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In�the�economic�development�of�transition�
and� developing� countries,� SMEs�play� a� key�
uROH�� $FFRuGLQJ� WR� 2(&'� �������� 60(V�
W\sLFDOO\�DFFRXQW�IRu�PRuH�WKDQ�����RI�QRQ�
IDuP�HQWHusuLVHV�DQG�JHQHuDWH�D�JuHDW�QXPEHu�
RI�mRE�RssRuWXQLWLHV�WKDW�KHOs�uHGXFH�sRYHuW\��
In� developing� countries� in� the� Asia-Paci¿c�
uHJLRQ��60(V�sOD\�D�FHQWuDO�uROH�LQ�suRPRWLQJ�
HFRQRPLF� G\QDPLVP�� LQQRYDWLRQ� DQG� mRE�
creation� (UN� 2012).� SMEs,� however,� face�
YDuLRXV�FRQVWuDLQWV�LQFOXGLQJ�OLPLWHG�DFFHVV�WR�
human� resources,�¿nance,�and�infrastructure.�
60(V�DOVR�HQFRXQWHu�FRPsOLFDWHG�suRFHGXuHV�
in� setting� up,� operating,� and� growing� their�
EXVLQHVVHV�

$PRQJ� YDuLRXV� sROLFLHV� WR� suRPRWH� WKH�
development�of�SMEs,� tackling� the� shortage�
of�high-quality�human�resources�is�considered�
DV� WKH� PRVW� HIIHFWLYH� RQH�� 7KHuH� LV� D� ODuJH�

ERG\�RI�OLWHuDWXuH�RQ�WKH�HIIHFWV�RI�suRPRWLQJ�
high-quality�human�resources�on�performance�
of�SMEs.�In�a� series�of�studies�conducted� in�
LQGXVWuLDO� FOXVWHuV� LQ� $VLD� DQG� $IuLFD�� LW� LV�
IRXQG�WKDW�PXOWLIDFHWHG�LQQRYDWLRQ�LQ�suRGXFWV��
production� organization,� and� marketing� is�
FuXFLDO� WR� WKH� LPsuRYHG� sHuIRuPDQFH� RI� WKH�
enterprises.� These� studies� also� show� that�
enterprises�with�highly�educated�entrepreneurs�
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There�are�few�rigorous�empirical�studies�about�the�roles�of�human�resource�management�
practices�(HRM)�in�performance�of�SMEs�in�transition�economies.�Based�on�a�dataset�from�
surveys�of�manufacturing�SMEs�in�Vietnam,�the�study�¿nds�that�SMEs’�owners/managers�
educational� background� has� direct� and� indirect� effects� on� HRM� outcomes� and� SMEs�
performance�and�that�HRM�practices�including�provision�of�training�and�fringe�bene¿ts�to�
workers�raise�labor�productivity�and�improve�performance�of�SMEs.

.H\ZRUGV��Human�resource�management,�performance,�SME,�Vietnam
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and�workers�tend�to�carry�out�more�innovation�
(Akoten� and�Otsuka�2007;�Cawthorne�1995;�
Geref¿� 2001;� Giuliani,� Pietrobelli,� and�
5DEHOORWWL�������1DGYL�������5DEHOORWWL�������
Schmitz� 1999;� Sonobe,�Akoten,� and� Otsuka�
�������

5HJDuGLQJ� KXPDQ� uHVRXuFH� PDQDJHPHQW�
(HRM)�of�enterprises,�it�is�theoretically�found�
that� better� HRM� may� lead� to� better� HRM�
RXWFRPHV� DQG� sHuIRuPDQFH� RI� HQWHusuLVHV�
(Beer�et�al.�1984;�Guest�1987;�Schuler�1988).�
5HVXOWV�RI�WKH�HPsLuLFDO�VWXGLHV�RQ�WKH�HIIHFWV�
of� HRM� on� performance� of� enterprises� are,�
however,�mixed.� HRM� is� found� to� enhance�
¿rm� performance� in� some� studies� (Huselid�
1995�and�Youndt�et�al.�1996).�In�other�studies,�
HRM�has�weak�or�insigni¿cant�effects�on�¿rm�
sHuIRuPDQFH��'XQsK\�DQG�6WDFH�������3XuFHOO�
������/HH�DQG�&KHH�������:RQJ�HW�DO���������
Moreover,� there� have� been� few� rigorous�
studies�about�the�link�between�HRM�and�¿rm�
sHuIRuPDQFH�RI�60(V�LQ�WuDQVLWLRQ�HFRQRPLHV��
One� exception� is� Zheng� (2013),� in� which�
HRM�concentrating�on�incentive�management�
is�the�the�best�way�for� the�Chinese�SMEs� to�
JDLQ�EHWWHu�HQWHusuLVH�sHuIRuPDQFH��7KLV�VWXG\�
was,� however,� based� on� a� small� number� of�
observations� and� did� not� effectively� analyze�
the� cause� and� effect� relationship� between�
HRM�and�enterprise�performance.���

7KHuH�DuH�D�QXPEHu�RI�VWXGLHV�DERXW�60(V�
in�Vietnam,� which� often� focus� on� exploring�
WKH� HIIHFWV�RI� LQQRYDWLRQV�DQG�KXPDQ�FDsLWDO�
on� performance� (Hansen,� Rand,� and� Tarp�
2004;�CIEM�2012;�Nguyen� et� al.� 2008;�Vu,�
Sonobe,�and�Otsuka�2009).�The�only�study�that�
mentions�about�HRM�in�SMEs�in�Vietnam�is�
Rand�and�Tarp�(2011).�However,�in�this�study�
they�only�show�that�female�entrepreneurs�tend�

to�provide�more�fringe�bene¿ts�such�as�annual�
leave,�social�bene¿ts,�and�health�insurance�to�
WKHLu� HPsOR\HHV��2WKHu� WKDQ� WKDW�� WKHuH� LV�QR�
rigours� study�about� the� relationship�between�
HRM�and�performance�of�SMEs�in�Vietnam.�

