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ABSTRACT

The study intended to investigate the contribution of Human Resources Planning in
public institution’s performance. The specific objectives of the study were: to
determine the relationship between Human Resources Planning and institutional
performance, to analyse the factors that will lead to effective implementation of HRP
at MDC and examine the outcome of Human Resources Planning in public
institution towards its performance. Mlele District council was used as a case study.
Sample selection involved a simple random sampling was 50 employees were
selected as a study sample. Data were collected through Questionnaires, and other
document review. The collected data were edited, organized to meaningful way and
were analyzed and presented in by using quantitative and qualitative research
procedures. The major findings show that poor planning of HR has an impact on
organization performance as the response from the respondents shows inadequate
priority for HRP; there exist a lot of problems during process of HRP as insufficient
top management support, insufficient funds, as well as shortage of expertise. The
study concluded that Human Resource Planning has strong relationship with the
performance of a particular Institution. Thus effective HRP leads to good
performance and in ineffective HRP leads to poor performance of a particular
Institution. The study recommendations that improvement in central government and
ministries in providing effective support. To introduce and improve measures on
matters relating to employees, as well as the District top management to increase
commitment in all matters relating to HRP. Thus the respondents said there are many

benefits that the organization gets from effective Human Resources Planning.
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CHAPTER ONE

INTRODUCTION

1.1  General Introduction

According to Mathias et al, (2003) human resources planning is the process of
analyzing and identifying the need for and accessibility of human resources so that
an organization can achieve its goals. Thus human resources planning determine the
human resources required by an organization its strategic objectives, therefore the
specific needs of the organization are recognized and plans are made for achieving

those needs.

Weather W.B. et al (1978) Define human resource planning as work force planning
or personal planning that anticipate and make the provision of the movement of
people into within and out of the work group, aiming to maximize utilization obit by
ensuring the right number of people, with right capabilities are available at right

time.

1.2 Background to Problem

The planning of human resource originates from human resource management. A
commonly used human resource management, though a new nomenclature as a field
of study in today’s context existed in some form with the evolution of human
organization. Nevertheless its a systematic study started with the development of the
field of management in the beginning of the 21™ century (Gupta, 2009). In delivering
of services to the population, human resources play a critical role. Different

management teams and decision makers have to ensure that the right number of



people, with right skills is at the right place at the right time to deliver services for
both organizational and client needs, at an affordable cost. More elaboration are
given on human resource planning its process of analyzing and identifying the need
for, and accessibility of human resources so that an organization can achieve its

goals.

Human resource planning from its origin enables workforce planning, or personnel
planning, that anticipates and makes the provision of the movement of people into,
within and out of the work group. Its primary purpose is to enable the work group
maximize the utilization of its human resources by making sure that the right number
of people, of the right capabilities, is available to do the task in correspondingly right
job positions at the right time. Human resource planning helps work groups to
implement their short and long- term organization plans. Due to the vital role of
human resource to the performance of the company, human resources planning is

very important part of the strategic plan of any work group (Gupta, 2009).

Such planning also includes specifying who is going to do what, when, where, how
and with what resources for what population group or individuals, so that the
knowledge and skills important for adequate performance can be made available
according to predetermined policies and time schedules. This planning must be
ongoing and not a sporadic process, and it needs progressive monitoring and

evaluation.

Therefore the problem or challenges that face the most present organization’s

performance are the results of human resources that are both inefficiently and



ineffectively planned. Inefficient and ineffective human resource planning is
associated with the lack of top management support, poor strategic planning poor
budget, and absence of the of expertise to prepare good human resources planning
for better performance of the organization, poor implementations of all human
resources drafts, policies and poor human resources management information system

(Gupta, 2009).

As an impact this results in general poor performance of particular organization
(Gupta, 2009) therefore the major concern of this study is to find out the extent to
which the human resources planning can help the organizational performance and
then improve the applicability of its reports. As in local government and private
sectors, always there exists deficit of workers mostly in heath and Education

departments. The problem exists at Mlele District Council as well.

Human resources planning in most today’s groups works does not concentrate on
what skills will be needed in future and may do more than providing information of
the right numbers required in a long term, although in some conditions it might
involve making inadequate short forecasts when it is possible to predict activity

levels and skills needed with reasonable accuracy.

This being the fact, there is an abrupt decrease of HRP at a decreasing rate of the
organization’s performance. This problem is serious to organizations having more
branches and missing human resource information system. When they are at their
planning process they need to make sure their plans and budgeting fall and reach the

demand and needs of human resources. Such prediction will normally be based on



the broad scenarios rather than on specific supply and demand forecasts. Thus
performances tend to differ among organizations, as the problem is poor planning of

human resources.

1.3  Statement of the Problem

Human resources planning being one of the growing areas of academic study,
various organizations regard their human resource as their core competency because
it would lead to wards its better performance. Human resource planning normally
gives reflection to the performance of a particular Institution all of which depends on
its efficiency. Inefficient and ineffective human resource planning both have become
a major problem in most group works performance in Tanzania despite of various
reforms taking place in different periods by the government). It is caused by a big
number of under performing organizations as indicated in Daily News and other
government reports. As in local government and private sectors, always there exists
deficit of workers mostly in heath and Education departments. The problem exists at
Mlele District Council as well and that’s why the study is carried out. The aim of the
study is to measure the relationship between ineffective and inefficiency human
resources planning and how they affect organizational performance. Effective
planning is important for human resources (HR) professionals today, however, by
just having a human resource philosophy of service to the organization is not enough.

It all starts with business plan.

Nevertheless the study is aimed comprehensively to evaluate the link between
adequate performance of an organization and overall planning of human resource.

Furthermore the study intends to explore the potentials of human resources planning



as strategies, policies, elements and its system as to facilitate the development and
utilization of organizational resources and general competences so as to yield the

sustainable competitive advantage of a particular firm (Schuler and Jackson, 1987.

More genuine, effective human resource planning must encompass strategy,
operations of the department, and priority of initiatives that join to the business
strategy, and a marketing plan as well as budget that supports these efforts. Beyond
these initial steps, human resource professionals must assimilate this plan with the
expectation of achieving desired outcomes from the human function and impacting
organizational results. This study intends to come up with such a multidimensional

perspective.

The study focus on the contribution of human resources planning towards
Institutional performance, and the basic aim is to determine the key determinants of
human resources that contribute to the Institutional performance in public sector.
Data collected from various levels of respondents will be the base of measurement
for performance and human resources planning, and some criteria’s for
organizational performance will be job satisfaction, efficiency, employee motivation,

as well as positive relationship.

1.4 The Objective of the Study
1.4.1 General Objectives
To examine the contribution of the human resource planning in public institutional

performance.



1.4.2 Specific Objectives

(i)  To determine the relationship between HRP and institutional performance.

(i)  To analyze the factors that will lead to effective implementation of HRP.

(iii) To investigate the impact of human resource planning in public organizations

towards its performance.

15 Research Questions

Q) What are the importances of human resource planning in public sector?

(i)  What are the problems faced by MDC in implementing HR planning in the
organization?

(ili)  What are the effects of poor human resource planning in public organization?

1.6 The Significance of the Study

The study findings will contribute substantial awareness to number of organizations
including the host one. To managers, they will be able to establish good human
resources policies to match with the available supply of labor with fore casted
demands based on the strategies of the organization. Management then can formulate

HR strategies and plans to address the imbalance both short and long terms plans.

This study is designed for human resource professionals, organizational development
managers and other leaders who want to learn more about the contribution of
ineffective and inefficient human resource planning process. More honestly, the
study findings will enable the researcher to fulfill the needs for bachelor degree in
human resource management. Better still; the study will be used as an additional
reference to researchers on human resource planning and management towards

particular organization performance.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

Literature Review refers to the work that a researcher consulted in order to
understand and investigate the research problem, which will help into account of
what has been published on a topic by accredited scholars and researchers. This
process is a critical look of existing literature that is significant to the work that the
researcher will be carrying out. It involves the examining documents such as books,
magazine, Journals and dissertations that have been conducted. It is essential as it
gives the provision of insight to a researcher of what has already been done in
selected field as to know the strength and weakness. Furthermore it enables

avoidance of duplications as well as developing analytical framework.

2.2 Theoretical Literature Review

2.2.1 An Overview of Human Resource Planning

We have some little specific literature on the methods used to translate to strategic
goals of the organization and environmental influence into human resources
objectives. Organizational change literature corporate planning literatures are helpful
as a source of idea in this particular study. Studies about HRP and performance are
essentially what an employee does or not. Employee’s performance common to most
jobs include the following elements; quantity of output, quality of output, timeliness

of output present at work cooperativeness.

Organizational change is pervasive today, as organizations struggle to adapt or face

decline in the volatile environments of a global economic and political world. The



many potent forces in these environments—competition, technological innovations,
professionalism, and demographics, to name a few—shape the process of
organizational adaptation. As a result, organizations may shift focus, modify goals,
restructure roles and responsibilities, and develop new forms. Adaptive efforts such

as these may be said to fall under the general rubric of redesign.

