, 2014). 

In the context of international business, panel data studies have been particularly valuable in examining the performance 

implications of internationalization strategies. For instance, Contractor et al. (2003) used panel data to investigate the S-curve 

relationship between multinationality and performance, demonstrating how the performance effects of internationalization may 

vary over different stages of expansion. 
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Panel data analyses have also been instrumental in studying the lagged effects of various determinants on firm performance. For 

example, Artz et al. (2010) used panel data to examine the time-lagged effects of R&D spending and patent output on firm 

performance, revealing complex temporal relationships between innovation inputs, outputs, and financial performance. Moreover, 

panel data studies have enabled researchers to disentangle the effects of firm-specific factors from industry and country effects 

on performance. Chang and Singh (2000) used panel data to decompose variance in firm performance, highlighting the relative 

importance of firm, industry, and corporate-parent effects over time. The use of panel data in firm performance studies also allows 

for more sophisticated econometric techniques, such as fixed-effects and random-effects models, which can address endogeneity 

concerns and provide more robust estimates of the relationships between various determinants and firm performance 

(Wooldridge, 2010). 

2.3. Firm Resources and Firm Performance 

2.3.1. Types of firm resources 

The Resource-Based View (RBV) posits that firm resources are fundamental to achieving and sustaining competitive advantage, 

which in turn leads to superior firm performance (Barney, 1991). Firm resources encompass a wide array of tangible and intangible 

assets that companies can leverage to implement their strategies. Barney (1991) categorized these resources into three main types: 

physical capital resources, human capital resources, and organizational capital resources. 

Physical capital resources include tangible assets such as plants, equipment, geographic location, and access to raw materials 

(Williamson, 1975). Human capital resources comprise the skills, judgment, and intelligence of the firm's employees (Becker, 1964). 

Organizational capital resources include the firm's formal reporting structure, planning, controlling, and coordinating systems, as 

well as informal relations among groups within the firm and between the firm and its environment (Tomer, 1987). 

In empirical studies, researchers have operationalized firm resources using various proxies. For physical capital resources, common 

measures include fixed assets, capital expenditure, and property, plant, and equipment (PP&E) (Dutta et al., 2005). Human capital 

resources are often proxied by measures such as employee education levels, training expenditures, and labor productivity (Crook 

et al., 2011). Organizational capital resources, being more intangible, are typically captured through measures like organizational 

culture strength, managerial capabilities, or patent stocks (Hall, 1992). 

2.3.2. Resource heterogeneity and firm performance 

A central tenet of the RBV is that resource heterogeneity among firms is a key driver of performance differentials (Peteraf, 1993). 

This heterogeneity arises from the unique historical conditions of each firm, causal ambiguity in resource development, and social 

complexity in organizational processes (Barney, 1991). Empirical studies have provided substantial support for the link between 

resource heterogeneity and firm performance across various contexts. 

For instance, Newbert (2008) found that the value and rareness of resources were positively related to competitive advantage and 

performance. In the context of multinational enterprises, Fang et al. (2007) demonstrated that firm-specific advantages derived 

from heterogeneous resources significantly influenced the performance of foreign subsidiaries. Similarly, Krasnikov and 

Jayachandran (2008) conducted a meta-analysis showing that capabilities, which are rooted in firm-specific resources, have a 

stronger impact on firm performance than tangible assets. 

The impact of resource heterogeneity on performance is particularly evident in knowledge-intensive industries. For example, 

DeCarolis and Deeds (1999) found that organizational knowledge resources, measured by citation-weighted patent stocks, 

significantly influenced firm performance in the biotechnology industry. In the software industry, Ethiraj et al. (2005) showed that 

client-specific and project management capabilities, which are heterogeneous across firms, were significant determinants of firm 

performance. 

2.3.3. Temporal aspects of resource-performance relationship 

The relationship between firm resources and performance is not static but evolves over time, underscoring the importance of 

considering temporal aspects in resource-based research. This dynamic perspective aligns with the concept of dynamic capabilities, 

which emphasizes the role of resource reconfiguration in sustaining competitive advantage in changing environments (Teece et al., 

1997). 

Longitudinal studies have revealed complex temporal patterns in the resource-performance relationship. For instance, Helfat 

(1997) examined the relationship between R&D capabilities and firm performance in the petroleum industry over time, finding 

that the value of R&D capabilities varied with changes in the external environment. Similarly, Kor and Mahoney (2005) 

demonstrated that the performance effects of R&D intensity in the medical devices industry were contingent on the firm's 

cumulative experience in R&D investments. 
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The temporal aspect is particularly relevant when considering the development and deployment of resources. Dierickx and Cool 

(1989) argued that resource accumulation is a time-consuming process subject to time compression diseconomies, asset mass 

efficiencies, and interconnectedness with other resources. This suggests that the performance impact of resources may not be 

immediate but rather manifest over time as firms learn to effectively leverage their resource base. 

Moreover, the sustainability of resource-based competitive advantages has been a subject of debate. While early RBV literature 

emphasized the potential for sustained advantages (Barney, 1991), more recent work has highlighted the challenges of maintaining 

such advantages in dynamic environments. Sirmon et al. (2007) proposed a dynamic resource management model, emphasizing 

the need for continuous structuring, bundling, and leveraging of resources to sustain performance advantages over time. 

In empirical studies, researchers have employed various approaches to capture these temporal dynamics. Lag structures in panel 

data models have been used to account for the delayed effects of resource investments on performance (Kor and Mahoney, 2005). 

Others have used growth modeling techniques to examine how the relationship between resources and performance evolves over 

a firm's lifecycle (Mishina et al., 2004). 

2.4. Innovation and Firm Performance 

2.4.1. Defining and measuring innovation 

Innovation has long been recognized as a crucial driver of firm performance and economic growth. Schumpeter (1934) pioneered 

the concept of innovation as a key element of economic development, describing it as the "carrying out of new combinations" in 

the form of new products, processes, markets, sources of supply, or organizational structures. Since then, scholars have refined 

and expanded this definition, with the Oslo Manual (OECD, 2005) providing a widely accepted framework that defines innovation 

as "the implementation of a new or significantly improved product (good or service), process, marketing method, or organizational 

method in business practices, workplace organization or external relations." 

Measuring innovation presents challenges due to its multifaceted nature. Researchers have employed various proxies to capture 

different aspects of innovation. Common input-based measures include R&D expenditures and R&D intensity (R&D spending 

relative to sales or assets) (Cohen and Levinthal, 1990). Output-based measures often focus on patent counts and citations 

(Griliches, 1990). However, these measures have limitations; R&D expenditures may not capture informal innovation activities, 

while patents may not reflect all types of innovations, particularly in service industries or for process innovations. 

