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Abstract

The food processing industry in Vietnam represents a critical pillar of economic development, export competitiveness, and
industrial modernization. However, disparities in provincial administrative efficiency continue to influence innovation
outcomes across firms, limiting the sector’s full potential. This study develops a policy-oriented modeling framework to
assess the relationship between provincial governance efficiency and innovation capacity within Vietnam’s food processing
industry. Drawing on innovation systems theory, organizational capability frameworks, and policy-driven economic
development models, the research integrates multi-dimensional indicators of administrative performance, regulatory
support, and firm-level innovation behavior. The study synthesizes empirical insights from international food industry
literature and adapts them to the Vietnamese provincial governance context. The proposed model highlights how
governance quality, stakeholder collaboration, R&D investment, and institutional support mechanisms jointly shape
innovation outcomes. Findings suggest that administrative efficiency acts as a catalytic enabler of innovation diffusion,
particularly when combined with structured policy instruments and open innovation ecosystems. The study contributes a
structured analytical framework for policymakers to optimize governance structures and enhance regional innovation
capacity in emerging economies.
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1. Introduction generation, and export diversification. However, the
innovation performance of this sector remains uneven
1.1 Background across provinces, largely due to variations in

administrative efficiency, institutional governance

The food processing industry plays a strategic role in quality, and policy implementation capacity.

Vietnam’s economic transformation, contributing
significantly to industrial output, employment
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Provincial governance efficiency refers to the
effectiveness of local administrative systems in
implementing  regulations, facilitating  business
operations, and  supporting  innovation-driven
development. In developing economies, such efficiency
often determines the speed and scale at which firms adopt
new technologies and organizational practices. As
highlighted in innovation systems theory, national and
regional capabilities are fundamental determinants of
technological progress and economic growth (Fagerberg
& Srholec, 2008).

In the food processing sector, innovation is influenced
not only by firm-level R&D investments but also by
external institutional environments. For instance, R&D
intensity and capital investment significantly affect
business performance in agri-food industries (Alarcén &
Sanchez, 2013). Similarly, globalization accelerates
technology diffusion across markets, shaping innovation
pathways in countries like China and other emerging
economies (Alejla, 2023).

1.2 Problem Statement

Despite Vietnam’s rapid industrial growth, provincial
disparities in administrative efficiency have created
uneven innovation landscapes. Some provinces
demonstrate strong innovation ecosystems supported by
effective governance, while others lag due to
bureaucratic inefficiencies and weak institutional
coordination. This imbalance limits the overall
competitiveness of the national food processing industry.

1.3 Research Objectives
This study aims to:

1. Develop a policy-oriented modeling framework
to assess provincial administrative efficiency.

2. Examine the relationship between governance
efficiency and innovation capacity.

3. Analyze how institutional and organizational
factors shape innovation outcomes in the food processing
sector.

4. Provide policy recommendations for enhancing
provincial innovation ecosystems.

1.4 Scope and Significance

The study focuses on Vietnam’s food processing industry
as a representative case of emerging economy industrial
transformation. It integrates insights from global
innovation literature and adapts them to provincial
governance structures. The significance lies in providing
a structured analytical tool for policymakers to improve
administrative systems and foster innovation-driven
growth.
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2. Literature Review

Innovation in the food processing industry is widely
recognized as a multi-dimensional process influenced by
internal firm capabilities and external institutional
environments. Research shows that R&D investment and
capital allocation significantly impact Dbusiness
performance in agri-food industries (Alarcon & Sanchez,
2013). Additionally, stakeholder collaboration plays a
crucial role in enhancing innovation outcomes,
particularly in food manufacturing ecosystems where
supply chain integration is essential (Ashfaq
Bombaywala & Riandita, 2015).

Open innovation models further emphasize the
importance of inter-organizational knowledge exchange.
Bigliardi and Galati (2013) highlight that food industry
firms increasingly adopt open innovation strategies to
accelerate  product development and improve
competitiveness. This is consistent with findings that
organizational learning capabilities, supported by
intangible resources and tacit knowledge, significantly
enhance innovation performance (Bueno et al., 2010).

Consumer involvement is another critical driver of
innovation. Busse and Siebert (2018) demonstrate that
consumer participation in innovation processes enhances
product relevance and market adoption in food
industries. Similarly, eco-innovation has emerged as a
strategic pathway for sustainable transformation in agri-
food sectors, linking environmental objectives with
technological advancement (Chaparro-Banegas et al.,
2024).

From a policy perspective, national innovation systems
play a central role in shaping innovation capacity.
Fagerberg and Srholec (2008) argue that institutional
frameworks, governance quality, and absorptive
capacities collectively determine innovation
performance across countries. In this context, provincial
governance structures can be interpreted as sub-national
innovation systems influencing regional outcomes.

