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Abstract

Although studies have examined the influence of HamResource Management (HRM) practices on
performance, few have examined the influence of lepee outcome in a developing country context. To
address recent calls of research to address thef@mployee outcome, this study examined the atiadi role

of employee outcome on the influence of HRM pradiand performance. Data was collected from 84
employee of a government organization. Seventy tei@8) filled the questionnaire and retuned the
questionnaire. Using multiple regression analybis tesult showed that HRM Practices have a sigmific
influence on organizational performance. Furtheimg stepwise regression analysis, the study ésitell that
employee outcome fully mediates the influence oMHBtactices on organizational performance.

Key Words: Human resource management practices, Employeemet Organizational performance, Coffee
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1. Introduction
The effects of structural change and competitiomeheontributed to Human Resource Management (HRM)
practices as a source of competitive advantageol&shin Strategic Human Resource Management (SHRM)
have suggested that an organization can use HigbrPance Work Systems (HPWS) or HRM practices to
drive organizational performance (Jackson and ®chtB95; Huselid, 1995). These scholars arguehtnaian
resource management practices reinforce the expéetieaviors leading to reduced turnover and prodtyct
thereby enhancing performance (Huselid, 1995).

Our research differs from previous studies in sgivamys. First, in contrast to most studies whicbhuw within
the context of industrialized western economies, phesent study focused on HRM practices in devedpp
economies. Second, consistent with latter thatgeeghat combination of HRM practices as opposedsiogle
practice account more for performance, we examanbedndle of 4 practices as opposed to a singldipea¢n
addition, studies have provided evidence on thetiozlship between HRMP and performance; few stuke®
taken into consideration the complexities in whichorganization creates value through a seriestefviening
or linked constructs. Becker and Gerhart (1996¢edrthat the mechanism by which human resourceidasi
create and sustain value are complicated and nbungerstood. In a similar vein, Guthrie et &004) noted
that few studies have not addressed the questitmfasw this occurs and refers to this limitatien‘lslack box’.
To this end, the study departs from previous stublieintroducing employee outcomes as a mediatam@able.
Specifically, we examined; (1) the relationshipvie#n HRM practices and performance, (2) the medjati
influence of employee outcome on the relationsleimieen HRM practices and firm performance.

2. Human Resour ce M anagement Practices

Despite significant progress in developing andingsthe concept of HRM practices, scholars havkedaio
reach consensus on actual meaning of HRM practiSedolars emphasize that HRM practices can be
considered from three distinct perspectives: us@akstic, contingency and configuration. Proposeat
universalistic approach uphold that some HRM pcastiare better than others, commonly referred tbest
practice’ and all organizations should adopt thesetices (Osterman, 1994, Pfeffer, 1994; Tsuglefil997).
Scholars taking this view have focused on practsteh as participation, empowerment, incentive gayning
and skill development, innovative work practicestsas teams, job rotation, quality circles andltqtality
management. The universalistic or best practices wdvocated by Pfeffer (1994; 1998). His argunebiised
on the notion that some HRM practices are alwaytebéhan others that all organizations should adlogse
practices to improve on profitability. Pfeffer (19initially identified sixteen HRM practices assated with
organizational performance. However, subsequendiegusimplified these practices into seven prastid hese
are employment security, selective hiring, self-agad teams, compensation based on performancesede
training, reduction in status differences and infation sharing. Scholars taking this view have &etlion
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practices such as participation, empowerment, ineemay, training and skill development, innovatiwork
practices such as teams, job rotation, qualitylesrand total quality management. Huselid (1998rred to
human resource practices as high performance waiitipes such as recruitment and selection, ineestand
compensation, performance management, extensiviogeapinvolvement and training. A major setbackhis
approach is that the theory has not been ablestdyjicases where the said practices have failddad to high
performance. In contrast, to best practices approde contingency approach, postulates that HRattmes
depends on internal and external context of whiwh drganization operates (Wood, 1999). The contioge
theory explains how a number of human resourcetipescare consistent with different strategic posi and
how these practices relate to firm performance &ehand Jackson, 1987). Contingency theoristseatigat, in
order to be effective, an organization’s HR pragicust be consistent with other aspects of thenizgtion.