In this chapter, we examine aspects of organizational environments that research and
practice suggest are changing and are causing managers to redesign their
organizations. We discuss the effects of increases in scientific knowledge, societal
trends in professional roles, and changing technologies and demographic trends on
organizations. We then examine several bases for organizational design and
redesign: the work of organizational theorists, the practical experience of managers,
and the precepts of doctrine. Finally, we consider new organizational forms as a
response to environmental change. Strategy execution is a topic of practical
importance and its success depends on how an organization integrates and aligns
business units and employee performance to the organization’s strategic goals.
However, many organizations find that realization of their strategic goals is not
optimized. One of the key issues is that the strategy and the performance goals of an
organization are often disconnected from performance management, which is a
function of strategic HR in managing employee performance. Essentially, in this
research, a performance management exercise that is aligned to organizational
strategy and performance is viewed as a strategy execution and alignment exercise
led by the HR team of an organization in the form of a performance management

program. The purpose of this case study is to identify how a performance



management program can be linked to organizational strategy and firm performance.
Elements such as the enablers of alignment, the question of whether the model
applied differs in companies of different scale, the application of goal setting and
expectancy models and reward systems are investigated to provide insight into the
key factors of success in implementing a performance management initiative. Case
studies of two organizations of different scale in Asia were conducted. Based on
these studies, the findings indicate that several key enablers are critical for the
successful implementation of a performance management initiative that aligns

organizational strategy and performance goals.

These enablers were identified and validated against a contemporary management
model of best practice principles of alignment and successful strategy execution
presented by Kaplan and Norton (2006) Leadership in organizations is increasingly
being pressured to keep up with the demands of intense global competition, which is
accompanied by increased ‘“rate of change and complexity” (Jeston, 2008).
Thompson, Strickland & Gamble (2010) infer that the impetus for organizations now
is not just in “crafting” a good corporate strategy, but also in the “execution and

management” of the strategy.

In their research of global companies over a period of 17 years, Kaplan and Norton
(2006) found that the underlying principles of good strategy execution and
performance achievement reflect a similar pattern. Amongst the key principles is
ensuring that strategy is translated into scorecards that align the entire organization
towards execution of the strategy. This essentially means applying performance

management initiatives, cascaded from organizational strategy, organization-wide.
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The pursuit of improvement in organizational and process efficiencies has always
been a key factor in the birth of countless new methodologies and operational
philosophies. There have been numerous breakthroughs in management paradigms,
specifically in the area of organizational excellence. Some of the notable examples in
the field of strategy, execution management, performance, and change are Porter’s
“Five Forces” (Porter, 2008), Kaplan and Norton’s “Alignment” (Kaplan & Norton,
2006) and “Heart of Change” by Kotter (Kotter & Cohen, 2002). However, the

“crucial factor in organizational excellence” (Vecchio, 2004) is the human element.

Management principles are largely dependent on the human element, a fact that both
academia and practitioners have long recognized. “Organizations are manifestations
of the underlying values”, ensuing culture and output of their “founders, managers,
or members” (Ledford, Wendenhof, & Strahley, 1985). Apple is one organization
that has represented this fact in recent times. Its leader’s enormous influence in the
organization has built a culture of excellence within the organization, where the
output of sophistication (Margulus, 2005), ecosystem (McGirt, 2006) and technology
are to bemarvelled at and enjoyed by the masses (Peterson, 2007). The foundation
was its human element that was spurred by a major cultural shift (Palmer et al.,

2009).

Improving human performance has become a crucial factor in organizations and
leaders have to focus on this to successfully steer through the current hyper-
competitive era. However, the pursuit of the improvement of human performance
hinges on the “performance management capability” of an organization. Mithas,

Ramasubbu, and Sambamurthy (2009) infer that this is pivotal to enabling firms to
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continuously evaluate strategy and refine actions towards optimum performance.
This capability directly links the organization’s ability to deliver superior customer
service as well as enhanced financial and overall organizational effectiveness.
Performance management necessarily involves four distinct but inter-related

theories:

99 (13 2 13

“organizational behavior”, “organizational theory”, “human resource management”
and “organizational development” (Vecchio, 2004). Thus, the study of performance
management and its link to organizational strategy is not isolated or founded on one
theory alone. Instead, it involves the foundation of all four theories to be viewed as
one integrated research agenda. These comprise the studies of attitudes and groups in
a company, the organization as the unit of analysis, personnel management from a
strategic perspective, and change management. Consistent review and management
of strategy execution and the performance achievement process through all

leadership levels, right up to the board level.

To summarise the methodologies prescribed above in the ordinary language of day-
to-day corporate management practise, item 1 deals with leadership and change
management elements. Items 2, 3, 4 and 5 deal with strategic human resource
practices and can be described as a function of a performance management initiative.
The reward element touches on employee motivation. Performance management
typically falls under the functions of strategic human resource management (HRM)
in most organizations. However, the link between organizational performance and
strategic HRM has been deeply analyzed (Camps & Arocas, 2009), often questioned

in recent times, and deemed a “black box” (Wright & Gardner, 2003 cited in Katou,
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2011). The “black box” refers to the cause and effect relationship (Gerhart, 2005
cited in Katou, 2011) between organizational performance, strategic HRM practices,
and the impact of those practices on the performance of the organization. Colville
and Milner (2011) attempted to provide direction by pointing out that HR needs to
assess and understand the organization’s “current state”, where it wants to be in a

“future state”, and “the shift” needed to move the organization in that direction.

One of the most popular models that strategic HRM tends to lean on for performance
management is the theory of management by objectives (MBO). The premise of
MBO is the practical application of the goal-setting theory (Drucker, 1954; Caroll &
Tosi, 1973; Raia, 1974; Kondrasuk, 1981; Vecchio, 2004) revolving around an
organization’s essential need to put in place performance criteria and reward systems
for effective management and planning (Globerson, 1985). This is where
performance management practices were introduced and employee performance was
deemed one of the keys to an organization’s success. (Lu, Hamid, ljab, & Soo,
2009). This was even extended to non-profit institutions, such as those in the higher
education industry, for better and more effective management of resources (Arena,

Arnaboldi, Azzone, & Carlucci, 2009).

Studies pointed out that the MBO methodology is subject to failure when managers
ignore the participative element of their subordinates, and when top management
does not support MBO initiatives. Of the seventy studies that were done, quantitative
evaluation showed that almost sixty-eight research subject groups showed
improvement when top management commitment was high and the quality of the

relationship between supervisors and subordinates was good (Rodgers & Hunter,
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1991; Rodgers, Hunter, & Rogers, 1993; Vecchio, 2004). Kaplan and Norton (2006)
imply that strategy translation, execution and change management must necessarily
emanate from executive leadership for an organization to achieve optimum

performance.

The “essence of performance management” (Clark, 1998) is to put in place a
framework to drive the entire human resource of the organization towards high
performance, through, monitoring and motivating employees to achieve optimum
productivity. Behn (2003, cited in Arena et al., 2009) identified additional
dimensions for reasons of performance management: “to celebrate, to learn and to
improve.” This process must be transparent and its links must be auditable. The
“principal foundation” or underlying theory of performance management can be
traced back to “social psychology” involving goal setting and expectancy theories

(Clark, 1998).

From the strategic perspective, the application and methodology of performance
management application, particularly how “high performance human resource
management” links to the strategy and performance goals of the organization “is not
clear” (Guest, 1997, cited in Den Hartog, Boselie, & Paauwe, 2004). With his
professional experience, the author noted that a similar phenomenon was prevalent in
most companies in South East Asia. Behn (2003, cited in Arena et al., 2009) infers
that the interest in defining what a performance management system is continues to

be of importance.

In the change management space, taking the example of Kotter’s change

management model titled “leading change”, developing a clear vision or strategy and
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aligning the entire organization to that strategy is the first step, which must be done
in the right sequence (Kotter, 1995). He adds that this is the step that holds the key to
opening the floodgates of change. Linking the performance goals of business units
and individuals within an organization is a major change exercise; a clear strategy
and communication and translation skills are key factors in the alignment process.
Alignment in turn would be the critical factor linking employee performance

management to the organization’s strategy and performance goals.

Another important prerequisite for a complete performance management framework
is having technology-enabled visibility of key performance parameters that reflects
how the organization and its workforce are faring in improving performance. A well-
structured performance management tool embedded within the performance
management framework and that delivers important financial and operational data
reflecting current performance status is key for a company’s management team to

identify gaps and take corrective measures.

Reporting performance outcome in a prompt manner (Anthony & Govindarajan,
2005; Kaplan & Norton, 1992; Mithas et al., 2009), and highlighting the areas of
weakness within the divisions, units and among employees, is critical in manifesting
feedback interaction. Additionally, the tool must be able to reflect performance status
and be linked to the yearly performance review process and reward mechanisms. The
topic of this research is highly subjective. The situational circumstances,
backgrounds and the political scenarios of the organizations being researched are
distinctly different and thus cannot be generalized and viewed in the conventional

SENSe.
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In view of the above, the research methodology adopted in this case study was
qualitative in nature. This qualitative approach helped to pave the way for the
research to unlock the value of the practice of theories and the real life deviations
from these theories based on situational elements such as, but not limited to
organization maturity, size, leadership and cultural circumstances surrounding the

organizations subjected to research.

