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Abstract: In the digital era, the socio-economic and technological environment is changing
continuously. Business productivity is becoming a more and more significant issue in the economy
and it is essential to find out what motivates and limits productivity. The inequality in economic
development of different provinces in each country is getting higher priority of government in both
developed and developing countries. In this comparative study, we chose Hertfordshire in UK and
Hung Yen in Vietnam, two provinces nearby the capitals of those countries respectively. These
provinces have similar geographic characteristics and types of business structure. The study
explores the constraints of business productivity. Hung Yen, one of Hanoi's nearby provinces,
enjoys spillover benefits from the capital city's development. However, Hung Yen has to face
many challenges from its geographical location and a shortage of high-quality human resources
(people who tend to work and develop their careers in the capital). The same as Hung Yen, in the
UK Hertfordshire is a county adjacent to London and suffers the same challenges related to
graduate skills’ mobility and productivity gaps in the STEM skilled sectors. The correlation in
business development issues between Hertfordshire and London is similar to the one between
Hung Yen and Hanoi, in growth, hard-to-fill skills vacancies and productivity. In recent years,
Hertfordshire has had numerous achievements in economic development and improved
productivity growth. Therefore, the authors have focused on enterprises in these two provinces
with their influencing/constraining productivity factors, including: i) innovation and technology
through product/service launches; ii) workforce skill gaps; iii) leadership and management
constraints; and iv) business constraints. From that, we propose some recommendations to foster
business productivity of enterprises located in the two provinces.
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1. Introduction
1.1. Productivity in the Digital Era

The 21st-century has seen a shift from the
industrial revolution to the new economic
domination of information technology [31]. In
this “digital era”, digital technologies play a
prominent role in shaping and regulating the
behaviors, performances and standards of the
societies, communities, organizations, and
individuals [20]. Vietnam is assessed to be one
of the fastest-growing countries in digital
technology development. Vietnam’s
information technology and e-commerce sector
and digital financial services have been well-
developed over recent years [4].

In the digital era, applying digital
technology can help enterprises enhance
effectiveness, reduce costs, rationalize labor
demand and strengthen innovative activities to
better capture opportunities; thus reshaping
business models and changing the barriers for
integration, improved transparency, and
increased firm productivity [21]. In the “Annual
economic report of 2019: improving labor
productivity in the digital economy”, recently,
Dat T.T, Thanh T.T et al (2019) showed the
positive influence of digital technology on total
factor productivity (TFP) [4].

Vietnam is a country with a young,
dynamic population that is diligent to learn,
research and apply science and technology. It is
also situated in a region with rapid digital

economic development, having a very fast
technology innovation speed delivery. The TFP
of Vietnam has increased in recent years, which
has helped contribute significantly to the GDP
growth of the country.

1.2. Local Issues for Enterprises in Hertfordshire
Addressing Productivity Challenges

Over the last twenty years, the focus of the
UK government’s economic policy has been on
improving UK growth and productivity [6]. At
a national level, the SME community represents
over 99.9 % of all businesses in the UK. The
UK government’s focus before Covid-19 was,
and after will be, on increasing the productivity
of SME’s to both improve UK economic
growth and employment opportunities [17].
This same body of research suggests that these
businesses also recognize the importance of
investing in skills, R&D, and general capital
assets. Effective supply-side and demand-side
policies by the local UK ecosystem both
supports enterprises’ innovation and export
growth aspirations. What is less-known at the
local level, is the particular ecosystem
characteristics that most influence enterprises’
future innovation activities, potential turnover
growth, and improved productivity. Hence, the
importance of more research investigating this
linkage, and particularly at the regional level
(e.g. Hertfordshire) [5].

Table 1. TFP growth rate and contribution to Vietnam’s GDP from 2011-2017

Unit: %

GDP Capital Labor TFP Contribution to GDP growth

Growth growth rate | growth rate | Growth Capital Labor TEP

L rate increase increase increase
2011 6.24 9.26 2.66 0.85 60.6 25.4 14.0
2012 5.25 7.24 2.13 1.06 54.7 24.7 20.7
2013 5.42 6.77 1.53 1.71 50.9 16.9 32.2
2014 5.98 6.84 1.03 2.15 54.2 9.2 36.6
2015 6.68 7.15 0.18 3.10 51.3 15 47.3
2016 6.21 7.45 0.84 2.16 57.3 7.3 35.5
2017 6.81 7.70 0.75 2.63 54.7 5.8 39.5

Source: Vietnam Productivity Report 2017, Vietnam Productivity Institute, 2020 [36].
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Table 2. Hertfordshire businesses, size and sector employment (2020)

Employee . Hertfordshire Business Count
Hertfordshire . !
Jobs % Micro | Small Medium Large
Total (0to9) | (20to49) | (50to249) | (250 +)
Manufacturing 35,000 5.5%
Human Health 58,000 9.1%
it 84,000 182% | 58100 | 4615 865 260
Commenications 3000 | 55%
Construction 42,000 6.6%
Art and Entertainment 15,000 2.4%
Education 51,000 8.0
Wholesale and Retail 105,000 16.5%
Other Sectors - -
Total 637,000 100%

Source: Nomis, Official labour market statistics, Office for National Statistics, UK 2020 [35].

Regionally there are 63,930 enterprises in
the Hertfordshire Local Enterprise Partnership
area, breaking down into micro-enterprises
(58,190), small-enterprises (4,615), medium-
enterprises (865), and large enterprises (260)
[35]. The Hertfordshire Economic Outlook
report of 2018 makes more references to the
overall picture of enterprise challenges around
innovation, skills, leadership and business
strategy [11].

