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 The real estate and construction industry have significantly played a particularly important role in 
economic development in each economy. In the case of Vietnam, the real estate and construction 
industry have greatly contributed a large proportion to the gross domestic product (GDP) growth with 
a sustainable annual growth. The purpose of this study is to examine the impact of manager’s ability, 
wage minimum policy, and firm size on firm performance. Using 220 real estate and construction firms 
in the case of Vietnam, results depict that a greater ability of managers in the real estate and 
construction sector will significantly enhance the efficiency of businesses. In addition, a larger firm 
can reach a higher firm efficiency while the efficiency of the real estate and construction firms is not 
impacted by changes of wage minimum policy. 
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1. Introduction 
 
 

 

All countries aim to find and increase the financial resources they can obtain in order to achieve economic growth and social 
improvement. In which, supporting businesses in their countries can increase income, quality of life, and the purpose of poverty 
reduction, therefore, businesses have played a major role in most economies from developed and emerging economies in general 
and developing economies in particular. In most countries, small and medium-sized enterprises (SMEs) contribute more than a 
half of GDP, and therefore, support for SMEs is one of the most priorities for economic growth, job creation (Nguyen and Pham, 
2017; Nguyen et al., 2020). Over the past few decades, there has been increasing recognition of the importance of SMEs in recent 
years, firstly, SMEs are independent firms, registered for business in accordance with the corporate laws, with a low of registered 
capital or the average annual number of employees does not exceed a threshold level based on the specific country. In addition, 
SMEs are less likely to be able to receive bank loans than larger firms, in fact, they are likely to be reliant on internal funds, 
especially cash from friends, relatives or family in order to start business (Huynh, 2020; Nguyen and Pham, 2017; Sadiq et al., 
2019; Nguyen et al., 2020). 

In the case of Vietnam, most of the real estate and construction industry are medium and small- sized. Nowadays, SMEs have 
significantly played a very important role in robustness of economic growth, and accounted for over 95 percent of all firms in the 
country. Up to 2019, Vietnam has approximately 700 thousand firms with nearly 600 thousand private enterprises which contribute 
40 percent of GDP and roughly 50 of job creation. To keep sustainable development in the long term, Vietnam is currently 



 508

encouraging more foreign investments as well as conducting startup programs in order to enhance growth and strongly focus on 
providing incentives to SMEs (Nguyen and Pham, 2017; Le et al., 2020; Sadiq et al., 2020). In which, Hanoi is a major and capital 
city of the country, and the total number of enterprises in Hanoi city are approximately 286,631 enterprises, in terms of the number 
of enterprises, districts of Ha Dong, Cau Giay, Dong Da, Hoang Mai, Nam Tu Liem, and Thanh Xuan have the number of 
registered enterprises with the most of new establishments. 

In the case of Cau Giay district, Hanoi, up to 2019, there were about 870 real estate and construction firms in this district. 
Specifically, SMEs in general, and real estate and construction firms in particular have significantly played an important role in 
ensuring local socio-economic stability in the district, the activities of production and business of SMEs have increasingly 
developed in both quantity and quality. In 2019, the whole district had 134 new real estate and construction enterprises with a total 
capital of over 1200 billion VND, but the number of giant real estate and construction firms are relatively modest and much lower 
than few emerging districts in the capital city. Additionally, most businesses still faced many difficulties in building brands, 
products, management skills, small scale, low capacity of accessing capital, lack of linkages between businesses in the area.  

For that purpose, this study result will contribute the theoretical framework of manager’s ability, wage minimum policy, and firm 
size on firm performance. In addition, the research results can also discuss the findings for the real estate and construction sector 
in order to show how to enhance their performance. The remaining content of this study will discuss as: Section 2 depicts literature 
review. Section 3 depicts both data collection and research methods while research results for Section 4. In addition, Section 5 
indicates the conclusions. 