This� study� ¿lls� the� gap� in� literature� by�
empirically� analyzing� the� effects� of� HRM�
suDFWLFHV� RQ� sHuIRuPDQFH� RI� 60(V� LQ� D�
WuDQVLWLRQ�HFRQRP\�E\�XVLQJ�GDWD�IuRP�VXuYH\V�
of�SMEs�conducted�by�the�Central�Institute�of�
Economic�Management�(CIEM),� the� Institue�
of�Labor,�Science�and�Social�Affairs�(ILSSA),�
the�University�of�Copenhagen,�UNU-WIDER,�
and� the� Embassy� of� Denmark� in� Vietnam�
from� 2005� to� 2011.� It� is� found� that� better�
HRM�practices,�which�is�measured�by�SMEs’�
better�provision�of�training�and�¿nge�bene¿ts�
to� workers,� is� positively� associated� with�
KLJKHu�ODERu�suRGXFWLYLW\�DQG�EHWWHu�HQWHusuLVH�
sHuIRuPDQFH�� 7KH� VWXG\� IXuWKHu� uHYHDOV� WKDW�
human� capital� of� the� owner/manager� and�
being�located�in�industrial�zone/park�are�two�
important� determinants� of� HRM� outcomes�
DQG�sHuIRuPDQFH�RI�60(V�

The� rest� of� the� paper� is� organized� as�
follows.�Part�2�provides�an�overview�of�SMEs�
LQ� 9LHWQDP�� 3DuW� �� suHVHQWV� GDWD� DQDO\VLV�
and� advances� testable� hypotheses� followed�
E\� uHJuHVVLRQ� DQDO\VLV� suHVHQWHG� LQ� 3DuW� ���
Part�5�concludes�the�paper�with�some�policy�
LPsOLFDWLRQV�

���29(59,(:�2)�60(6�,1�9,(71$0

In� Vietnam,� SMEs� are� de¿ned� as�
independent�enterprises�with�registered�capital�
RI�QR�PRuH�WKDQ����ELOOLRQ�91'�Ru�HPsOR\LQJ�
fewer� than� 300� workers� on� average� over� a�
\HDu� �&KLQK� 3KX�� ������� 60(V� LQ� 9LHWQDP�
include� state-owned� enterprises,� non-state�
HQWHusuLVHV�� DQG� IRuHLJQ� LQYHVWHG� HQWHusuLVHV��
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the�majority�of�which�are�non-state�enterprises.�
$� ODuJH� QXPEHu� RI� WKH� 60(V� DuH� LQ� WuDGH��
PDQXIDFWXuLQJ��DQG�VHuYLFH�LQGXVWuLHV�

$ERXW�����RI� WKH� HQWHusuLVHV� LQ�9LHWQDP�
DuH� VPDOO� HQWHusuLVHV� �7DEOH� ��� EXW� WKH\�
FRQWuLEXWH�JuHDWO\�WR�WKH�HFRQRP\��$FFRuGLQJ�
to�CIEM�(2012),�about�70%�of�the�number�of�
SMEs� had�micro� size,� of�which�many� were�
KRXVHKROG� HQWHusuLVHV�� DQG� RQO\� DERXW� ���

had� medium� size.�� 1HYHuWKHOHVV�� GXuLQJ� WKH�
ODVW�VHYHuDO�GHFDGHV��60(V�KDYH�HPHuJHG�DV�
D� G\QDPLF� IRuFH� IRu� HFRQRPLF� GHYHORsPHQW�
in�Vietnam� (Hansen,� Rand,� and�Tarp� 2004).�
60(V� DFFRXQW� IRu� KDOI� RI� WRWDO� HPsOR\PHQW�
DPRQJ� DOO� W\sHV� RI� HQWHusuLVHV�� $� IDLu�
proportion� of� total� capital� was� invested� by�
60(V�DQG�60(V�JHQHuDWH�DERXW�KDOI�RI�WRWDO�
uHYHQXH�RI�DOO�HQWHusuLVHV�LQ�9LHWQDP�

1� SMEs� include�micro,� small,� and�medium�enterprises.�Micro�enterprises�have�1-9�workers.�Small�enterprises�have�10-49�
workers.�Medium�enterprises�have�50-299�workers.

7DEOH����60(V�LQ�WKH�HFRQRP\�RI�9LHWQDP

���� ���� ���� ���� ���� ����

7RWDO�QXPEHu�RI�HQWHusuLVHV������� ��� ��� ��� ��� ��� ���
3HuFHQWDJH�RI�QXPEHu�RI�60(V �� �� �� �� �� ��
Average�number�of�workers�per�SME �� �� �� �� �� ��
3HuFHQWDJH�RI�HPsOR\PHQW�E\�60(V �� �� �� �� �� ��
3HuFHQWDJH�RI�FDsLWDO�RI�60(V �� �� �� �� �� ��
3HuFHQWDJH�RI�uHYHQXH�RI�60(V� �� �� �� �� �� ��

Source:�author’s�calculation�from�data�collected�from�General�Statistics�Of¿ce�of�Vietnam

Due�to�impacts�of�the�global�¿nancial�crisis�
during�the�last�few�years,�the�SME�sector�has�
faced�great�dif¿culties.�According�to�a�report�
of�CIEM�(2012),�60%�of�the�surveyed�SMEs�
uHsRuWHG� WKDW� WKH� FuLVLV� QHJDWLYHO\� DIIHFWHG�
their� businesses� and� they� have� reduced� new�
LQYHVWPHQW�DQG�LQQRYDWLRQ�LQ������FRPsDuHG�
WR�������2XW� RI�PRuH� WKDQ� ������60(V� WKDW�
sDuWLFLsDWHG�LQ�WKH�VXuYH\�LQ�������DERXW�����
KDYH� FORVHG� E\� ����� IRu� uHDVRQV� LQFOXGLQJ�
increasing� dif¿culty� in� accessing� credit,�
increasing� inventories,� and� dif¿culties� in�
employing�skilled�labor.�During�the�¿rst�nine�
months� of� 2012,� about� 42,000� SMEs� were�
FORVHG�DQG�����RI�WKH�60(V�VXuYH\HG�KDYH�
uHGXFHG�WKHLu�QXPEHu�RI�HPsOR\HHV��

���'$7$�$1$/<6,6�$1'�7(67$%/(�
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7KLV�VWXG\�LV�EDVHG�RQ�D�GDWDVHW�IuRP�IRXu�
VXuYH\V� RI� PDQXIDFWXuLQJ� 60(V� FRQGXFWHG�
LQ�9LHWQDP� LQ� ������ ������ ������ DQG� ������
These�surveys�were�jointly�conducted�by�the�
Central� Institute� of� Economic� Management�
(CIEM),� the� Institue� of� Labor,� Science�
and� Social� Affairs� (ILSSA),� the� University�
of� Copenhagen,� UNU-WIDER,� and� the�
Embassy� of� Denmark� in�Vietnam.�The� total�
QXPEHu�RI�REVHuYDWLRQV�LQ�WKHVH�IRXu�VXuYH\V�
is�10,667.�Each�year,�a�number�of�new�SMEs�
were� added� to� the� survey� to� replace� SMEs�
that� have� exited.� Due� to�missing� values,� 80�
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7DEOH����&KDUDFWHULVWLFV�RI�WKH�RZQHUV�PDQDJHUV�DQG�WKH�VDPSOHG�60(V

���� ���� ���� ����

Owners/managers
Average�age�of�the�owners/managers ���� ���� ���� ����
Percentage�of�male�owners/managers ���� ���� ���� ����
Percentage�of�owners/managers�who�are�Kinh�ethnicity ���� ���� ���� ����
%�Owners/managers�who�completed�college/university� ��� ��� ���� ����
%�Owners/managers�who�know�at�least�one�law ���� ���� ���� ����
Number�of�persons�in�owners/managers’�household ��� ��� ��� ���

6DPsOHG�60(V
<HDuV�RI�RsHuDWLRQ ���� ���� ���� ����
%�Being�located�in�industrial�zone/park ��� ��� ��� ���
1XPEHu�RI�HQWHusuLVHV ����� ����� ����� �����

Source:�author’s�calculation�from�the�dataset

observations�were� dropped� and,� thus,� a� total�
RI��������REVHuYDWLRQV�uHPDLQ�IRu�WKH�DQDO\VLV�
LQ� WKLV� VWXG\�� 7KH� GDWDVHW� FRQWDLQV� GDWD� RQ�
characteristics�of�the�owners/managers�of�the�
60(V� DQG� GDWD� RQ� FRVW�� uHYHQXH�� DFWLYLWLHV�
RQ� KXPDQ� uHVRXuFH� PDQDJHPHQW�� DQG� RWKHu�
uHODWHG� LQIRuPDWLRQ� LQ� WKH� \HDu� ������ ������
������DQG�������uHVsHFWLYHO\�

*HQHUDO� FKDUDFWHULVWLFV� RI� WKH� RZQHUV�

PDQDJHUV�DQG�WKH�VDPSOHG�60(V

7DEOH� �� suHVHQWV� EDVLF� FKDuDFWHuLVWLFV� RI�
the�owners/managers�and�the�sampled�SMEs��
According�to�this�table,�most�of�the�owners/
PDQDJHuV� RI� 60(V� LQ� 9LHWQDP� KDYH� WKHLu�
DJHV� RI� DuRXQG� ����0RVW� RI� WKHP� DuH�PDOH�
and� belong� to� the� group� of� Kinh� ethnicity.�
5HJDuGLQJ� IRuPDO� JHQHuDO� HGXFDWLRQ�� WKH�
percentage� of� the� owners/managers� who�
KDYH� FRPsOHWHG� XQLYHuVLW\� GHJuHH� LQFuHDVHG�
VXEVWDQWLDOO\� IuRP� ����� LQ� ����� WR� ���� LQ�
2010,�suggesting�that�the�owners/managers�of�

60(V�LQ�9LHWQDP�KDYH�EHFRPH�PRuH�HGXFDWHG�
overtime.� The� majority� of� the� owners/
managers�have�knowledge�about�at�least�one�
out� of� many� laws� including� enterprise� law,�
cooperative� law,� labor� code,� customs� law,�
insurance� law,� tax� law,� environmental� law,�
land� law,� investment� law,� social� insurance�
law,�gender�equality�law.�

In� the� literature,� knowledge� and� skills� of�
HQWuHsuHQHXuV�DuH�LPsRuWDQW�GHWHuPLQDQWV�RI�ODERu�
suRGXFWLYLW\� DQG� sHuIRuPDQFH� RI� HQWHusuLVHV��
which� can� be� measured� by� gross� pro¿t,� in�
YDuLRXV� LQGXVWuLDO� FOXVWHuV� RI� PDQXIDFWXuLQJ�
enteprirses� in� African� countries� (Akoten,�
Sawada,�and�Otsuka�2006;�Akoten�and�Otsuka�
2007;� Iddrisu� and� Sonobe� 2006;� Mengiste�
2006;� Nichter� and� Goldmark� 2009).� Sonobe�
et� al.� (2007)� show� that� in� a� footwear� cluster�
LQ� (WKLRsLD� WKH� KLJKO\�HGXFDWHG� HQWuHsuHQHXuV�
perform�better� than�other.�Sonobe�and�Otsuka�
������� LQGLFDWH� WKDW� LQ� ERWK� FRXQWuLHV� LQ�$VLD�
DQG� LQ� $IuLFD� HQWHusuLVHV� RI� PRuH� HGXFDWHG�
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PDQDJHuV� WHQG� WR� KDYH� EHWWHu� sHuIRuPDQFH��
In� addition,�Vu� et� al.� (2010)� con¿rm� that� the�
proprietors�of�knitwear�enterprises� in�Vietnam�
who�are�more�educated�and�more�experienced�
in� production�and�marketing� export�more� and�
have�larger�value�added.�Given�the�fact�in�Table�
��DERXW�WKH�LQFuHDVH�LQ�HGXFDWLRQDO�OHYHOV�RI�WKH�
owners/managers� and� empirical� results� in� the�
literature,�the�following�hypothesis�is�advanced:

+��� Highly-educated� owners/managers�
achieve� higher� labor� productivity� and� better�
SHUIRUPDQFH�

7DEOH���DOVR�suHVHQWV�VRPH�FKDuDFWHuLVWLFV�
RI�WKH�VDPsOHG�HQWHusuLVHV��7KH�DYHuDJH�\HDuV�
of�operation�of� the�sampled�enterprises�were�
IuRP� DuRXQG� ��� WR� ��� \HDuV�� 1RW� PDQ\� RI�
the� sampled�SMEs�were�located�in�industrial�
zone/park.� Nevertheless,� mouH� DQG� PRuH�
SMEs�were�located�in�industrial�zone/park�in�
WKH�\HDuV�������������DQG������FRPsDuHG� WR�
WKH�\HDu������

+50� SUDFWLFHV� DQG� RXWFRPHV� RI� WKH�

VDPSOHG�60(V

Table� 3� presents� HRM� practices� of� the�
sampled� SMEs� in� different� years.�The�HRM�
suDFWLFHV� RI� WKH� VDPsOHG� 60(V� DuH� GHYLGHG�
into� four� groups:� training� workers� including�
new� and� exisiting� workers,� job� rotation�
system,� trade�union,�and� fringe�bene¿ts�paid�
to�the�workers.�Generally,�a�small�percentage�
RI� WKH� VDPsOHG� 60(V� RIIHuHG� WuDLQLQJ�� mRE�
uRWDWLRQ� V\VWHPV�� WuDGH� XQLRQV� DQG� IuLQJH�
bene¿ts� to�their�workers.�Nevertheless,�more�
SMEs� paid� basic� fringe� bene¿ts� including�
VRFLDO� LQVXuDQFH�� DFFLGHQW� FRPsHQVDWLRQ��
sick� leave,�maternal� leave�with�payment�and�
without� payment,� and� annual� leave� to� their�
workers.�This�¿nding� suggests� that�SMEs� in�
9LHWQDP� FRXOG� QRW� DIIRuG� WR� sD\� PRuH� WKDQ�
basic�fringe�bene¿ts�to�their�workers.�This�is�
understandable�due�to�weak�¿nancial�capacity�
RI�60(V�DQG�GXH�WR�RWKHu�uHDVRQV��

7DEOH����+50�SUDFWLFHV�RI�WKH�VDPSOHG�60(V

���� ���� ���� ����

%�that�trained�new�workers ���� ���� ��� ���
%�that�trained�existing�workers ��� ��� ��� ���
��WKDW�KDG�DXWRPDWLF�uRWDWLRQ�V\VWHP ���� ��� ��� ���
��WKDW�KDG�WuDGH�XQLRQ ��� ���� ��� ���
%�that�offered�severance�pay�due�to�worker�incompetence ��� ��� ��� ���
%�that�offered�severance�pay�due�to�general�cutback�in�¿rm ���� ��� ��� ����
��WKDW�sDLG�VRFLDO�LQVXuDQFH ���� ���� ���� ����
��WKDW�sDLG�DFFLGHQW�FRPsHQVDWLRQ ���� ���� ���� ����
%�that�paid�sick�leave ���� ���� ���� ����
��WKDW�sDLG�PDWHuQDO�OHDYH ���� ���� ���� ����
%�that�offered�maternal�leave�without�pay ���� ���� ���� ����
��WKDW�sDLG�DQXDO�OHDYH ���� ���� ���� ����
1XPEHu�RI�HQWHusuLVHV ����� ����� ����� �����

Source:�author’s�calculation�from�the�dataset
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This�¿nding�has�two�possible�implications.�
First,�basic�fringe�bene¿ts�are�very�important�
for�workers�and,�thus,�SMEs�tried�their�best�to�
offer�them.�Second,�workers�of�SMEs�were�not�
given�much�of�other�bene¿ts�such�as�training�
DQG�VHYHuDQFH�sD\�VR� WKDW�60(V� WKDW�RIIHuHG�
these�additional�bene¿ts�might�have�had�their�
workers�working�much�harder.�

Table� 4� presents� differences� in� HRM�
outcomes� between� SMEs� that� carried� out�
HRM� practices� and� those� that� did� not� in�
������$V� LQGLFDWHG� LQ� WKH� VWXGLHV�E\�%HHu� HW�
al.� (1984)�and�Guest� (1987),� there�are�many�
indicators�that�can�be�used�to�measure�HRM�
outcomes,�of�which�labor�productivity�is�most�
commonly�used.�Therefore,� in� this�study�we�

7DEOH����/DERU�SURGXFWLYLW\�RI�WKH�VDPSOHG�60(V�LQ�����

<HV�Ru�
1R

/DERu�suRGXFWLYLW\��
�ELOOLRQ�91'�

1XPEHu�RI�
HQWHusuLVHV

Trained�new�workers
< ���


 ���
1 ��� �����

Trained�existing�workers
< ���


 ���
1 ��� �����

Had�automatic�rotation�system
< ���


 ���
1 ��� �����

Had�trade�union
< ����


 ���
1 ��� �����

Offered� severance� pay� due� to� worker�
LQFRPsHWHQFH

< ���


 ���
1 ��� �����

Offered�severance�pay�due�to�general� cutback�
in�¿rm

< ���


 ���
1 ��� �����

3DLG�VRFLDO�LQVXuDQFH
< ����


 ���
1 ��� �����

3DLG�DFFLGHQW�FRPsHQVDWLRQ
< ���


 ���
1 ��� �����

Paid�sick�leave
< ���


 ���
1 ��� �����

3DLG�PDWHuQDO�OHDYH
< ���


 ���
1 ��� �����

Offered�maternal�leave�without�pay
< ���


 ���
1 ��� �����

3DLG�DQXDO�OHDYH
< ���


 ���
1 ��� �����

1XPEHu�RI�HQWHusuLVHV �����

Source:�author’s�calculation�from�the�dataset
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7DEOH����3HUIRUPDQFH�RI�WKH�VDPSOHG�60(V

���� ���� ���� ����

Average�number�of�regular�full-time�workers ����� ����� ����� �����
Real�gross�pro¿t ���� ���� ���� ����
1XPEHu�RI�HQWHusuLVHV ����� ����� ����� �����

Source:�author’s�calculation�from�the�dataset

7DEOH����+50�SUDFWLFHV�DQG�SHUIRUPDQFH�WKH�VDPSOHG�60(V�LQ�����

<HV�RU�

1R

Real�gross�pro¿t
�ELOOLRQ�91'�

1XPEHU�RI�

HQWHUSULVHV

Trained�new�workers
< ���


 ���
1 ��� �����

Trained�existing�workers
< ��� ���
1 ��� �����

Had�automatic�rotation�system
< ���


 ���
1 ��� �����

Had�trade�union
< ���


 ���
1 ��� �����

Offered�severance�pay�due�to�worker�
LQFRPsHWHQFH

< ���


 ���
1 ��� �����

Offered�severance�pay�due�to�general�cutback�in�
¿rm

< ���


 ���
1 ��� �����

3DLG�VRFLDO�LQVXuDQFH
< ���


 ���
1 ��� �����

3DLG�DFFLGHQW�FRPsHQVDWLRQ
< ���


 ���
1 ��� �����

Paid�sick�leave
< ���


 ���
1 ��� �����

3DLG�PDWHuQDO�OHDYH
< ���


 ���
1 ��� �����

Offered�maternal�leave�without�pay
< ��� ���
1 ��� �����

3DLG�DQXDO�OHDYH
< ���


 ���
1 ��� �����

1XPEHu�RI�HQWHusuLVHV �����

Source:�author’s�calculation�from�the�dataset
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use� labor� productivity,� which� is� calculated�
E\�YDOXH�DGGHG�RYHu�QXPEHu�RI� uHJXODu� IXOO�
time�workers,� to� measure� HRM�outcome� of�
SMEs.� For� all� types� of� HRM� practices,� the�
60(V�WKDW�FDuuLHG�WKHP�RXW�KDG�KLJKHu�ODERu�
suRGXFWLYLW\� WKDQ� RWKHuV�� 7KH� GLIIHuHQFHV� LQ�
ODERu� suRGXFWLYLW\� DuH� IuRP� ���� WLPHV� WR� ����
times�and�are�all�statistically�signi¿cant�at�1%�
signi¿cant� level.� This� ¿nding� indicates� that�
HRM� practices� have� signi¿cant� effects� on�
HRM�outcomes�of�SMEs.�This�¿nding�is�also�
in�line�with�other�studies�by�Beer�et�al.�(1984),�
Guest� (1987)� and� Schuler� (1988)� showing�
that� better� HRM� practices� improve� HRM�
outcomes,� which� include� labor� productivity�
of� enterprises.� It� is,� therefore,� reasonable� to�
postulate�the�following�hypothesis:

+��� The� SMEs� that� offer� training� and�
fringe�bene¿ts�to�workers�tend�to�have�higher�
labor�productivity�than�others.

3HUIRUPDQFH�RI�WKH�VDPSOHG�60(V

Operation� size,� which� is� measured� by�
number�of�full-time�workers,�and�performance�
of�the�sampled�SMEs,�which�is�measured�by�
gross�pro¿t,�is�presented�in�Table�5.�There�was�
gradual�contraction�in�operation�size�of�SMEs�
during�the�study�period.�There�was�a�decrease,�
which� is� statistically� signi¿cant�at�1%� level,�
in� the� average� operation� size� of� the� SMEs�
between�2004�and�2010.�Real�gross�pro¿t�of�
SMEs,�which�is�calculated�by�deviding�gross�
pro¿t� by� GDP� deÀators� of� respective� years,�
LQFuHDVHG� VOLJKWO\��1HYHuWKHOHVV�� WKH� LQFuHDVH�
was�not�statistically�signi¿cant.���

7DEOH� �� FRPsDuHV� sHuIRuPDQFH�PHDVXuHG�
by�real�gross�pro¿t�of�the�SMEs�that�practiced�
HRM� and� those� that� did� not� in� 2010.� Real�
gross�pro¿t�of�the�SMEs�that�practiced�HRM�
was�higher�than�the�SMEs�that�did�not.�Except�

the� two� differences� in� gross� pro¿t� between�
the� SMEs� that� trained� existing� workers� and�
the�SMEs�that�did�not�and�between�the�SMEs�
that� paid�maternal� leave� to� workers� and� the�
60(V�WKDW�GLG�QRW��DOO�RI�WKH�RWKHu�GLIIHuHQFHV�
were�highly�signi¿cant.�In�other�studies,�it� is�
found�that�HRM�decisions�are�likely�to�have�
LPsRuWDQW�DQG�sRVLWLYH�HIIHFWV�RQ�sHuIRuPDQFH�
of� enterprises� (Guest,� 1987;� Youndt� et� al.,�
1996;� Becker� and� Gerhart,� 1996;� Boxall,�
1996;�Bowen�and�Ostroff,�2004).�As�a�result,�
it� is� reasonable� to� postulate� the� following�
K\sRWKHVLV��

+���The�SMEs� that�provide�workers�with�
training�and�fringe�bene¿ts�have�larger�gross�
pro¿t�than�others.

���5(*5(66,21�$1$/<6,6

5HJUHVVLRQ�VWUDWHJ\

This� study� intends� to� show� that� HRM�
practices� affect� HRM� outcomes� and� HRM�
RXWFRPHV� DIIHFW� sHuIRuPDQFH� RI� 60(V�� 7R�
show� these� effects,� two-stage� regressions�
are� ideally� suitable.� In� the� ¿rst-stage,� both�
HRM� outcomes� and� performance� of� SMEs�
DuH�uHJuHVVHG�RQ�WKH�VDPH�VHW�RI�LQGHsHQGHQW�
YDuLDEOHV� LQFOXGLQJ� KXPDQ� FDsLWDO� DQG� RWKHu�
characteristics� of� the� owners/managers,�
characteristics�of�SMEs�and�HRM�practices.�
In� the� second� stage,� performance� will� be�
regressed�on�HRM�outcomes�of�SMEs.

Speci¿cally,� in� the� ¿rst� stage,� the�
following�regression�model�is�used:

εββββ ++++= HRMHK;FP ����

�����

where� FP� is� either� HRM� outcomes,�
which�are�measured�by�labor�productivity,�or�
performance�of�SMEs,�which�is�measured�by�
real�gross�pro¿t,�;�is�a�vector�which�includes�
variables� for� characteristics� of� the� owners/
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PDQDJHuV�LQFOXGLQJ�GXPP\�YDuLDEOHV�IRu�DJH��
JHQGHu�� HWKQLFLW\�� D� YDuLDEOH� IRu� QXPEHu� RI�
people� in� the� owner/manager’s� household,� a�
YDuLDEOH� IRu�\HDuV�RI�HVWDEOLVKPHQW�RI� 60(V�
DQG� D� GXPP\� YDuLDEOH� IRu� WKH� ORFDWLRQV� RI�
SMEs�indicating�whether�they�are�located� in�
industrial�zone/park,�HK�LV�D�YHFWRu�IRu�KXPDQ�
capital� of� the� owners/managers� including�
GXPP\� YDuLDEOHV� IRu� WKHLu� XQLYHuVLW\� OHYHO�
and�knowledge�about�laws,�HRM� LV�D�YHFWRu�
of� dummy� variables� for� HRM� practices�
including�provision�of�training�to�new�workers,�
provision� of� training� to� existing� workers,�
VHWWLQJ� Xs� D� mRE� uRWDWLRQ� V\VWHP�� RIIHuLQJ�
severance� pay� due� to� worker� incompetence,�
offering�severance�pay�due�to�general�cutback�
LQ�60(V��HVWDEOLVKLQJ�WuDGH�XQLRQV�LQ�60(V��
RIIHuLQJ� VRFLDO� LQVXuDQFH�� RIIHuLQJ� DFFLGHQW�
compensation,� offering� sick� leave� payment,�
RIIHuHLQJ�PDWHuQDO� OHDYH� sD\PHQW�� RIIHuHLQJ�
maternal� leave� without� payment,� and�
offereing� annual� leave�payment.� These� ¿rst-
stage� regressions� will� reveal� effects� of� two�
PDLQ�LQWHuHVWHG� IDFWRuV��L�H�� KXPDQ�FDsLWDO�RI�
the�owners/managers�and�HRM�practices,�on�
HRM� outcomes� and� performance� of� SMEs.�
In� the� ¿rst-stage� regressions,� Fixed� Effect�
PRGHOV�DuH�XVHG�

In�the�second�stage,�the�following�regression�
PRGHO�LV�XVHG�

εβββ +++= HRMO;P ���
�����

where�P�LV�sHuIRuPDQFH�RI�60(V�PHDVXuHG�
by�real�gross�pro¿t,�;�LV�WKH�VDPH�YHFWRu�DV�LQ�
the�¿rst-stage�regressions,�HRMO�LV�D�YHFWRu�
for�HRM�outcomes,�which�are�measured� by�
ODERu�suRGXFWLYLW\�RI�60(V��7KH�uHODWLRQVKLs�
between� HRMO� DQG� P� LV� sRWHQWLDOO\�
HQGRJHQRXV��7KH�HQGRJHQHLW\�suREOHP�DuLVHV�
not� only� from� the� fact� that� HRM� outcomes�

are�endogenous�variables�but�also�that�HRM�
suDFWLFHV�DuH�DOVR�DIIHFWHG�E\�IDFWRuV�VXFK�DV�
FKDuDFWHuLVWLFV� RI� 60(V� DQG� FKDuDFWHuLVWLFV�
of� the� owners/managers.� As� a� result,� direct�
estimation�of� equation� (2)� by� using� an�OLS�
model� without� taking� the� endogeneity� into�
account�will� lead�to�a�biased�estimate�of� the�
effects� of� HRM� outcomes� on� performance�
RI� 60(V�� 7KLV� LV� EHFDXVH� HRMO� PD\� EH�
correlated� with� the� error� term.� An� ideal�
solution�to�deal�with�the�endogeneity�problem�
is� the� instrumental� variable� approach� (IV)�
model.�Application�of�the�IV�model�amounts�
to� ¿nding� of� an� instrumental� variable� that�
DIIHFWV�HRMO�EXW�GRHV�QRW�DIIHFW�P�GLuHFWO\��
Unfortunately,� we� have� not� been� able� to�
¿nd� such� an� instrumental� variable.� Thus,�
we� decided� to� apply� the�Fixed�Effect�model�
for� the� second-stage� regressions.� The� Fixed�
(IIHFW� PRGHO� FDQQRW� VROYH� WKH� HQGRJHQHLW\�
suREOHP� FRPsOHWHO\� EXW� KHOs� WR� uHPRYH� WKH�
HIIHFWV�RI�XQREVHuYHG�WLPH�LQYDuLDQW�YDuLDEOHV�
and�neutralize� the� impact�of� the�endogenous�
YDuLDEOH�

5HJUHVVLRQ�UHVXOWV

7KH� uHJuHVVLRQ� uHVXOWV� DuH� suHVHQWHG� LQ�
Table�7�and�Table�8.� In�all�of� the� regression�
IXQFWLRQV��)(�PRGHOV�DuH�DssOLHG��5HJuHVVLRQV�
in� Table� 7� are� ¿rst-stage� and� correspond� to�
equation� (1)� mentioned� above.� Regressions�
LQ�7DEOH���DuH�VHFRQG�VWDJH�DQG�FRuusHVRQG�WR�
equation�(2)�metioned�above.

In�Table�7,�labor�productivity,�which�is�used�
to�measure�HRM� outcomes,� is� regressed� on�
two�set�of�independent�variables.�The�¿rst�set�
includes� variables� that� reÀect� characteristics�
of� the� owners/managers� of� SMEs� and�
FKDuDFWHuLVWLFV� RI� 60(V�� 7KH� VHFRQG� VHW�
includes�HRM�practice�variables.� In� the� two�
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uHJuHVVLRQV� LQ� 7DEOH� ��� XQLYHuVLW\� HGXFDWLRQ�
and� knowledge� about� laws� of� the� owners/
managers�have�positive�and�signi¿cant�effects�
on�labor�productivity.�This�¿nding� is� similar�
WR�PDQ\�RWKHu�VWXGLHV�DERXW�60(V�LQ�9LHWQDP��
suggesting�that�human�capital�of�the�owners/
PDQDJHuV�LV�LPsRuWDQW�IRu�uDLVLQJ�suRGXFWLYLW\�
RI� 60(V�� 7KHuHIRuH�� LW� VXssRuWV� K\sRWKHVLV�
H1.� It� is� also� interesting� to� ¿nd� that� the�
SMEs� that� had� fewer� years� of� operation� or�
\RXQJHu�60(V�DQG�WKH�60(V�WKDW�DuH�ORFDWHG�
in� industrial� zones/parks� had� higher� labor�

suRGXFWLYLW\�WKDQ�RWKHuV��5HJDuGLQJ�WKH�HIIHFWV�
of�HRM�practices�on�labor�productivity,�it�is�
revealed�that�except�the�variables�of�training�to�
new�workers�and�severance�pay�due�to�general�
cutback�in�¿rms�all�other�variables�for�HRM�
suDFWLFHV� LQFOXGLQJ� suRYLVLR� RI� WuDLQLQJ� DQG�
fringe� bene¿ts� to�workers� have� positive� and�
signi¿cant�effects�on�labor�productivity.�This�
¿nding� supports� Hypothesis� H2,� indicating�
that�HRM� practices� are� important� for� HRM�
RXWFRPHV�LQ�60(V�LQ�9LHWQDP�

�7DEOH����'HWHUPLQDQWV�RI�+50�RXWFRPH�

� /DERU�SURGXFWLYLW\
/DERU�

SURGXFWLYLW\

Owner/manager�with�university�degree �����


 �����



������ ������

Owner/manager�who�knows�at�least�one�law� �����


 �����



������ ������

Owner/manager’s�age ����� �����
������ ������

Owner/manager’s�gender�(male=1)� ������


 ������



������ ������

Owner/manager’s�ethnicity�(Kinh=1)� �����


 �����



������ ������

<HDuV�RI�RsHuDWLRQ�RI�WKH�60(V ������


 ������



������ ������

No.�of�members�in�owner/manager’s�household ������ ������
������ ������

Location�of�SMEs�(industrial�zone/park=1) �����


 �����



������ ������

Train�new�worker�(Yes=1) �����
������

Train�existing�worker�(Yes=1) �����



������

-RE�uRWDWLRQ�V\VWHP��<HV �� �����

������

Severance�pay�due�to�worker�incompetence�(Yes=1) �����


������
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Severance�pay�due�to�general�cutback�in�¿rm�(Yes=1) �����
������

7uDGH�8QLRQ��<HV �� �����

������

6RFLDO�LQVXuDQFH��<HV �� �����



������

$FFLGHQW�FRPsHQVDWLRQ��<HV �� �����



������

Sick�leave�payment�(Yes=1) �����


������

Maternal�leave�with�payment�(Yes=1)� �����



������

Maternal�leave�without�payment�(Yes=1) �����



������

$QQXDO�OHDYH�sD\PHQW��<HV �� �����



������

&RQVWDQW ������ ������
� ������ ������
1XPEHu�RI�60(V ������ ������
Note:�All�regressions�consist�of�sectoral�variables.�Figures�in�brackets�are�absolute�values�of�standard�
errors.�*,�**,�and�***�presents�statistically�signi¿cant�levels�at�10%,�5%,�and�1%,�respectively.�

7DEOH� �� suHVHQWV� uHJuHVVLRQ� uHVXOWV� RI�
GHWHuPLQDQWV�RI�sHuIRuPDQFH�RI�60(V��7KH�
uHJuHVVLRQV� LQ� WKLV� WDEOH� DuH� VHFRQG�VWDJH�
regressions,� which� are� used� to� analyze�
effects� of�HRM�outcomes� on� performance�
of� SMEs.� In� these� regressions,� real� gross�
pro¿t� is� used� to� proxy� for� performance�
of� SMEs.� In� this� table,� real� gross� pro¿t� is�
also� regressed� on� the� variable� for� HRM�
outcomes,�which� is� labor�productivity,� and�
the�same�two�sets�of�independent�variables�
as�speci¿ed�in�Table�7.

Effects� of� the� owner/manager� and�
enterprise�characteristics�and�HRM�outcomes�
RQ� sHuIRuPDQFH� RI� 60(V� DuH� suHVHQ� WHG� LQ�
regressions� in� Table� 8.� In� the� ¿rst� column,�
human� capital� of� the� owner/managers� and�
location� of� SMEs� inside� of� industrial� zones/

parks�have�positive�and�signi¿cant�effects�on�
performance�of�SMEs.�This�¿nding�supports�
hypothesis�H1.�Together�with�the�¿ndings� in�
Table�7�it� is�con¿rmed�that�human�capital�of�
the�owners/managers�and�locations�of�SMEs�
are� two� important� determinants� of� SMEs’�
sHuIRuPDQFH�LQ�9LHWQDP��

In�Table�8,�the�variables�training�of�new�and�
existing�workers�have�positive�and�signi¿cant�
effects� on� real� gross� pro¿t,� revealing� the�
importance�of�training�workers�to�performance�
RI�60(V�LQ�9LHWQDP��7KH�YDuLDEOH�VHuYHuDQFH�
pay�due�to�worker�imcompetence�has�positive�
and�signi¿cant� signs� in� regressions� for� labor�
suRGXFWLYLW\� 7DEOH� �� EXW� LQ� 7DEOH� �� LW� KDV�
negative� and� signi¿cant� signs.� This� ¿nding�
VXJJHVWV� WKDW� WKH� OD\� RII� RI� LQFRPsHWHQW�
workers� helps� to� increase� labor� productivity�
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and� the� servance� payment� to� these� workers�
reduces�gross�pro¿t�of�the�SMEs.�In�contrast,�
WKH� HIIHFWV� RI� VHuYHuDQFH� sD\PHQW� GXH� WR�
general�cutback�in�¿rms�on�labor�productivity�
DV� suHVHQWHG� LQ� 7DEOH� �� DQG� RQ� sHuIRuPDQFH�
RI�60(V�DV�suHVHQWHG�LQ�7DEOH���DuH�GLIIHuHQW��
7KLV� W\sH�RI� sD\PHQW�KDV�QR� HIIHFW�RQ� ODERu�
suRGXFWLYLW\�EXW�KDV�sRVLWLYH�HIIHFWV�RQ�JuRVV�
pro¿t,� suggesting� that� the� lay�off�of�workers�
GXuLQJ� uHFHVVLRQ� sHuLRG� RI� 60(V� GRHV� QRW�
affect� HRM� outcomes� but� helps� to� improve�
performance�of�SMEs.�In�addition,�setting�up�
D�WuDGH�XQLRQ�DQG�sD\PHQW�RI�VRFLDO�LQVXuDQFH�
ERWK� KHOs� WR� LQFuHDVH� ODERu� suRGXFWLYLW\� DQG�
sHuIRuPDQFH�RI�60(V�DV� WKH�uHVXOWV� LQ�7DEOH�
7�and�8�suggest.�All�of�these�¿ndings�support�
Hypothesis�H3.