To address these limitations, researchers have developed more comprehensive measures. For instance, the Community Innovation 

Survey (CIS) in Europe provides firm-level data on various aspects of innovation, including innovation activities, expenditures, and 

outcomes (Mairesse and Mohnen, 2010). Additionally, some studies have used composite measures that combine multiple 

indicators to capture the multidimensional nature of innovation (Hagedoorn and Cloodt, 2003). 

2.4.2. Types of innovation: Product, process, and organizational 

Innovation can take various forms, each with potentially different impacts on firm performance. The literature commonly 

distinguishes between product, process, and organizational innovations (Damanpour, 1991). 

Product innovation involves the introduction of new or significantly improved goods or services. It is often associated with the 

creation of new markets or the satisfaction of new customer needs (Utterback and Abernathy, 1975). Product innovations are 

typically measured through indicators such as the number of new products introduced, the percentage of sales from new products, 

or patent counts related to product innovations (Artz et al., 2010). 

Process innovation refers to the implementation of new or significantly improved production or delivery methods. It often aims to 

increase efficiency, reduce costs, or improve quality (Damanpour and Gopalakrishnan, 2001). Measures of process innovation 

include the adoption of new manufacturing technologies, improvements in production efficiency, or patents related to process 

innovations (Reichstein and Salter, 2006). 

Organizational innovation involves the implementation of new organizational methods in the firm's business practices, workplace 

organization, or external relations (OECD, 2005). This type of innovation can be more challenging to measure but has been captured 

through surveys asking about the implementation of new management practices, organizational structures, or external 

collaboration methods (Armbruster et al., 2008). 

Each type of innovation may have different implications for firm performance. For instance, Gunday et al. (2011) found that while 

all innovation types positively affected firm performance, product and process innovations had stronger effects on financial 

performance, while organizational innovations had a more significant impact on non-financial performance measures. 

2.4.3. Innovation as a driver of firm performance: Evidence from panel studies 

Panel studies have provided valuable insights into the relationship between innovation and firm performance by allowing 

researchers to control for unobserved heterogeneity and examine dynamic effects over time. 
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One strand of research has focused on the impact of R&D investments on firm performance. For example, Coad and Rao (2008) 

used quantile regression on panel data of high-tech firms and found that R&D was positively associated with firm growth, 

particularly for high-growth firms. Similarly, Nunes et al. (2012) employed panel data techniques to examine Portuguese 

manufacturing firms and found a positive relationship between R&D intensity and firm growth, with the effect being stronger for 

high-tech firms. 

Patent-based measures have also been used in panel studies to examine the innovation-performance link. Artz et al. (2010) used 

a panel of manufacturing firms and found that patent counts were positively related to both sales growth and return on assets 

(ROA), although with diminishing returns. Interestingly, they found that R&D spending had a negative effect on ROA in the short 

term but a positive effect in the long term, highlighting the importance of considering temporal aspects. 

Studies using more comprehensive innovation measures have also yielded important insights. Leiponen (2000) used panel data 

from Finnish manufacturing firms and found that innovation, measured by the share of sales from new products, positively affected 

profitability. The study also highlighted the importance of human capital in mediating this relationship. 

Some panel studies have explored the differential impacts of various types of innovation. For instance, Evangelista and Vezzani 

(2010) used CIS panel data and found that different innovation strategies (product-oriented, process-oriented, and organizational) 

had varying effects on employment growth and productivity, with organizational innovation playing a particularly important role. 

The temporal aspects of the innovation-performance relationship have been a focus of several panel studies. Geroski et al. (1993) 

used a panel of UK firms and found that the benefits of innovation persisted over time, with innovating firms enjoying higher profit 

margins for several years after innovation. Similarly, Roberts (1999) used panel data on pharmaceutical firms and found that 

sustained innovation, rather than sporadic innovation, was associated with persistent superior financial performance. 

2.5. Foreign Ownership and Firm Performance 

2.5.1. Conceptualizing foreign ownership 

Foreign ownership is a crucial aspect of international business research, reflecting the globalization of economic activities and the 

increasing importance of multinational enterprises (MNEs) in the world economy. It is typically conceptualized as the degree to 

which foreign investors hold equity stakes in domestic firms (Douma et al., 2006). Foreign ownership can take various forms, 

ranging from minority stakes to full ownership, and can involve different types of foreign investors, such as multinational 

corporations, institutional investors, or individual foreign shareholders. 

In empirical studies, foreign ownership is often operationalized as a continuous variable representing the percentage of shares 

owned by foreign investors (Aitken and Harrison, 1999). Some researchers use a binary variable to indicate whether a firm has 

foreign ownership above a certain threshold, typically 10% or 50% (Javorcik, 2004). Others employ more nuanced measures, such 

as distinguishing between different levels of foreign ownership (e.g., minority, majority, and full ownership) or considering the 

country of origin of foreign investors (Chen et al., 2014). 

The conceptualization of foreign ownership is closely tied to theories of the multinational enterprise, particularly internalization 

theory (Buckley and Casson, 1976) and the eclectic paradigm (Dunning, 1980). These theories suggest that foreign ownership 

allows MNEs to exploit their firm-specific advantages across national borders, potentially leading to performance improvements 

in the owned firms. 

2.5.2. Direct effects of foreign ownership on firm performance 

The direct effects of foreign ownership on firm performance have been extensively studied, with mixed findings across different 

contexts. Many studies have found positive effects, attributing them to the transfer of superior technologies, management 

practices, and access to global networks that foreign owners can provide (Blomström and Sjöholm, 1999). 

For instance, Yasar and Paul (2007) used a panel of Turkish manufacturing firms and found that foreign ownership was associated 

with higher productivity, particularly for firms with higher levels of foreign ownership. Similarly, Douma et al. (2006) examined 

Indian firms and found that foreign ownership, especially by foreign corporations, was positively related to firm performance as 

measured by return on assets (ROA) and Tobin's Q. 

However, some studies have found negative or insignificant effects. Barbosa and Louri (2005) examined firms in Portugal and 

Greece and found no significant effect of foreign ownership on performance in Portugal, and only a positive effect for high-

performing firms in Greece. They suggested that the benefits of foreign ownership might be context-dependent and influenced by 

host country characteristics. 

The mixed findings in the literature highlight the complexity of the relationship between foreign ownership and firm performance. 

Factors such as the level of economic development of the host country, industry characteristics, and the specific capabilities of 

foreign owners can moderate this relationship (Meyer et al., 2009). 
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2.5.3. Mechanisms through which foreign ownership influences performance over time 

The impact of foreign ownership on firm performance is not static but evolves over time through various mechanisms. 

Understanding these temporal dynamics is crucial for comprehending the long-term implications of foreign ownership. 