2. Literature review 

The relationship between manager’s ability, wage minimum policy, firm size and firm performance has been conducted by 
numerous previous empirical studies worldwide. Vanacker et al. (2020) studied research about two factors as home country 
intellectual property, and staff protection and its impact on firm performance by using 9642 European firms. Further investigated 
on this, Vanacker et al. (2020) found that internal corporate entrepreneurship has a positive and significant impact on firm 
performance in economies with less intellectual property production and less staff protection. In addition, external corporate 
entrepreneurship has a negative and significant impact on firm performance in economies with less intellectual property production 
and more staff protection.  

In a study of Ni and Kurita (2020) with the research about how the interrelationship between minimum wage, export behavior, 
and firm performance in Indonesia covered in the period of 2002 – 2014. Using a two stage least squares regression, and firm- 
level data in the manufacturing sector, Ni and Kurita (2020) conclude that a higher level of minimum wage is consistent with a 
lower level of employment and productivity of firms, but enhanced in ability of exporting. Further discussed by using the 2012 
wage policy reform through applying a difference-in-difference analysis and more discussion about the potential endogeneity of 
minimum wage regulation, Ni and Kurita (2020) found that three factors such as average wage, firm size, and education level of 
workers have significantly impacted firm performance. Additionally, export performance in Indonesia, and comparative advantage 
in the global market are not much affected by a higher labor cost that is supported by minimum wage growth. Discussed on 
innovation and firm performance, Burrus et al. (2018) indicate that innovation can enhance firm performance, investment, and 
growth for the firm and community. In the case of US, Burrus et al. (2018) further suggest that inventive activity in the country is 
positively correlated with sales and profit growth meanwhile technical creativity is also correlated with process enhancement, and 
net income growth.  

Similarly, the aim of demonstrating the importance of innovation to firm performance, research by Giannetti (2019) in European 
manufacturing firms. Giannetti (2019) in a study in European manufacturing sector to conduct the relationship between debt 
specialization and firm turnover reduction in the period of economic crisis. Using the methodology of the generalized propensity 
score matching and followed by Hirano and Imbens (2004), Imai and Van Dyk (2004), Giannetti (2019) suggests that firm turnover 
reduction at each debt concentration level on average, and similar to the theory of De Fiore and Uhlig (2015). Further, a firm with 
a greater diversification of debt structure will be less likely to experience a high turnover reduction. The similar research is also 
conducted in Kalkan et al. (2011). According to Kalkan et al. (2011) in a study the impact of firm size, system of information, and 
other factors on efficiency of firms in Isparta, in Turkey. More specifically, Croteau and Bergeron (2011) indicate that 
technological architecture was estimated for the profiles of technological deployment while firm size is measured by the number 
of employees. 
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3. Data and Research Methods 

3.1. Data 

First, we need to estimate the optimal sample size in this study. We choose the necessary sample size to satisfy both factor analysis 
EFA and multivariate regression is N = max (5×x; 5+ 8p) (Mukherjee et al., 2017; Sinha and Mukherjee, 2020). In most cases, 
the samples may lack information, we will select 240 surveys and control the samples obtained throughout the survey process. 
After collecting data, questionnaires are examined and unsatisfactory questionnaires are removed. The optimal sample size is 220. 
Data is collected from the primary data in the Cau Giay district, Hanoi, Vietnam. 

3.2. Research Methods 

On the basis of inheriting the research model of Vanacker et al. (2020), Ni and Kurita (2020), Giannetti (2019), Burrus et al. 
(2018) and other previous studies regarding firm performance, in this study, we propose the research model according to the 
multiple regression model. In this study, we will discuss the relationship between independent variables and one dependent 
variable. The model is of the form: 𝑌௜ = 𝛽଴ + 𝛽ଵ𝑋ଵ௜ + 𝛽ଶ𝑋ଶ௜+. . . +𝛽௛𝑋௛௜+. . . +𝛽௡𝑋௡௜ + 𝜀௜ 
where: 𝑋௛௜: the value of the h independent variable at the i observation. 𝛽௛: the partial regression coefficient. 𝜀௜: independent random variable with normal distribution with mean of 0 and constant variance 𝜎ଶ (error). 