1.3. Productivity Issues of Enterprises in
Hung Yen

Vietnam is composed of 63 provinces and
five centrally-governed cities, including 3 Key
Economic Zones (KEZ). The Northern KEZ
covers seven cities and provinces, including
Hanoi, Hai Phong, Bac Ninh, Hai Duong, Hung
Yen, Vinh Phuc, and Quang Ninh. The region
accounts for more than 32% of the country’s
GDP, with a total land area of 15.755 km? and a
population of 16 million people. The area has
seen significant development in the past five to
ten years. The GRDP growth of the Northern
KEZs from 2011 to 2017 has always been equal
to or greater than the annual GDP growth of
Vietnam [3].

In this research, the authors chose Hung
Yen province to investigate the FTP research
problem, against a background of enterprise
challenges. According to the Vietnamese
Enterprises White Paper (2020), there were
5404 enterprises (2654 micro size, 2066 small,
375 medium, and 309 large size companies)
doing business in Hung Yen in 2018 [9]. These
enterprises earned 322.801 billion VND in 2018
and increased economic growth by 114.8 %
compared to 2017 [9]. Micro-and
small-businesses account for the majority of
businesses in Hung Yen. However, 75% of the
province’s revenue comes from large
companies (Table 3).

Located adjacent to the capital city, Hung
Yen and other provinces nearby Hanoi have
enjoyed  spillover  benefits  from  the
development of the capital. In recent years,
Hung Yen is one of the provinces that has
attracted the largest number of foreign
investment enterprises to its industrial areas
such as Pho Noi A, Thang Long Il, Pho Noi
Textile and Garment, and Minh Duc industrial
zone. However, they have to face many
challenges from their geographical location,
infrastructure, and a shortage of high-quality
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human resources (people tend to work and
develop careers in the capital). The government
has pointed out the weakness of the region:
i) agricultural production remains scattered,
ii) industrial production has mainly expanded

horizontally and focused on natural resources
exploitation; and iii) high-tech industries,
auxiliary industries, logistics, and high-quality
services have not developed commensurately
with the region’s potential [30].

Table 3. Statistics of enterprises in Hung Yen

Number of enterprises Net revenue (billion VND)
Type of enterprise
P P Zgi’f_rgg& 2017 | 2018 2@3855 2017 | 2018
Classification by size
Micro 1164 2161 2654 2259 3787 4893
Small 962 1863 2066 16502 32754 39381
Medium 208 346 375 16328 33302 37057
Large 179 290 309 69775 211414 | 241471
Classification by capital
State 14 8 8 3739 782 553
Private 2330 4394 5138 74779 217042 | 245544
FDI 169 258 258 26346 63433 76704
Total 2513 4660 5404 104864 281258 | 322801

Source: GSO, 2020 [9].

Hertfordshire is a county located 40 km
from central London and Hung Yen is about 60
km from Hanoi. Both being located near to a
capital city, the two provinces have a number of
similarities. Hung Yen is a province in the
Northern Delta region, in the key economic
triangle of Hanoi - Hai Phong - Quang Ninh,
and the economic structure is gradually shifting
towards industrialization and modernization
with many FDI companies choosing to place
their organisations/activities in this locality.
The province has a long history of
development, from the year 1831 when it was
first established, later being merged with Hai
Duong province in 1968, and then finally
re-divided in 1997. It has had much success in
attracting investment sources to help develop
the infrastructure of industrial parks. However,
with the attraction of the capital in drawing a
diverse labor force, Hung Yen has had to face a
shortage of skilled human resources. In recent
years, the province has paid more attention to
innovation activities, by organizing Annual

Innovative and Startup Fairs as well as Creative
Competitions, which attracts younger people
and businesses to the locality.

Hertfordshire has many challenges, its
strengths are its successes in being a vibrant
county, being adjacent to a world-city
(London), boasting significant world-class
businesses, world-renowned research centers,
comparatively low levels of deprivation,
excellent education system, and high economic
participation rates. Yet Hertfordshire is not
performing to its full potential in terms of
underlying productivity rates compared to their
world competition [13]. Economic performance
was worth £35.6 billion in 2016, representing
£30,600 per head, this ranking the county as
only 27" highest GVA per head across England
[12]. Hertfordshire has a high number of
enterprises per capita; in 2016 there were 95
active enterprises per 1,000 working age
residents, above the UK average of 68, and with
Hertfordshire business survival rates being
consistently above the UK average. There are
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149,000 Hertfordshire employees who work in
“knowledge-based industries” and “high and
medium technology manufacturing”, equating
to 24.6% of the total employment in
Hertfordshire.

In Hertfordshire the majority of enterprises
are in the micro and small size band (98%); this
rate is 88% in Hung Yen. With all of these
similarities between the two provinces/county,
an empirical research study exploring the main
constraints associated with business
productivity in this digital era is both insightful
and valuable.

