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Abstract

Over the recent years, changes in the human resources practice have led to a situation
whereby the failure of some firms are due to the mismanagement of people rather than
problems related to technical systems. Evidently, there have been also suggestions that the
changes in employee engagement practices have not been corresponding with the changes
that is taking place in the international business environment. As a result, organizations have
achieved a relatively low level of effectiveness in implementing effective employee
engagement practices. This is particularly the case in emerging economies such as Vietham, a
country exposed to challenges and opportunities of globalization. Therefore, in order to strive
competitively in this period of globalization, managers must possess relevant competencies
for effective implementation in the employee engagement policies and practices. Thus, this
paper explores the competency-based research framework and draws implications from the
employee engagement practice to prepare organizations in Vietnam for the challenges in
globalization.
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Introduction

Many economists considered the recent financial crisis; the late 2000s financial crisis as the
worst financial crisis. Many argued that this financial crisis was the worst since the great
depression of the 1930s. This financial crisis was also known as the Credit Crunch or Global
Financial Crisis. This crisis led to the collapse of large financial institutions, the bailout of
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banks by national governments, and downturns in the stock markets in many countries such
as Europe and the United States. Around the globe, the crisis inevitability brought to the
failure of key businesses and a huge decline in consumer wealth and the economic activity.
The macroeconomic aspects have been primarily focused by most of the researchers in
respond to the financial crisis. However, there was less focus on the role of the employee
engagement. Nevertheless, the developed economies such as Europe and North America have
addressed predominantly in and with respect to the financial crisis. Ulrich (2006) stated
studies on employee engagement are important as it analyses the positive value that enable
organizations and nations to tune effectively in handling globalizations challenges.

Studies on the impact of the recent financial crisis towards Vietnam are limited. The recent
financial crisis that hit Vietnam had brought a double effect on the commaodity prices. By late
2008, Vietnam was seriously deteriorating in the macroeconomic and financial environment,
with inflation levels above 20 percent producing ballooning trade and current account deficits
as well as weak banking and financial sector. According to the UNDP (2010), current high
inflation rates and unstable Vietnamese currency have led almost 60 percent of the
Vietnamese population still to live with less than USD 2 income per day.

Despite the huge impact towards Vietnam, a quick literature review indicates that Vietnam is
still under research. Literature search in various academic databases such as Proquest, Google
Scholars and Emerald have shown that the research publications knowledge about Vietnam
especially on the challenges of globalization and the role of employee engagement is limited.
Almost there have been no academic papers published about Vietnam employee engagement
role especially from the recent globalization perspectives. So, it is proven that an in-depth
research needed and vital on the globalization challenges such as financial crisis and the role
of employee engagement about Vietnam as it plays high importance towards her nation and
society.

Thus, this paper explores the importance of human resources factor particularly the employee
engagement in globalization. Next, Vietnam which is an emerging economy nation has been
focused in respond to the recent globalization challenges from the employee engagement
perspective. So, the objective of this paper is to present a conceptual framework for the
employee engagement as a response to the growing interaction of globalization and business
performance in Vietnam.

Globalization and the Role Employee Engagement

Globalization refers to the economic, social and cultural connectivity with people in other
parts of the world (McShane & Travagoline, 2007). An organization or nation globalize when
they actively participate with other countries and culture. Fischer (2001) stated while
organizations have operated across borders for more than two thousand years, the degree of
globalization today is unprecedented because information technology and transportation
systems allow a much more intense level of connectivity and interdependence around the
planet.

Over the recent years, researchers around the globe have continued to debate if globalization
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improves the financial and social development of poorer nations. Globalization has indeed
provided many organizations and nations with new markets and resources as well as broader
net to attract valuable knowledge and skills. Nevertheless, globalization is often been
criticized for its increasing competitive pressures and market volatility. It is true that many
people from the developed nations are losing jobs and this is posing a problem for them since
the business organizations are outsourcing jobs to other countries with a lower labour cost.
On the other side, for nations that are at the receiver’s end are also giving up the reins in the
ends of a foreign company which might again lead to a sophisticated form of colonization
(Neha, 2011).