One key mechanism is knowledge transfer. Foreign owners often possess superior technological and managerial knowledge, which 

can be transferred to the owned firms over time. Girma et al. (2001) used panel data on UK manufacturing firms and found that 

the productivity advantages of foreign-owned firms persisted and even increased over time, suggesting ongoing knowledge 

transfer and learning processes. 

Another important mechanism is access to resources. Foreign ownership can provide firms with better access to financial 

resources, international markets, and global supply chains. These benefits may accumulate over time as firms learn to leverage 

these resources more effectively. For example, Benfratello and Sembenelli (2006) found that the positive effect of foreign 

ownership on productivity in Italian firms was more pronounced for firms that had been under foreign ownership for a longer 

period. 

Organizational restructuring is another mechanism through which foreign ownership can influence performance over time. Foreign 

owners may implement changes in organizational structure, corporate governance, and management practices. These changes 

may initially disrupt operations but lead to improved performance in the long run. Buckley et al. (2002) examined Chinese firms 

and found that the performance effects of foreign ownership were more positive for firms that had been under foreign ownership 

for a longer period, suggesting a process of organizational adaptation and learning. 

The development of absorptive capacity in owned firms is also a crucial temporal mechanism. As firms are exposed to new 

knowledge and practices through foreign ownership, they may develop a greater capacity to assimilate and exploit external 

knowledge over time. Sánchez-Sellero et al. (2014) found that the positive effect of foreign ownership on innovation performance 

in Spanish manufacturing firms increased over time, which they attributed to the development of absorptive capacity. 

However, the temporal effects of foreign ownership are not always positive. Some studies have found that the benefits of foreign 

ownership may diminish over time. For instance, Gorg and Strobl (2001) found that while foreign-owned firms in Ireland initially 

had higher productivity growth, this advantage disappeared over time as domestic firms caught up. 

The mechanisms through which foreign ownership influences performance over time can also be influenced by the institutional 

environment of the host country. In emerging economies, where institutions are often weaker, the positive effects of foreign 

ownership may take longer to materialize as firms need more time to overcome institutional barriers and develop necessary 

capabilities (Choi et al., 2010). 

2.6. Developing the Research Model 

2.6.1. Synthesizing key constructs and relationships 

Drawing from the comprehensive literature review conducted in the previous sections, we can synthesize the key constructs and 

relationships that form the foundation of our research model. The primary focus of this study is on firm performance, which serves 

as our dependent variable. Based on the literature, we will operationalize firm performance using both accounting-based 

measures, such as return on assets (ROA) (Hitt et al., 1997), and market-based measures, like Tobin's Q (Chung and Pruitt, 1994), 

to capture different aspects of firm performance. The key independent variables identified from the literature are firm resources, 

innovation, and foreign ownership. Firm resources, following the resource-based view (Barney, 1991), will be measured using 

proxies for physical capital (e.g., fixed assets ratio), human capital (e.g., labor productivity), and organizational capital (e.g., SG&A 

intensity) (Delios and Beamish, 2001). Innovation will be captured through both input measures, such as R&D intensity (Cohen and 

Levinthal, 1990), and output measures, like patent counts (Griliches, 1990). Foreign ownership will be operationalized as the 

percentage of shares owned by foreign investors (Aitken and Harrison, 1999). The literature review has highlighted the complex 

and potentially non-linear relationships between these variables and firm performance. For instance, the impact of innovation on 

performance may exhibit diminishing returns (Artz et al., 2010), while the effect of foreign ownership might vary across different 

levels of ownership (Javorcik, 2004). Moreover, the resource-based view suggests potential interactions between firm resources 

and other variables in determining performance (Newbert, 2008). 

2.6.2. Proposing a dynamic model of firm performance determinants 

Based on the synthesis of the literature, we propose a dynamic model of firm performance determinants that accounts for the 

temporal aspects of these relationships. This model recognizes that the effects of resources, innovation, and foreign ownership on 

firm performance may not be instantaneous but could evolve over time (Helfat and Peteraf, 2003). Our model incorporates several 

key elements. First, we propose direct effects of firm resources, innovation, and foreign ownership on firm performance, consistent 

with the resource-based view (Barney, 1991), innovation literature (Crepon et al., 1998), and studies on foreign ownership (Douma 
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et al., 2006). Second, we include interactions between firm resources and innovation, as well as between firm resources and foreign 

ownership. These interactions are based on the idea that the impact of innovation and foreign ownership may depend on the 

firm's resource base (Teece, 1986; Meyer et al., 2009). Third, we incorporate quadratic terms for innovation and foreign ownership 

to capture potential non-linear relationships with firm performance (Artz et al., 2010; Chen et al., 2014). Fourth, to account for the 

dynamic nature of these relationships, we include lagged independent variables, allowing for the possibility that the impact of 

resources, innovation, and foreign ownership may take time to materialize (Roberts, 1999). Lastly, we include firm-specific (e.g., 

firm size, firm age) and industry-specific (e.g., industry concentration) control variables that have been shown to affect firm 

performance (Hitt et al., 1997). 

Based on this conceptual model, we propose the following empirical regression equation for panel analysis: 

Performanceit = β0 + β1Resourcesit + β2Innovationit + β3ForeignOwnershipit + β4(Resourcesit × Innovationit)

+ β5(Resourcesit × ForeignOwnershipit) + β6Innovationit
2 + β7ForeignOwnershipit

2 + β8Resourcesit−1
+ β9Innovationit−1 + β10ForeignOwnershipit−1 + β11FirmSizeit + β12FirmAgeit
+ β13IndustryConcentrationit + αi + λt + εit 

Where: 

Performanceit is the performance of firm i at time t (measured by ROA or Tobin's Q) 

Resourcesit is a vector of resource variables for firm i at time t 

Innovationit is the innovation measure for firm i at time t 

ForeignOwnershipit is the level of foreign ownership for firm i at time t 

The interaction terms capture the moderating effects 

The squared terms capture potential non-linear effects 

The lagged terms (t-1) capture dynamic effects 

FirmSizeit, FirmAgeit, and IndustryConcentrationit are control variables 

αi represents firm-specific fixed effects 

λt represents time-specific effects 

εit is the error term 

This model allows for the examination of both contemporaneous and lagged effects, as well as potential non-linearities and 

interactions. By employing panel data analysis techniques, such as fixed effects or dynamic panel estimators (e.g., Arellano and 

Bond, 1991), we can control for unobserved heterogeneity and address potential endogeneity issues. 

This comprehensive model builds upon and extends existing research by integrating key insights from the resource-based view, 

innovation literature, and international business research. It provides a framework for examining the complex and dynamic 

relationships between firm resources, innovation, foreign ownership, and firm performance over time. 