Table 1  
Summary of variables in the research model 

Variable 
denotation  

Variable name Base of variable selection Expected 
sign 𝑋ଵ Manager’s ability Vanacker et al. (2020), Ni and Kurita (2020), Giannetti (2019), 

Burrus et al. (2018); Salehi et al. (2019) 
+ 𝑋ଶ Wage minimum policy Vanacker et al. (2020), Ni and Kurita (2020), Giannetti (2019), 

Burrus et al. (2018)  
+ 𝑋ଷ Firm size Wagner (2019), Fernández et al. (2019), Huang and Song (2002) + 𝑋ସ Firm characteristics Jensen and Meckling (1976), Vanacker et al. (2020), Ni and 

Kurita (2020), Giannetti (2019), Burrus et al. (2018) 
+ 𝑋ହ Labor characteristics Vanacker et al. (2020), Ni and Kurita (2020), Giannetti (2019), 

Burrus et al. (2018)  
+ 𝑋଺ Capital access ability Jensen and Meckling (1976), Myers and Majiluf (1984), Narayan 

et al. (2020);  
+ 𝑋଻ Social relationship Vanacker et al. (2020), Ni and Kurita (2020), Giannetti (2019), 

Burrus et al. (2018)  
+ 𝑋଼ Technological activity Myers and Majiluf (1984); Huang and Song (2002) + 𝑌 Firm performance Nguyen (2020), Vanacker et al. (2020), Ni and Kurita (2020), 

Giannetti (2019), Burrus et al. (2018); Zandi et al., (2019), 
Hussain et al. (2020) 

+/- 

Source: Synthesis 

Followed by Narayan et al. (2020), capital structure based on the trade-off, pecking order, and the market timing theories by using 
a sample of stocks and the leverage speed of adjustment. In addition, Myers and Majiluf (1984); Narayan et al. (2020) found that 
the leverage speed of adjustment will be faster in Islamic stocks compared to that on conventional stocks, and it is consistent with 
trade-off theory. In addition, the costs of external funding are very high (Myers, 1984). Additionally, Jensen and Meckling (1976); 
Jensen (1986) indicate the agency cost theory holds that capital structure will be an effective governance tool to solve the agency 
cost problem. 
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4. Research results 

Table 2 below indicates the regression results regarding firm performance, in which, we will discuss more variables that impact 
on firm performance. The study will show the following results:  

Table 2  
Results of regression model 

Variable Unstandardized regression 
coefficient  

Standardized 
regression 

coefficients 

t Sig. Multi-collinear statistics 

Beta Standard error Beta Acceptability VIF 
Constant -0.003 0.023  -0.057 0.987   
Manager’s ability 0.113 0.034 0.134 3.467 0.000 0.593 1.686 
Wage minimum policy 0.345 0.066 0.223 0.565 0.232 0.603 1.656 
Firm size 0.234 0.022 0.256 3.243 0.000 0.697 1.434 
Firm characteristics 0.212 0.033 0.256 6.234 0.000 0.608 1.645 
Labor characteristics 0.012 0.054 0.077 0.678 0.345 0.638 1.565 
Capital access ability 0.165 0.067 0.112 4.323 0.000 0.596 1.676 
Social relationship 0.234 0.022 0.345 0.677 0.352 0.881 1.134 
Technological activity 0.043 0.058 0.021 0.343 0.121 0.910 1.098 

Source: Results from SPSS 

Table 2 depicts the results of testing manager’s ability, wage minimum policy, and firm size on firm performance in the case of 
Vietnam’s real estate and construction sector. In addition, in this study, we also study another five factors such as enterprise and 
labor characteristics, technological activity, capital access ability, and social relationship. Table 2 also depicts the results according 
to (1), unstandardized regression coefficient, or (2) standardized regression coefficient. In the theoretical framework, 
unstandardized coefficients are good for interpretation in connection with raw data, and concluding directly in calculations and 
analysis. In contrast, standardized coefficients or beta coefficients or weights are obtained from a regression in which the 
underlying data have been standardized. In this case, the variances of dependent and independent variables are close to 1. 