However, it is an undeniable fact that the impact of globalization is visible and it largely
affects the economy of the country. As most of the nations have started to practice an open
door policy in their economy, the business organizations have shifted around its businesses
freely. Riox, Bernthal & Wellins (2011) stated that the top challenges of business
organizations in today’s world are the role of managers in coordinating activities in many
different locations. Furthermore, multicultural teams and continual change of the globally
competitive environment provides challenges towards managers to lead the team members.
According to Neha (2011), it was suggested that employee engagement would be able to
assist managers in overcoming global challenges. Similarly, McShane & Travagoline (2007)
stated that globalization affects workers as well as working conditions, labor relations,
and corporate social responsibilities. They stated that the employee engagement is a human
resource strategy which is adopted by many organizations to ensure the employees achieve a
high productivity and morale.

Meanwhile, employee engagement is also known as work engagement or worker engagement
and it is abusiness management concept. An “engaged employee” is one who is fully
involved in, and enthusiastic about, his or her work, and thus will act in a way that furthers
their organization's interests. Employee engagement is the extent to which workforce
commitment, both emotional and intellectual, exists relatively to accomplishing the work,
mission, and vision of the organization. Although the employee engagement term is
commonly used by both practitioners and academic researchers, still it has ambiguities. The
ambiguities begin at its true meaning and definition, and are continued to its ‘cause and
effect’ relationship. Thus, it is important for an organization to understand the drivers of
engagement (Robinson, Perryman & Hayday, 2004).

Many researchers agree that defining employee engagement may not be simple. According to
Gibbons (2007), the executives are beginning to realize that employee engagement does not
mean the same thing to everyone in every company. He discovered that every representative
in an organisation has different views and concepts of employee engagement. His arguments
were proven to be true with his study on 17 employers. There was some confusion around the
definition of employee engagement due to the number of consulting firms working in this
area. However, researchers and opinion leaders provided the public with a basic definition of
employee engagement which is the increased emotional and intellectual connection that an
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employee has towards their employer, supervisor and co-workers that result in an increased
output of effort (Thompson, 2009).

Additionally, Dernovsek (2008) stated employee engagement is the involvement of
employees with enthusiasm for work. Perrin Global Workforce Study (2003) explained that
employees with the willingness and ability to help their company to be successful by largely
providing discretionary effort on a sustainable basis are also called as employee engagement.
According to Scarlett Surveys (2009), employee engagement is a measureable degree of an
employee's positive or negative emotional attachment to their job, colleagues and
organization which profoundly influences their willingness to learn and perform at work.
Meanwhile, the institute for employment studies (2003) defined employee engagement as a
positive attitude held by the employee towards the organization and its values. Thus,
normally an engaged employee is aware of the business context, and works with colleagues
to improve performances within the job for the benefit of the organization. So, the
organization must work to develop and nurture engagement that requires a two-way
relationship which is between the employer and employee.

Similarly, Khan (1990) stated that there are also various aspects of employee engagement
which is from the physical, cognitive and emotional ways. It is also a connection to one’s
job or organization, attachments, commitments and organizational citizenship (Organ and
Paine, 1999). Thus, based on the definitions of the existing literature review the employee
engagement has its benefit towards organisations and it can be quoted here that employee
engagement is distinctively different from satisfaction, motivation, culture, climate and
opinion and it is very difficult to measure.

Recent Challenges in Globalization and Employee Engagement Issues in Vietnam

The recent globalization especially the global financial crisis had poses distinctive employee
engagement challenges to businesses especially those operating across national boundaries as
multinational or global enterprises. Gerard and Crim (2006) stated that employee
engagement has been seen by many Asian multinational companies as a heightened level of
ownership where each employee are encouraged to do whatever they can for the benefit of
their internal and external customers as well as for the success of the organization. Many of
these multinational companies believe that the role of employee engagement is crucial in
retaining talent, reducing employees’ turnover and improving employees’ commitment, work
productivity and quality (Gerard & Crim, 2006).

