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ABSTRACT

Corporate culture is the intangible asset of every business, and despite its complexity,
corporate culture building is increasingly becoming acknowledged in developing
countries, especially in today’s age of globalisation. Corporate organisations must
integrate into a new culture to survive in the competitive market of product and
services innovation. Private corporations are not excluded; these premises need to
deepen their international assimilation to expand their business outside of the country,
gain local and worldwide acceptance and become sustainable businesses. The various
internal challenges, coupled with the intense external competition, are important
reasons for every business establishment to build a feasible corporate culture.
Furthermore, the researcher also believes that an excellent corporate culture
contributes to the company’s managerial effectiveness. Hence, this study’s primary
objective is to investigate the relationship between corporate culture and managerial
effectiveness. The study applied a mixed method of qualitative and quantitative
research to test the research model’s scale. This study starts with the qualitative method
through semi-structured key informant interviews with fifteen managers and
professors in Vietnam. The study then applied the quantitative method by involving
400 survey respondents working in private enterprises from March 2020 to August of
the same year. The qualitative and quantitative analysis in this study indicates that the
four/five PERMA model factors (Positive Emotion, Relationship, Meaning and
Accomplishment) positively impact the corporate culture. Meanwhile, another factor
(Engagement) is not influenced by corporate culture. Furthermore, corporate culture
is positively related to managerial effectiveness, so the hypotheses of H1, H3, H4, H5
and H6 are supported. However, the quantitative result in this research could not find
the difference between the corporate culture and managerial effectiveness of the
various company types of production, distribution and service (H7 is not supported).
The conclusion, recommendation, limitation and suggestion for further study are also
discussed in this study.

Keywords: PERMA model, Corporate culture, Managerial effectiveness,
Vietnam private companies
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CHAPTER 1

INTRODUCTION

1.1  BACKGROUND
Vietnam is a developing country that is transitioning from an agrarian-based economy
to industrialisation and a market-based economy. The country’s economy has been
improving since the 1980s and has been thriving ever since. The government has
recognised initiatives to reform the country’s economy continuously.
According to the World Factbook of the CIA,
...to continue its trajectory of strong economic growth, the government
acknowledges the need to spark a second wave of reforms, including
reforming state-owned enterprises, reducing red tape, increasing business
sector transparency, reducing the level of non-performing loans in the banking
sector, and increasing financial sector transparency. Vietnam’s public debt to
GDP ratio is nearing the government-mandated ceiling of 65%. (The World
Factbook, 2018)

One of the fields worth studying to support the government endeavours is to
explore the corporate culture in Vietnam’s private firms. Corporate culture is
intangible and yet significant for all establishments. As a country with a socialist
orientation, corporate culture is essential for its institutions. Domestic corporations
with a sensible corporate culture will contribute vastly to Vietnam’s integration into
the international economic setting and develop its market economy.

The various concepts in corporate culture are built up during the survival and
development of enterprises. Corporate culture establishes a system of values for people

working in businesses where they accept, uphold and behave according to the same



principles. This values system distinguishes firms in the same country and every other
(MaclIntosh & Doherty, 2010).

In the United States, the researchers looked at the relationship between the
activities of the business and the achievements, and they found that the most successful
companies in manufacturing and trading maintained and preserved their cultural
identity in their companies (Powell, 2003; Moran, Abramson & Moran, 2014; Ward,
2016). In Japan, after World War |1, Japanese companies created a culture where
workers would vow to work in a company for a lifelong period. The companies
inculcate awareness amongst every employee to work as a family (Abramson and
Moran, 2014). Company leaders in Japan are always involved in their subordinates’
activities. This involvement conforms to Japanese corporate culture’s two fundamental
characteristics: improving productivity, product quality, and staff training efficiency.

In Western countries, shareholders of an establishment hold the primary
influence in determining the business’s outcome. In most cases, shareholders would
push their managers’ line to expand their productivity within a small time frame.
However, contrary to the westerners, the Japanese operate their business with active
conformity to social responsibility. Japanese enterprises instil a sense of connection
amongst all employees in the overall work relationship. “The Japanese are concerned
about the interests of enterprises as well as workers in the enterprise, rather than only
focusing on profits” (Moran, Abramson & Moran, 2014; Ward, 2016). This
indoctrinated concern is also closely related to Japanese organisations’ quality and
productivity improvement. The unity between businesses and the people working in
the enterprise creates loyal employees.

Corporate culture has many definitions as it is heavily influenced by; the

industry in which it operates, geographical location, history, and employees’



personalities. Several similar essential elements of corporate cultures include; a clear
corporate vision supported by corporate values consistent with its aims and aligned
with organisation members’ values. Also, an excellent corporate culture places a high
value on employees at all levels, and there is extensive employee interaction across
many levels. A few other corporate culture elements are adaptable, consistent cultures
that adjust to external conditions and treat all employees equally and fairly (Maclntosh
& Doherty, 2010).