The results of multiple linear regression analysis in Table 2 show that the VIF coefficient was very small, and less than 2, showing 
that these independent variables did not have a multicollinearity, in which, multicollinearity refers to a situation when two or more 
dependent variables in a multiple regression model are highly linearly correlated. In addition, the coefficients of the model are 
between 0.021 and 0.345. There are four factors such as manager’s ability, firm size, firm characteristics, and capital access ability 
can affect the profitability of businesses in the case of Vietnam. Three factors such as wage minimum policy, labor characteristics, 
and technological activity do not affect the profitability of businesses. 

Regarding manager’s ability, the regression coefficient is 0.134, significant and positive. It means that a greater ability of managers 
in the real estate and construction sector will increase the profitability of businesses. In fact, working capital is the lifeblood of 
not only business, also in the real estate and construction sector. A good manager who can manage the balance between their 
current assets and their current liabilities. A firm with higher levels of working capital needs more requirements, iron discipline 
and more ability of their managerial capabilities. This finding is supported by Salehi et al. (2019). In a study in Iran, Salehi et al. 
(2019) aim to estimate the relationship between management ability and firm performance by using companies listed on the Tehran 
Stock Exchange. Sample data of 124 companies during 2010-2016 period in which the performance of firms is measured by return 
on assets, Salehi et al. (2019) conclude that two management factors as management capability and overconfidence are positively 
correlated with firm efficiency while agency costs have not any impact on firm performance. 

In addition, the regression coefficient of firm size is 0.256, significant and positive. It indicates that the larger firms can reach 
higher firm efficiency compared with smaller ones. This evidence can be explained by the suggestion of Fernández et al. (2019) 
who confirm that the performances of large, medium-sized or small businesses are mostly explained by either firm effect or 
industry effect. In addition, a larger firm can have more opportunities to explore the international market than other ones, Wagner 
(2019) also indicates that firms with engaging in the international market become larger and more productive than firms with 
engaging in the local market. 

About wage minimum policy and its impact on firm efficiency, in this study, we do not find any evidence in this relationship. It 
means that changes in wage minimum policy do not affect firm efficiency in the case of real estate and construction firms. This 
finding can be explained that the real estate and construction sector is not reliant on wage minimum policy. In fact, Vietnam's 
Salary Report based on recruitment news, real estate or construction is one of the top three highest-paying occupations with an 
average salary of two to four times the regional base salary and much higher than minimum wages. In addition, the growth of the 
real estate and construction industry also attracts high wage competition, and more talent candidates to work in this sector so that 
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this industry is not affected by the minimum wage policy. In contrast, this finding is not consistent with another study in Indonesia. 
Ni and Kurita (2020) conclude that a higher level of minimum wage is consistent with a lower level of employment and 
productivity of firms. 

5. Conclusions 

It can be said that the real estate and construction industry always plays a particularly important role in each economy. It is the 
decisive factor for the size and development level of the economy. Besides, it also plays the role of an effective economic 
regulation. The aim of this research is to estimate the impact of manager’s ability, wage minimum policy, and firm size on firm 
performance. Using 220 real estate and construction firms, results indicate that a greater ability of managers in the real estate and 
construction sector will increase the profitability of businesses. Similarly, a larger firm can reach a higher firm efficiency compared 
with a smaller one or a larger firm is more productive than a smaller firm in the case of Vietnam. Further, the efficiency of the 
real estate and construction firms is not impacted by the changes of wage minimum policy. 

In order to improve the firm performance of the real estate and construction firms in Vietnam, the study will propose the following 
solutions. Firstly, the real estate and construction firms need to expand more production and business in order to explore more 
profit in the case of Vietnam. Enterprises should enhance manager’s ability through increase in training and knowledge change 
among managers in the business community. Secondly, entrepreneurship is a topic that receives a lot of attention in Vietnam, 
especially in the context of the country's strong integration with the world economy. In addition, start-up is expected to create 
economic growth, contribute positively to socio-economic development, contribute to meet the increasing and diverse needs of 
the society and be an opportunity to develop large enterprises, taking advantage of leading enterprises and large enterprises to 
develop the country's economy. Thirdly, wage minimum policy is a particularly important part, closely related to other policies in 
the socio-economic policy system, directly related to economic development, especially other welfare regimes in order to ensure 
the construction industry development in a better pace, to ensure sustainable development in the future. 
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