Global business is characterized by the free flow of human and financial resources especially
in the developing economies such as the Association of South East Asian Nations (ASEAN).
These developments are opening up new markets in a way that has never been seen before.
Vietnam as an example is a nation located strategically in the South East bordering China to
the north, Laos and Cambodia to the west and South China Sea to the east. Geographic
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advantage and decades of hard work, commitment and continued reformation upon the
launch of Doi Moi (meaning “reconstruction”) programme by the Vietnamese Government
since 1986, has transformed Vietnam into one of the most dynamic emerging markets in the
world (Government Statistics Office, 2010). Vietnam’s recent successive growth domestic
product (GDP) has made her the second fastest growing economy in Asia after China.
Vietnam is also one of the largest recipients of foreign direct investment (FDI) in the world,
relative to the size of its GDP in recent years. According to the New York Times (2009),
Vietnam has begun to surpass many of its neighboring countries. Vietnam is also currently
Asia’s second-fastest growing economy within 6 to 8 percent growth in recent years. The
recent globalization of markets and production has brought Vietnam as a player into the new
economy in the competitive world with positive growth annually. Thus, the rapid economy
changes due to the recent globalization in Vietnam have been highly prioritized by the
Vietnamese government. Additionally, the Vietnamese government is ensuring Vietnam to be
remained as a developing nation and currently laying foundations in being an industrialized
country by 2020 (Socio-Economic Development Plan, 2006).

Evidently, globalization and participation in ASEAN and WTO (World Trade Organization)
has transformed Vietnam into a competitive nation economically in the region. However, to
achieve a continuing economic growth, organizations require an understanding on the factors
that can determine the effectiveness of various employee engagement practices and
approaches. This can be important as countries normally have different dimensions which
influence their attractiveness towards FDI. Moreover, these differences determine the
economic viability of building an operation in a foreign country and that has been particularly
a strong impact on the employee engagement in that operation.

Similarly the Vietnamese Government acknowledges that the current challenges faced by
Vietnam are the lack of productivity, quality and innovativeness. According to Dr. Nguyen
Thien Nhan, the Deputy Minister from the Education and Training Ministry (2007), the
investors in Vietnam currently are very much focused on assembly-based and manufacturing
industry. Almost all of these industries hire labor intensive which brings low value-added and
low effectiveness to the nation. Most of these labors have less skills and only basic education
requirement needed to perform their tasks. He explained further that the labor cost in Vietnam
of making a shirt is about 1USD. However the same shirt is sold for 30 - 50 USD. The labor
cost is only equals to 2-3% from the price of the shirt. Therefore, it is certainly ineffective for
Vietnam in a long term to remain competitive in attracting foreign investors by just offering
cheap labors. As such it can be stated that Vietnam is currently facing a huge problem in
offering skilled workers in the market. A research needs to be conducted in addressing these
issues and possible solutions especially on the Human Resources aspect needs to be identified
in order for Vietnam to remain economically competitive in the market.

McBain (2007) analyzed the models that shows employee engagement is a function of or

driven by, the human resource of an organization. According to McBain (2007), employee
engagement is an integration of employee satisfaction, commitment and motivation with
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Human Resources Management (HRM). There are four factors that affect the HRM in global
markets. The four factors identified are culture, economic system, political system and human
capital (Noe, et al, 2000). Thus, consistent with the scope of this paper only human capital
will be treated as the dimension of HRM in global markets. Bawa & Ali (1999) explained that
the human capitals are the skills, capabilities or competencies of the workforce. This is in
consonance with the believe that competency-based human resource with effective employee
engagement plans to provide a source for gaining competitive advantage and for countries
profoundly affect a foreign country's desire to locate or enter that country’s market (O’Reilly,
1992). So, this explains further why foreign firms locate and enter the local markets in
Vietnam. Vietnam as a developing nation faces distinct globalization challenges. These
challenges are addressed through a strategic approach towards the employee engagement
practices.

The human resource profession worldwide has considered employee engagement as one of
the key focus areas over the past few years. Ulrich (2004) stated that for the first time in the
history of management, it is the human mind that is the primary creator of value. The quality
of people and their engagement will be critical factors in corporate vitality and survival.
Ulrich (2004) statement reflects the recent focus by human resource professionals and
management towards employee engagement and its connection to sustainability and
profitability. This new focus on employee engagement is driven by a labour shortage, which
resulted in the need to attract and retain employees while continuing to improve performance
and profitability.

