
 

J. Basic. Appl. Sci. Res., 6(12)12-20, 2016 

© 2016, TextRoad Publication 

ISSN 2090-4304 

Journal of Basic and Applied  

Scientific Research 
www.textroad.com 

 

Corresponding Author: Muhammad Mohsin Atiq, SZABIST, Islamabad Pakistan. 

 

Facets of Performance Management Systems as Antecedents of  

Firm Level Performance 
 

Syed Muslim Kazmi1, Ali Mujtaba2, Muhammad Mohsin Atiq2, Dr. Qing Ping1 

 
1Huazhong Agricultural University, China 

2SZABIST, Islamabad Pakistan 
Received: August 12, 2016 

Accepted: November 29, 2016 

ABSTRACT 
 

The aim of the paper is to elaborate the importance of performance management system as a whole as well as 

individual practices such as motivation enhancing, skill enhancing and opportunity enhancing practices to the 

managers of the organization. This study investigates the impact of bundle of HR practice that is Skill, Motivation, 

Opportunity enhancing techniques on organization performance. Data was collected from 100 employees working in 

the Capital Development Authority (CDA) in Islamabad. Questionnaire was used to collect data using Likert five 

scale and the study was cross sectional. The findings reveal that performance management system plays vital role in 

enhancing the performance of an organization. This paper gives some suggestion to the practitioners about the 

performance management system and bundle of HR practices. Managers should adopt Skill, Motivation, 

Opportunity enhancing techniques practices separately in order to increase the performance of the organization.  

KEYWORDS: Performance management system, Skill enhancing techniques, Motivation enhancing techniques, 

Opportunity enhancing techniques, Organization performance.  

 

1. INTRODUCTION 

 

From the last century, organizational psychology and management have emphasized on the methods to 

improve the performance of the firm. Researchers have emphasized on individual level performance and a few 

scholars have considered performance of a team. Even, research was broadly considered, the performance appraisal 

was used instead of performance management[1]. A considerable support for relating “bundles” of human resource 

(HR) practices to organization level performance have been found, and several models for how these practices could 

create the transformation from individual level to organization level performance.  

Scholars and also practitioners, in a field of  human resource (HR) management, Industrial Psychology, and 

Organizational Behavior, have tirelessly worked to develop different programs and techniques for managing human 

resource, which include programs for the appraisal and performance management. The goal of all these efforts is 

directed towards the development of techniques that will help employees meet their personal goals at one hand 

(development, growth and personal success etc), and on the other hand also help the organization to function more 

effectively. Most of the organizations during 1960s had employed some sort of graphic rating scale, so much of the 

research conducted during that era was concentrated about finding better ways to construct and apply these sort of 

different graphic scales. As the things in the world of academia and organizations moved forward, it is clear that 

focus has gradually moved to a concern primarily with performance appraisal and improving rating accuracy.  

 Interestingly, in review of the available literature, one could find none of the empirical papers that directly 

relates performance appraisal or performance management practices to firm level performance, nor any that has 

demonstrated how performance of an individual can be leveraged up to the level of the firm. There have been 

numerous papers which demonstrates some sort of relationship between the two [2], and few paper discussing how 

one could apply utility concepts to performance appraisal [3]. In addition, there are also empirical studies that link 

aspects of performance management systems to firm performance, but all these involve a whole bundle of HR 

practices rather than just any one specific practice or performance management system alone. This bundling of these 

HR practices is vibrant to linking changes in individual performance to changes in organizational performance, and 

this requires expansion and changing the way we have traditionally thought about performance management 

systems. Although the empirical evidence for link between performance appraisal, performance management and 

firm performance is very limited, there is a whole body of extensive literature that has argued [4] or demonstrated a 

relationship between a set of different HR practices and firm performance [5, 6,7].  

 

12 



Kazmi et al., 2016 

 

The performance management system which is lacking in totality and does not include the influence of HR 

specialized practices (skill enhancing practices, motivational enhancing practices and opportunity enhancing 

practices) is not a true reflection of any individual perceived performance which overall impacts the organization 

performance. 

So here a proposed model of Performance Management System is highlighted where bundles of HR 

practices integrated in the performance management system and when aligned with the strategic goals of the 

organization, can be used to create an environment for performance that could transform generic knowledge, skills, 

and abilities (KSAs) of the employees into specific KSAs needed to impact the organization level performance 

[8].The objectives of this study are, To identify the impact of performance management system on organization 

performance and  To identify the impact of bundles of HR practices on organization performance. 

