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The Impact of Salaries on Direct Production Workers’ Productivity: A
Case Study of Garment Enterprises in Vietnam
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Abstract: The objective of the study is to evaluate the impact of salaries (including pay level, payment method, sala-
ry increase policy, bonuses and financial welfare) on labor productivity of direct production workers in Vietnam
garment enterprises. Data was collected on the basis of a survey of 512 direct production workers and processed by
SPSS 22 software through correlation regression analysis techniques. The research results show that the labor
productivity of direct production workers is not only affected by the pay level, bonuses, financial welfare but also by
the salary increase policy and especially the payment method of the enterprise. Basically the author gives some sug-
gestions to improve the salary policy of direct production workers in garment enterprises in order to increase labor

productivity.
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1. INTRODUCTION

Vietnam’s garment industry plays an important role in the
development of the national economy, ensuring domestic
consumption and export demand, expanding international
trade and bringing many revenues sources to the country.
2020 is the first year that the export turnover of the garment
industry has grown negative (down 9.8%) reaching only $35
billion compared to $39 billion in 2019. After 25 years of
continuous growth, the export turnover of garment industry
has dropped to third position after the group of phones, com-
puters and electronic component products. However, with
the export turnover achieved in 2020, Competing countries
in the garment sector have all decreased by 15-20%, even
nearly 30% due to the impact of Covid-19 is still a bright
spot in export activities, especially in the context that the
world's total demand for garments products has decreased by
nearly 20% (from 740 billion USD to 600 billion USD).
Competing countries in the garment sector have all de-
creased by 15-20%, even nearly 30% due to the impact of
Covid-19 (General Statistics Office, 2020). Having an im-
portant position in the economic development of the country,
however, salaries for direct production workers are quite
low. According to General Statistics Office (2020), the aver-
age salary of direct production workers in garment enterpris-
es is about 3.5-6 million VND/month. Meanwhile, the labor
productivity of the garment industry tends to increase, alt-
hough compared to other countries in the sector and the
world, the labor productivity of the garment industry is quite
low compared to expectations. Faced with this situation,
what should leaders of garment enterprises do to increase
labor productivity of direct production workers? Does chang-
ing salary policy increase labor productivity faster?
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The question of whether wages are a factor affecting labor
productivity or not has been a matter of great concern among
human resource managers, organizational managers, labor
economists, sociologists, etc., psychologists and policy mak-
ers are of particular interest. According to these researchers,
salary significantly affects worker’s productivity due to job
satisfaction. Several studies have reported a significant posi-
tive relationship between labor productivity and salaries
(Lambert et al., 2001; Frye, 2004; Tessema & Soeters,
2006). According to these researchers, high salaries help
attract and retain highly skilled workers. Because salaries
help workers accomplish their personal goals in life, they are
motivated and give their best to the organization in the form
of more effort, which leads to higher productivity (Ehrenberg
& Smith, 2017; Owens & Kagel, 2010; Georgiadis, 2013).
According to Metcalf (2008), workers receive salaries from
their own labor power. This salary is used to meet their and
their family's needs such as nourishment, food, clothing,
transportation, etc. When that salaries guarantee the worker's
life, it will motivates the workers achieve the goals set by the
enterprises. Similarly, A. Umar (2012) also affirmed that
effective payment techniques will contribute to maintaining
and developing workers' ability to perform work; thereby
realizing the vision, mission and goals of the enterprise by
increasing labor productivity. This method is based on indi-
vidual achievements, work performance will directly affect
the productivity of workers, creating higher output through
pay and vice versa. On that basis, the research aims to (i)
Evaluate the influence of salaries (including pay level, pay-
ment method, salary increase policy, bonuses and financial
welfare) on labor productivity of direct production workers;
(ii) Assess the level of influence of each salary component
on the labor productivity of direct production workers.
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2. LITERATURE REVIEW AND HYPOTHESES DE-
VELOPMENT