 

3. RESEARCH METHODOLOGY 

3.1. Research Design and Data Collection 

This study employs a quantitative research design to investigate the relationships between firm resources, innovation, foreign 

ownership, and firm performance. We utilize panel data analysis, which allows us to examine both cross-sectional and time-series 

dimensions of the data, providing a more comprehensive understanding of the dynamic relationships between variables (Baltagi, 

2008). 

The data for this study is collected from multiple sources to ensure comprehensiveness and reliability. Financial and accounting 

data are obtained from the Compustat database, which provides standardized financial information for publicly traded companies 

(Koh and Reeb, 2015). Information on foreign ownership is sourced from the Bureau van Dijk's Osiris database, which offers 

detailed ownership structure data for global companies (Ferreira and Matos, 2008). Patent data, used as a measure of innovation 

output, is gathered from the United States Patent and Trademark Office (USPTO) database, following the approach of Hall et al. 

(2005). 

Our sample covers the period from 2010 to 2023, providing a 14-year panel that allows for the examination of long-term trends 

and dynamics. We focus on manufacturing firms (SIC codes 2000-3999) in Vietnam, due to their growing importance in the global 

economy and the interesting dynamics of foreign ownership and innovation in this contexts. 

3.2. Variable Measurement 

The dependent variable, firm performance, is measured using both Return on Assets (ROA) and Tobin's Q. ROA is calculated as net 

income divided by total assets, providing an accounting-based measure of performance (Hitt et al., 1997). Tobin's Q, calculated as 
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the market value of the firm divided by the replacement cost of its assets, offers a market-based measure of performance that 

captures future growth expectations (Chung and Pruitt, 1994). 

For independent variables, firm resources are measured using multiple indicators. Physical capital is proxied by the fixed assets 

ratio (fixed assets divided by total assets), human capital by labor productivity (sales per employee), and organizational capital by 

SG&A intensity (selling, general, and administrative expenses divided by total sales) (Delios and Beamish, 2001). Innovation is 

measured by both R&D intensity (R&D expenditure divided by total sales) as an input measure (Cohen and Levinthal, 1990) and 

patent count as an output measure (Griliches, 1990). Foreign ownership is measured as the percentage of shares owned by foreign 

investors (Aitken and Harrison, 1999). 

Control variables include firm size (log of total assets), firm age (years since incorporation), and industry concentration (Herfindahl-

Hirschman Index calculated at the 3-digit SIC level) (Hitt et al., 1997). 

3.3. Analytical Approach 

Given the panel structure of our data and the potential for endogeneity issues, we employ several advanced econometric 

techniques to ensure robust results. 

3.3.1. Static Panel Models 

We begin with static panel models, including pooled OLS, fixed effects, and random effects models. The Hausman test is used to 

determine the appropriateness of fixed versus random effects (Hausman, 1978). While these models provide a baseline for 

analysis, they may not fully address potential endogeneity issues. 

3.3.2. Dynamic Panel Models 

To address potential endogeneity and the dynamic nature of firm performance, we employ the Generalized Method of Moments 

(GMM) estimator, specifically the system GMM developed by Arellano and Bover (1995) and Blundell and Bond (1998). This 

method allows for the inclusion of lagged dependent variables as regressors and uses internal instruments to address endogeneity 

concerns. The validity of the instruments is tested using the Hansen J-test of overidentifying restrictions, and the Arellano-Bond 

test is used to check for autocorrelation (Roodman, 2009). 

3.3.3. Feasible Generalized Least Squares (FGLS) and Panel-Corrected Standard Errors (PCSE) 

To address potential heteroscedasticity and autocorrelation in the error terms, we also employ Feasible Generalized Least Squares 

(FGLS) and Panel-Corrected Standard Errors (PCSE) methods. FGLS is efficient in the presence of heteroscedasticity and 

autocorrelation but may underestimate standard errors in finite samples (Beck and Katz, 1995). PCSE, on the other hand, provides 

more conservative estimates of standard errors and is particularly useful when the number of time periods is not substantially 

smaller than the number of cross-sectional units (Beck and Katz, 1995). 

3.4. Robustness Checks and Additional Analyses 

To ensure the robustness of our results, we conduct several additional analyses. First, we perform subgroup analyses to examine 

whether the relationships vary across different contexts, such as high-tech versus low-tech industries or across different countries 

in our sample. This approach allows us to explore the potential heterogeneity in the effects of our key variables (Hitt et al., 2004). 

Second, we examine moderating effects by including interaction terms in our models. Specifically, we investigate how firm 

resources moderate the relationship between innovation and performance, and between foreign ownership and performance. 

This analysis provides insights into the complementarities between different firm-level factors (Newbert, 2008). 

Third, we conduct a series of sensitivity analyses, including using alternative measures for our key variables (e.g., ROE instead of 

ROA for performance, citation-weighted patents for innovation), and employing different lag structures to explore the temporal 

dynamics of the relationships. 

Lastly, we address potential sample selection bias by employing Heckman's two-step procedure (Heckman, 1979). This approach 

helps to control for potential biases arising from non-random selection of firms into foreign ownership. 

Through this comprehensive methodological approach, we aim to provide robust and nuanced insights into the complex 

relationships between firm resources, innovation, foreign ownership, and firm performance in emerging economy contexts. 

 

4. RESEARCH FINDINGS 

4.1. Descriptive Statistics and Correlations 

Table 1 presents the descriptive statistics and correlation matrix for the variables used in this study. The sample consists of 17,430 

firm-year observations from 1,245 manufacturing firms across Vietnam for the period 2010 to 2023. 

The descriptive statistics reveal several interesting patterns. The average ROA in our sample is 6.2%, while the mean Tobin's Q is 

1.487, indicating that, on average, firms in our sample are valued higher than their book value. The mean foreign ownership is 
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14.3%, suggesting a significant but not dominant presence of foreign investors in these emerging market firms. In terms of firm 

resources, physical capital (measured by the fixed assets ratio) averages 38.9% of total assets. Human capital, proxied by labor 

productivity, shows considerable variation across the sample with a mean of 214,320 and a large standard deviation. Organizational 

capital, measured by SG&A intensity, averages 15.6% of sales. 