 

2. LITERATURE REVIEW 

 

Most of the today’s organizations irrespective of their size use some sort of performance appraisal 

mechanism and performance management systems for the evaluation of its employee’s performance and to give 

feedback to the employees regarding their performance and simultaneously it supports the organization to make 

better decisions about things like pay increment, identifying training and development needs of their human 

resource, bonus addition or promotion. We can trace the research on performance appraisal systems as well as in 

1920s. 

 

2.1 Performance Appraisal  

Most of the research during 1960s was dominated around improvements in the rating scales because most 

of the organization tends to use some type of graphic rating scales during those times [9, 10]. During the same time 

period some authors have come up with more dynamic alternatives of conventional graphic rating scale examples 

include critical incident techniques [11], forced-choice rating scales [12], numerous forced distribution methods 

[13], Behaviorally Anchored Rating Scales BARS [14] and later on, Behavioral Observation Scales [15], and also 

Mixed Standard Rating Scales [16]. Landy and Farr suggested  that future research should focus on cognitive 

processes and it might leads towards how such processes might influence rating accuracy [17]. 

 

2.2   Performance Management 

The process of performance management starts with the performance evaluation of an individual and 

subsequent feedback to him/her about the performance and continuing through administration of rewards and 

training. Thus, performance management “is a continuous process of identifying, measuring, and developing the 

performance of individuals and teams and aligning performance with the strategic goals of the organization”[18]. 

With new interests emerging in the realm of performance management a number of new models emerged 

about how to improve performance of the employees. Some of the authors emphasized motivational processes at the 

level of the individual [8]; while others concentrating on that how corporate strategy play a significant role in the 

whole process [18, 19, 20]. Several others consider different contextual factors that have an influencing role [20, 

21], and two of these authors explained that how the performance management process can be carried out [18,19, 

21,22]. All these models and the related literature do not explicitly consider organization level performance as 

dependent variable, although Aguinis and Pulakos both considered that improving the firm performance is the 

absolute goal in the whole process. 

 

2.3 HR practices 

In the 1990s a series of research papers came on surface where the researchers have emphasized that human 

resource practices develop the foundation for gaining competitive advantage over rival firm as long as those human 

resource practices should be in line with organization corporate strategy [23, 24, 25, 26]. There are empirical 

research which establish relationships between organization performance and different HR practices [27]. It was 

mainly Huselid’s paper, though, that significantly altered the way practitioners and researchers looked at this 

particular issue. Huselid suggested a significant relationship which exists between the application of an array of 

different HR “best practices” (which were known as high performance work systems) in the literature and numerous 

measures of organizational performance, such as productivity, turnover,  and several measures of corporate financial 

performance indicators[6]. 

A number of studies followed and all of them agreed on one point that human resource practices was 

definitely related to various measures of organization performance. The most dominant is the high performance 

work systems approach in which the premise is that there are some “best practices” and when executed, they will 
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increase the performance of an organization [6,28, 29]. The organization must unite its human resource practices 

with each other and combine its strategic goals in order to have an effect on the performnace of the  firm 

[25,30,31,32]. Previous studies suggests that an organization HR represent a unique and irreplaceable source of 

gaining competitive advantage. 

Consistent with the suggestion from Lepak, Liao, Chung, and Harden also consistent with bit of the earlier 

models by Blumberg and Pringle and Gutteridge [33], they have divided mix of HR practices into three broad 

categories instead of taking any one of the specific practice, these include opportunity-enhancing motivation-

enhancing and skill-enhancing practices. Most of the opportunity enhancing practices consist of job rotations, work 

team design, employee engagement, information sharing and job flexibility. Skill enhancing practices includes 

recruitment, training and development opportunities. While motivation-enhancing practices encompass 

(performance appraisal, incentives, compensation, promotion and career development, benefits, and job security) 

which can be considered as part of a performance management system.  The outcomes identified included employee 

motivation (under which they have categorized numerous other variables, which includes organizational climate, job 

satisfaction, and perceived organizational support), also financial outcomes, and operational outcomes like quality 

and innovation. 