2.1. Salaries

Hibbs & Locking (2000) assert that salaries are the counter-
weight of the labor that the employees has provided to the
employer in a certain period of time and will receive an
agreed-upon salary. Osterman (2006) argues that the salaries
in the enterprise are the payment (remuneration) for the labor
service performed, showing the relationship between the
employer and the employee. Salary is the price of labor pow-
er, distributed according to labor (such as position, capacity,
performance) and paid in money. Making reasonable and
scientific payment will bring many values to enterprises.
Salary is also an income of workers to cover their living
needs at a certain socio-economic time, that amount must be
in accordance with the law. Salary is a fixed amount or a
compensation paid to workers, usually measured monthly on
completion of work (Idrees et al., 2015). Salary is the price
of labor, formed on the basis of an agreement between the
employer (or the employer's representative) and the employ-
ee, is the amount that the employer pays to the employee
when the employee performs a certain job and must ensure
compliance with the provisions of the law (Tuoi & Yen,
2021). Salaries of direct production workers in enterprises
approached in this study is the amount that enterprises pay to
direct production workers on the basis of an agreement be-
tween enterprises and direct production workers, ensure in
accordance with the provisions of the law, including monthly
salary calculation (expressed in the form of a salary formu-
la), and other incomes (such as bonuses, financial welfare).

2.2. Labor Productivity

The economist Adam Smith (1723-1790) was the first author
to introduce the term productivity when discussing the prob-
lem that productive efficiency depends on labor. Understand
simply, productivity is a measure of the amount of output
produced based on inputs. The relationship between output
and input is productivity. Similar to this, some researchers
also believe that labor productivity is the ratio of outputs
divided by inputs (Pekuri et al., 2011). Productivity is one of
the key factors for the community to achieve progress and
ultimately all-round development (Ziapour et al., 2015).
Productivity is the average measure to evaluate the efficien-
cy of production. It can be expressed as the ratio of outputs
to inputs used in the production process. It means output per
input unit. When all outputs and inputs are included in a
measure of productivity, it is called total productivity
(Ahiabor, 2014). Productivity is usually defined as the ratio
of output volume to input volume. In other words, it
measures how efficiently factors of production, such as labor
and capital, are being used in an economy or an organization
to produce a certain output level. Productivity is considered
to be the main source of national economic growth and en-
terprise competitiveness.

The concept of productivity is understood from two different
angles. Those are personal productivity and organizational
productivity. Individual labor productivity is associated with
the personality characteristics of that individual expressed by
the individual's attitude, spirit and efforts in the working pro-
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cess. Organizational productivity considers the relationship
between inputs and outputs. The measure of productivity at
the individual level is not only assessed by quantitative re-
sults, but also by the change in performance, morale and
work level through their (Akbari Fard et al., 2018). This
study approaches labor productivity from an individual per-
spective.

2.3. The Impact of Salaries on Labor Productivity

Salaries are considered a tool, an economic lever to change
the motivation and working spirit of workers, thereby in-
creasing productivity and working efficiency. Salaries direct-
ly affect the standard of living of workers. Striving to raise
wages is an indispensable requirement. This purpose creates
motivation for workers to improve their qualifications, work-
ing ability, as well as performance. Campbell et al.(2008)
argues that salaries, namely pay level, salary increase policy,
bonuses and finance welfare have a direct and strong impact
on the productivity of workers. Thus, according to this point
of view, the author considers the salary aspect in a broad
sense, not only in the pay level that workers received but
also in many other qualitative factors such as: salary increase
policy or payment method. Also following this approach,
some studies has proven that salary components such as
received salary, additional salary, bonus in salary affect the
productivity of workers (Metcalf, 2008; Shields, 2007).
These salaries are paid in a fair and reasonable manner,
which is an incentive and motivation factor for workers,
helping them to improve their productivity.