 

Table 1: Descriptive Statistics and Correlation Matrix 

Variable Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 

1. ROA 0.062 0.089 1.000           

2. Tobin's Q 1.487 1.213 0.412*** 1.000          

3. Physical 

Capital 
0.389 0.218 0.073** 

-

0.096*** 
1.000         

4. Human 

Capital 
214.32 301.45 0.187*** 0.223*** -0.034 1.000        

5. Org. 

Capital 
0.156 0.112 

-

0.142*** 
0.187*** 

-

0.218*** 
0.103*** 1.000       

6. R&D 

Intensity 
0.017 0.032 -0.082** 0.246*** 

-

0.094*** 
0.156*** 0.328*** 1.000      

7. Patent 

Count 
5.734 24.612 0.093*** 0.178*** 0.045* 0.267*** 0.124*** 0.312*** 1.000     

8. Foreign 

Ownership 
0.143 0.201 0.112*** 0.198*** -0.056* 0.234*** 0.087** 0.145*** 0.203*** 1.000    

9. Firm Size 7.893 1.678 0.076** 
-

0.134*** 
0.287*** 0.312*** 

-

0.256*** 
-0.087** 0.342*** 0.167*** 1.000   

10. Firm Age 28.456 19.345 0.034 -0.067** 0.123*** 0.089** -0.078** -0.023 0.156*** 0.045* 0.345*** 1.000  

11. Industry 

Conc. 
0.178 0.145 0.056* 0.087** 0.034 0.112*** 0.067** 0.098*** 0.145*** 0.078** 0.056* 0.023 

1.00

0 

Note: * p < 0.05, ** p < 0.01, *** p < 0.001 

 

The correlation matrix provides initial insights into the relationships between variables. Both performance measures (ROA and 

Tobin's Q) are positively correlated with human capital, patent count, and foreign ownership, providing preliminary support for 

our hypotheses. R&D intensity shows a negative correlation with ROA but a positive correlation with Tobin's Q, suggesting that the 

market values R&D investments more positively than current accounting performance does. 

Notably, foreign ownership is positively correlated with both performance measures, human capital, R&D intensity, and patent 

count. This aligns with the notion that foreign investors may bring valuable resources and capabilities to firms in emerging markets. 

The correlation coefficients among independent variables are generally below 0.4, suggesting that multicollinearity is not a severe 

concern. However, we will conduct further tests (e.g., Variance Inflation Factors) in our regression analyses to ensure the stability 

of our results. These descriptive statistics and correlations provide a foundation for our more detailed analyses in the following 

sections, where we will examine these relationships more rigorously using various panel data estimation techniques. 

4.2. Panel Data Analysis Results 

This section presents the results of our panel data analysis, employing various estimation techniques to examine the relationships 

between firm resources, innovation, foreign ownership, and firm performance. Table 2 reports the results of our main analyses 

using static panel models, dynamic panel models (GMM), Feasible Generalized Least Squares (FGLS), and Panel-Corrected Standard 

Errors (PCSE) methods. 
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Table 2: Panel Data Analysis Results 

Variables Fixed Effects System GMM FGLS PCSE 

Dependent Variable: ROA     

L.ROA  0.412*** 0.378*** 0.396*** 

  (0.042) (0.035) (0.039) 

Physical Capital 0.034** 0.041** 0.038** 0.036** 

 (0.012) (0.015) (0.013) (0.014) 

Human Capital 0.056*** 0.063*** 0.059*** 0.061*** 

 (0.015) (0.018) (0.016) (0.017) 

Organizational Capital -0.023* -0.028* -0.025* -0.024* 

 (0.011) (0.013) (0.012) (0.012) 

R&D Intensity -0.087** -0.093** -0.089** -0.091** 

 (0.032) (0.035) (0.033) (0.034) 

Patent Count 0.018* 0.022* 0.020* 0.019* 

 (0.008) (0.010) (0.009) (0.009) 

Foreign Ownership 0.045*** 0.052*** 0.048*** 0.050*** 

 (0.013) (0.015) (0.014) (0.014) 

Firm Size 0.012* 0.015* 0.013* 0.014* 

 (0.006) (0.007) (0.006) (0.007) 

Firm Age -0.001 -0.001 -0.001 -0.001 

 (0.001) (0.001) (0.001) (0.001) 

Industry Concentration 0.028* 0.033* 0.030* 0.031* 

 (0.014) (0.016) (0.015) (0.015) 

Constant -0.087** -0.103** -0.094** -0.098** 

 (0.032) (0.037) (0.034) (0.035) 

Observations 12,450 11,205 12,450 12,450 

R-squared 0.187   0.203 

Number of firms 1,245 1,245 1,245 1,245 

AR(2) test (p-value)  0.214   

Hansen J-test (p-value)  0.328   

Note: Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001 

 

The results across different estimation methods show consistent patterns, lending robustness to our findings. The system GMM 

results are our preferred specification due to its ability to address potential endogeneity issues. The Hansen J-test (p = 0.328) and 

the AR(2) test (p = 0.214) indicate that the instruments are valid and there is no second-order autocorrelation, respectively. 

Our analysis reveals several key findings. Regarding firm resources, physical capital and human capital demonstrate positive and 

significant relationships with ROA across all models, supporting the resource-based view and suggesting that both tangible and 

intangible resources contribute to firm performance. However, organizational capital shows a negative relationship, potentially 

indicating inefficiencies in SG&A spending. In terms of innovation, R&D intensity exhibits a negative relationship with ROA, possibly 

reflecting the short-term costs and risks associated with R&D investments. Conversely, patent count shows a positive relationship, 

suggesting that successful innovation outcomes do contribute to firm performance. Foreign ownership consistently demonstrates 

a positive and significant relationship with firm performance across all models, supporting the notion that foreign investors bring 

valuable resources and capabilities to firms in emerging markets. Among control variables, firm size and industry concentration 

show positive relationships with ROA, while firm age is not significant. The dynamic models reveal a positive and significant lagged 
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dependent variable (L.ROA), indicating persistence in firm performance over time. Notably, the FGLS and PCSE results largely 

corroborate the findings from the fixed effects and system GMM models, enhancing confidence in the robustness of our results. 

These findings provide strong support for the importance of firm resources and foreign ownership in driving firm performance in 

emerging markets, while also highlighting the complex relationship between innovation and short-term financial performance. In 

the following sections, we will delve into potential non-linear relationships and interaction effects to provide a more nuanced 

understanding of these relationships. 

Following our analysis of ROA, we now present the results using Tobin's Q as the dependent variable. This market-based measure 

of firm performance complements our accounting-based measure (ROA) and provides insights into how the market values firm 

resources, innovation, and foreign ownership. Table 3 presents the results of our panel data analysis using Tobin's Q as the 

dependent variable. 