2. Literature Review

Productivity is critical to enterprises. It
leads to increased profits, potentially higher
wages for the workforce and enhanced
enterprise competitiveness. There are internal
and external factors that influence firm
productivity. External factors can be the
economic environment, the market situation,
government and local regulations. Internal
factors include workforce, capital, management
and technology. Among these, there are a
number of factors that, when they get positive
changes, will create a positive effect in
enhancing productivity. The inverse is also true;
negative changes can make constraints to a
firm’s productivity too. In this digital era,
factors constraining firm productivity may need
some adjustments. With the development of
science and technology, innovation is the
leading factor that influences firm productivity.
An empirical research from Lee D. (2016) on
the role of R&D in the productivity growth of
Korean industries found that R&D plays an
important role in fostering productivity growth,
and the productivity impact of R&D is stronger
in more advanced industries (industries that are
close to the technology frontier) and during
economic downturns [37]. It is the same with
the UK. R&D is important for both innovation
and productivity, while knowledge spillovers
are more important than R&D for firm
productivity [2]. Besides innovation and R&D,

workforce skills and manager skills also
influence the productivity of firms. Workforce
skills, number of laborers, and capital intensity
are the main factors influencing labor
productivity and therefore influence the firm’s
productivity [4]. Some of the top competencies
in the digital era are lifelong learning, personal
attitude, teamwork, dependability, and IT
foundations [25]. To strengthen the necessary
skills for employees in the digital era, training
is one of the most important parts of an
organization’s overall strategy. The need for
training arises due to advancements in
technology, the need for improving
performance or as part of professional
development for the employees [33].

Manager skills, ability, and characteristics
(such as competency, communication skills,
personality traits) can improve employee
mental health and enhance firm’s productivity
[16]. According to Guzman V.E. et al. (2020),
leadership is essential to successfully promote a
culture of innovation [10]. Leaders assume a
crucial role in the paradigm shift towards
Industry 4.0. The four leadership skill groups
are necessary in the transition process towards
Industry 4.0, including: cognitive skills,
interpersonal skills, business skills and strategic
skills. Hoffman J.M, Mehra S., (1999) showed
that the lack of top management support as well
as lack of a leadership-based process-oriented
environment can discourage success in
productivity promotion of the organization [38].

Business constraints are one of the other
factors that may constrain the total factor
productivity of enterprises, including issues
around regulations and policies of the
government and local authorities (for example,
tax policies, insurances or labor policies, or
policies on business registration). Management
time invested in political ties weakens the
positive relationship between organizational
innovation and productivity [19] Complicated
public administrative procedures may incur
unnecessary costs; high tax and insurance rates
can equally create financial difficulties for these
businesses. Indirectly,  these  financial
constraints have significant implication for
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firms’  productivity = growth.  Financially
constrained firms have lower revenue streams
than unconstrained firms [1]. Tax rates, for
example with export companies, and export tax
rebates can smooth financial constraints
through increasing cash flow, substituting
working capital, financing fixed assets
investment and R&D investments, and can lead
to increased firm productivity [32]. If the
government can provide support, it would help
to increase firm productivity. However, these
effects may vary by country. In the Chinese
mixed market, empirical evidence shows that
enterprises with government support have
increased R&D spending and thus generally
improve their overall productivity [34].
Nevertheless, in Vietnam, there is no evidence
of linkage between financial support from the
government and firm productivity. Access to
financial support improves technological progress
and growth in a firm but has a negative impact on
improving its technical efficiency [31].

Based on the research studies reviewed, we
have defined four main factors that often
constrain firm productivity: i) Innovation and
technology through product/service launches;
ii) Workforce skills gaps; iii) Leadership and
management constraints; and iv) general
business constraints. The effects of these factors
are mainly studied at a national level, hence
there is a research gap in exploring these at a
local level. These factors should be physically
evaluated at the local level to see if, and to what
level they influence firm productivity in this
digital-era of development and growth, and then
suggest mitigating strategies that can improve
productivity and performance of these
local businesses.

3. Research Methodology

3.1. Research Questions

As depicted in the above sections, Hertfordshire
and Hung Yen county/provinces are facing
many challenges in fostering improvements in

productivity and economic growth. Therefore,
our research focuses on defining the critical
factors encouraging and/or constraining the
business  productivity of enterprises in
Hertfordshire through an in-depth research
study involving over 436 employers, and then
proposes lessons for Hung Yen. To this end,
our research paper raises answers to the
following research questions:

i) What are the factors constraining
business productivity in the digital era,
especially of provinces nearby the capital city ?

i) How do the enterprises in Hertfordshire
perceive and evaluate these factors? What are
the solutions to manage these constraints and
improve productivity?

iii) What are the lessons learned for
enterprises in Hung Yen province?

3.2. Data Collection

The study questionnaire was designed to be
sent out to businesses in Hertfordshire (UK).
Over 1,000 questionnaires were mailed out and
over 436 enterprises responded (for some
questions, the rate was a little lower). Almost
all respondents were SMEs (more than 90%).
The study questionnaire focuses on seven
primary sectors in Hertfordshire: manufacturing
& advanced engineering; life sciences &
pharmaceuticals; professional, financial &
technical Services; information,
communications & technology services;
construction & the built environment; arts,
entertainment & recreation services; and high-
end logistics and retail. These seven sectors are
key sectors challenged by the digital
transformation process, and acknowledged as
pivotal to fuller employment.

The twenty-four key questions in the survey
were designed to help understand fully the
challenges and issues of productivity, by
investigating the driving factors constraining
local firm productivity and growth, defining
their innovative activities, as well as exploring
their upcoming business plan strategies.

Similar to the Hertfordshire study, and with
the same objective, we conducted in-depth
interviews with middle-level managers of 10
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enterprises in Hung Yen province (Vietham).
Among those 10 enterprises, 50% were
manufacturing and advanced engineering firms.
The rest were in Construction, Real Estate,
Information and Technology, Logistics and
Retail and Financial Services. Forty per cent
(40%) were large-sized businesses, 40% were
SMEs and 20% were small-and micro-sized
businesses. All of the 10 enterprises have
worked in Vietnam for more than 8 years. The
guestionnaires were a little shorter than those in
the Hertfordshire survey, but a more detailed
explanation of some questions was given. This
kind of in-depth interview with middle level
managers of the firms and the way of selecting
firms to be interviewed in different areas helped
collect more detailed explanations than a
conventional guestionnaire, and also contributed to
the reliability of the data collected. Data obtained
from the initial survey findings in Hertfordshire
helped inform the HUST researchers in their
recommendations for improving firm productivity
in Hung Yen province.