Over the past few years, the private sector has played an essential role in
promoting internal resources in its socio-economic development, increasing export
turnover and growing budget revenue. Furthermore, the private sector has also
efficiently supported eliminating social issues by creating job opportunities and
reducing Vietnam poverty. The private sector’s contribution is evident because private
businesses attract approximately 51% of the country’s workforce and create about 1.2
million jobs a year. During the period of economic integration from 2011 to 2015,
Vietnamese ventures, most of which are private enterprises, have significantly
contributed to their economic development. The General Statistics Office of Vietnam
(GSO) projection states that by 2015, the private sector added about 30% to the budget
and an estimated 40% of its GDP.

The Vietnamese government has always defined the private sector’s role as a
driving force to the nation’s economy. In the report submitted to the twelfth National
Congress Party (2016), one of the government’s emphasis was “to maximise domestic
resources while actively integrating into the world, mobilising and effectively using
external resources to develop Vietnamese enterprises, especially private ones. These
efforts will act as a driving force to raise the competitiveness and autonomy of the

economy’’.



The strategy document on a socio-economic plan for 2016 to 2020 has put forth
viable initiatives in developing private enterprises and distinctly acknowledges private
businesses’ role.

Private enterprises were the masterminds behind the Vietnamese brand,
creating the autonomy of the Vietnamese economy. These private enterprises have
established the quality of Vietnamese brands. These brands subsequently lead to the
liberality of the Vietnamese economy. The justifications for these vastly growing
Vietnamese businesses’ ability to dictating the country’s economy are as follows. First,
private firms can afford to utilise advanced technologies in operating. Secondly,
private enterprises are the most noteworthy employers in the economy. Therefore, as
notable establishments, naturally, these businesses undertake the best practices to cater
to the vast number of trades from the city to the countryside.

More importantly, the private sector forms the basis of the Vietnamese
economy’s competitiveness through its efficiency and dynamism. For the Vietnamese
economy to be competitive, the private sector must be strong.

The 11" National Congress of the Communist Party of Vietnam listed perfecting
mechanisms and policies to develop the private economy as one of the driving forces
of the financial system and summarises the country’s goals as:

I. toactively develop private economic forms in almost all commercial

branches and domains according to the planning and law provisions.

ii. to create conditions for the formation of state economic groups.

iii. to attract foreign direct investment in industrial sectors, in line with its

development planning and strategy, especially in hi-tech fields.

iv. to support small and medium enterprises, farms and business

households, especially in agriculture and rural areas, meeting the



requirements of developing the market economy and international
economic integration (p. 3 - p. 209).

The Constitution of 2013 also stipulates that economic sectors are an essential
component of the national economy when it states, “The state encourages and creates
conditions for business, enterprises, individuals and organisations” (Item 3, Article
51). With the party’s policy and state on the private sector’s development, the
researcher believes that it will further promote the economic engine of market-based
businesses in prospering the country. Furthermore, the private sector will contribute

significantly to Vietnam’s industrialisation and modernisation.

12 PROBLEM STATEMENT

Profit is the primary objective for companies to thrive. However, a company’s goal
may not be solely for revenue and economic development, which is in the country’s
interests. Additionally, some companies in Vietnam were initiated by ambitious
Vietnam citizens who are driven to succeed in business for a better quality of life while
directly contributing to the country’s betterment. Unfortunately, other researcher’s
statements claims were Vietnam entrepreneurs are unlike those in developed countries.
They are business persons who are equally resilient and intelligent but unfortunately
still suffer from backwardness due to still having an underdeveloped-country mindset.
(Stenholm, Acs & Wuebker, 2013). The researcher agrees that the development of
enterprises improves the district’s socio-economics and industrialisation. The purpose
is being expressed more clearly in the development strategy of each enterprise in recent
years. Private enterprises are producing high-quality goods to be consumers’

preference.



However, each businessperson’s goal in business endeavour varies.
Sociological studies reveal different objective in pursuing professional success. For
some, it is mainly to earn income, but for others, the ability to be associated with a
reputable establishment and gain high social status. Certain successful entrepreneurs
are in the business to continue their family’s venture, while others do it for the sake of
individual accomplishments. Some even do it as initiatives for societal freedom in the
new social regime, and so on.

Secondly, corporate culture requires close monitoring of business performance
and conforming to humanities in business. A corporation would not be sufficient by
overlooking ethics and moralities, such as respecting people and protecting the
environment.

It is crucial to enhance the spirit of the community in all business activities of
enterprises. A characteristic of the corporate culture that we need to build is to promote
self-determination, self-improvement, and self-reliance while mobilising the
community and traditionalism of the nation (Redding, Bond and Witt, 2014).
Businesses should also participate in social activities, such as poverty reduction,
disaster relief, and charitable activities (Busse, 2014). Besides, everyone wants
happiness. Happiness increases a person’s productivity, which causes them to build
meaningful relationships with those around them and feel great, leading to building a
corporate culture. According to Seligman (2002), positive psychology has three
primary concerns. The first is to specify and measure positive traits ‘that transcend
particular cultures and politics and approach universality’ (Seligman, 1998, p. 1).