It�is�noted�that�in�the�Column�(1)�of�Table�
8� the� coef¿cient� of� the� labor� productivity�
variable�is�positive�and�highly�signi¿cant�at�1%�

level.�This�¿nding�shows�that�HRM�outcomes,�
which� are� measured� by� labor� productivity,�
determine�SMEs’�performance.�

We� also� get� other� interesting� ¿ndings�
in� both�Table� 7� and�Table� 8.� In� Column� (2)�
and� (3)� of� Table� 8,� the� coef¿cients� of� the�
university� degree� of� the� owners/managers,�
their� knowledge� about� laws,� and� location� of�
60(V� YDuLDEOHV� DuH� sRVLWLYH� EXW� QR� ORQJHu�
signi¿cant,� suggesting� that� their� effects�
RQ� sHuIRuPDQFH� RI� WKH� 60(V� KDYH� EHHQ�
transimitted� through� the� HRM�practices� and�
HRM�outcome.� The�¿nal� note� is� that� in� the�
existence� of� the� variable� for�HRM� practices�
in�Table�8�the�variable�HRM�outcomes,�which�
are� proxied� by� labor� productivity,� is� still�
positive�but�no�longer� signi¿cant,�suggesting�
that� HRM� practices� have� direct� effects� on�
sHuIRuPDQFH�RI�60(V�DsDuW� IuRP� LWV�LQGLuHFW�
effects�on�HRM�outcomes.���

7DEOH����'HWHUPLQDQWV�RI�SHUIRUPDQFH�RI�60(V

�
5HDO�JuRVV�
pro¿t
���

5HDO�JuRVV�
pro¿t
���

5HDO�JuRVV�
pro¿t
���

Owner/manager�with�university�degree �����


 ����� �����
������ ������ ������

Owner/manager�who�knows�at�least�one�law �����

 ����� �����
������ ������ ������

Owner/manager’s�age ������ ������
 ������
��
������� ������� �������

Owner/manager’s�gender�(male=1)� ������


 ������

 ������

�
������ ������ ������

Owner/manager’s�ethnicity�(Kinh=1)� ����� ����� �����
������ ������ ������

<HDuV�RI�RsHuDWLRQ�RI�WKH�60(V ����� ����� �����
������� ������� �������
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No.�of�members�in�owner/manager’s�household ������ ������ ������
������ ������ ������

Location�of�SMEs�(industrial�zone/park=1) �����


 ����� �����
������ ������ ������

Labor�productivity�(va/regular�full-time�worker)� �����


 ������
������� �������

Train�new�worker�(Yes=1) �����


 �����



������ ������

Train�existing�worker�(Yes=1) �����


 �����



������ ������

-RE�uRWDWLRQ�V\VWHP��<HV �� ����� �����
������ ������

Severance�pay�-�worker�incompetence�(Yes=1) ������
 ������
��
������ ������

Severance�pay�–�general�cutback�in�¿rm�(Yes=1) �����


 �����



������ ������

7uDGH�8QLRQ��<HV �� �����


 �����



������ ������

6RFLDO�LQVXuDQFH��<HV �� �����

 �����

�
������ ������

$FFLGHQW�FRPsHQVDWLRQ��<HV �� ������ ������
������ ������

Sick�leave�payment�(Yes=1) ������ ������
������ ������

Maternal�leave�with�payment�(Yes=1)� ����� �����
������ ������

Maternal�leave�without�payment�(Yes=1) ����� �����
������ ������

$QQXDO�OHDYH�sD\PHQW��<HV �� ����� �����
������ ������

&RQVWDQW ������ ������ ������
� ������ ������ ������
1XPEHu�RI�60(V ������ ������ ������
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Despites� many� studies� analyzing�
GHWHuPLQDQWV� RI� sHuIRuPDQFH�RI� 60(V�� OLWWOH�
is� known� about� the� roles� of� HRM� practices�
and� HRM� outcomes� in� SMEs� in� transition�
economies.� This� study� inquires� into� the�
effects�of�HRM�practices�and�HRM�outcomes�
RQ� sHuIRuPDQFH� RI� 60(V� LQ� 9LHWQDP�� 7KH�
¿ndings�of�the�study�reveal�that�HRM�practices�
of�SMEs�including�training�of�workers,�setting�
Xs� WuDGH� XQLRQV�� LPsOHPHQWLQJ� mRE� uRWDWLRQ�
systems,�and�offering�various� fringe�bene¿ts�
to�the�workers�are�positively�correlated�with�
HRM�outcomes,�which�are�measured�by�labor�
productivity,�and�performance�of�SMEs,�which�
is� measured� by� real� gross� pro¿t.� Moreover,�
the�study�shows�that�HRM�outcomes�play�an�
LPsRuWDQW�uROH�LQ�sHuIRuPDQFH�RI�60(V��7KLV�
¿nding� suggests� that� raising� awareness� of�
WKH�HQWuHsuHQHXuV�RI�60(V�DERXW�LPsRuWDQFH�
of� HRM� and� providing� them� with� better�
knowledge�and�skills�in�HRM�practices�would�
EH�HVVHQWLDO�IRu�WKH�GHYHORsPHQW�RI�60(V�LQ�
WuDQVLWLRQ�HFRQRPLHV�

The� study� also� ¿nds� direct� and� indirect�
effects� of� human� capital� of� the� owners/
PDQDJHuV�RI�60(V�DQG� ORFDWLRQ�RI�60(V�LQ�
industrial� zones/parks� on� labor� productivity�
and�performance.�These�¿ndings�suggest�that�
sXEOLF� suRYLVLRQ� RI� HGXFDWLRQ� DQG� WuDLQLQJ�
to� the� owners/managers� and� better� physical�
infrastructure� such� as� industrial� zones/parks�
shall�warrant�the�development�of�SMEs.�

7KHuH� DuH� FHuWDLQ� OLPLWDWLRQV� RI� WKLV�
research.� Using� of� Fixed� Effects� models� is�
not� ideal� to� tackle� the� endogeneity� problem�
caused� by� the� endogenous� HRM� outcome�
YDuLDEOH� DV� LQGLFDWHG� LQ� WKH� sDsHu�� 2WKHu�
GDWDVHW� WKDW� FRQWDLQV� LQVWuXPHQWDO� YDuLDEOHV�
should� be� expected� to� solve� the� problem.�
0RuHRYHu�� WKH� suDFWLFHV� DQG� RXWFRPHV� RI�
HRM�presented�in�the�research�are�limited�and�
VXEmHFW�WR�DYDLODELOLW\�RI�GDWD��6XFK�suDFWLFHV�
and� outcomes� do� not� fully� represent� HRM�
and,�thus,�a�better�dataset�is�expected�to�make�
future� research�to� inquire�more� into�possible�
channels� that�HRM�may� affect� performance�
RI�60(V�q
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