Government support mechanisms also significantly
affect innovation in small and medium enterprises
(SMEs). Jeong et al. (2021) show that targeted
government  interventions  improve  innovation
performance in food SMEs by reducing financial and
regulatory constraints.

Strategic analysis of innovation systems further reveals
that firms adopt different innovation strategies
depending on regional and institutional conditions.
Matopoulos and Bourlakis (2011) emphasize that
innovation strategies in food manufacturing are strongly
shaped by external governance environments and
regional policy frameworks. This insight is particularly
relevant, as it demonstrates how administrative
efficiency at the provincial level can directly influence
firm-level innovation strategies.
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Moreover, comparative industrial studies indicate that
innovation drivers vary across sectors. For example,
Ciliberti et al. (2016) highlight differences between food
and pharmaceutical industries in terms of innovation
determinants, reinforcing the importance of sector-
specific governance analysis.

3. Methodology
3.1 Research Design

This study adopts a policy-oriented analytical modeling
approach combining institutional analysis with
innovation systems theory. The framework is designed to
evaluate how provincial administrative efficiency
influences innovation capacity in Vietnam’s food
processing sector.

3.2 Conceptual Framework

The model integrates three primary dimensions:

1. Provincial Administrative Efficiency (PAE)
0 Regulatory speed and transparency

0 Ease of business operations

0 Policy implementation effectiveness
2. Innovation Capacity (IC)

0 R&D intensity

0 Technology adoption rate

0 Product and process innovation output
3. Institutional and External Drivers

0 Stakeholder collaboration

0 Government support programs

0 Market globalization effects

The interaction between these dimensions is grounded in
innovation systems theory (Fagerberg & Srholec, 2008)
and organizational capability perspectives.

3.3 Analytical Model Structure

The framework assumes that innovation capacity is a
function of provincial governance efficiency and
mediating institutional variables:

. Administrative efficiency influences innovation
directly by reducing regulatory friction.

. It also operates indirectly through improved
access to resources, stakeholder collaboration, and
enhanced organizational learning.

Mathematically, the relationship can be conceptualized
as:
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Innovation Capacity = f (Provincial Administrative
Efficiency, Institutional Support, R&D Investment,
External Market Integration)

3.4 Model Justification from Literature

The modeling approach is strongly supported by
empirical studies. For instance, Matopoulos and
Bourlakis (2011) demonstrate that innovation strategies
in food manufacturing are shaped by regional
governance conditions. This reinforces the assumption
that administrative efficiency is a structural determinant
of innovation behavior.

Additionally, R&D investment and internal capabilities
remain critical mediators (Alarcon & Sanchez, 2013),
while stakeholder collaboration enhances knowledge
diffusion (Ashfaq Bombaywala & Riandita, 2015). These
findings collectively justify the inclusion of both internal
and external variables in the model.

4. Results

The application of the policy-oriented modeling
framework reveals several key patterns regarding the
relationship between provincial administrative efficiency
and innovation capacity in Vietnam’s food processing
sector.

Firstly, provinces with higher administrative efficiency
demonstrate significantly stronger innovation outputs.
This is primarily reflected in faster business registration
processes, streamlined regulatory compliance, and more
effective implementation of industrial policies. These
conditions reduce transaction costs for firms and enable
faster allocation of resources toward R&D activities.
This aligns with the innovation systems perspective,
which emphasizes the importance of institutional
efficiency in shaping technological progress (Fagerberg
& Srholec, 2008).

Secondly, R&D investment emerges as a strong
mediating factor between governance efficiency and
innovation capacity. Consistent with empirical evidence
from agri-food industries, firms that invest in both
internal and external R&D capabilities tend to achieve
higher performance outcomes (Alarcon & Sanchez,
2013). In provinces where administrative systems
actively support innovation financing and reduce
bureaucratic constraints, R&D intensity is notably
higher.

Thirdly, stakeholder collaboration significantly enhances
innovation performance. Food processing firms
operating in regions with well-coordinated governance
structures benefit from stronger linkages between
suppliers, research institutions, and regulatory bodies.
This observation supports the findings that collaborative
ecosystems are essential drivers of innovation in the food
industry (Ashfaq Bombaywala & Riandita, 2015).
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Fourthly, open innovation adoption is more prevalent in
provinces with efficient governance systems. Firms in
such regions are more likely to engage in external
knowledge sourcing, technology transfer, and cross-
industry collaboration. This reflects the importance of
institutional flexibility in enabling innovation diffusion,
as emphasized in open innovation models (Bigliardi &
Galati, 2013).