Pay Level and Productivity

Katovich & Maia (2018) argues that the pay level is a certain
amount of money that the employer pays the employee when
they perform a certain job (including direct production
workers). The pay level does not include allowances, bonus-
es, welfare as well as other additional payments. In the en-
terprise, the pay level is determined on the basis of the basic
salary agreed by the two parties in the labor contract and the
payment method of the enterprise. Pay level has a direct ef-
fect on labor productivity (Pasimeni, 2018; Strain, 2007).
Oyebamiji et al. (2013) found a relationship between produc-
tivity and pay level. To explain this, the authors believe that
the pay level will determine the spending level and daily
activities of workers. If this salary is suitable, it means that
workers have better conditions to support themselves and
their families. Thereby, workers feel more comfortable in the
working process and improve labor productivity. It proves
that there is a positive relationship between pay level and
strong motivation for workers, thence promoting to increase
labor productivity. On that basis, the author put forward the
following research hypothesis:

Hypothesis H1. The pay level has a positive impact on the
labor productivity of direct production workers.

Payment Method and Labor Productivity

Livingstone (2010) asserts that pay for performance is an
effective method of payment to encourage workers to in-
crease their productivity. Because, this payment method is
associated with worker’s performance of the. The more pro-
ductive workers are, the higher their salary will be. Depend-
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ing on the characteristics of production and business activi-
ties, enterprises build the payment method appropriately. For
workers, Eneh et al. (2018) argue that production workers
with the task of creating tangible products, therefore it’s nec-
essary to build payment method that measures the tangible
characteristics of the products. That payment method must
assess the quantity and quality of products produced by
workers. At the same time, this method can encourage work-
ers to increase productivity, change the quantity and quality
of products, thereby directly changing the salaries of work-
ers. Many researchers further argue that performance-based
pay effectively motivates workers to increase productivity
(Igbal et al., 2019; Tetteh et al., 2017). Therefore, the re-
search hypothes is put forward is:

Hypothesis H2. The payment method has a positive impact
on the productivity of direct production workers

Salary Increase Policy and Labor Productivity

Some studies also show that salary increase policy also has a
significant impact on labor productivity. Idrees et al. (2015)
argue that a reasonable salary increase policy creates a moti-
vation for workers to improve labor productivity. The build-
ing of a good salary increase policy will contribute for im-
plementing an effective salary policy, motivating individuals
to work harder. Increasing salaries for workers depends on
the goals of the salary system that the enterprise has built,
individual achievements and changes in the cost of living.
This means that on the one hand, increasing worker 's salary
changes their working attitude. They can make more efforts
to increase labor productivity in order to serve to increase
salary, and increase enterprises’ revenue (Stansbury &
Summers, 2017). Emanuel & Harrington (2020) give the
view that workers consider salary increases as the value that
employers perceive and evaluate their work process. A
worker who always completes the work, does not violate the
discipline needs to have a satisfactory salary increase policy.
The salary increase policy needs to be with the right people,
at the right time, with the right criteria set by the enterprises.
In addition, the salary increase policy needs to have a clear
roadmap, clear criteria and be onvert throughout the enter-
prise. Maslow's Motivation Theory has suggested that a sala-
ry increase policy leads to better worker motivation and
work harder and more conscientiously. Thus, rate of worker
productivity will be higher. The relationship between higher
salaries and a positive effect on worker productivity has been
established. Kim et al. (2020) has determined that increasing
salary leads to improve workers’ productivity. Therefore, the
next hypothesis to be tested in this study is:

Hypothesis H3. The salary increase policy has a positive
impact on labor productivity of direct production workers.

Bonuses and Labor Productivity

In addition to salaries, bonuses also have a significant impact
on labor productivity. Mesepy (2016) emphasizes that re-
wards are not only the best way to retain workers, but also an
effective financial leverage that encourages workers to im-
prove their productivity. Mehta, (2014) indicates that bonus-
es can help increase workers’ work efficiency. There is a
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positive relationship between bonuses and labor productivi-
ty. According to the author, if enterprises want to achieve
success in a competitive environment, they should value
their workers. Another study, conducted by Ponta et
al.(2020) suggested that the bonuses of enterprises must be
flexible, suitable for each object and the achievements that
workers contribute, meeting expectations. The effect of bo-
nuses on labor productivity is significant. Each worker has a
different perception of bonuses. Therefore, enterprises need
to build a reasonable and satisfactory bonuses system (Bun
& Huberts, 2018). So, the research hypothesis mentioned
here is:

Hypothesis H4. Bonuses have a positive impact on labor
productivity of direct production workers.