The research looks at the models applied by the firms in both case studies in
translating and aligning their organizational strategy, and how the steps taken in
succession affect the successful linking of employee performance to the strategy and
performance of the research analyses important factors that govern strategy
execution and the performance management exercise. These factors complement
each of the management practices summarised by Kaplan and Norton (2006).
Motivational programs and governance models also differ from one organization to

another.

The research takes into consideration how the application methodologies become
relevant depending on contingent factors in the organization. The case study
analyzed prior research data in the area of performance management and strategy
execution to establish the theories in practice in the domain, and the management
principles identified by other authors. The secondary research exercise set the stage
for the start of the research and the conclusion. Previous research, especially by the
balanced scorecard practitioners Kaplan & Norton (2006), as well as by other
researchers published in management journals and the Harvard Business Review, is

voluminous. Careful selection was done to identify and study previous research that
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was relevant to both performances. The bonus and rewards program for the top
management team were also based on performance achievement, and this practice

was used throughout the entire organization.

However, the performance evaluation for middle management and below was based
on the supervisor’s annual evaluations and not on objectives based on defined it. The
company embarked on a performance management initiative to extend its
management-by-objectives process to the rest of the organization; its target was to
institute the objective evaluation of all employees for the bonus payment based on
performance achievement. The implementation of the initiative, the framework
adopted, and the outcome were researched as a case study for this research. Kaplan
and Norton (2006) state that in their 20 years of research in the area of strategy
execution in many organizations, they have found a common pattern of key
management principles that evoke best practises in alignment. In this section of
results and analysis, the research attempts to present the results based on the
management principles of strategy execution and alignment model in the order of
importance as presented by Kaplan and Norton (2006, p. 3) outlined in the literature
review section in pg. 3. This research also takes the opportunity to validate the

management processes against the reality on the ground based on the case studies.

The results showed that key leadership did not initiate the change. A performance
management program was in place for the company’s top management team and was
overseen by the company’s corporate strategy office, which reported directly to the
director. As one of its key strategic initiatives, the company’s HR division decided

instead to establish a performance management program for the entire organization.
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The establishment of the program was made as for one of the units in the HR
department, and the leader of the unit, together with his deputy, were accountable for
initiating the organization-wide performance management program. The program
was not sponsored by the director but a program initiated and led by the HR division

head.

In contrast, observations revealed that the board had requested the director to
establish a performance management platform for the entire organization. Staff in the
HR department, however, had no clue how to go about doing so as they had never
worked within the culture of management-by-objectives. The performance
management platform was a new element and was considered a major change by the
company’s senior leadership. However, it was observed at this organization that
establishment of the program is still in progress, and that it has not been completed
as envisaged. Observations indicated that although the director initiated the program
with a consulting firm appointed by the board, he did not get involved in the

execution, nor did he govern the execution of the program.

In both case studies, executive leadership did not play a major role in program
implementation struggled with the program execution while flourished because it had
a very competent and capable initiative leader. As such, its program was well
executed and the entire cascading program was completed within four months of
initiation had neither a corporate scorecard nor a clear strategy in place. The director
did not have in place and had not implemented a formal -based management program
with the senior team. In this scenario, the organization did not have a clear

organizational strategy and performance goals. This aspect was reflected in the entire
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organization, which had neither translation nor translated or cascaded from any

defined strategy.

Though the middle management team seemed to welcome the idea of performance
goals, senior management opined that the goal setting exercise was a futile effort, as
the market was uncertain and the revenue of the firm was solely dependent on market
movement. Since the company is in the brokerage industry, its revenue is dependent
on the volume of shares traded in the stock market. Further analysis of this
justification by senior management showed that has actually trailed behind its
competitors in the market in terms of revenue trend and market share over the past

few years. It used to be amongst the top three-brokerage firms in the market.

During the research period, however, its market share had declined, and it was in
sixth spot in the industry. Faced with these findings, the senior team indicated in an
interview that this could be due to attrition of their top brokers, who took some of the
biggest accounts away to competitors. Overall, the sentiment of managers on
defining there was not favourable. Resistance to change was evident and thus
affected the progress of the initiative. There was evidence of a clear strategy. Based
on interviews, observations, and company documents, it was evident that had a
corporate strategy, its corporate agreed with that of its parent company, and it had a
separate scorecard. The HR team felt that the managers could have played a more
serious role in ensuring that the scorecards were defined well by each employee. The
corporate strategy team opined that their responsibility to was to ensure that the

quality of stops.
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They felt that a structure similar to the corporate strategy’s role in ensuring quality at
the top management level could be duplicated at each divisional level. The corporate
strategy team acted as a monitoring body for the set for the top management. Similar
structure was seen as being relevant and important at divisional level. This could be
done through the assignment of performance managers by each division. Besides
governing the quality of these managers could help their respective division’s

employees in developing the right key population.

Overall, however, it was observed that the HR team, the corporate strategy team and
employees in general felt that the alignment element was a key milestone of the
performance management program, which was perceived as a major change initiative
Education and reward are the aspects of motivational elements presented by Kaplan
and Norton (2006). In the case study, a review of HR documents and an interview
with the HR leader revealed that no formal education or training program was in

place at the organization.

However, according to the subjects interviewed, periodic and ad-hoc training
programs are conducted across the organization when the need arises. Promotions are
discretionary and based on the evaluation of an employee’s performance by senior
management and the director, which occurs as and when required. Observations
showed that primarily rewards employees with a yearly bonus, which is, about a
month’s pay on average. The bonus is paid to everyone as part of a standard
employee compensation program. Other than this, revenue division staffs are paid

commission on brokerage fee revenue generated for the company. This commission
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is paid on a monthly basis according to a fixed-ratio schedule, and is part of a

standard compensation package for employee.

From the observations, it does seem that was comfortable with the existing set of HR
practices. Political groups were seen in the organization’s social architecture. Some
senior management teams are aligned with the and they form a powerful group
within the organization. This group is able to influence others, and is involved in
most of the director’s strategic moves. Some senior management personnel and
senior brokers are aligned with the head of the brokerage division, the division from

which the company’s revenue is derived.

They form another powerful group, not aligned with the director, within the
organization. The division head of brokerage is instead directly aligned with the
company’s group executive chairman. Socio-political aspects seemed to influence
the organization’s hiring, compensation and career progression elements. It was
recorded during observations that some key hiring within the organization, as well as
compensation packages, were decided directly by the company’s group executive
chairman. No formal process of qualification of the employee concerned was carried

out in consultation with the HR team.

Similar instances were observed with respect to promotions: the director directly
decided on some important promotions of employees to executive leadership
positions. With these political elements in play, the motivation level of employees at
different places in the organization’s hierarchy varies based on the relationship

between senior management members and the director and executive chairman. At
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the organization has a comprehensive education and training program, specifically
weighted towards managerial staff, in place for its entire workforce. The company
has a talent management program for employees that perform exceptionally well. In
response to the theme of this section, as to whether a formal training and education
program was in place to support a performance management program, it was
observed that there were training and education programs for the supervisors and
managers targeted specifically towards nurturing the knowledge and competencies of
goal setting and coaching. The objective was to equip managers with the right
knowledge to coach their subordinates towards performance excellence and

competencies in the area of management-by-objectives.

Prior to the performance management program, the yearly bonus payment (a
significant reward event for all employees at was based on a yearly evaluation of
employees by their supervisors. Each employee was assigned a rating level of 1 to 5;
this was based, however, on a subjective evaluation without any objective
performance goals based on achievement and peer evaluation. With the introduction
of the performance management program, the evaluation was based on objective
performance achievement. The HR department introduced performance points, a 12-
weighted average of an employee’s scorecard performance points and points from a

360- degree competency score.

Employees who achieved level 5 were paid a bonus of up to 11 months, while those
achieving levels 1 and 2 would get none. It is noted here that the fixed ratio schedule,
as used at in the form of a commission scheme for the brokers and a bonus scheme

for all employees, was not adopted at case study, the company was observed to have
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adopted a variable-ratio schedule in the form of a bonus scheme tied to one’s
measurable performance goals. Interestingly, if the entire employee population in a
division performs well, the performance rating varies according to a forced
distribution enforced by the company based on the division’s performance. Thus, the
ratings were not based solely on an employee’s Overall; the observations reflected
that had a strong governance framework and process in place for the monitoring and

management of its strategy and performance.

Based on interviews conducted, most of the respondents believe that the company’s
new program is focused on performance, and that its workforce population has
adapted well to the performance management program. The HR department
considers the program a success, especially in the area of yearly performance
evaluation and reward (bonus), which, in the year of research, was based objectively
on the performance scorecard and competency evaluation, weighted average of
performance and competency scores. The forced distribution of ratings for each
division and facility of manual moderation by the divisional councils through the
system, were systematic, structured and objective. The HR team opined that the

competency evaluation, in particular, received a good response from employees.

A survey was carried out based on the stratified random sampling method. A total of
819 employees from various divisions and grade levels were chosen to review the
performance management initiative. The objective was to detect on the ground
sentiments and change management aspects covering some important processes of
the performance management initiative. The case study of performance management

program shows an entirely different outcome. The performance management
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program is still at the inception stage, and faces resistance at the ground level. The
HR head, when interviewed, was of the opinion that the program had been delayed

past its goal, and that board intervention would be required to salvage the program.