 

  2.4 Organization Performance 

Before measuring performance it is first important to define performance. There are a number of ways in 

which an organization performance can be defined. The Performance of an organization includes both financial and 

non-financial measures, although conventionally it is said that most of the organization put more emphasize and 

focus on financial indicators only but with rapid changing and more demanding business world modern day 

organizations are taking into consideration non-financial measures of an organizations also. Different authors in the 

literature have come up with a variety of different approaches regarding studying firm performance. Venkatraman 

and Ramanujam described ten different approaches to study the performance of the firm which can easily found in 

the literature strategic management [34]. They begin with “measures of financial performance”, which are used quite 

frequently, and which are also the narrowest measures, focusing on simple outcome-based financial measures 

assumed to reflect the firm’s economic goals. The authors then move to consider measures that reflect “operational 

performance” in addition to financial performance indicators. These measures rely upon a broader definition of 

organizational success, and consider non-financial indicators such as market share, new product introductions, and 

product quality. Finally, they discuss what they view as the broadest conceptualization of success, which is the 

domain of “organizational effectiveness”. In 2011, Najafi suggested three non- financial indicators that can increase 

the performance of the organization these are job satisfaction, loyalty to the organization and  work psychological 

pressure[35]. 

Despite the fact that the researchers gave confirmation of reasonable indication to every dimension, they 

overlooked any components or measures of execution that was non-financial. Despite the fact that, as noted, most 

scholars has concentrated on money related aspect of performance just, the world outside of the scholarly 

community is changing, and there is entirely latest research depicting these progressions, and even some proposal 

from the literature of accounting that  considers the non-financial performance that measures can improve firm 

execution under specific circumstances [36]. In this research organization level performance in term of operational 

performance, taking the suggestion from Jiang and his colleagues in which they accounted operational performance 

in the following dimension i.e viewed productivity, quality, service, innovation, and overall operational performance 

as operational outcomes of firm’s performance[37]. 

 

2.5 CONCEPTUAL FRAMEWORK 

 

 

 

 

 

 

 

   

 

 

 

 

Skill enhancing practices 

Motivation enhancing practices 

Opportunity enhancing practices 
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H1: Performance management has an impact on organization level performance. 

H2: Performance management system integrated with bundle of skill enhancing practices has an impact on 

organization level performance. 

H3: Performance management system integrated with bundle of motivation enhancing practices has an 

impact on organization level performance. 

H4: Performance management system integrated with bundle of opportunity enhancing practices has an 

impact on organization level performance.  

 

3.0 RESEARCH METHODOLOGY 

 

3.1 Type of study 

 This research is empirical and casual in nature and this was a cross sectional study and hypothesis testing 

was used to explore the impact of performance management system integrated with different bundle of HR practices 

on organization’s operational performance.  

 

3.2 Study Setting 

 The respondents were from Capital Development Authority (CDA), Islamabad. The respondents were 

contacted on their job place and study setting was non-contrived.  

 

3.3 Unit of analysis 

 The unit of analysis for this study were individuals working in the CDA office, Islamabad. 

 

3.4 Population & Sampling 

 The target sector for this specific study was government services sector of Pakistan. Only CDA was 

considered for this study. In all a total 120 questionnaire were distributed among employees of CDA, out of which 

100 forms were returned. Questionnaire forms of only 100 respondents were considered to conduct data analysis. 

The convenient sampling technique was used keeping in view the resources and time available. Respondents were 

given the option to tell their identity or not disclose it at their own will.  

 

 3.5 Instrumentation 

 The questionnaire was adopted from the different studies using the kinds of scales typically used in the 

strategic HR management literature [6, 38, 39, 40]for this study. The questionnaire form contained 28 items. The 

distribution of these 28 items are as follows : 

 

1. Performance Management   5 

2. Skill Enhancing Practices   6  

3. Motivation Enhancing Practices  6 

4. Opportunity Enhancing Practices  6 

5. Organization operational Performance 5 

 

4.0 DATA ANALYSIS AND RESULTS 

 

4.1 Demographic Analysis 

Demographic analysis is a technique which is used to develop an understanding of the age, gender, education 

of the respondents and experience of the respondents.  
4.1.1 Gender 

 Frequency Percent Valid Percent Cumulative 

Percent 

 Male 74 74.0 74.0 74.0 

Female 26 26.0 26.0 100.0 

Total 100 100.0 100.0  

 

The first table 4.1.1 is related to the gender of the respondents. Male respondents were 74% of the total, 

while the number of female respondents were 26 %.  
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4.1.2 Age 

 Frequency Percent Valid Percent Cumulative 

Percent 

 20-25 4 4.0 4.0 4.0 

26-30 29 29.0 29.0 33.0 

31-35 44 44.0 44.0 77.0 

36 years and above 23 23.0 23.0 100.0 

Total 100 100.0 100.0  

  

The second table 4.1.2 is related to the age of the respondents. Highest number of respondents falls in the 

age group of 31-35 years i.e. 44% percent and the lowest percentage of respondents falls in the age group of  20-25 

years they were only 4%. While the remaining 29% falls in the age group of 26-30 years and 23% of the respondents 

fall in the age above 36 years. 