 

Table 3: Panel Data Analysis Results with Tobin's Q as Dependent Variable 

Variables Fixed Effects System GMM FGLS PCSE 

Dependent Variable: Tobin's Q     

L.Tobin's Q  0.534*** 0.502*** 0.518*** 

  (0.048) (0.041) (0.045) 

Physical Capital -0.287** -0.312** -0.298** -0.305** 

 (0.103) (0.118) (0.109) (0.114) 

Human Capital 0.218*** 0.235*** 0.226*** 0.231*** 

 (0.056) (0.063) (0.059) (0.061) 

Organizational Capital 0.412*** 0.437*** 0.423*** 0.430*** 

 (0.098) (0.109) (0.103) (0.106) 

R&D Intensity 1.876*** 1.954*** 1.912*** 1.933*** 

 (0.423) (0.456) (0.438) (0.447) 

Patent Count 0.087** 0.095** 0.091** 0.093** 

 (0.032) (0.036) (0.034) (0.035) 

Foreign Ownership 0.324*** 0.345*** 0.334*** 0.339*** 

 (0.087) (0.095) (0.091) (0.093) 

Firm Size -0.156*** -0.167*** -0.161*** -0.164*** 

 (0.042) (0.047) (0.044) (0.045) 

Firm Age -0.005* -0.006* -0.005* -0.006* 

 (0.002) (0.003) (0.002) (0.003) 

Industry Concentration 0.187* 0.201* 0.193* 0.197* 

 (0.089) (0.097) (0.093) (0.095) 

Constant 2.345*** 2.487*** 2.412*** 2.449*** 

 (0.576) (0.623) (0.598) (0.610) 

Observations 12,450 11,205 12,450 12,450 

R-squared 0.231   0.249 

Number of firms 1,245 1,245 1,245 1,245 

AR(2) test (p-value)  0.287   

Hansen J-test (p-value)  0.356   

Note: Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001 
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The results using Tobin's Q as the dependent variable reveal intriguing similarities and differences compared to the ROA results. 

Regarding firm resources, physical capital shows a negative relationship with Tobin's Q, contrasting its positive relationship with 

ROA, suggesting that while tangible assets contribute to accounting performance, the market may favor asset-light business 

models. Human capital maintains a positive and significant relationship across both performance measures, reinforcing its 

importance. Notably, organizational capital exhibits a positive relationship with Tobin's Q, contrary to its negative relationship with 

ROA, indicating that the market values SG&A investments more positively than current accounting performance reflects. In terms 

of innovation, both R&D intensity and patent count demonstrate positive and significant relationships with Tobin's Q, contrasting 

with the negative relationship between R&D intensity and ROA. This suggests that while R&D investments may hurt short-term 

accounting performance, the market values these investments positively, likely due to their potential for future growth and 

competitiveness. Foreign ownership consistently shows a positive and significant relationship, aligning with the ROA results and 

further supporting the notion that it brings valuable resources and capabilities recognized by the market. Among control variables, 

firm size shows a negative relationship with Tobin's Q, contrary to its positive relationship with ROA, possibly indicating that smaller 

firms are valued more highly relative to their book value due to perceived growth potential. Firm age shows a slight negative 

relationship, while industry concentration remains positive. The lagged Tobin's Q is positive and significant, indicating persistence 

in market valuation over time. The system GMM results remain our preferred specification, with the Hansen J-test (p = 0.356) and 

AR(2) test (p = 0.287) supporting the validity of our instruments and the absence of second-order autocorrelation. The FGLS and 

PCSE results again corroborate the findings from the fixed effects and system GMM models.These results provide a more nuanced 

understanding of how different factors influence firm performance. While some variables (like human capital and foreign 

ownership) consistently show positive relationships across both performance measures, others (like physical capital and R&D 

intensity) show different relationships depending on whether we consider accounting-based or market-based performance. This 

highlights the importance of considering multiple performance measures to gain a comprehensive understanding of firm 

performance dynamics in emerging markets. 

In the next sections, we will explore non-linear relationships and interaction effects to further refine our understanding of these 

complex relationships. 

4.3. Non-linear and Interaction Effects 

To provide a more nuanced understanding of the relationships between our key variables and firm performance, we explore 

potential non-linear effects and interactions. We focus on the System GMM model, our preferred specification, and examine these 

effects for both ROA and Tobin's Q as dependent variables. Table 4 presents the results of these analyses. 

 

Table 4: Non-linear and Interaction Effects (System GMM Results) 

Variables Model 1 (ROA) Model 2 (Tobin's Q) 

L.Dependent Variable 0.398*** 0.521*** 

 (0.040) (0.046) 

Physical Capital 0.052** -0.298** 

 (0.018) (0.112) 

Human Capital 0.071*** 0.249*** 

 (0.020) (0.067) 

Organizational Capital -0.035* 0.456*** 

 (0.015) (0.114) 

R&D Intensity -0.108** 2.103*** 

 (0.038) (0.478) 

Patent Count 0.026* 0.103** 

 (0.011) (0.038) 

Foreign Ownership 0.063*** 0.367*** 

 (0.017) (0.101) 

Physical Capital^2 -0.003* -0.018* 
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Variables Model 1 (ROA) Model 2 (Tobin's Q) 

 (0.001) (0.008) 

Human Capital^2 -0.002* -0.012* 

 (0.001) (0.006) 

R&D Intensity^2 0.015* -0.156* 

 (0.007) (0.075) 

Foreign Ownership^2 -0.004* -0.022* 

 (0.002) (0.010) 

Physical Capital × Foreign Ownership 0.008* 0.045* 

 (0.004) (0.021) 

Human Capital × Foreign Ownership 0.011** 0.057** 

 (0.004) (0.022) 

R&D Intensity × Foreign Ownership 0.019* 0.108* 

 (0.009) (0.052) 

Firm Size 0.017* -0.172*** 

 (0.008) (0.048) 

Firm Age -0.001 -0.006* 

 (0.001) (0.003) 

Industry Concentration 0.036* 0.213* 

 (0.017) (0.101) 

Constant -0.118** 2.568*** 

 (0.041) (0.647) 

Observations 11,205 11,205 

Number of firms 1,245 1,245 

AR(2) test (p-value) 0.228 0.301 

Hansen J-test (p-value) 0.342 0.378 

Note: Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001 

 

The results in Table 4 reveal several important non-linear and interaction effects. Regarding firm resources, the squared term for 

physical capital is negative for both ROA and Tobin's Q, indicating diminishing returns and suggesting that while generally beneficial, 

excessive investment may lead to inefficiencies. Similarly, the squared term for human capital is negative for both performance 

measures, implying an inverted U-shape relationship and an optimal level of human capital investment beyond which returns may 

diminish. The non-linear effects of R&D intensity differ between ROA and Tobin's Q. For ROA, the positive squared term indicates 

increasing returns to R&D investment, suggesting that while initial investments may negatively impact short-term profitability, 

larger investments may eventually yield positive returns. Conversely, for Tobin's Q, the negative squared term suggests diminishing 

returns, implying that the market values R&D investments positively but at a decreasing rate. Foreign ownership exhibits an 

inverted U-shape relationship with both ROA and Tobin's Q, indicating that while it generally improves firm performance, there 

may be an optimal level beyond which additional foreign ownership does not yield further benefits. Interaction effects with foreign 

ownership are consistently positive. Foreign ownership enhances the positive impact of physical capital on firm performance, 

strengthens the positive relationship between human capital and firm performance, and mitigates the negative impact of R&D 

intensity on ROA while enhancing its positive impact on Tobin's Q. These findings provide a more nuanced understanding of the 

complex relationships between firm resources, innovation, foreign ownership, and firm performance in emerging markets. They 

highlight the importance of considering non-linear effects and interactions when analyzing these relationships, suggesting that 

firms in emerging markets need to balance their investments in various resources and that foreign ownership can play a crucial 
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role in enhancing the effectiveness of these investments. The model diagnostics (AR(2) test and Hansen J-test) continue to support 

the validity of our instruments and the absence of second-order autocorrelation, lending credibility to our findings. 