The senior management team and the director felt, however, that business was
moving as usual. They do not appear to have any idea of either how to move the
performance management program, or the urgency of moving it forward. Suffered a
loss for the financial period during which the performance management program was
being implemented. The director remarked during an interview that the loss was
affecting the holding company’s cash flow and that the loss was solely due to market
conditions. On further analysis, it was confirmed that the market had indeed suffered
a decline in trading volume. The analysis confirmed that the decline in earnings
reflected the decline in revenue. The company’s brokerage division, which is the key
revenue enabler, seems to operate at the mercy of market conditions; is of the
opinion that they cannot do anything if the market is bad. Observations seem to
indicate that implementation of the performance management program is failing and

may come to a halt if the board does not take drastic measure to move it forward.

The measurement of which varies depending on various factors (Bates & Holton,
1995). On an individual basis, it is a record of person’s accomplishment, (Kane,
1996), argues that “performance should be defined as the outcome of work because
they provide the strongest linkage to the strategic objective of an organization,
customer satisfaction and economic contribution.” The Oxford Dictionary defines
performance as the accomplishment, execution, carrying out, and working out

ordered or undertaken.
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Performance goals can be achieved with the help of high performance work system,
which take into account the factors affecting individual performance and promote
flexibility. They also include the rigorous recruitment and selection procedures,
performance and contingent incentives, compensations system and management of

training and development linked to the need of the business (Armstrong, 2003).

Cole (2007) identifies the categories of the staff that are important in Human
Resource planning. These are for the; existing staff (performance appraisal,
productivity deployment, equal opportunities, training, remuneration, promotion/
career development. New recruits (recruitment methods, selection procedures,
inductions, training and terms of contract). Potential staff, (recruitment methods,
public relations, wage/salary levels, employees’ benefits). Leaves, (dismissal for

poor performance, retirements, redundancies procedure labor turnover) etc.

2.2.2 The Contribution of Human Resource Planning In Strategy
Implementation

Human resource planning should be considered as significant organizational asset. In

this context the application of appropriate human resources strategies for its

development can lead to the improvement of the corporate performance both in short

and the long term.

However there are some companies where human resources are not considered as
having particular importance for the firm growth. In this context Haines (1997),
supported that there are firms that “view their human resource as an expense rather

than an asset an element that is expendable and perhaps discarded when the skills
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processed becomes absolute. However when human resources are viewed as an asset,
companies enhance individual value through training and human development and
ensure continued contribution to the organization. The importance of human
resources planning for the corporate performance has in any case proved both in the

literature and the empirical research conducted in all industrial sectors.

In accordance with the above, in order for a firm to achieve a stable and continuous
growth, it is necessary that its employs are satisfied — as this term has been explained
in the literature. More specifically, in accordance with Kim (2005), “job satisfaction
is an affective or emotional response toward various facets of ones job. Job
satisfaction has been a topic of great interest for researchers and practitioners in a
wide range of fields, including organization psychology, public administration, and

management”.

On the other hand, the existence of job satisfaction has been extensively related with
the level of payment of employees in the particular sectors of specific organization.
Indeed, the study of Rudman (2003) showed that “paying for performance is a big
issue in contemporary human resources management; organizations have long
believed that production and productivity improve when pay is linked to
performance, and have developed payment-by-results (PBR) systems and incentive

schemes to support this belief”.

In the same context, it is noticed by Blinder (1990, 117) that “employees usually feel
that profit sharing and gain sharing are good for personal effort, company growth and

productivity, and workplace atmosphere”. However, in order for the firms to achieve
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the maximum level of growth, it is necessary to design and apply the appropriate HR
policies as indicated by each particular firm’s needs. The use of ‘fit’ a criterion of
evaluation of the appropriate corporate strategy has been extensively used in

practice.

Towards this direction Wright (1998, 56) mentioned that “the basic theory behind
"fit" is that the effectiveness of any HR practice or set of practices for impacting firm
performance depends upon the firm's strategy (or conversely, the effectiveness of any
strategy depends upon having the right HR practices)”. In other words, the issues that

need to be considered by a firm before applying any relevant HR strategy are many.

Indicatively, Katzell (1975, 5, 11-12) tried to identify the relationship between the
employee satisfaction (as a result of a specific HR strategy) and the corporate
performance and found that “policy-makers must face up to a serious dilemma and
find some way to resolve it; the dilemma is this: policy-makers would like to achieve
two objectives for work organizations. On one hand to enhance productivity and
performance, and on the other to improve the quality of working life and job
satisfaction for employers because under certain conditions, improving productivity
will enhance worker satisfaction and improvements in job satisfaction will contribute
to productivity; what it does mean is that there is no automatic and invariant
relationship between the two”. Under these terms, corporate performance has been
found to be related with the employees’ performance within a particular

organization.
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From a different point of view, Lawler et al. (2003, 15) supported that ‘human
resource' greatest opportunity to add value may well be to play a role in the
development and implementation of corporate strategy; human resource can make a
logical case for being an important part of strategy development, because of the
importance of human capital in the ability of the firm to carry out its strategy”. In
other words, human resource planning can influence the firm’s growth in accordance
with the measures provided for the personal and professional development of the

firm’s employees even in the long term.

The implementation of appropriate diversity strategy has to be considered in this case
as absolutely necessary because in case of inequality in the workplace, no
cooperation would be regarded as existed — even if such cooperation exists, it will be
problematic. In this context, Mathews (1998) noticed that “before diversity strategies
are implemented, the organization's cultural environment, management and
evaluation systems should be examined to ascertain if existing personnel/human
resources processes will support or hinder diversity in the organization; then,
appropriate strategies can be designed to develop and manage diversity based on

these findings”.

From the same point of view, Ramlall (2003) supported that “given that several
large-scale studies have proven that human resource planning is a critical driver in an
organization's financial performance, it is imperative for human resource and other
leaders to understand the critical nature and utmost importance of understanding the

effectiveness of all human resource activities in creating value for the organization”.
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To a more thorough examination of the problem, Christensen managed to identify
the five elements that are considered as most crucial in the improvement of the
employees’ productivity (as this improvement is expected to lead to the increase of
the corporate growth). More specifically, Christensen supported that there are five
elements which are extremely important for the effectiveness of employees within a

particular organizational environment.

These are (1958): “a) The technical organization of the group; b) The social structure
of the group; ¢) The individual task motivation, i.e., the willingness to work hard that
each member brings to and maintains toward his job; d) The rewards he receives
from doing the job, and e) The satisfactions he obtains from being an accepted
member of the group”. The above elements can exist in any organization and can
influence the productivity of its employees either in the short or in the long term.
Companies rely on their employees to produce products or provide services in a
timely fashion. And while employees can easily learn the tasks and procedures
required to carry out their roles, organizations can benefit from providing
motivational incentives for exceptional job performance. Motivational theory in an
organization has to do with the way in which a company motivates its employees to

perform as a group and within their individual job roles.

The way an organization manages its employees plays a significant role in
influencing productivity and morale levels. An organization functions as a whole to
achieve its stated objectives and also functions as a set of individual departments. As
such, organizational management takes place at the company level as well as at the

department level. Organizational management practices often incorporate
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motivational theories in order to best utilize a company's human resources. In effect,
organizations use motivational theories to develop systems that promote productive
work environments on both departmental and organizational levels. The use of
reward systems within an organization's management practices makes use of the
principles found in expectancy theory and reinforcement theory, two of the many
motivational theories employed by organizations. Expectancy theory examines how
employees perceive the relationship between the efforts they exert and the expected

reward for reaching a goal.

The higher the level of expectation, the more motivated an employee becomes.
Reinforcement theory uses incentives, such as promotions or pay raises, as a way to
reinforce good job performance. Reinforcement theory also uses negative
reinforcements to discourage poor job performance as well as inappropriate
behavior, such as negative attitudes. Individual perceptions on the part of employees
can play a role in the motivational theory approach used by an organization. One
approach, known as the equity theory, examines how employees perceive the

rewards given in exchange for the tasks they must complete.

When employees view their efforts and the resulting rewards as equitable exchanges,
motivation levels increase. Equity theory also considers the effects of inequitable
practices in terms of how employees view the rewards received by coworkers.
Employees may perceive inequities in cases where other employees receive better or
more valued rewards than others. When this happens, employee motivation levels
and job performance may decrease as a result of unfair or inequitable treatment

toward different employees. As worker productivity drives a company's progress,
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many organizations incorporate goal-setting as a motivational approach for
promoting worker productivity. Goal-setting theory assumes employees become
motivated when working toward specified goals and objectives. Some organizations
may assign the goal-setting task to department managers or encourage managers to
elicit input from employees when developing goals and objectives. Goal-setting
theory works best when employees have a clear understanding of a goal and the tasks

required to complete it.

Ongoing feedback on employee performance can also serve as a motivational tool to
encourage worker productivity. Performance management is a process of delivering
sustained success to organizations by improving capabilities of individuals and
teams. Organizational culture as a significant contextual factor in performance
management is scarcely studied. The aim of this study is to expand the base of
knowledge and empirically test the relationship between components of

organizational culture and performance management practices.