 
 

4.1.3 Education 

 Frequency Percent Valid Percent Cumulative 

Percent 

 Bachelors 31 31.0 31.0 31.0 

Masters 32 32.0 32.0 63.0 

M.Phil/MS 33 33.0 33.0 96.0 

Phd 2 2.0 2.0 98.0 

Others 2 2.0 2.0 100.0 

Total 100 100.0 100.0  

 

The third table 4.1.3 shows education level of the respondents included in this study. The respondents 

which are bachelor are 31 %, 32 %  of the respondents are  masters, While 33 %  of the respondents are M Phill/MS. 

 
4.1.4 Experience 

 Frequency Percent Valid Percent Cumulative 

Percent 

 1-3 33 33.0 33.0 33.0 

4-6 31 31.0 31.0 64.0 

7-10 19 19.0 19.0 83.0 

Above 10 years 17 17.0 17.0 100.0 

Total 100 100.0 100.0  

 

The forth table 4.1.4 shows the experience of the respondents. The first category of working experience 

was 1-3 years, the second was from 4-6 years, the third category was from 7-10 years and last one was above 10 

years of working experience. 33% respondents have 1-3 years working experience, 31%, having 4-6 years, 19% 

having 7-10 years and 17% have above 10 years of working experience. 

 

Reliability Analysis Table 4.2 

 

Description     Cronbach’s Alpha    No of Items 

______________________________________________________________________________ 

Performance management system (PMS)   .858    5 

Skill Enhancing Practices (SEP)    .850    6 

Motivation Enhancing Practices (MEP)   .774    6 

Opportunity Enhancing Practices(OEP)   .706    6 

Organizational Performance (OP)    .732    5  

Overall Reliability                  .930    28 

 

Cronbach’s alpha is used to determine the internal consistency of the data. If the value lies is in the range of 

0.70 and 0.90 then such type of data is considered reliable. Data values below .070 is not considered reliable. 

Overall Cronbach’s alpha is between 0.706 to .858 which shows that data is reliable. 
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Descriptive Statistics Table 4.3 

Variable                                        Minimum   Maximum     Mean     SD     Skewness    Kurtosis 

Performance management system (PMS)                  1.20          5.00           3.7780   .768      -.440          1.384 

Skill Enhancing Practices (SEP)      1.17          4.83           3.7900   .687      -.832          2.492 

Motivation Enhancing Practices (MEP)     1.17           5.00           3.5700  .624      -.414          -.759 

Opportunity Enhancing Practices(OEP)     1.33          4.83           3.4946   .538      -.860            .175 

Organizational Performance (OP)      1.40           4.80           3.5780  .719       -.848          -.013 

N =100 

Before conducting regression analysis it is important to check the assumptions for the regression analysis. 

The values of maximum, minimum, mean statistics, standard deviation, skewness and kurtosis are discussed in the 

above table and N illustrates the total number of respondents which were 100. It was found from the table that mean 

values are inclining toward agree side. Skewness is used to measure the spreadness of the data, While kurtosis is 

used to measure the steepness of the data The values of both skewness and kurtosis must be between -1 to +1 and -3 

to +3 respectively. 

 

Correlation Matrix  Table 4.4 

                                                                   1                2                3               4                5 

1. PMS                                     __ 

2. SEP                 (.361* ) __ 

3. MEP                 (.534*)      (.128)           __ 

4. OEP                                 (.890*)      (.671*)       (.669*)          __ 

5. OP                (.482*)      (.555*)       (.505*)      (.668*)        __ 

*. Correlation is significant at the 0.01 level (2-tailed). 

 

 Peasons correlation is used to find out the relationship between the independent variable and dependent 

variable. The range of the Person correlation is between -1 to + 1. Negative sign shows that there is inverse 

relationship between IV and DV, while positive sign shows that there is positive relationship between IV and DV. 

The above table shows the correlation values of major study variables. There is a positive correlation between 

Performance management Systems, Skills enhancing practices, Motivating enhancing practices, opportunity 

enhancing practices and organizational peformance (r= .482, r=.555, r=.505, r=.668). Degree of association between 

dependant and independent variable is statistically significant as p value is (0.000) which is less than 0.05%. 