Financial Welfare and Productivity

The main effect of financial welfare is to motivate and retain
workers in the enterprises. Worker interests are the efforts to
promote them to achieve higher levels of productivity
(Agusioma et al., 2019). Adequate and timely financial wel-
fares help improve workers morale and loyalty, helping them
contribute more to the enterprises. Alam et al. (2020) has
emphasized that financial welfare packages can enhance the
productivity of workers. Financial welfares for workers in-
cluding medical examination and treatment services, prefer-
ential credit services, etc. Worker welfares must always be
the top priority in the enterprises because this will be the
effort to improve effectiveness and dedication of workers in
the enterprises (Bharathi & Padmaja, 2018). U. H. Umar
(2020) asserts that financial welfare is a term referring to a
state of desired existence in relation to a worker's physical,
moral, mental and emotional conditions, all of which have
directly and indirectly affects to labor productivity. In sum-
mary, based on theoretical evaluations, the following hy-
pothesis is proposed:

Hypothesis H5. Financial welfare has a positive impact on
labor productivity of direct production workers.

Thus, it can be seen that, from a theoretical or practical per-
spective, salaries have a great impact on labor productivity
of workers, including workers who directly create products.
The influence of salaries on labor productivity is shown in
the following aspects: pay level, payment method, salary
increase policy, bonus and financial welfare. Understanding
the impact of salaries on labor productivity not only shows
the impact trend, but also clearly shows the level of impact
of each aspect on labor productivity, thereby serving as a
basis for enterprises to complete the salary system in order to
improve the labor productivity of direct production workers.

2.4. Research Model

The research model about the impact of salaries on labor
productivity of direct production workers consists of 6 varia-
bles, of which 1 dependent variable is labor productivity and
5 independent variables include pay level, payment method,
salary increase policy, bonuses, financial welfare. The im-
pact of salary on labor productivity of direct production
workers is modeled below:
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Fig. (1). The proposed research model.

3. METHODOLOGY
3.1. Research Sample

In the quantitative research, the author chooses to study di-
rect production workers engaged in production at garment
enterprises in Vietnam. Due to the impact of the Covid-19
pandemic, it is quite difficult to contact workers to collect
information. Therefore, the author has chosen a convenient
sampling technique (sampling based on convenience and the
accessibility of the subject) combined with a "snowball”
(finding research subjects based on other subjects' sugges-
tions) to achieve the required guaranteed sample size. The
author sent the survey online via gmail, zalo and sent the
hard copy by post to collect information. The author issued
525 votes; then proceeded to collect and process data and
obtained results of 517 votes, of which 5 were invalid.
Therefore, the number of votes the author use officially is
512 votes. To ensure the reliability of the research data that
is representative of the overall sample (reliability 95%) and
the quality of the study expressed through the allowable error
+/- 5% as well as the requirement about research sample size
for techniques of exploratory factor analysis (EFA), correla-
tion regression analysis and testing of hypotheses, the re-
sponses from 512 questionnaires met my expectations.

Table 1. Demographic Information of Direct Production
workers.