The study adopted exploratory research to explore the impact. Primary data was
collected through questionnaires from 60 employees in COMSATS Institute of
Information Technology. The sample consists of both male and female faculty
members. Regression and Correlation analysis was used for statistical analysis.
Statistical results show that involvement is highly correlated with consistency and
adaptability. Similarly, other dimensions of organizational culture have significantly
positive relationship with the performance management practices. This research
selected sample from few cities of Pakistan. Future studies could select other cities

and compare results with city of selected sample. This research used random
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sampling procedure, which is the main limitation of this study. Future studies could
use stratified random sampling procedure with more sample size. It is hoped that the
findings of this study will assist the human resource managers; practitioners and
strategy makers to better understand organizational performance practices. The
added value of this paper is to link theory and practice, and explore the

organizational culture dimension impact on performance management practices.

Few studies have conducted over the years under this perspective in the Pakistan. In
recent years, interest in no financial performance measures has grown, as evidenced
by the large number of literature investigating balanced scorecard, value based
management, total quality. The increased attention to no financial measurement
reflects increased requirement of information for managing and decision making
processes because of strong competition, constantly changing environment of
organization. Those processes are based on organizations' relations with an
environment. The dimensions that lead to the deeper analysis of relations between
performance measurement system and environment of organization are very
important for today organizations. According to this aspect, it could be stated that
performance measurement system (PMS), which covers financial and no financial
measurement and fits with environment of organization should be critical for today's

organizations and need deeper and continue researches.

It is important to contribute to a better understanding of the factors that affect the
features and content of PMS in organizations and the relationship between these
factors, performance measurement practices and environment of organization (Alas,

Sharifi & Sun, 2009; Ginevicius & Podvezko, 2009; Gudas, 2009). The dimensions
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that lead to the deeper analysis of such factors and relations were disclosed in this
article according to different theoretical assumptions - institutional, contingency and
complexity theories. Institutional theory will answer the question - what factors form
and influence internal and external environment of organizations and herewith the
features and content of PMS. Contingency theory will answer the question - what
external environment is surrounding the organization and influencing its internal
environment. Complexity theory will answer the question - how organization reacts

to its external environment.

Combining the main presumptions of institutional, complexity and contingency
theories it could be maintained that the level of environmental uncertainty and
organizations reactions to it could be dimensions according to which features and
content of PMS in different organizations could be researched. Those two
dimensions form four types of organization's environment peculiarities of which

performance measurement system should be reflected.

In order to point out the features and content of performance measurement according
to the environment of the organization, quantitative research (survey) was performed.
Survey was performed in Lithuanian organizations, which were chosen by a handily
selection method. The purpose of the research is to analyze the internal and external
environment of Lithuanian organizations, features and content of performance
measurement system: transparency of the strategy, homogeneity of the goals and
correctness of the processes. Organizations large and small, private and public, in all

endeavors, face increasing pressures to improve their effectiveness. Organizations
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that succeed will be those that anticipate change and develop strategies in advance.
This puts a premium on certain performance capabilities such as adaptability,
flexibility, responsiveness, decisiveness, speed, quality, value, and customer
satisfaction. This training brings together the most successful strategies and
approaches for achieving a high-performing organization. These strategies and
approaches are based on the latest research findings as well as those used by? World-
class? Organizations. The training covers all the key elements that contribute to high

performance and organizational effectiveness.

What motivates and demotivates employees have been researched extensively over
many decades and has resulted a wealth of motivation theory. These studies show
that the factors that influence employee motivation are individual and complex and
no single theory to explain motivation has emerged. Motivation is what influences
or drives our actions and behaviours - usually towards a goal and a reward that
satisfies our needs. Employees are motivated when they expect that their actions are

likely to achieve a goal or receive a reward that satisfies their needs.

Motivating employees is about influencing them to move in the direction set by you
or the organisation, and creating the conditions where they want to persistin
applying effort to achieve organizational goals. Self-generated, internal motivation:
that sense of satisfaction and achievement we feel when we spend time on activities

that reflect what drives us, activities that we enjoy.

For example, if we have an inner drive to learn new things, we may feel highly

motivated at work completing tasks that require us to develop our knowledge, skills
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and experience. Working on and completing these tasks can give us feelings of deep
inner satisfaction, particularly in contrast to tasks that offer no opportunity for

growth,

Other examples of intrinsic motivation could include: being creative, solving
problems, using our skills and talents, completing important or challenging work,
work that gives us power, authority, autonomy, makes us feel important, appreciated
or accepted or will advance our careers. External motivators are given to us by
others, such as a salary, bonuses and other incentives, security, praise, recognition,

promotion or even punishment or withdrawal of privileges.

Extrinsic motivators tend to be determined at the organizational level and outside the
control of individual leaders and managers. They also have more of a short-term
impact on motivation: if they are withdrawn, motivation rapidly falls away. In
contrast, intrinsic motivators are more within the direct control of individual leaders
and managers and tend to be longer lasting as they come from within and do not rely

on the actions of others.

Employee motivation is complex and personal. Farren’s 12 Basic Human Needs
reminds us of our common needs and provides a good starting place from which to
approach motivation theory. The key function of managers is ‘getting things done’
through employees. The following assignment looks at the role of motivation and
why it is essential for managers to be aware of the various motivational theories and
how the motivational theories could be implemented in a professional context to

achieve organisation’s goals and objectives.
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Motivation has been defined as: the psychological process that gives behaviour
purpose and direction (Kreitner, 1995); a predisposition to behave in a purposive
manner to achieve specific, unmet needs (Buford, Bedeian, & Lindner, 1995); an
internal drive to satisfy an unsatisfied need (Higgins, 1994); and the will to achieve

(Bedeian, 1993).

Organisations exist to achieve corporate objectives and employees working in those
organisations aide in achieving those objectives by working towards their individual
goals and targets. In an ideal world, if every individual was providing his best
performance then organisational goals would be met sooner too; however in the real
world it is often not the case. Organisations lag behind and more often than not the
reason is a demotivated staff. An understanding of the basic human nature is
important for effective employee motivation in the workplace and also for effective

management and leadership.

In today’s business world with rapid changes happening all around, it has become
even more important for managers to motivate their staff and help their staff in
optimising their performance. Besides, research and observation proves that
motivated employees are more creative and productive in the work place. Several
theories of motivation have been presented amongst which Maslow’s theory states
the purpose of human existence is ‘Self-actualisation’ and the only way that state can
be attained is when the basic human needs are met. Thus according to Maslow,

human needs can be represented in the form of a pyramid.

Whilst Herzberg theory states that in a work environment context there are mainly

two factors which determine the motivation levels of employees. The first set of
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factors which he termed as the hygiene factors do not lead to positive motivation,
however a lack of those hygiene factors could lead to de-motivation. Herzberg’s
theory is particularly useful as it discussed the importance of providing a good
working environment and to a certain degree highlighted the importance of a good
working environment in achieving a better performance from employees. Herzberg’s
work categorized motivation into two factors: motivators and hygienes (Herzberg,

Mausner, & Snyderman, 1959).

Motivator or intrinsic factors, such as achievement and recognition, produce job
satisfaction. Hygiene or extrinsic factors, such as pay and job security, produce job
dissatisfaction. McGregor’s theory stated that staff would contribute more to the
organisation if they were treated as responsible and valued employees. Likert (1967)
suggested that for an organisation to perform better, managers must adopt a
participative-group system, whereby, leadership is by the superiors who have
complete confidence in their employees and motivation takes the form of economic
rewards which is further based on goals set by paragraphs, Various other theories
presented by Vroom, equity theory etc all discuss how employees can be motivated
and should be motivated to enhance performance. As stated above individual
performance taken collectively determines organisational performance and when
organisational performance is not up to the required level, the organisation would not

be able to sustain itself and might loose out in competition.

Motivation theories provide an insight into what makes an employee perform better.
It provides managers with a tool to motivate employees and helps them in

understanding how the staff can be managed better. It is therefore no surprise that the
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area of human resource management and organisational behaviour is looking into

how important it has become for organisations to focus on retaining ‘employees’.

Recent literature has emphasised the importance of knowledge management. It is a
known fact that high labour turnover, costs the company which results in lowering
the level of profits. Profit maximisation is the ultimate corporate objective, it would
be fair to say that is the sole reason why companies exist to maximise profit, generate
revenue and anything that can result in increasing profit levels will be looked upon

favourably.

Lack of knowledge about motivation theories might lead the managers to believe that
monetary incentives are the only way of motivating staff, however, the theories has
helped the managers in understanding that individuals have different needs. It might
be that employee A prefers to have more responsibility as compared to employee B.
Hence increasing A’s responsibility and appreciating A motivates him more than B
who would be satisfied with getting a monetary incentive. Similarly, employee C
might be a single mother who would prefer to have more flexibility in the job and
would be able to perform better if the work that she is doing enables her to look after
her child and work. The above examples prove that in a professional environment for
a manager it has become even more important to understand the needs of his

‘internal’ customers.