3.3. Data Analysis

Following pilot testing of the Hertfordshire
guestionnaire, the questionnaire was modified
and then transitioned to ‘Qualtrics’ for
deployment to our Tele-marketing researchers.
The business respondents’ responses were
entered into Qualtrics, and after completion
imported into SPSS for final data analysis. For
the purposes of our initial analysis a cross-
tabulation approach was used to show the
various driving factors of firm productivity
against business age, sector and size:

- Business performance

- Expectations of employment growth

- Sales of goods/services outside of the UK

- Business innovative activity

- Workforce skills gaps

- Leaders/managers skills gaps

- Business training plans

- Information sought in last and next year

- Business plans for the next 3-5 years

The data outputs from the cross-tabulation are
presented in the section below by grouping the 4
main factors constraining business productivity

including; i) innovation and technology through
product/service launches; ii) workforce skills
gaps; iii) leadership and management constraints;
and iv) business constraints.

4. Main Findings

4.1. Business Growth of Surveyed Enterprises

In 2018, about 90% of enterprises surveyed
had the same or an increase in turnover over the
previous year. More than 25% enterprises had
an increase of 10% or more. The year 2018 can
be considered as a good vyear for local
enterprises in  Hertfordshire. With 436
enterprises in the seven primary sectors
surveyed in Hertfordshire, most experienced
over 10% growth in 2018. We wanted to
understand the key factors behind this good
performance.

For 2019, all of the 10 enterprises surveyed
in Hung Yen experienced an increase in
turnover (50% having from 5-10% turnover
increase and 50% having more than 10%
increase in turnover).

4.2. Perception and evaluation of enterprises in
Hertfordshire and Hung Yen about factors
constraining their productivity

We synthesize responses of enterprises in
Hertfordshire and Hung Yen to analyze 4 main
constraints to firm productivity: i) Innovation
and technology through product/service
launches; ii) Workforce skills gaps; iii)
Leadership and management constraints; and
iv) Business constraints.

4.2.1. Driving Technology and Innovation
through Product/Service Launches

In the Hertfordshire business community,
the most important factor driving their current
and perceived future performance was their
ability to launch new products into the
marketplace (Table 4).

The Table 4 shows the importance that
Hertfordshire enterprises place on delivering
new goods, services and processes to help
maintain their competitiveness, sustainability,
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future growth, increased productivity and
turnover. Clearly some sectors see the need to
create, develop and deliver goods/services that
are new to the world, being driven by the latest
primary and secondary technologies (Table 5).
Nationally, the proportion of SME’s that have
introduced new or significantly improved
goods, services or processes have dropped over

the last five years, more so for the micro-and
small-enterprises [5]. This suggests that these
small enterprises are struggling to resource
these developments, either because of lack of
relevantly  skilled  staff  and/or  the
leaders/managers skills in directing and guiding
this activity.

Table 4. Introduction of new products/services in the last three years (2017-19)

Business Size: How many people
do you employ full-time?
. . ium- . Total
Micro- Small-sized Medlum Large-sized
. . sized ;
business | Business . Business
Business
Has your business introduced
any new or significantly es %9 121 60 8 288
improved goods/services/processes
in the last three years? No 60 64 15 1 140
Total 159 185 75 9 428
Table 5. Hertfordshire Enterprises’ Innovation Activity
Were any of these new or
significantly ~ improved  goods,
services or process innovations new
to the market, or were they all just
new to your business? Total
At least some| All just new Don’t
new to the to the K
. now
market business
Manufacturing and Advanced Engineering 40 53 23 116
Life Sciences and the Pharmaceuticals 7 8 5 20
Professional, Financial and Technical Services 26 33 11 70
Information, Communications and Technology Services 26 30 6 62
Construction and the Built Environment 11 20 15 46
Business IArts, Entertainment and Recreation 12 6 21
Sector |Education 1 0 2 3
High-end Logistics and Retail 14 6 23
Total 117 170 74 361

For Hertfordshire enterprises that export to
the EU (36%) over 74% of these have
introduced a new or significantly improved
product/service in the last three years to both
help  increase  turnover and  improve
productivity. For  those  Hertfordshire

enterprises not exporting (64%), this drops
to 62%.

For those Hertfordshire enterprises that
exhibited turnover growth in the last 12 months
(50%) over 71% of these had introduced a new
product/service in the last 3 years. For those
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predicting turnover growth in the next 12
months (54%) the introduction of a new
product/service over the last 3 years increases
to 74%. Both of these facts above supports the
national picture of evidence that enterprises that
both expose themselves to export markets and
have significant innovative activities are more
likely to have higher growth and productivity
than those enterprises that don’t [17].

In Hung Yen, 100% of surveyed enterprises
have introduced new or significantly improved
goods/services/processes in the last three years.
Sixty per cent (60%) of the respondents
asserted that their innovations have introduced
at least some new goods/services/process to the
market, and 40% of the respondents answered
that their innovations were just new to the
business. Most of the companies in Hung Yen
appreciated the impact of the following related
innovation activities: i) External R&D;
ii) Acquisition of external knowledge;
iii) Changes in product, service, or process
design; and iv) Market research. The proportion
of enterprises that evaluated the impact from
medium to high was 55.6%, 60%, 70%, and
80% respectively.