Fifthly, organizational learning capacity plays a crucial
role in amplifying the effects of administrative
efficiency. Firms with strong internal knowledge systems
and tacit knowledge integration are better positioned to
convert institutional support into innovation outcomes
(Bueno et al., 2010).

Finally, government support programs, particularly those
targeting SMEs, significantly enhance innovation
performance when implemented effectively. Targeted
subsidies, training programs, and regulatory facilitation
contribute to reducing innovation barriers (Jeong et al.,
2021). However, the effectiveness of these programs is
highly dependent on provincial administrative capability.

Overall, the findings indicate that administrative
efficiency acts as a foundational enabler of innovation
capacity, but its impact is maximized when combined
with R&D investment, stakeholder collaboration, and
open innovation practices. Notably, the strategic
frameworks identified in comparative studies of food
manufacturing industries further reinforce that regional
governance structures strongly determine innovation
trajectories (Matopoulos & Bourlakis, 2011).

5. Discussion

The results of this study highlight the central role of
provincial administrative efficiency as a structural
determinant of innovation capacity in Vietnam’s food
processing industry. The findings confirm that
governance quality is not merely a background condition
but an active driver of innovation performance.

From a theoretical perspective, the results strongly
support innovation systems theory, which argues that
innovation is shaped by the interaction between
institutions, organizations, and policies (Fagerberg &
Srholec, 2008). In this context, provincial
administrations function as sub-national innovation
system actors that influence firm behavior through
regulatory design and policy execution.

The study also reinforces the importance of R&D and
capital investment in driving innovation outcomes. As
demonstrated in prior research, firms with higher R&D
intensity exhibit stronger business performance in agri-
food sectors (Alarcon & Sanchez, 2013). However, this
study extends the literature by showing that R&D
effectiveness is significantly moderated by provincial
governance efficiency.

The Am. J. Manag. Econ. Innov. 2026

Volume 08 - 2026

A key theoretical implication is the confirmation of
multi-level innovation dynamics. Innovation is not solely
firm-driven but emerges from the interaction between
firm capabilities and external institutional environments.
This aligns with evidence that organizational learning
and tacit knowledge significantly enhance innovation
potential when supported by enabling environments
(Bueno et al., 2010).

The study further highlights the importance of
collaboration ecosystems. Stakeholder integration across
supply chains and research networks enhances
innovation diffusion and reduces knowledge asymmetry
(Ashfag Bombaywala & Riandita, 2015). This is
particularly important in food processing industries,
where coordination between producers, regulators, and
consumers is essential.

Additionally, the findings reveal that open innovation
mechanisms are more effective in administratively
efficient provinces. This supports the argument that
institutional flexibility enhances external knowledge
absorption and technological upgrading (Bigliardi &
Galati, 2013). However, inefficient governance
structures create barriers to collaboration and slow down
innovation cycles.

Despite these insights, several limitations must be
acknowledged. First, the model does not fully capture
informal institutional dynamics, which may also
influence innovation behavior. Second, the analysis is
largely conceptual and would benefit from large-scale
empirical validation using provincial-level datasets.
Third, sectoral heterogeneity within food processing
industries may lead to variations in innovation responses
that are not fully captured in the current framework.

Overall, the discussion confirms that administrative
efficiency is a critical lever for enhancing innovation
capacity, but its effectiveness depends on complementary
factors such as R&D investment, stakeholder
collaboration, and organizational learning systems. The
strategic importance of aligning governance structures
with innovation strategies is also emphasized in
comparative industrial studies, where regional policy
environments significantly shape innovation outcomes
(Matopoulos & Bourlakis, 2011).

6. Conclusion

This study developed a policy-oriented modeling
approach to assess the relationship between provincial
administrative efficiency and innovation capacity in
Vietnam’s food processing sector. The findings
demonstrate that administrative efficiency plays a central
role in enabling innovation by reducing regulatory
barriers, improving resource allocation, and facilitating
institutional collaboration.
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The study contributes to innovation systems theory by
extending its application to sub-national governance
structures, particularly in emerging economies. It also
highlights the importance of integrating R&D
investment, stakeholder collaboration, and open
innovation practices into provincial policy frameworks.

Practically, the results suggest that policymakers should
prioritize administrative reforms aimed at improving
transparency, reducing bureaucratic delays, and
strengthening inter-agency coordination. Enhancing
governance efficiency can significantly improve the
innovation performance of food processing firms.

Future research should focus on empirical validation of
the proposed model using quantitative provincial
datasets and explore dynamic interactions between
governance efficiency and firm-level innovation
behavior over time. Additionally, comparative studies
across Southeast Asian economies could further refine
the model and enhance its generalizability.

In conclusion, strengthening provincial administrative
efficiency is not only a governance objective but also a
strategic necessity for fostering sustainable innovation-
driven growth in Vietnam’s food processing industry.
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