The Vietnamese government has always viewed culture as the values that bring
dynamism in achieving its development. Hence, the country regards cultural

conservation as its aspiration. More than ever, current modernisation, globalisation and



Vietnam’s integration into the international economic arena are sound reasons for the
country to enlist cultural conservation as its goal rapidly. Although Vietnam’s private
enterprises face significant challenges after joining the WTO, they were presented with
new opportunities. One of the problems is developing a culture and using it as a driving
force for the enterprise’s development (Nguyen, 2014). The researcher views that
Vietnam has yet to develop a robust corporate culture, and these factors may be the
cause. Firstly, many Vietnamese businesses have not identified essential business
principles, and as a result, these enterprises do not have clear objectives, and
employees’ awareness is too vague (Diez, 2016).

Moreover, the businesses have not established a standard sustainable
behavioural system where leadership attributes are not uniform due to having young
managers and directors (Tuan, 2015). According to Mr. Ho Anh Tuan, who is
Chairman of the Vietnam Association for the Development of Corporate Culture,
developing a favourable business culture nowadays is challenging. Many businesses
pay little attention to building and developing corporate culture due to prioritising
personal interest and profit and sole concern for the short-term benefit. As such, less
attention is paid to building and developing corporate culture as an endogenous
strength, building the foundation (Tuan, 2019).

The most fundamental difficulty in developing corporate culture today is the
inadequate awareness of corporate culture’s role, position, and importance. According
to President Ho Anh Tuan, reputable brands have built up an excellent corporate
culture in the business system except for several large enterprises. Many businesses
have not paid attention to this. In this angle, expert Le Quoc Vinh, with much
experience as a consultant in corporate culture development, said that many enterprises

claim to have a corporate culture formed by business leaders. However, they do not



fully understand the nature of corporate culture (Vinh, personal communication,
2019).

Different types of businesses have different realisations and actions in
processing corporate culture. As such, Vietnam’s weak corporate culture motivates
the researcher to study its effect on Vietnamese companies.

Furthermore, this paper aims to study Vietnamese private establishments of
different business nature on their comprehension of corporate culture and its effect on
managerial effectiveness. Seligman (2011) suggests five components of well-being
and developed a new model of well-being, PERMA. PERMA is an acronym formed
from the first letters of each domain defined by Seligman as a determinant of well-
being. Seligman’s new theory posits that well-being consists of nurturing one or more
of the five following elements: Positive emotion, Engagement, Relationships,
Meaning and Accomplishment. However, there is no research study on the relationship
between the PERMA model and corporate cultures and its relationship to managerial
effectiveness. Furthermore, no research has compared the corporate cultures of
Vietnam’s three types of private businesses: production, distribution, and service

companies.

1.3 RESEARCH QUESTIONS
The study will address these three questions:
i.  RQ1I: Isthere arelationship between the PERMA model (Positive emotion,
Engagement, Relationships, Meaning and Accomplishment) and corporate

culture?



ii. RQ2: Is there a relationship between corporate culture and managerial
effectiveness?
iii.  RQ3: Is there a difference between Vietnam’s production, distribution, and

service companies’ corporate culture and managerial effectiveness?

14  OBJECTIVES OF THE STUDY

This study’s primary objective is to investigate the relationship between the PERMA
model and corporate culture and managerial effectiveness in Vietnamese private
(production, distribution, and service) companies. More specifically, the purpose of
this study is as follows:

i. To identify the PERMA model’s relationship (Positive emotion,
Engagement, Relationships, Meaning and Accomplishment) and corporate
cultures.

ii. To determine the relationship between corporate culture and managerial
effectiveness.

ili.  To determine if there is a difference between the corporate culture and
managerial effectiveness in Vietnam’s different types of private

companies.

15 RESEARCH HYPOTHESES
The researcher formulated the following research hypotheses based on the research

questions:



Vi.

Vii.

1.6

H1: Staff’s emotional positivity in private companies constructively relates
to the companies’ corporate culture.

H2: Staff’s engagement in private companies positively relates to the
companies’ corporate culture.

H3: Relationship among staff in private companies positively relates to the
companies’ corporate culture.

H4: Sense of meaning among staff in private companies positively relates
to the companies’ corporate culture.

H5: Accomplishment among staff in private companies positively relates
to the companies’ corporate culture.

H6: There is a relationship between corporate culture and managerial
effectiveness.

H7: There is a difference between production, distribution, and service

companies’ corporate culture and managerial effectiveness.

SCOPE OF THE STUDY

The study will investigate the factors influencing the corporate culture in private

enterprise in Vietnam. Specifically, the study delves into three types of enterprises:

production, distribution, and service.

1.7

LIMITATION OF THE STUDY

This research on corporate culture and the scope of the topic are limited to private

companies in Vietnam. Therefore, the results of the research cannot be generalised for

10