The budget for research and development of
new goods, services, or processes is a critical
factor to drive innovation, especially in the
digitalization era, when the cost to install and
implement digital technology is extremely high.
According to our survey in Hung Yen, all
businesses doing business in the field of
Manufacturing and Advanced Engineering and
the fields of Information, Communications, and
Technology Services have invested their turnover
in R&D activities with the proportion investing in
R&D being 0-4% (66.7% of Manufacturing
enterprises) or more than 4% (33.3% of
Manufacturing enterprises and all IT companies).

However, according to the project to
support Hung Yen Youth startups (2018), most
micro, small and new/startup companies in
Hung Yen are slow in implementing new
technologies in their businesses to help
innovate products and services, increasing their
competitiveness, and thus enhancing their

business efficiency. The two most important
reasons are: i) they are facing difficulties in
accessing loans and other financial support from
the government; and ii) the lack of management
and technical skills of staff and managers [15].

4.2.2. Broader Issues of Workforce
Skills Gaps

In 2017, the influential ‘Employer Skills
Survey 2017’ suggested that over 20% of UK
employers have unfilled vacancies, an increase
year on year over the last five years
(Department for Business Innovation & Skills
2015). The UK as a whole faces a digital skills
crisis, where up to 12.6 million of the adult
population lack even the basic digital skills
(House of Commons 2018). It is estimated that
this digital skills gap is costing the UK
economy over £63 billion in lost additional
productivity. In the Hertfordshire small
enterprise sector, the picture painted is varied
and worrying, (see Figure 4 below). In
Hertfordshire the difficulties in recruiting
appropriately skilled staff are more acute in the
small (35%) and medium-sized (32%)
enterprises (Table 6).

According to our survey in Hung Yen, 90%
of respondents asserted that “Lack of skilled
labour” is one of the factors constraining their
business turnover/growth and productivity in
this digital era. 50% of the interviewees
evaluated the impact as medium, high and very
high. One of our respondents stated that: “The
biggest hindrance to firm productivity is the
lack of highly skilled workers because they are
directly involved in the value creation process
for the company”. 80% of surveyed companies
have increased their number of employees in
2019. However, 90% of companies worried
about the high labour cost impacting their
business growth and productivity in this digital
era. 70% of surveyed companies evaluated the
performance of their managers in organizing
and motivating the staff at a medium or poor
level. The same percentage and evaluation was
given for the ability to delegate
work/responsibility to others.
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Table 6. Common reasons for the employers” workforce skills gaps

Changes Changes over year - Changes over Total
over Year - | remaining the same the year - Responding
Improving Deteriorating to Question
Problems in retaining staff 42 340 33 415
Increased demands for new 128 269 10 407
products/services
Introductlon_ of new 159 231 12 402
technology in the workplace
Upable to recruit n.ew staff 49 296 130 405
with the necessary skills
Staff training not given 123 255 3 381
Introsiuctlon of new working 151 240 5 396
practices
Sta}ff.skllls not improved with 119 250 13 282
training
La.ck. of staff motivation for 86 285 21 392
training?
Incomplete staff training 93 278 9 380
New to role 97 261 12 370

Decision-making, organizing resources and
coordinating tasks, and developing new goods,
services or processes that are superior to the
competition are three skills that even got the
grade “very poor”. Most of the respondents
considered that the most common reasons for
manager skills gaps are as follows:

i) Increased  demands  for  new
products/services (30% of companies stated that
the problems remained the same, even
deteriorating in 2019);

ii) Introduction of new technology (50% of
companies stated that the problems remained
the same, even deteriorating in 2019);

iii) Problems in retaining managers (75% of
companies stated that the problems remained
the same, even deteriorating in 2019); and

iv) Unable to recruit new managers with the
necessary skills (87.5% of companies stated
that the problems remained the same, even
deteriorating in 2019).

The above problems are also the common
reasons for the skills gaps of staff in Hung Yen.
Besides that, being new to the role and
incomplete staff training are also significant
factors leading to skill gaps.

4.2.3. Leadership and
Constraints

To understand the perception of enterprises
in Hertfordshire on their leaders and managers’
performance, the 5-point Likert scale questions
were used for respondents, where 1 means very
poorly, 2-poorly, 3-average, 4-well and 5-very
well. Mean values are almost within the range
of 3.5 to 4, higher than the average level. But as
we see in Figure 2 below, on average one in
three Hertfordshire enterprises perceive their
leaders and managers to be either poor or just
average in their performance - significantly so
(42%) in the area of developing new goods,
services or improved processes.

Management
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Table 7. Hertfordshire enterprises’ perception of their leaders’ and managers’ performance

N Min Max Mean Std. Deviation
Identifying goods and services that
deliver real customer benefits? 4l ! 5 4.03 0.882
Organising and motivating the staff 412 1 5 3.92 0.887
Delegating  work/responsibility to 414 1 5 3.82 0.984
others
Supervising, leading and influencing 77 1 5 353 0.954
the staff
Decision-making 414 1 5 3.94 0.912
Organising  resources and  co-
ordinating tasks 410 1 S 3.98 0.873
Developing new goods, services or
processes that are superior to the 410 1 5 3.94 0.884
competition

DEVELOPING NEW GOODS, SERVICES OR PROCESSES THAT
ARE SUPERIOR TO THE COMPETITION?

ORGANISING RESOURCES AND CO-ORDINATING TASKS?

DECISION-MAKING?

SUPERVISING, LEADING AND INFLUENCING THEIR STAFF?