A concept which can be borrowed from marketing is if the customers’ needs are met
the organisation’s objectives can be achieved. The argument can be extended in this

context as well where it can be said that when internal customers are kept happy,
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external customers will automatically be happy. The above is an example to explain
Vroom’s theory, according to which rewards and incentives should be based on what
the employee perceives to be important rather than what the managers perceives to
be important. Thus he aimed to explain employee motivation by explaining the link
between how individual goals influence individual performance. Thus the knowledge
of motivational theories provides a deeper insight into the psychology of employees

and staff.

The importance of organisational performance cannot be highlighted enough.
Research and surveys are being conducted to understand what can improve the
organisational performance and the obvious link is individual performance.
Performance more generally is defined as a function of ability and motivation.
However, in order to motivate staff it is important to have an effective performance
management system. In order to provide rewards to the staff it is imperative to have
appropriate benchmarks to measure the performance. Literature in this area has
highlighted the importance of having formal appraisal systems which can either be in
the form of self-evaluation or 360 degree appraisal, top-down, bottom up etc. The
above mechanism enables managers to scientifically assess and then provide
appropriate rewards and incentives to the staff, whether monetary or non-monetary in

nature.

In addition to the performance levels, retaining staff by continuously striving to
motivate them helps managers to retain knowledge which the employees have
acquired over the period, it helps the employees to complete tasks faster as they are

already aware of how ‘things are done around here’ and more importantly it helps the
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systems to be developed so that work can be done quickly. It helps in achieving
specialisation and employees acquiring key skills. From the preceding paragraphs it
can be concluded that it is imperative for managers’ to have a thorough
understanding of the motivation theories. However, it is easier said than done. There
is no simple answer of how to motivate people, though an understanding of the
theories does help. It enables the managers in enhancing not only the individual but
also the organisational performance. The primary objective of organisations’ is to
survive, sustain and grow and the objective can be met when the employees and staff

are happy.

This can be achieved by understanding the motivation theories and implementing
them effectively to achieve optimal results for the organisation. Thus it can be said
that effective implementation of the motivation theories can help the organisations’
to have a competitive edge and it can serve to be a source of sustainable competitive
advantage which would ensure its growth, survival and maximised revenue
generation in the long run. Thus, it can be concluded for managers’ to perform
efficiently it is imperative for them to have knowledge of the motivation theories.
Formal strategic planning calls for the Analysis of key strategic factors, shortlisting

the really major strategic issues and the generation of Alternative strategies.

First, an attempt should be made to provide comprehensive strategies; that is, the
plan should consider all the truly important factors - the strategic elephants. Secondly
the strategies should not exhaust all available resources. Something should be held in
reserve. This recognizes uncertainty and adds flexibility to the plan. Alternative

strategies can improve the Adaptability of the organization in two ways.
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First, by explicitly examining Alternatives, it is likely that the organization will find
Alternatives that are superior to the current approach. Second, the organization will
encounter environmental changes; if Alternative, contingency, plans have been

considered for these changes, the organization can respond more effectively.

Processes of finding all the relevant significant strategic factors will be covered on
other pages about SWOT analysis, and methods for generating the Alternative
strategies will be under Business Strategy, for companies, or nonprofit strategy
making for other kinds of organization. It is all too easy to go with the bright ideas
that emerge from brainstorming strategic alternatives. Effective formal planning uses
systematic methods for evaluating the various alternatives. Evaluate to ensure that
they do not violate any constraints. Rate the strategic options against the objectives.

Ensure that all major strategic issues are addressed.

Then you are in a position to Design a set of strategies, based on a few key
Decisions. With this done you can proceed with some confidence to get approval
from the governing body, and convert the strategic intentions into specific work
assignments corrective action, the monitoring Having planned the work of
implementing or Executing the strategic plan, you need a system in place for
working the plans as they get implemented. The plan should provide for formal
reporting at agreed intervals. To allow for system should address the same objectives
and factors determined as significant through the planning process. Too often there is
a disconnect between the plan and how it is managed into reality for individual

managers, prepare budgets and project plans, and generally prepare to implement the
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strategic plans. The strategic planning process and tools, such as SWOT analysis,
offered here will help you - directors, owners, and managers - to find the elephants in

your organization!

At simply strategic planning.com we provide advice on how to prepare and
implement practical plans to address the elephant sized strategic issues over the next
few years. These approaches, with their value-based management focus, will ensure
that your business or non-profit organization (NPO) will have long run superior
performance, and your organization will also be at less risk of failure. Wherever you
are in the world, if you are keen to plan, develop, and manage a growing, thriving
organization, you’ve come to the right place to learn about strategic planning, and
the strategic planning process. Many organizations struggle to meet the challenges of

optimizing performance.

How should they measure performance? What should they measure? And how can
leaders ensure that communication channels throughout the organization are open?

Too often, organizations will put in place measurement systems and structures that
deliver the opposite of what they expected. There is a common saying in business,
“What gets measured gets done.” Organizations that successfully manage their
performance measures achieve superior results. That being said, less is more when it
comes to Performance Management. Organizations that overcomplicate their

performance measures and performance appraisals tend not to achieve their goals.

You don’t have to measure everything; keep to the essentials and keep in mind that

measures must be defined for each level of performance accountability. For example,
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a CEO and the executive leadership team may be ultimately accountable for a
strategic measure like “customer satisfaction index,” while an operations manager
and his or her team of field supervisors can only be held accountable for a customer
satisfaction rating from the feedback of the customers they service and the processes
they manage. What ultimately defines success for the top-level index will be the
collection of data from staff engaged in customer interaction at each level of

accountability.

The activities and methodology required to systematically define, deploy and link
measures throughout an entire organization need to be well timed and carefully
orchestrated. Senior executives, managers at all levels, technology support and front-
line employees are all involved. When it comes to measuring, performance outcomes
are more important measures of work than output. Outcomes are benefits or changes
that result from the work being performed. Put simply, it is work performed that
makes a difference to the organization and is in keeping with achieving strategic
organizational and/or departmental objectives. Way to ensure that performance
measurement is measuring the RIGHT things is for management to create a “desired
results/outcomes” mission statement and then engage staff in determining how
efforts match up against these objectives. These should be included in the

performance evaluation and performance review.

While dividing organizations into departments may have some advantages, it can
also be highly divisive and can prevent organizations from realizing performance
synergies and collaboration. This is evident when directors, departments, managers,

teams or staff may be high performers individually, but fail to choreograph their
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activities to create peak performance for the organization. This symptom is so
widespread that it is often accepted as an inevitable problem within all organizations.
Except that it is not inevitable. Some pervasive drivers of siloed thinking are
competition among functional and structural groups over resources such as money,

budget, credit, equipment and workforce.

To reduce the impact of “siloed thinking” it is important to allow data and
information to flow across the organization and reduce competition for resources
through prioritization of initiatives in accordance with the organization’s strategic
direction and planning. But when cross-functional problems occur, it is important to
make efforts to successfully tackle them though collaborative problem solving. Put
simply, nothing drives people back into their silos more quickly and effectively than
unresolved problems, and conversely, nothing brings people out of their silos more
quickly and effectively than tackling problems together. Organizations, concerned
with maintaining and increasing their profits, shareholder value, customer
satisfaction rates and employee morale often unknowingly place, impediments in

front of employees, which make these goals more difficult.

There is an opportunity for leaders to understand these basic challenges so that they
can overcome them and realize the opportunities they’ll deliver. There are certainly
other opportunities for leaders but we wanted to present you with some clear, concise
yet highly impact opportunities that you can implement immediately. Organizational
innovation has been viewed as an essential weapon for organizations to compete in
this competitive business environment. Particularly, Malaysia manufacturing firms

strive to transform their business model from labor-intensive to knowledge-intensive,
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which aim to immerse themselves in higher value added activities such as,
developing new products, processes, and services, to continual sustain the
competitiveness within the rivalries. One of the ways to heighten the organizational
innovation is through effective human resource management (HRM) practices and
effective knowledge management. This study examined the direct relationships
between HRM practices (performance appraisal, career management, training,
reward system, and recruitment) and organizational innovation (product innovation,

process innovation, and administrative innovation).

Additionally, it also examined the mediating role of KM effectiveness on the direct
relationship. Data was drawn from a sample of 171 large manufacturing firms in
Malaysia. The regression results showed that HRM practices generally have a
positive effect on organizational innovation. Specifically, the findings indicate that
training was positively related to three dimensions of organizational innovation

(product innovation, process innovation, and administrative innovation).

Performance appraisal also found to have a positive effect on administrative
innovation. Additionally, this study also demonstrates that training and performance
appraisal, are positively related to knowledge management effectiveness. Knowledge
management effectiveness fully mediates the relationship between training and
process innovation, training and administrative innovation, and performance
appraisal and administrative innovation. A discussion of the findings, limitations,

and implications are provided.

The rapid development of high technology, information and communications

technologies have urged many organizations to actively seek for new way, ideas,
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experimentation, and creative solutions in improving their current product, process,
system and technology, which commonly referred as organizational innovation.
Malaysia as one of the post-industrial societies has undergone a fierce competition
within its rivalries. To survive in the battle, Malaysia has launched its new economy
model, which aims in transforming the manufacturing firms from the product based
towards the knowledge based. Aligned with this move, understanding the
fundamental drivers influencing an organization’s ability to innovate successful new
products, idea, practices and system is a key strategic task for firms to continue to
exist in this dynamic market. It has been widely acknowledged that effective human
management resource (HRM) practices (Damampour & Gopalakrishnan, 1998; Tan
& Nasurdin, 2010) are significant in extracting positive work behaviours among

employees, which consecutively lead to organizational innovation.