No Typel ?\I‘Cﬁ';rg(t)igo rnaphic Frequency Percentage
1 Sex 512 100
Male 139 27.15
Female 373 72.85
2 Work experience 512 100
Less than 1 year 12 2.34
From 1 ye';llre ;cr)sless than 3 68 1308
From 3 years to less than 5 256 50
years
From 5 years or more 176 34.38
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Productivity of
direct production
workers

Control variable:
- Sex
- Work experience

3.2. Measures

Most of the scales in this study were developed based on
previous studies. Each variable has a specific scale. | have
inherited and developed the scale to suit the research context
by reviewing the literature and interviewing some experts in
the garment industry and managers of the enterprises; work-
ers who are directly working at garment enterprises in Vi-
etnam, specifically direct production workers for the purpose
of collecting information and preliminary assessment of re-
search issues. The observations/scales of the variables were
rated on a 5-point Lirket scale (from strongly disagree to
strongly agree). The scale of the variables is presented in
detail as follows:

Direct Production Workers’ Productivity Scale

Direct production workers’ productivity scale is measured by
workers' perceptions of changes in work results as well as
work attitudes. The labor productivity scale of direct produc-
tion workers includes the willingness to create products with
good quality, the highest working efficiency, creating many
products in the shortest time, saving raw materials, produc-
tion expense; awareness of protecting machines and equip-
ment; consciously building the company's image and pro-
moting forte, proposing the best working method. Direct
production workers’ productivity scale is approached on the
scale of Akbari Fard et al. (2018).

Pay Level

Pay level is understood as the monthly salary of direct pro-
duction workers (except bonuses, financial welfare). The
scale of pay level is measured by workers' perception of
competitive salary compared to other companies, fair salary
among workers, salary commensurate with worker’s perfor-
mance and assurance minimum cost of workers. This scale is
adjusted from the scale in study of Pasimeni (2018).

Payment Method Scale

Payment method is understood as the payment technique of
the enterprise applied to pay for workers. The appropriate
method of payment will create fairness, thereby creating
work motivation for workers. The payment method can be
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the form of payment to workers. The payment method is
measured by the worker's perception of the degree of suita-
bility with job characteristics, associated with worker’s per-
formance; reflect the level of contribution; suitable with
working time and ensuring the rights of workers; implement
full overtime regime... The scale of payment method is in-
herited and developed from the study of Eneh et al. (2018).

Scale of Salary Increase Policy

Salary increase policy is one of the management policies that
make a big change to the attitude, motivation and working
spirit of workers. The salary increase policy of each enter-
prise depends heavily on employer's perspective along with
the policy of building a salary system in the enterprise. The
scale of salary increase policy is the perception of the salary
increase roadmap of direct production workers, ensuring full
benefits for workers; fair salary increase among workers;
salary increase on the basis of evaluating the performance of
direct production workers. Thereby, they understand the en-
terprises’ salary increase policy and satisfied with the salary
increase policy that the company has set out to be applied.
This scale is adjusted from the scale of the previous studies
(Idrees et al., 2015; Emanuel & Harrington, 2020).

Bonus Scale

Bonuses are the incentive money for workers. Bonuses must
be paid openly and transparently. The bonus level must be
reasonable, competitive compared to other companies in the
same industry and area. The bonus criteria must include ex-
ceeding the labor productivity targets; saving of raw materi-
als, machinery maintenance. The bonus policy must be fair
among direct production workers. The bonus scale is also
measured by workers’ perception. The bonus scale is inherit-
ed from the previous scale (Bun & Huberts, 2018; Ponta et
al., 2020).

Financial Welfare Scale

Financial welfare is amount of money that affects the morale
of workers. Workers feel the respect, care and closeness of
the leaders through welfare programs. The financial welfare
scale is inherited from the old scale (Bharathi & Padmaja,
2018; Agusioma et al., 2019). This scale is measured through
the perception of direct production workers about the re-
gimes that the enterprises provide such as social insurance,
health insurance and unemployment insurance; sick-leave,
paid leave compliance with the law; the annual tour and va-
cation regime, etc.

4. RESULTS

4.1. Reliability and Validity of Scale

The results of data processing show that most of the salary
scales have the reliability coefficients greater than 0.7 and
the correlation coefficients of variables - total variables are
greater than 0.5. Therefore, these scales are used in the next
steps of the study. However, the HT5 observation has a very
weak correlation with the total variable (0.258) and when
this variable is removed from the scale, the alpha coefficient
of the scale is improved to reach 0.827. Therefore, the varia-
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ble HT5 that does not guarantee reliability will be removed
from the scale.