DELEGATING WORK/RESPONSBILITY TO OTHERS?

ORGANISING AND MOTIVATING THEIR STAFF?

IDENTIFYING GOODS AND SERVICES THAT DELIVER REAL
CUSTOMER BENEFITS?

0%

Poor or Average

10% 20% 30% 40% 50% 60% 70% 80%

= Well or very well

Figure 1. Hertfordshire enterprises’ perception of their leaders and managers performance.

In relation to the 10 companies surveyed in
Hung Yen province, only 1 of them was having
a problem with a manager skills gap, which can
constrain the productivity of the company. This
company is in the field of Information and
Technology, which requires the managers to
have very good and updated knowledge on new
products and services and the introduction of
new technology. Not all the managers of the
company can update to the new tendency and
new technology application. For them, in the

digital age, it is quite difficult for a company to
retain good managers as many other
competitors are willing to pay a higher salary
for high-level managers. And because of the
budget capacity, to recruit new highly skilled
managers is also one obstacle for the company.
Nevertheless, 9 other companies interviewed
were not faced with this situation. Even in half
of them, the managers’ skills have been
improved a lot.
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Overall, managers’ performance is assessed
at an average level. Five companies evaluated
their managers as having good decision-making
skills, while 3 companies considered their
managers’ decision-making skills as lower than
average. These 5 companies (50%) also highly
appreciated the skills of the managers in
developing new products and services and
identifying goods and services that deliver real
customer benefits in order to enhance
competitiveness of the companies. However, 4
other companies assessed their managers as not
having skills such as those. Relating to HR
management, 40% of the companies assessed
that their managers were good in organising and
motivating staff, and having the skills of
supervising, leading and influencing staff,
delegating work and having responsibility to
others, and having capabilities of organising
resources and co-ordinating tasks. The 40%
evaluated the above contents at an average
level, while 20% rated the content at a poor
level. These were the companies in construction
and real-estate industries. In 2018, these 2
industries had a growth rate of 8.02%, higher
than the GDP growth rate of the country at
7.08%. The year 2019 was also a year of
development for the 2 industries, when the
demand for housing and office buildings
increased by 19%. However, worker and staff
management in these sectors is more difficult,
as the human resource structure is complicated,
the number of employees is large (both the 2
companies interviewed had more than 300
employees) and numbers often fluctuate. In the
digital age, using technology in personnel
management in other industries is much easier
than in the construction and real estate
industries as the work sites are spread out in
many locations. This constraint of course
influences the management and motivation of
the employees by the companies’ managers.
The 60% of poor and average level of
enterprises interviewed in Hung Yen is much
higher than the rate of only from 25% to 42%
of Hertfordshire. Under the perception of their
staff, the managers of enterprises in
Hertfordshire have better skills both in HR

management and business management. This
issue may affect the productivity of Hung Yen
companies. To fill the skill gap of the
managers, the 10 companies interviewed in
Hung Yen stated that they have training plans
for managers, as well as budgets prepared for
the next coming year (2020).

4.2.4. Business constraints

Table 8 shows the impact level of business
constraints on companies in Hertfordshire
according to the 5-level Likert scale (1-No
impact, 2-Small impact, 3-Medium impact, 4-
High impact, 5-Very high impact). Mean values
are both lower than 3 (medium), but many
among those factors made a small to medium
impact on enterprises, and the standard
deviations are quite high; more than 1 for all of
the factors. Issues related to labour force have
been analysed in the part above. But related to
business constraints, we can see that local
enterprises in Hertfordshire have a lot of
problems relating to over regulation/red tape
and business rates. For the other business
constraints such as constraints with premises,
IT or transport infrastructure, lack of business
support or access to finance/interest rates, the
percentage of enterprises having significant
impact is lower than 40% but still high (almost
more than 30%, except access to finance/interest
rates). Yet with all of these business constraints
Hertfordshire enterprises are still predicting strong
growth in the coming year, particularly in
manufacturing & advanced engineering (56%),
construction & the built environment (55%),
information/communications &  technology
services (62%), and life sciences & the
pharmaceutical (47%) sectors. In the services
industries, arts/entertainment and recreation and
high-end logistics & retail are also predicting
strong growth (64% and 56%) respectively.
Nevertheless, in the digital age, when digital
transformation is applied in all the areas of the
economy including public service, in one
European country, the high rate of enterprises
claimed to be affected by these constraints
among those surveyed is something that needs
to be seriously considered.
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Hung Yen is a province that has just a little
progress in PCI ranking, and among 11 Red-
river delta provinces, Hung Yen is in the lowest
position (11") and ranks 55" in the total of 63
provinces. There are still many business
constrains in Hung Yen, such as market entry
costs, time costs, proactivity of provincial

authorities, business support services and law
and order. The marks of some sub-indices such
as transparency, unofficial fees and policy bias
may even increase but are still low compared to
other provinces and to the total average of the
63 provinces (Table 9).