Thompson (2009) also stated hiring top talent is one thing; keeping talent and getting its full
engagement is another thing. According to the research done by Unlich (2004), 58 percent of
the talented employees are mobile and always open to move to other organizations. Therefore,
only employers that are able to engage employees are more likely to retain the same
employees and increase their output and simultaneously increase the organisations outputs.
Meanwhile, some human resource experts consider employee disengagement a significant
contributor to poor corporate performance and profitability. Rampersad (2008) stated that
lack of engagement is endemic and is causing large and small organizations all over the world
to incur excess costs, under-perform critical tasks, and create widespread customer
dissatisfaction.

Thus, extra costs and underperformance is a result of poor employee engagement that
negatively affects the organization and over the long term it decreases profitability and results
in poor sustainability. According to Gallup Management Journal (2005), a survey was
conducted and found that almost 14 percent or 19.2 million of workers in United States who
are 18 years old or older are actively disengaged. The survey results indicate that the lower
productivity of disengagement of these workers cost the U.S. national economy about $300
billion per annum. Thus, it is proven that the importance of employee engagement is because
it connects towards the productivity of the organisation. More over, it is the productivity of
the individual that affects the productivity of the organization and the overall financial
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performance and sustainability of the organization and nation in the long term.

Managerial Competencies and Current Employee Engagement Status in Vietnam

The idea that individual HR practices impacts the performance in an additive fashion (Delery
& Doty, 1996) is inconsistent with the emphasis on internal fit in the resource-based view of
the firm. This idea, that a system of employment practices may be more than the sum of parts
that appear to be consistent with discussions of synergy, configurations, contingency factors,
external and internal fit as well as holistic approach (Delery & Doty, 1996; Huselid, 1995).
Meanwhile, Ulrich & Yeung (1989) stated that the future professional will need four basic
competencies to become partners in a strategic management process. These include business
competence, professional and technical knowledge, integration competence and the ability to
manage change. Furthermore, the United Kingdom-based Management Charter Initiative
(MCI), an independent competence-based management development organization, identifies
seven key roles and the required competencies. These include competencies required to
manage roles like managing activities, resources, people, information, energy, quality and
projects (MCI Management Standards, April, 1997). Thus, managerial competencies are vital
in employing effective human resource activities in order to ensure the growth of business
organizations. Similarly, Vietham needs effective employee engagement strategies to face
challenges and opportunities of globalization.

Meanwhile, Ruge (2011) stated that currently, employee engagement level in Vietnam is
higher in the Asia Pacific Region, but the employees’ intention to stay in the same company
lower than other countries in the region. Based on the recent studies conducted Ruge (2011)
states that Vietnam has currently recorded a 78 percent positive employee engagement.
Meanwhile, on average the nations in Asia Pacific region recorded 74 percent. Thus, it is
proven that Vietnam achieved better percentage than the average in the Asia Pacific region
because of several reasons. Ruge (2011) claimed that top management’s strategy and
direction, employee’s perception of the companies’ image, effective performance evaluations,
empowerment via an innovative climate and involvement in problem solving and increased
sophistication in company systems and practices has led Vietnam to have better employee
engagement rate those other countries in Asia Pacific region.

However, Ruge (2011) urged that in general, some areas of employee opinion in Vietnam
have remained unstable over the 5-year period (2006 — 2010). Almost 54 percent employees
in Vietnam on average are always seriously considering in leaving their current organization.
Most of their negative comments are based on various subjects. Stress, balance and workload
have been stated as one the dissatisfactions which includes excessive workload and job
pressure. Meanwhile, less pay and rewards that does not match from the internal pay equity
and performance also has created some discomfort among employees in Vietnam. Other
dissatisfactions are such as poor benefits and abundant external job opportunities that are
available in Vietnam.
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Thus, Ruge (2011) claimed that although employees’ opinion on competitiveness in Vietnam
is currently more positive and lesser than in the Asia Pacific Region which is at 61 percent, it
is on a declining trend in the past 2 years. Evidently, GSO (2011) reported that Vietnam’s
overall competitiveness on quality of products, services and customer service has declined
since 2007. Moreover, Vietnam is still lacking behind in innovation as the Vietnam
development towards new products, services and responding to market changes are still poor
and ineffective. Vietnam’s Ministry of Education and Training (2011) also has reported that
poor employee engagement has direct relationship with the current poor quality of services
and organizations’ in Vietnam.