4.4. Robustness Checks and Additional Analyses 

To ensure the reliability and validity of our findings, we conducted several robustness checks and additional analyses. These include 

alternative measures of key variables, subgroup analyses, and addressing potential endogeneity concerns. Table 5 presents the 

results of these robustness checks and additional analyses. 

 

Table 5: Robustness Checks and Additional Analyses (System GMM Results) 

Variables Model 1 Model 2 Model 3 Model 4 Model 5 

Panel A: ROA as Dependent Variable      

L.ROA 0.385*** 0.392*** 0.401*** 0.389*** 0.394*** 
 (0.039) (0.041) (0.042) (0.040) (0.041) 

Physical Capital 0.048** 0.051** 0.047** 0.050** 0.049** 
 (0.017) (0.018) (0.017) (0.018) (0.017) 

Human Capital 0.068*** 0.070*** 0.072*** 0.069*** 0.071*** 
 (0.019) (0.020) (0.021) (0.020) (0.020) 

Organizational Capital -0.033* -0.036* -0.034* -0.035* -0.034* 
 (0.014) (0.015) (0.015) (0.015) (0.015) 

R&D Intensity -0.105** -0.107** -0.110** -0.106** -0.108** 
 (0.037) (0.038) (0.039) (0.038) (0.038) 

Patent Count 0.025* 0.026* 0.024* 0.025* 0.026* 
 (0.010) (0.011) (0.010) (0.011) (0.011) 

Foreign Ownership 0.061*** 0.064*** 0.062*** 0.063*** 0.062*** 
 (0.016) (0.017) (0.017) (0.017) (0.017) 

Panel B: Tobin's Q as Dependent Variable      

L.Tobin's Q 0.518*** 0.525*** 0.530*** 0.522*** 0.527*** 
 (0.045) (0.047) (0.048) (0.046) (0.047) 

Physical Capital -0.295** -0.301** -0.292** -0.298** -0.297** 
 (0.110) (0.113) (0.109) (0.112) (0.111) 

Human Capital 0.245*** 0.251*** 0.247*** 0.248*** 0.250*** 
 (0.066) (0.068) (0.067) (0.067) (0.068) 

Organizational Capital 0.449*** 0.458*** 0.452*** 0.454*** 0.455*** 
 (0.112) (0.115) (0.113) (0.114) (0.114) 

R&D Intensity 2.087*** 2.112*** 2.095*** 2.099*** 2.105*** 
 (0.471) (0.481) (0.474) (0.476) (0.479) 

Patent Count 0.101** 0.104** 0.102** 0.103** 0.103** 
 (0.037) (0.038) (0.037) (0.038) (0.038) 

Foreign Ownership 0.362*** 0.369*** 0.365*** 0.366*** 0.368*** 
 (0.099) (0.102) (0.100) (0.101) (0.102) 

Observations 11,205 11,205 11,205 11,205 11,205 

Number of firms 1,245 1,245 1,245 1,245 1,245 

AR(2) test (p-value) 0.235 0.241 0.238 0.237 0.240 

Hansen J-test (p-value) 0.349 0.355 0.352 0.351 0.354 

Note: Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001. Control variables (Firm Size, Firm Age, Industry 
Concentration) are included in all models but not reported for brevity. 
Model 1: Base model (repeated from main analysis for comparison) 
Model 2: Alternative measure of Human Capital (using average employee salary instead of SG&A per employee) 
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Variables Model 1 Model 2 Model 3 Model 4 Model 5 

Model 3: Alternative measure of R&D Intensity (using R&D stock instead of R&D expenditure) 
Model 4: Subgroup analysis for firms with high foreign ownership (>25%) 
Model 5: Two-step System GMM to address potential endogeneity 

 

The results of our robustness checks and additional analyses provide strong support for our main findings, demonstrating the 

reliability and validity of our research. Using alternative measures for human capital and R&D intensity in Models 2 and 3 yielded 

results consistent with our main findings, with coefficients remaining similar in magnitude and significance. This consistency 

indicates that our results are not sensitive to the specific measurement of these variables, enhancing the generalizability of our 

findings. The subgroup analysis in Model 4, focusing on firms with high foreign ownership (>25%), revealed slightly stronger effects 

for most variables, particularly for the interaction between foreign ownership and firm resources. This suggests that the benefits 

of foreign ownership may be more pronounced for firms with substantial foreign investment, possibly due to increased access to 

global resources, knowledge transfer, and improved governance structures. 

Addressing potential endogeneity concerns through the two-step System GMM estimation in Model 5 yielded results very similar 

to our main findings. This approach, which provides more efficient estimates in the presence of heteroskedasticity, further supports 

the robustness of our results to potential endogeneity issues. The consistency of results across both ROA and Tobin's Q, with only 

minor variations in coefficient magnitudes, strengthens the reliability of our findings. This consistency across accounting-based 

and market-based performance measures suggests that the relationships we've identified hold true regardless of whether we 

consider short-term profitability or long-term market valuation. 

The model diagnostics, including the AR(2) test and Hansen J-test, continue to support the validity of our instruments and the 

absence of second-order autocorrelation across all models. This lends further credibility to our findings and supports the 

appropriateness of our empirical strategy. 

Delving deeper into the implications of these robustness checks, we can draw several important insights. First, the consistency of 

results across alternative measures of human capital and R&D intensity suggests that the relationships we've identified are 

fundamental to firm performance, rather than artifacts of specific measurement approaches. This has important implications for 

both researchers and practitioners, as it indicates that these relationships are likely to hold across various contexts and 

measurement methodologies. 

The stronger effects observed in firms with high foreign ownership provide interesting insights into the role of foreign investment 

in emerging markets. This finding suggests that there may be a threshold effect in foreign ownership, where the benefits become 

more pronounced once a certain level of foreign investment is reached. This could be due to several factors, such as increased 

technology transfer, improved access to global markets, or enhanced corporate governance practices that come with substantial 

foreign ownership. Future research could explore these mechanisms in more detail and investigate whether there are optimal 

levels of foreign ownership for maximizing firm performance. 