 

Regression analysis Table 4.5 

        R2 Adjusted   R2     F        Sig 

Performance management system    .446 .440 82.844 .000 

Skill enhancing practices .233 .225 31.222 .000 

Motivation enhancing practices .308 .301 45.851 .000 

Opportunity enhancing practices .255 .248 35.311 .000 

 

To find the impact of performance management, opportunity enhancing practices, Motivation enhancing 

practices, Skill enhancing practices on organizational performance multiple regression was used. Hypothesis 

describes that Performance management system, Skill enhancing practices, Motivation enhancing practices and 

opportunity enhancing practices has a positive impact on organization performance. From the above table the value 

of R square is (.446, .233, .308, .255). That shows that variation in Organization performance is explained by 

Performance management system, Skill enhancing practices, Motivation enhancing practices and opportunity 

enhancing practices. 

 

        B Beta    t        Sig 

Performance management system    .892 .668 9.102 .000 

Skill enhancing practices .451 .482 5.588 .000 

Motivation enhancing practices .581 .555 6.771 .000 

Opportunity enhancing practices .582 .505 5.942 .000 

 

This table shows a significant relation between all the independent variables and a dependent variable as 
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the p-value is 0.000 which is less than .05. t describes the impact on the predictor variable. If the value of t is greater 

than +2 or -2 it means it has influence on the criterion variable. The value of t is (9.102, 5.588, 6.771, 5.942) which 

shows that it has influence on the criterion variable. This means that Performance management system, Skill 

enhancing practices, Motivation enhancing practices and opportunity enhancing practices has an impact on 

organization performance. All Beta values are positive which shows that there is a positive relationship between 

independent variables and dependent variable. 

 

DISCUSSION 

  

To answer the research questions mentioned hypothesis were developed and tested in order to find out whether any 

relationship exists or not between independent variables (performance management system, skill enhancing 

practices, motivational enhancing practices and opportunity enhancing practices) and dependent variable which is 

(Organization performance).  

H1: Performance management has an impact on organization level performance. 

When the Peasons correlation was applied, it shows that performance management has a positive relationship with 

the organization level performance. The correlation between performance management and organization level 

performance is (.482). According to the regression analysis performance management system has an impact on 

organizational level performance which is confirmed by t-value (9.102) and “Sig” value which is (.000). So H1 is 

accepted.  

H2: Performance management system integrated with bundle of skill enhancing practices has an impact on 

organization level performance. 

When the Peasons correlation was applied, it shows that skill enhancing practices have a positive relationship with 

the organization level performance. The correlation between skill enhancing practices and organization level 

performance is (.555). While skill enhancing practice does impact on organization performance which is confirmed 

by “Sig” value (.000), acceptable at t- value (5.588) of significance and 95% confidence interval this shows that H2 

is accepted.  

H3: Performance management system integrated with bundle of motivation enhancing practices has an impact on 

organization level performance 

When the Peasons correlation was applied, it shows that motivation enhancing practices have a positive relationship 

with the organization level performance. The correlation between motivation enhancing practices and organization 

level performance is (.505). Motivation enhancing practices also have an impact on organization performance which 

is confirmed by t-value (6.771) and “Sig” value (.000).This shows that H3 is accepted.  

H4: Performance management system integrated with bundle of opportunity enhancing practices has an impact on 

organization level performance.  

Finally, When the Peasons correlation was applied, it shows that opportunity enhancing practices have a positive 

relationship with the organization level performance. The correlation between opportunity enhancing practices and 

organization level performance is (.668). Opportunity enhancing practices seems to have the impact on overall 

organization performance which is confirmed by t-value (5.942) and also by “Sig” value which is (.000). This shows 

that H4 is accepted. 

 

5.0 Implication 

There are many implications for managers and researchers. Previous literature on performance management systems 

provides direction to explore the bundle of HR practices on organization performance. This study shows that 

performance management systems have a positive impact on organization performance, while managers should  

adopt these practices separately to increase the performance of the organization. These practices will uplift the 

performance of human resource in the organization.   

 

6.0 Limitations and recommendations 

The number of sample size in this study is 100 which is small number. The sample size can  be increased in order to 

make it more generalize. Time constrain is also another limitataion in this study. Budget constain is the third 

limitation in this study. Different variables which acts as a mediator or moderator can be included in the existing 

frame work in order to find the mediating or moderating effect on organizational performance. 

 

7.0 Conclusion 

By reviewing these results one can say that reasons for accepting the results is that the data was collected from the 

government organization CDA so the practices which are applauded and given preferences in private or other 
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sectors it is not necessary that these same practices would be applauded or put emphasis on these practices in 

government sector. Performance management system has a vital role in the performance of the organization. 

Research shows that when an organization implements performance management systems the firm level 

performance also increases which also justified our findings. The aim of this study to understand the performance 

management system and organization performance.  
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