Framework and Propositions

As a response to the employee engagement towards a growing interaction of globalization
and business performance in Vietnam, a conceptual framework as illustrated in figure 1
has been designed. This framework consists of four variables which are the independent
variables, intervening variables, dependent variable and moderating variables.

Based on the designed framework, the ultimate goal for most of the business organizations
are to achieve high profits. Profits of the business organization normally are determined from
the organizational performances. In the case of Vietnam, a competitive firm is been measured
in various methods. The Socio-Economic Development Plan (2010) stated the Vietnamese
Government has recently indicated that the tools of measurement of business organizations in
Vietnam are based on the level of productivity, quality and innovativeness. The major
weakness stated by the Socio-Economic Development Plan (2010) is that the business
organizations in Vietnam posses’ low productivity with low quality and poor innovation as
most of these organizations have not obtained good policies in measuring internal and
external forces. Thus, a solution which is the framework explains the importance of the
internal and external forces towards achieving an effective organizational performance. The
internal forces are the managerial competencies and employee engagement that lead
organization performances. Alternatively, the external forces are the impact of globalization.

The managerial competencies are categorised as the independent variables in this framework.
Competency is the ability for managers and leaders to direct work streams and define
outcomes clearly. Competence refers to both the ability such as technical and non-technical
ability. It should be noted that organization and personal managerial are much connected in
the sense of personal core competencies and are said to be derived from the values and
competencies of the organization (Reagan, 2004).  Thus, without managerial competencies,
it will be difficult to realise success. Although many incompetent teams are able to attract
funding from various sources eventually a project will fail due to the shortcomings of the
management team. Therefore, it is important to determine the current state of the
management team and address shortfalls prior to undertaking a capital development. In this
context, effective managerial competencies transform effective employee engagement.
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As been discussed in the literature review section employee engagement plays a dominant
role in any organization. Employee engagement refers to how much employees identify with
and are emotionally committed to their work. Commonly employees with a strong employee
engagement are cognitive focused and possess the ability and resources to do so (McShane &
Travaglione, 2007). Thus, as the intervening variables, employee engagement can be
executed effectively with the adequate support from the managerial competencies.

Meanwhile, with appropriate managerial competencies and effective employee engagement,
organization would be able to face the moderating variables efficiently. Based on the
framework, globalization such as competition and technology advancement would always
posses a strong opportunity or threat to any nation. The proponents of globalization argue that
it allows emerging countries such as Vietnam to develop economically and raise their
standards of living. However, globalization can also be deeply controversial. The recent
financial crisis has put globalization on hold with capital flows reversing and global trades
shrinking. As a result, Vietnam that lies with a high influx of FDI would face a serious
amount of challenges from globalization.

Overall, the following testable propositions are derived from the illustrated framework.

1. Managers must have achieved higher levels of managerial competencies to introduce and
assist an effective employee engagement programs and activities in business
organizations.

2. Managerial competencies are significantly related to organizational performance as it
ensures an effective employee engagement processes

3. The extent of implementing on employee engagement practice contributes significantly to
a firm’s level of outcome.

4. The relationship between the employee engagement practices and organizational
performance is affected by the globalization.

It may be pertinent to point out here that the four propositions derived from the framework is
particularly relevant for giving insights into the employee engagement challenges faced by
organizations in the new era globalization. In other words, these propositions will help us
organize thoughts on the level of readiness of organizations in response to the challenges of
the global business environment.

Conclusions

This paper sets out as a contribution to the current discourse on the interaction of
globalization and the business performance especially with a flavor of the challenges from
the perspectives of Vietnam. This paper presents a framework for employee engagement as a
response to prepare organizations for the challenges of globalization. If the propositions
outlined above are supported, then the real challenge for organizations in the era of
globalization is to pay particular emphasis to strengthening their employee engagement by
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upgrading the relevant competencies. The Vietnamese government and business organizations
in Vietnam should brace up and have no choice but to develop and continuously upgrade the
employee engagement and business competencies of their workforce. Addressing these issues
IS a necessary step towards facing the challenges of globalization in the next millennium.
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Figure 1

Theoretical Framework for Employee Engagement — The Case of Vietnam
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