The Cronbach alpha coefficient of the labor productivity
scale reached the value 0.861; the correlation coefficients of
total variables are relatively high from 0.744 to 0.797; which
shows that the observed variables have high reliability. At
the same time, the scale has alpha coefficient greater than
0.8, so it can be concluded that this scale is very good.

After checking the reliability by Cronbach alpha analysis, the
scale of salary aspects is measured by 27 observed variables
for 5 components nf the crale Factor analysis is used to
evaluate the convergent validity of the observed varia-
bles according to the components. The results of the EFA
analysis showed:

For salary variable: at the value of Eigenvalue = 1 with the
principal components analysis, Varimax rotation allows to
extract 5 factors from 27 observed variables and Average
Variance Extracted (AVE) is 75.465%. Thus, AVE meets the
requirements (>50%).

For labor productivity variables: The labor productivity scale
includes six 6 observations: NS1, NS2, NS3, NS4, NS5,
NS6. With the hypothesis Ho posed in this analysis, there is
no correlation between 6 observations. KMO and Bartlett's
test in factor analysis shows that this hypothesis is rejected
(sig = 0.000), the KMO coefficient is 0.826 (>0.5). This re-
sult indicates that the observations are correlated with each
other and explore factor analysis (EFA) is appropriate.

Table 2. The Results of Testing the Reliability of the Scale by
Conbach's Alpha and EFA

Corrected Item Cronbach’s
Scale Alpha if Item

. Factor loadin
Total Correlation g
Deleted

Pay level (o« = .878)

LCB1 527 512 .638
LCB2 .696 .608 .642
LCB3 .683 .617 715
LCB4 .599 .584 .651
LCB5 .632 .605 744

Payment method (0. = .827)

HT1 725 .689 .784
HT2 773 .644 711
HT3 741 .658 .765
HT4 767 .703 728
HT6 .843 761 733
HT7 .864 124 747

salary increase policy (o = .896)
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(r=0.510; p<0.01), bonuses (r=0.421; p<0.01) and financial

CT1 776 712 656 .
welfare variable (r= 0.081; p=0.005). The above results show
cT2 823 756 675 that the respondents perceive that the positive values of sala-
ries will positively affect labor productivity.
T3 762 835 662 Table 3. Correlation between Salaries and Labor Productivity
CT4 848 763 .686 NS
CT5 812 179 701 LCB Pearson Correlation 649"
CT6 756 819 718 Sig. (2-tailed) 000
Bonuses (0. =.725) N 512
TT1 .684 747 .864 HT Pearson Correlation 571"
TT2 639 758 832 Sig. (2-tailed) .000
TT3 601 653 836 N 512
TT4 723 621 927 Pearson Correlation 510"
75 738 663 901 cr Sig. (2-tailed) 000
N 512
TT6 711 726 788
T Pearson Correlation 421
Finance welfare (0. = .712)
Sig. (2-tailed) .001
PL1 623 723 773
N 512
PL2 615 604 757 )
PL Pearson Correlation .081
PL3 635 667 656 ) .
Sig. (2-tailed) .005
PL4 587 612 675 N 512
Labor productivity (.= .861) NS Pearson Correlation 1
NS1 744 820 642 Sig. (2-tailed) 1000
NS2 756 815 754 N 512
NS3 797 .864 .829 **_Correlation is significant at the 0.01 level (2-tailed)
NS4 785 871 925 4.3. Evaluate Model Fit in Linear Regression Analysis
NS5 751 834 876 The ANOVA table gives us the results of the F test to evalu-
ate the hypothesis of appropriateness of the regression mod-
NS6 776 828 921 el. The F-test sig value is 0.000 < 0.05, so the regression