Table 8. Hertfordshire enterprise perception of factors impacting on productivity and growth

N Min Max Mean Std. Deviation
Lack of skilled labour 431 1 5 2.58 1.465
High cost of labour 430 1 5 2.48 1.280
Increasing competition 428 1 5 2.52 1.168
Transport infrastructure 429 1 5 1.96 1.170
Constraint with premises 427 1 5 1.88 1.158
IT infrastructure 426 1 5 1.85 1.068
/Attracting and retaining customers 427 1 5 247 1.278
IAccess to finance/ interest rates 424 1 5 1.63 1.007
High cost of energy 426 1 5 2.02 1.209
Over regulation/ red tape 426 1 5 2.67 1.391
Business rates 423 1 5 2.31 1.320
Lack of business support 428 1 5 1.89 1.093
LACK OF BUSINESS SUPPORT? 31% e
BUSINESS RATES? ,fz'/"
OVER REGULATION/RED TAPE? e 62%
HIGH COST OF ENERGY? 45% —
ACCESS TO FINANCE/INTEREST RATES? 17% —
ATTRACTING AND RETAINING CUSTOMERS? 44% 56%
IT INFRASTRUCTURE? 33% —
CONSTRAINTS WITH PREMISES? 38% —
TRANSPORT INFRASTRUCTURE? 39% —
INCREASING COMPETITION? 42% —

HIGH COSTS OF LABOUR?

LACK OF SKILLED LABOUR?

0% 10%

Medium to Very High impact

57%
43% 1 \ |

20% 30% 40% 50% 60% 70% 80% 90%

No - Low impact

Figure 2. Hertfordshire enterprise perception of factors impacting on productivity and growth.
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Table 9. PCI ranking and business constraint factors of Hung Yen from 2015 to 2019
Unit: 10-point scale

Year 2015 2016 | 2017 2018 2019
Market entry costs 8.21 8.24 7.35 7.5 6.18
Transparency 4.88 568 | 5.62 55 5.98
Time costs 6.08 571 |525 6.82 5.85
Unofficial fees 4.61 521 | 421 4.69 6.33
Policy bias 421 485 | 4.83 5.54 6.83

Proactivity of provincial authorities | 4.2

5 45 6.19 5.95

Business support services 5.18 5.23 6.38 6.41 6.17
Law and order 5.87 558 | 5.37 6.29 6.08
PCI (100-point scale) 55.1 57.01 | 59.09 60.66 63.6
Ranking (in total 63 provinces) 56 50 56 58 55

Source: PCI 2019 report.

The PCI report for 2019 has been done with
the survey of thousands of enterprises in the
whole country, and with the case of Hung Yen,
this result reflects the reality of the local
enterprises’ difficulties. For the 10 companies
interviewed in Hung Yen, 8 companies (80%)
assess that there is an increase in competition
among enterprises. However, the companies
that got from medium to very high impacts
because of administrative procedures are too
many (90%).. Other causes of impacts were:
lack of business support from the government
and local authorities (80%), difficulty accessing
finance resources and preferential interest rates
(60%), and 90% have problems with high tax
rate. It shows that almost all the companies
interviewed were having issues with business
constraints  which  were impacting the
productivity of their companies. Even 3 of them
stated that over-regulation, administrative
procedures and red tape are the factors that
most affect their company’s productivity in the
digital age, as it directly influences the
company’s daily activities.

5. Discussion, Suggestions and Limitations

5.1. Discussion

According to the data, there are main
challenges for the business community in
Hertfordshire and their current practices
directed towards improving productivity:

i) The Micro-to Medium-sized businesses
were 25% more confident of growing in the
next financial year than the larger enterprises.
This is linked very closely to their increased
investment in capital investments and the
general improvement in their workforce skills,
through training plans and focused recruitment;

i) The access of all enterprises to a rich
research and information base is critical to their
entrepreneurial activity, ability to access skilled
human capital, and a highly supportive
infrastructure and a rich and appropriate source
of business sources;

iii) Clearly, for early age businesses the
ability to access finance and equity is critical to
their development and growth;

iv) General improvement in management
practices is a continual theme in the research
findings, suggesting that SME’s particularly
need to invest in management and leadership
training. Here management training colleges
and universities hold the key to boosting the
management courses suitable for the SME
community, and to then inform and identify the
quick-wins for their development and growth;
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v) Equally, workforce skills are still
challenging for SMEs, particularly in the
delivery of “work ready” school/college and
university leavers into the employment market.
With the focus on productivity and building of
STEM-based new businesses, then the focus is
on the increasing skills mis-match of graduates
and postgraduates in these sectors, and the
suggestion of a disconnect between the
relevance of STEM programmes in the higher-
education sector and Hertfordshire employers
skills needs. The increased need nationally for
over % million digitally-skilled workers by
2021 puts pressure on businesses to leverage
technology/innovation to both address the
increasing challenges of competition, and their
own ambitions for growth and increase the
opportunity for opening up export markets;

Like Hertfordshire, Hung Yen also has to
face many challenges. Even having a good
growth level and taking advantage of the
province being nearby the capital, challenges
also come from these advantages. The issues
that many provinces in a developing country
like Vietnam have, including the labour skills
gap and business constraints, are also the
constraints of Hung Yen.

In this digital era, productivity is at the top
of all countries’ agendas, and as a consequence
the internal and external factors identified in
this paper, and summarised above are very
important and do require the coordination of the
supporting agencies to help them address
the issue.

5.2. Suggestions

The above findings consolidate the
similarities and differences between Hung Yen
and its forerunner, Hertfordshire, in terms of
business productivity. Deriving from the above
analysis, we suggest solutions to manage these
constraints  and improve longer-term
productivity for enterprises in Hertfordshire and
Hung Yen as follows:

Regarding the business side, enterprises
should have a business strategy and plan to:

i) Improve their activities in driving the
introduction of new goods/services, on a regular

basis, to enhance their abilities to compete in
both domestic and overseas markets;

i) Foster market research to better
understand the continuously changing market
and develop business strategies that increase the
effectiveness of their new goods/service
launches;

iii) Push activities of export, e-commerce,
and application of digital technologies;

Iv) Take part in business networks to learn
best practices from their productive and scaled-
up enterprise neighbours;

v) Pay attention to attract, train, and retain
skilled labor (both of managers and staff)
through improving compensation policy and the
working environment;

vi) Collaborate with university, vocational
school, and research institutions to strengthen
their human resource and enhance R&D
effectiveness.