According to Harter, Schmidt, and Hayes (2002), HRM practices can generate
increased knowledge, motivation, synergy, and commitment of a firm's employees,
resulting in a source of sustained competitive advantage for the firm. However, a
number of authors, such as Hilsop (2003), Morrow and McElroy (2001), and
Moynihan, Gardner, Park, and Wright (2001) have argued on the missing link
between HRM practices and organization outcomes. The author argued the more
research needs to concentrate on the indirect relationship between HRM practices
and organizational innovation. Since knowledge is reside in an individual and given
the role of HRM practices in influencing an individual’s attitude and behaviours, it is
believed that HRM practices has significant and positive relationship on

organizational innovation via knowledge management.
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Unlike developed nations particularly in the United States of America and European
nations, studies on innovation in Malaysia are still under researched (Ismail, 2005;
Wan Jusoh, 2000). In its efforts to become a knowledge-based economy, Malaysia
has emphasized on the importance of innovation in all sectors of its economy
(Ministry of Science, Technology and Innovation, Malaysia (MOST]I), 2006). Given
the importance of innovation to a firm's competitive position, several studies have
tried to investigate the relevant predecessors of innovation, such as individual factors
(Damanpour, 1991; Kimberly & Evanisko, 1981), environmental factors
(Damanpour, Szabat, & Evan. 1989; Miller & Friesen, 1982), and organizational

structure (Damanpour, 1991; Thompson, 1965).

However, there is still unexplored research area about particular organizational
practices that may influence the organizational innovation. According to Tan and
Nasurdin (2010), an organization’s approach of HRM practices has an influential
effect on organizational innovation. HRM practices set the tone and condition of the
employer-employee relationship, which can encourage the employees to become
more innovative (Rousseau & Greller, 1994). If HRM practices properly realigned, it
can play a vital role in contributing to the management of organizational knowledge,
and innovation will be realized through the ability to use the knowledge to identify

and pursue the opportunity.

This postulates that knowledge management effectiveness allowing employees to
generate knowledge within their sphere of influence, and extent as of shared
knowledge influences the organizational innovation (Dobni, 2006). Against this

backdrop, the goal of this study was to examine the role of knowledge management
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effectiveness mediating the relationship between HRM practices (performance
appraisal, career management, training, reward system, recruitment) and
organizational innovation (product innovation, process innovation and administrative
innovation) within the Malaysian manufacturing industry. Organizational innovation
has been widely defined as the creation of new idea and new behaviour to the

organization (Damanpour & Gopalakrishnan, 2001).

The dimensions of organizational innovation are extremely complex and multiple; it
can be reviewed from two aspects: (1) breadth of innovation, which includes
policies, system, administrative, processes, products, services, and others; (2) depth
of innovation, which includes the importance, the degree of influence, effect on long
term profitability, and others (Chuang, 2005). Fundamentally, there are two
distinctive types of organizational innovation have been classified in most literature,
namely technological innovation, and administrative innovation (i.e. Chuang, 2005;
Damanpour & Evan, 1984; Damanpour et al., 1989; Tan & Nasurdin, 2010). Chuang
(2005) has further categorized technological innovation into secondary dimensions:
product innovation and process innovation; while administrative innovation remains

distinct from the other two.

Under Mavondo, Chimhanzi and Stewart’s (2003) study, organizational innovation
was distinctively classified into three dimensions, namely: product innovation,
process innovation and administrative innovation. The present study divided
organizational innovation into the main dimensions of product innovation, process
innovation and administrative innovation based on the most prevalent types that have

been discussed in the previous literatures (i.e. Chuang, 2005; Damanpour, 1991;
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Damanpour & Evan, 1984; Damanpour et al., 1989; Mavondo et al., 2003; Tan &
Nasurdin, 2010). Product innovation, process innovation and administrative
innovation are the important predecessors for manufacturing firms and have the
equal capability to improve performance or effectiveness, solve problems, add value,

and create competitive advantage (Cooper, 1998; Damanpour, 1996).

Given the importance of product innovation, process innovation and administrative
innovation in enhancing manufacturing firm performance, therefore, the
organizational innovation is operationalized to be multidimensional comprising of
these three types of organizational innovation. Product innovation is defined as the
development and commercialization of new product to create value and meet the
needs of the external user or the needs of the market (Damanpour & Gopalakrishnan,
2001). Product innovation is a systematic work process which drawing upon existing
knowledge gained from research and practical experiences directed towards the

production of new materials, products and devices, including prototypes.

On the other hand, process innovation is viewed as a creation of new process or
improvement to existing process (Leonard & Waldman, 2007). Process innovation
involves the implementation of a new significantly improved production or delivery
method, which includes changes in techniques, equipment and/or software (Bi, Sun,
Zheng & Li, 2006). Administrative innovation is viewed as performance derived
from the changes to organizational structure and administrative process, reward and
information system, and it encompasses basic work activities within the organization

which is directly related to management (Chew, 2000; Damanpour & Evan, 1984).
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Administrative innovation requires organizations to have verifiable routines and
procedures in place for product design, manufacture, delivery, service and support
(Brunsson, Jacobsson, Ahrne, Furnsten, Garsten, Hennin, Sahlin-Andersson &
Hallstrom, 2000). Since manufacturing firms operate in the highly complex
environment on the basis of internal operations efficiency and effectiveness, product
innovation, process innovation and administrative innovation can be considered as
the pivotal sources of competitive advantage. As the world is becoming more
competitive and unstable than ever before, manufacturing-based industries are
seeking to gain competitive advantage at all cost and are turning to more innovative

sources through HRM practices (Sparrow, Schuler, & Jackson, 1994).

HRM practices have been defined in several aspects. Schuler and Jackson (1987)
defined HRM practices as a system that attracts, develops, motivates, and retains
employees to ensure the effective implementation and the survival of the
organization and its members. Besides, HRM practices is also conceptualized as a set
of internally consistent policies and practices designed and implemented to ensure
that a firm’s human capital contribute to the achievement of its business objectives
(Delery & Doty, 1996). Likewise, Minbaeva (2005) viewed HRM practices a set of
practices used by organization to manage human resources through facilitating the
development of competencies that are firm specific, produce complex social relation
and generate organization knowledge to sustain competitive advantage. Against this
backdrop, we concluded that HRM practices relate to specific practices, formal
policies, and philosophies that are designed to attract, develop, motivate, and retain

employees who ensure the effective functioning and survival of the organization.
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Among the main approaches to develop HRM: —universall or —best practicel
approach (Huselid, 1995); strategic HRM practices approach (Delery & Doty, 1996);
contingency approach (Dyer, 1985; Schuler, 1989); and configuration approach
(Wright & McMahan, 1992), previous studies revealed that HRM practices, which
were related to organizational innovation, mainly focused on —universall or —best
practicel approach. A review of the literature demonstrates five common practices
that have been consistently associated with innovation, encompassing performance
appraisal, career management, reward system, training, and recruitment (Gupta &
Singhal, 1993; Jiménez-Jiménez & Sanz-Valle, 2005; Kydd & Oppenheim, 1990;

Laursen & Foss, 2003; Shipton, Fay, West, Patterson & Birdi, 2005).

The learning process occurred to improve the stock of knowledge available to the
organization and to amplify the value of its intellectual assets, such as innovation
capital when knowledge is acquired and applied. If an organization demonstrates
competence in knowledge management, it can be considered as having a knowledge
management-orientation (Darroch & McNaughton, 2002). Knowledge management
has been broadly defined from many perspectives. Wiid (1997) viewed as a set of
activities that lead an organization in acquiring knowledge both internally and

externally.

According to Salisbury (2003), knowledge management is defined as the deployment
of a comprehensive system that enhances the growth of an organization’s knowledge.
In an effort to expand the knowledge management discipline, knowledge
management can be defined as the management functions that encompass the

creation of knowledge, management of the flow of knowledge within the
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organization, and usage of knowledge in an effective and efficient manner for the
long-term benefit of the organization (Darroch & McNaughton, 2001). Hence,
knowledge management effectiveness is regarded as a management discipline which
focused on the development and usage of knowledge to support the achievement of

strategic business objectives.

Knowledge management effectiveness can be analyzed from a process perspective
(Gold, Malhotra & Segars, 2001; Zheng, 2005). In general, knowledge management
effectiveness can be conceived as the effectiveness of an organization in managing
the knowledge acquired, shared, and applied by its employees. In summary,
knowledge management effectiveness is conceived as a process to enhance
knowledge application to achieve organizational innovation for improving business
performance. Organizations that effectively manage their knowledge within
organization will have higher organization innovation in turn to achieve

breakthrough competitive advantage.