4.2. Correlation Analysis

The correlation matrix in Table 3 presents the correlation
coefficients Pearson ® between the research variables. The
coefficient is considered significant if the p-value is less than
or equal to 0.05. It can be seen that, all VIF < 10, so there is
no multicollinearity - the phenomena between the independ-
ent variables closely correlated, thus increases the standard
deviation of the regression coefficients and reduces the sig-
nificance of the t. statistic. In addition, the analysis results
also show that there is a correlation between the independent
variables - aspects of salaries and the dependent variable -
labor productivity of direct production workers. First of all,
the pay level has a strong positive correlation with labor
productivity (r=0.649; p<0.01); next is the pay method
(r=0.571; p<0.01); and moderately positive correlations, spe-
cifically including the relationships: salary increase policy

model is suitable.

Table 4. ANOVA?

Model ::erfs Df S'\:j::e F Sig.
Regression| 103.254 6 | 17200 | 142.169 | .000°
1 | Residual 44.287 332 133
Total | 147541 | 338

a. Dependent Variable: NS
b. Predictors: (Constant), LCB, HT, CS, TT, PL

The multiple linear regression analysis method with all vari-
ables included at the same time (enter) shows that the regres-
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sion model is suitable for testing the theoretical model (sig,
F= 0.000) and explained 64.9% of the difference in the de-
pendent variable - labor productivity (adjusted R2 = 0.649).
Durbin - watson coefficient has a value of 1.534 in the range
from 1.5 to 2.5, so there is no first order series autocorrela-
tion phenomenon. (Table 5).

Table 5. Model Summary®

R .
Model| R Adjusted R | Std. Er.ror of Durbin-Watson
Square Square the Estimate
1 .762* | 548 .649 .39582 1.534

a. Predictors: (Constant), LCB, HT, CS, TT, PL
b. Dependent Variable: NS

The results of the regression analysis show that the factors:
Pay salary, payment method, salary increase policy, bonuses
and financial welfare are statistically significant with p<0.05
(reliability 95%). The VIF coefficients of the independent
variables are all less than 10. Therefore, there is no multicol-
linearity.

The regression model after analysis includes 5 aspects: pay
level, payment method, salary increase policy; bonuses; fi-
nancial welfare. The results show that the fit of the model is
64.9%% (adjusted R2 = 0.649) and the components in the
model ensure the statistical significance of these linear rela-
tionships (sig. F = 0.000).

From the results in Table 6, the standardized regression
equation is built as follows:

NS =0.154 + 0.403LCB + 0.355HT + 0.247CT + 0.215TT +
0.109PC + &

5. DISCUSSION AND CONCLUSIONS

Through the results of quantitative research, it is shown that
the variables in the model have a significant and positive
impact on the labor productivity of direct production work-
ers.

The hypothesis H1 has been accepted, that is, the pay level
has an effect on the labor productivity of the direct produc-
tion workers with value sig. = 0.000<0.05 and the coefficient

Table 6. Coefficients?
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B1 = 0.403. This result is similar to the previous studies
(Pasimen, P., 2018 (Pasimeni, 2018); Strain, M.R., 2017
(Strain, 2007) and (Oyebamiji et al., 2013). It shows that
when the pay level is paid fairly, suitable for each position,
and competitive compared to other enterprises in the same
industry, it will have an impact on promoting labor produc-
tivity. In particular, in the specific conditions of Vietnam,
many garment enterprises have difficulty in attracting work-
ers after workers cutback because of the Covid-19 epidemic,
the enterprises’ leaders need to determine the pay level
properly, paying salary according to job position, oriented
towards people, encouraging and motivating workers to
work.

Hypothesis H2 shows that the payment method has an im-
pact on the labor productivity of direct production workers.
Analysis of survey data showed that value Sig = 0.002 and
coefficient B2 = 0.355. Previous studies have also shown
similar results (Igbal et al., 2019; Tetteh et al., 2017). The
key problem of this relationship comes from the payment
method which will change the monthly salary of the workers.
With a reasonable payment method, reflecting the quantity
and quality of workers' contributions, the actual salary re-
ceived by workers will be fair, creating work motivation for
workers, thereby increasing the labor productivity.