Regarding the government side, national
and regional governors can support firms
through:

vii) Providing sufficient support and advice.
In Hertfordshire and Hung Yen, employers that
are young and growing search for information
on employment, financial and other regulation-
based needs, presumably to strengthen their
business model and overall  business
sustainability. As these enterprises mature then
they increasingly seek, and prioritise, marketing
and market research information needs, better
to help fuel their sales pipelines. Figure 4 shows
enterprises’ information needs by business age.
Table 10 shows the evaluation results of
business support services of the provincial
government in Hung Yen, which fluctuated
year by year and depicts quite a low level of
governmental supportability.

i) Improving the quality of vocational
training, while at the same disseminating
industry promotion policies and providing rural
businesses with consultancy in the fields of
market development and brand building.

i) Simplifying administrative procedures
and regulations and eliminating red tape and
bribery evils.
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Figure 4. Hertfordshire enterprises’ information needs by business age.

Table 10. Evaluation of business support services of provincial government in Hung Yen

Year 2013

2014

2015 | 2016 | 2017 | 2018 | 2019

Business support services 5.34

5.51

6.38 | 641 |6.17

5.18 |5.23

Source: PCI Vietnam, 2020.

5.3. Limitations of Research

The research still has some limitations. The
surveyed timelines were different between the 2
provinces (2019 for Hertfordshire and 2020 for
Hung Yen). While the number of samples
surveyed in Hertfordshire was over 436
enterprises, due to time scales and the decision
to choose an in-depth interview method, we
only ran our survey in 10 enterprises in Hung
Yen. On the other side, the survey in
Hertfordshire covered SMEs, which account for
the majority of the local enterprise community,
while in Hung Yen, the survey could only be
focused on large enterprises and SMEs, when
there are a large number of micro-enterprises in
Hung Yen. These small types of enterprises do
not have much in the way of innovation
activities, and do not have many levels of HR
management in the organization and do not
concentrate on training or improving skills for

managers or staff. This is opposite to the case
of large enterprises and SMEs. However,
although Herfordshire and Hung Yen have
different growth levels, they can represent the
characteristics of a province nearby the capital,
where the number of enterprises is high
compared to other regions of the country, and
the productivity of the local enterprises play an
important role in the development of the
provinces in the digital age.

5. Conclusion

In every country, national and local
government policy is to have an inter-connected
strategy on strategic development. Therefore
there is a need to have a long-term outlook, to
integrate key factors that influence productivity,
and then marry this to national strategies [24].
What we present here is identifying the local
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SME community key factors influencing
productivity, firstly in Hertfordshire just outside
London, and then in Hung Yen, the business
community outside Hanoi, Vietnam.

The Hertfordshire productivity study
findings have revealed some interesting insights
and perspectives of the Hertfordshire SME
community, particularly around their activities
in driving increased turnover, growth and
improved productivity:

i) Hertfordshire SMEs are experiencing
steady growth. As a consequence, they
are increasingly confident to increase
employment levels;

ii) Not surprisingly it is the micro-and
small-enterprises who have fewer new
goods/services being launched each year
compared to medium-enterprises. The STEM
skilled sectors have the highest incidence of
goods/services launches per year. It is these
STEM skilled sectors that more frequently
launch new-to-the-world goods/services;

iii) Hertfordshire SMEs that deliver goods,
relying on a high STEM skilled workforce, also
recognize the high impact of internal R&D, and
the linked importance of external knowledge
acquisition. As a  contrast  between
manufacturing and advanced engineering and
professional/financial and technical services,
manufacturing firms are twice as likely to have
internal R&D functions than other SMEs;

iv)  Hertfordshire  micro-and  small-
enterprises identify the challenge of retaining
staff, as having a significant impact on both
increasing turnover and on overall productivity;

v) Hertfordshire SMEs reported a
worsening of their leaders and managers’ability
to cope with introducing new technology, and
the increased demand for new goods/services;

vi) Hertfordshire life sciences and the
pharmaceutical enterprises cite one of the
highest impact constraints being
over-regulation/red tape (50%).

Hertfordshire SMEs’ business plans are
dominated by the focus on skills gaps and
up-skilling their workforce. Key to their future
success in turnover, growth and improved
productivity, is the ability to recruit and hold on

to the right workers. Hertfordshire SMES’
business plans identified the importance of
increasing capital investment and investing in
increasing the workforce’s and leader/managers
skills and its linkage to improved productivity.
National studies of the Centre for Innovation
and Productivity in 2018 suggest a degree of
skepticism about enterprises’ level of
commitment to improving productivity, but our
findings suggest differently.

With the case of Hung Yen province in
Vietnam, although the companies interviewed
had a turnover growth rate in 2019 of more than
5%, the labor skills gap and business
constraints impacted total productivity in the
digital age the most. A lack of high level staff,
high labor costs, over-regulation and red tape
that can cause time wasting, staff and losing
opportunities for development make Hung Yen
one of the least developed provinces in the Red
River region (GRDP of Hung Yen ranks at 7th
among 11 provinces) and the PCI score ranks
the  lowest.  Simplifying  administrative
procedures, eliminating red tape,and improving
vocational training activities to enhance labor
skills are the necessary solutions for enterprises
in Hung Yen to ameliorate the actual situation,
promote local development and adapt to the
requirements of the digital era.
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