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Since innovation is one key resource in creating competitive advantage for the firms (Barney, 1991; Barney et al. 2001; Grant, 1991), previous studies had examined the relationship between innovation and export performance and innovation and firm profitability separately. Thus, this study endeavours to link the three indicators of innovation, export performance and firm profitability into one model, in particularly in the case of Lao garment industry.






The garment industry has been developed under a new government’s reform policy known as the New Economic Mechanism (NEM). This policy was first developed in 1986 which aiming at transforming the economy from centrally planned to market-oriented system. The Lao garment industry started in 1990 with only two factories. It expanded to 57 export-oriented companies and 43 subcontracting companies in 2004 (ALGI, 2006). The garment industry as a whole creates about 30,000 jobs and produces US$100 million goods for export annually (Boutsivongsak et al., 2002). The main markets of Lao garment products are EU, USA, Japan and other ASEAN members
This study aims to determine two main research questions: Whether or not innovation performed by Lao garment firms determine their export performance and hence, firm profitability; and Whether or not high export performance leads to high firm profitability. In the following section, the conceptual model, literature review and hypotheses development were presented. Subsequently, research methods, model assessment and test hypotheses were presented, followed by the discussion of the findings. Finally, conclusion and policy implications were noted.
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