According to Wang (2005), innovative firms treat HRM practices as the
organization’s strategy to encourage team responsibilities, enhance organizational
culture, and build up customer relationships through participation and empowerment.
In turn, it will help to create and market new products and services (Gupta &
Singhal, 1993). When firms develop and introduce new product, new process and/or
new administrative practices, they require innovative and creative employees, who
are flexible, risk taking, and tolerant of uncertainty and ambiguity (Chen & Huang,
2007). These employees are highly recognized in manufacturing industries as they

contribute to firm on the basis of market responsiveness, product and process
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innovation. Therefore, it is important for a firm to implement supportive HRM
practices that can motivate and stimulate employees to be innovative. On the basis of
arguments put forth by previous scholars (i.e. Gupta & Singhal, 1993; Jimenez-
Jiménez & Sanz-Valle, 2005; Kydd & Oppeneheim, 1990; Laursen & Foss 2003;
Shipton et al., 2005), we would expect HRM practices to be positively related to

organizational innovation.

For instance, performance appraisal increase employee commitment and satisfaction
since employees are given chance to discuss about their work performance. This, in
turn, will lead them to perform greater in innovative activities. In a similar vein,
career management assist employees to attain their career goals and objectives. If
employees are likely to feel satisfied with their career management, which in turn,

lead to motivate them to perform in innovative activities (Delery & Doty, 1996).

Training helps employee master knowledge, skill, and ability which would be
contribute to innovation in terms of products, production processes, and management
practices in daily operation (Schuler & Jackson, 1987). Hence, training develops the
knowledge, skill, and ability of employees to perform effectively in their job that will
lead to higher organizational innovation. Reward system provides financial reward,
promotion and other recognition, in order to motivate employees to take risk,

develop successful new products and generate newer ideas (Guptal & Singhal, 1993).

Reward system encourages employee to become motivated, thereby increase their
participation in contributing innovation ideas, which leading to high organizational

innovation. Recruitment involves employing and obtaining appropriate and
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competent candidates through external sourcing (Sparrow, Schuler & Jaclson, 1994).
Recruitment gives greater importance to be attached to fit between person and
company culture. Hence, the high level of implementation of recruitment that
attaches individual — organizational fit is likely to result in high organizational
innovation. A number of scholars, such as Hilsop (2003), Morrow and McElroy
(2001), and Moynihan et al. (2001) have argued on the missing link between HRM
practices and organization outcomes. The missing link between HRM practices and
organization outcomes illustrate the existence of a —black boxl. The —black boxl
model indicated that there is an unknown apparatus which is apparently invisible in
increasing organizational innovation (Marinova & Phillimore, 2003). Knowledge
management is recognized as the fundamental activity for obtaining, growing and
sustaining intellectual capital in organizations (Marr & Schiuma, 2001). Knowledge
management is not only served as predecessor to organizational innovation, but also
an intervening mechanism between organizational factors and organizational
outcomes. Previous studies have examined the role of knowledge management as a

mediator.

For instance, Tung’s (2004) study evidenced that knowledge management mediates
the relationship between an organization’s culture and structure, and organizational
effectiveness. Rashid Alshekaili’s (2011) study reveals that knowledge management
mediates the relationship between human capital and innovation performance. Since
HRM practices are assumed to be a managerial process that allows firms to manage
effectively so as to improve the organizational innovation. The relationship between

organizational climate and organizational performance is tested for a large
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multinational company. Besides, | tested what influence management support and
organizational unit size have on organizational climate perception. In total, 30.892
employees among 49 operating companies participated in the study. Regression
analyses showed that there is a significant relation between organizational climate
and profitability, sustainability & growth, EBIT margin, productivity and employee

engagement.

No relation between organizational climate and employee turnover was identified.
Besides, | did not found evidence that the relation between organizational climate
and profitability, sustainability & growth, EBIT margin and productivity is mediated
by employee engagement. Furthermore, it was found that organizational climate is
strongly influenced by management support, and that the relation between
organizational unit size and organizational climate is mediated by management
support. These results contribute to the literature on organizational climate and
performance. Besides, these results are of great value to the business world, as
managerial. Companies nowadays are more and more active in turbulent competitive
environments, in which it has become easier to imitate products, and it is necessary
to adapt to changes fast. To survive within these competitive environments, it is very

important to generate sustainable competitive advantages.

Contrary to the industry-based strategic management perspective, which focuses on
the external environment of a company, the resource based strategic management
perspective has a focus on the internal environment of the company. In the resource
based view of the firm, traditional sources of competitive advantages, like natural

resources and technology, are no longer sufficient; companies can only develop
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sustained competitive advantage by building unique competencies (firm-wide
capabilities). Embracing this view on strategy, human resource strategies may be an
important source of sustained competitive advantage (Lado & Wilson, 1994). The
human resource value creation process is complex, making it a valuable, rare,

inimitable, and non-substitutable source of competitive advantage (Barney, 1991).

Several studies examined the relationship between human resource management and
organizational performance (e.g. Becker & Gerhart, 1996; Huselid, 1995; Arthur,
1994). The common thought of these studies is that human resource practices affect
organizational performance. These studies focus on the type of human resource
practices, rather than on how these human resources organizational members
perceive practices. Wright and Nishii (2010), however, developed a model in which
they state that intended human resource (HR) practices of management are different
from the perceived HR practices by employees, and that these perceived HR
practices have greater predictive value for organizational performance than the

intended HR practices.

According to Bowen and Ostroff (2004) organizational climate is the shared
perception of what the organization is like in terms of practices, policies, procedures,
routines and rewards, based on shared perceptions of organizational members.
Practices and policies, procedures, and rewards are integrated aspects of the human
resource management practices of an organization. Organizational climate, thus, can
be seen as a representation of the perception of these human resource practices,
making organizational climate of more predictive value for organizational

performance than only human resource practices themselves. In this thesis, therefore,
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I consider organizational climate as the predictor for organizational outcomes.
Several authors have found links between organizational climate and organizational

performance.

However, most of these studies only consider single aspects of organizational climate
and outcomes related to these aspects, for example, the relation between innovation
climate and creativity (Pirola-Merlo & Mann, 2004). However, to get insights in how
the overall configuration of organizational climate is related to overall performance

of a company, additional research is required.

In this research project, organizational climate survey results of a large multinational
company have been used to test the relation between organizational climate and
performance. Management plays an important role on the organizational climate
perceptions of organizational members, as they are responsible for the
implementation of the human resource practices. Therefore, | will also investigate
the role management plays on organizational climate by examining how management

support perception of employees is related to their organizational climate perception.

There is some evidence that small organizations have a more positive organizational
climate than large organizations (Payne & Mansfield, 1974), however, how
organizational unit size affects organizational climate is less clear. Therefore, | will
further investigate this relation by proposing management support as mediator in the
relation between organizational unit size and organizational climate. This research
project is valuable to the scientific community, because it further provides empirical

support on the relationship between organizational climate and performance.
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Besides, it also provides valuable insights on the antecedents of organizational
climate, a topic on which little information is yet available. This study is also
valuable to the business world, as a number of managerial implications are discussed
on how to create an organizational climate that leads to high performance. In
literature, organizational climate is conceptualized across different levels of analysis:
individual, work, and organization. In this thesis, | consider organizational climate as
a construct that belongs to a group of people (organization), rather than considering it
as something that is assigned to an individual person. Using this approach makes it
possible to compare organizational climate with organizational outcomes (instead of

individual outcomes).

As each organization has its own specific organizational climate and organizational
outcomes, different organizations can be compared to each other. Organizational
climate and organizational culture are closely related, but are certainly not the same.
Both deal with how individuals try to make sense of their environments, and are
learned through interaction among persons belonging to a certain group (Kuenzi &

Schminke, 2009).

However, fundamental differences between these two phenomena exist. After an
extensive research on both climate and culture literature, Denison (1996) identified
several differences between organizational climate and culture. According to him,
organizational culture refers to the underlying structure of an organization,
embedded in the values, beliefs, and assumptions of organizational members.
Organizational climate, on the other hand, is reflected in practices and procedures

that are observable at the surface of the organization. Organizational climate is
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emphasized to be temporary, subject to direct control, and limited to aspects that are

consciously perceived by members of an organization.

From a managerial point of view, therefore, organizational climate is a very
interesting phenomenon. It can be influenced relatively easily, and changes in
organizational climate can be observed on a short time span. Organizational success
is largely dependent on the quality and effort of the people that work for the
organization. Flexible, productive and knowledgeable people within an organization
are a source of (sustainable) competitive advantage for companies. Top managers
increasingly acknowledge that the people within the organization make the

difference by creating value for the organization (Verburg & Den Hartog, 2006).

Human resource management concerns the management of people within
organizations. Regardless of the type of organization, all firms need to manage their
workforce using appropriate policies and practices. Policies and practices need to be
coordinated with each other, as well as with the needs of the organization. The latter
is also known as strategic human resource management, and is based upon the
recognition that organizations can be more effective if they manage their human
resources in such a way that they deliver the right number of people with the
appropriate behaviors, the necessary competencies, and the right levels of motivation

to the organization (Schuler & Jackson, 2007).

Human resource management involves the use of several policies and practices.
Human resource practices can be summarized into three specific groups: entry,

performance, and exit practices (Verburg & Den Hartog, 2006). Entry practices
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include practices 