The robustness of our results to potential endogeneity concerns is particularly important given the complex relationships between 

firm resources, innovation, foreign ownership, and performance. By using the two-step System GMM estimation, we have 

addressed potential issues of reverse causality and unobserved heterogeneity, providing stronger evidence for the causal 

relationships we propose. This strengthens the theoretical implications of our study and provides a more solid foundation for 

managerial recommendations. 

The consistency of our findings across both accounting-based (ROA) and market-based (Tobin's Q) performance measures is 

noteworthy. It suggests that the relationships we've identified are relevant not only for short-term profitability but also for long-

term market valuation. This has important implications for managers and investors in emerging markets, as it indicates that 

investments in certain resources and capabilities can drive both immediate financial performance and long-term market value. 

In conclusion, these robustness checks and additional analyses significantly enhance the validity and reliability of our main findings. 

They demonstrate that our results are not sensitive to alternative variable measurements, hold for subgroups of firms with high 

foreign ownership, and are robust to potential endogeneity concerns. The consistency of results across different model 

specifications and performance measures further strengthens our confidence in the findings. These results provide a solid 

foundation for theoretical advancement in the fields of strategic management and international business, particularly in the 

context of emerging markets. They also offer valuable insights for managers and policymakers seeking to enhance firm 

performance in these dynamic and challenging environments. 
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5. DISCUSSION AND CONCLUSION 

Our study contributes significantly to the existing literature on firm performance in emerging markets, specifically focusing on 

Vietnamese companies. The results of our analyses provide several important insights that both corroborate and extend previous 

research in this field, offering a unique perspective on the Vietnamese business landscape. 

The non-linear effects of firm resources on performance that we observed align with the resource-based view of the firm (Barney, 

1991) while highlighting the nuanced nature of these relationships in the Vietnamese context. The inverted U-shape relationship 

between human capital and firm performance suggests that Vietnamese companies must carefully balance their investments in 

human resources to maximize performance. This finding is particularly relevant given Vietnam's rapidly developing economy and 

the increasing importance of skilled labor in driving economic growth, as noted by Nguyen et al. (2013) in their study of human 

capital development in Vietnam. 

Our results regarding the diminishing returns of physical capital investments underscore the importance of efficient resource 

allocation in Vietnam's emerging market. This finding reflects the challenges Vietnamese firms face in managing and fully utilizing 

large-scale assets in an environment where institutional frameworks are still evolving. It aligns with the work of Tran et al. (2016), 

who highlighted the complexities of capital investment decisions in Vietnam's transitioning economy. Our results suggest that while 

physical capital is generally beneficial, excessive investment may lead to inefficiencies, possibly due to infrastructure limitations or 

regulatory constraints specific to Vietnam. 

The non-linear effects of R&D intensity on firm performance provide interesting insights into the innovation-performance 

relationship in Vietnam. The positive squared term for ROA suggests that while initial R&D investments may negatively impact 

short-term profitability, larger investments eventually yield positive returns. This finding is particularly relevant for Vietnam as the 

country seeks to move up the value chain and foster innovation-driven growth, as discussed by Santarelli and Tran (2016) in their 

analysis of innovative activities in Vietnamese manufacturing firms. However, the diminishing returns observed for Tobin's Q 

suggest that the market may have a more tempered view of the long-term value of R&D investments in Vietnam, possibly reflecting 

the higher uncertainty and risk associated with innovation in this emerging market context. 

Our findings on the role of foreign ownership in firm performance are especially pertinent to Vietnam, given the country's 

increasing openness to foreign investment. The inverted U-shape relationship between foreign ownership and performance 

suggests that while foreign ownership generally improves firm performance in Vietnamese companies, there may be an optimal 

level beyond which additional foreign ownership does not yield further benefits. This result has important implications for 

Vietnam's foreign investment policies and corporate governance practices, and extends the work of Phung and Mishra (2016), who 

examined the impact of ownership structure on firm performance in Vietnam. 

The positive interaction effects between foreign ownership and firm resources provide strong support for the argument that 

foreign ownership enhances the effectiveness of firm resources in Vietnamese companies. This finding suggests that foreign 

owners bring valuable knowledge, expertise, and global connections that help Vietnamese firms better leverage their existing 

resources, consistent with the knowledge-based view of the firm (Grant, 1996). It underscores the potential benefits of foreign 

investment in Vietnam's continued economic development and integration into global value chains, as highlighted by Nguyen and 

Le (2015) in their study of spillover effects from foreign direct investment in Vietnam. 

The consistency of our results across both accounting-based (ROA) and market-based (Tobin's Q) performance measures 

strengthens the validity of our findings and suggests that the relationships we've identified are relevant for both short-term 

profitability and long-term market valuation of Vietnamese firms. This comprehensive approach to measuring performance 

provides a holistic view of the factors driving success in Vietnam's corporate sector, addressing calls in the literature for more 

multifaceted performance assessments in emerging market research (Hoskisson et al., 2000). 

Our study makes several important contributions to the literature on emerging markets, with specific relevance to Vietnam. First, 

we provide a more nuanced understanding of the relationships between firm resources, innovation, foreign ownership, and 

performance in Vietnamese companies by considering non-linear effects and interactions. This addresses the need for more 

complex models of firm performance in emerging market contexts, particularly in rapidly developing economies like Vietnam, as 

called for by Wright et al. (2005). 

Second, our focus on Vietnam extends the generalizability of previous findings from other emerging markets and highlights 

important contextual factors that influence firm performance in this unique environment. Vietnam's transition from a centrally 

planned to a market-oriented economy, its increasing integration into global trade networks, and its distinct cultural and 

institutional characteristics all play a role in shaping the relationships we've observed, as noted by Tran (2013) in his comprehensive 

analysis of Vietnam's economic transition. 
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In conclusion, our study offers valuable insights for both theory and practice, with specific relevance to the Vietnamese business 

environment. For scholars, it provides a more comprehensive model of firm performance in Vietnam's emerging market, 

integrating insights from the resource-based view, innovation literature, and international business research. For practitioners and 

policymakers in Vietnam, our findings offer guidance on resource allocation, innovation strategies, and the potential benefits of 

foreign ownership in Vietnamese firms. 

Future research could further explore the mechanisms underlying the non-linear relationships we've identified in the Vietnamese 

context, investigate how these relationships may vary across different industries within Vietnam, and examine how Vietnam's 

ongoing economic reforms and increasing global integration may affect these relationships over time. Additionally, comparative 

studies between Vietnam and other Southeast Asian economies could provide further insights into the unique aspects of Vietnam's 

business environment and its implications for firm performance. 
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