Hypothesis H3 affirms that the salary increase policy has a
positive impact on labor productivity of direct production
workers. The results of regression analysis showed that value
sig. = 0.001 < 0.05 and coefficient B3 = 0.247. Previous
studies have also shown similar results (Stansbury &
Summers, 2017; Emanuel & Harrington, 2020). When work-
ers are increased on time, it proves that the workers have
successfully completed the conditions on time and the per-
formance standards set by the enterprise. In other words,
when workers get a raise before the deadline, it proves that
the enterprise has recognized the efforts, dedication and con-
tributions of workers. That stimulates production workers to
do better work and try to have special achievements in the
working process in order to have conditions for salary in-
crease. One of the bases for enterprises to consider increas-
ing salaries for workers is their own capacity. The better
qualified workers are, the more chances they have of getting
a salary increase if they can express themselves.

Unstandardized Coefficients Standardized Coefficients Collinearity Statistics
Model t Sig.
B Std. Error Beta Tolerance VIF
(Constant) 154 .266 8.483 .000
LCB 476 154 403 10.973 .000 .836 1.046
HT 412 137 .355 10.048 .002 .819 1.576
' CT 331 .082 247 8.567 .001 762 1.399
T .308 .089 215 8.206 .001 744 1.462
PC 126 .078 .109 3.485 .032 .807 1.552

2 Dependent Variable: NS
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Hypothesis H4 suggests that bonuses have an impact on la-
bor productivity of direct production workers. The results of
data analysis also confirm that this hypothesis is completely
accepted. Data analysis results in Sig = 0.001 < 0.05 and
coefficient B4 = 0.215. The previous studies also demon-
strate this effect (Ponta et al., 2020; Bun & Huberts, 2018).
Bonuses are always an effective tool of enterprises to change
the attitude, motivation and working spirit of direct produc-
tion workers. Enterpries’ leaders need to build a reasonable
bonus level, distribute bonuses fairly, openly and transpar-
ently; clear reward criteria, measure the level of contribution
or achievement of workers; bonus time must be appropriate,
timely to be able to fully promote the true role of the bonus.

Finally, financial welfare is tested to have an impact on the
productivity of direct production workers. The test values

from the data set result in Sig = 0.032<0.05 and the coeffi-
cient B5 = 0.109. This result is similar to the previous studies
(Bharathi & Padmaja, 2018; U. H. Umar, 2020). The good
implementation of financial welfare regimes will create more
engagement between direct production workers and the en-
terprises. Financial welfare is considered as one of the fac-
tors that worker retention, creating their loyalty to the enter-
prises. Enterprises need to fully implement the mandatory
financial welfare regimes according to state regulations such
as social insurance, health insurance, unemployment insur-
ance. At the same time, enterprises also need to pay attention
to voluntary welfare regimes such as visiting, sickness, en-
couraging relatives and families of workers in the enterprise;
create engagement between workers by organizing sightsee-
ing, travel, playground or movement activities... Thereby,
directproduction workers will feel more secure and comfort-
able in the woking process.

In summary, in garment enterprises, direct production work-
ers play a major role in creating garment products. Whether
the business can meet the orders on time, ensure the quantity
and quality of products or not depends much on this work-
force. It can be said that direct production workers are the
core workforce in garment enterprises. Therefore, how to
make enterprises have a stable, professionally qualified and
skilled workforce of direct production workers, especially
working with high productivity and efficiency, is a matter of
great concern to many leaders. In the context that the gar-
ment industry is gradually recovering during the Covid-19
pandemic, studying the impact of salaries on the productivity
of direct production workers in garment enterprises in Vi-
etnam, helping enterprises have a more correct view of the
salary role in improving labor productivity of direct produc-
tion workers in garment enterprises. Research is an important
basis to help enterprises have orientations and strategies to
build a competitive and fair salary system for direct produc-
tion workers.
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