Since the late 1990s, configuration approach hasedgorominence. This theoretical perspective vielirM
practices as a combination of practices or ‘buridifeglying that combination of various practicessha greater
advantage on performance than isolated effect (Mie®) 1995; Ichniowski et al 1997). The configtioa
approach posits that combination of HRM practigeglifferent forms has a greater effect on orgaionat
performance has a greater effect than when practice explored individually (Ichniowski et al. 1997
McDuffie (1995) argues that the strategic link be¢w different HR practices to performance doesmatlve
individual practices but interrelated and interpahctices called bundles, this means that therevareus
configurations of HR practices that go hand in hand enhancing a firm’s competitive advantage dépem a
bundle or set of HR practices configured togetielopting the configuration approach Boselie, e2@05)
submitted that the most studied HRM practices cdsapof training and development, pay and reward, an
performance management.

3. Human Resour ce M anagement Practices and Perfor mance
Drawing on configuration approach, Huselid (199%id&d the impact of HRM policies and practicesfiom
performance. He found that these practices hasg@mificant impact on employee outcome (turnoved an
productivity) and on overall performance. His stuthplies that HRM practices have an impact on eygdo
outcome. Huselid et al. (1997) using a sample @8 BJS firms, evaluated the impact of HR managers
capabilities on HR effectiveness and capabilitiesl &mpact on corporate performance. They found that
effectiveness was associated with capabilities attributes of HR staff and that a relationship txisetween
HRM effectiveness, productivity, and cash flow andrket share. Wright et al. (1999) examined theaich of
HRM practices (selection, training, compensation g@erformance appraisal) and participation of fiiah
performance of 190 US petro-chemical refineriese Tésults indicated the existence of a direct igeahip
between training and compensation with workforcetivation. They also found that in highly particijvat
systems, human resource practices (selection, amapen and appraisal) are positively related tonfi
performance. In a related study, McDuffie (199%d&d human resource bundles of HRM practices andd
that the bundles affect performance not as aniiddaf but as a group. Fey et al (2000) studiedr¢egtionship
between human resource management (HRM) practimbsha performance of 101 foreign-owned subsidiarie
in Russia and found that investments in HRMP hawirgpact on performance.

Wan et al. (2002) studied six HR variables (trajnistaffing, empowerment, performance appraiséal design,
and performance-based pay) on financial performamd®1 Singapore Companies. Their results indettet
different HR bundles have a positive influence egamizational outcome such as HR-performance-ensgloy
productivity, job satisfaction and commitment. Skedl et al. (2008) examined the relationship between
compensation, promotion and performance evaluatiorperceived employee performance among university
teachers in Pakistan. The results of their studjicated a positive relationship between compensatio
promotional practices and perceived employee pexdoce while performance evaluation was not pogjtive
correlated with perceived employee performancea talated study, Osman et al. (2011) demonstthtecthe
effectiveness of implementing HRMP in a company sdaedeed have a major impact towards a firm’'s
performance. The findings also show that HRMP havémpact of nearly 50 percent on firm performaroe.
their study, Nayyab et al. (2011), established thRtMP contribute to bank performance. Further tbsults
indicated that training, employee participation decision making was significantly related with bank
performance. Unlike studies that have examinedrthgence of each practice on performance, theexrstudy
examines the practices as a bundle of practicastheguurpose of the current research the followipgothesis
was formulated:

H.: HRM Practices are positively related to organipatl performance.
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4. The mediating influence of employee outcome on the relationship between Human Resour ce
Management Practices and Firm Perfor mance

Empirical research suggest that HRM practices syl to offer an array of benefits including comiment
competency and flexibility, improved staff performea, organizational performance (Huselid, 1995, Kand
McGrath, 1996) and are negatively related turndyrselid, 1995). Employee outcome has been stubjed
scholars and has been conceptualized and measuredrious ways. Common to all conceptualization of
employee outcome is the link between employee omtcand performance. Although previous studies have
examined organization citizenship behavior (OCHBjedive commitment and job satisfaction as medati
variables in the relationship between HRM practiaad performance, the results have yielded mixedlte
(Kehoe and Wright, 2013)According to Meyer and Smith (2000) HRM practicex gpolicies have been
suggested as influencing factors that increase narggon commitment. Although previous research has
addressed the key role of employee outcome, igttlenown on the role in a developing country cohtéx state
corporations, HRM practices are viewed as a mehret@ining employees and improving the qualitysefvices
offered by the employees. It is suggested thosdmmes who perceive to be managed with HRM prastire
likely to express increase employee outcome sudiffastive commitment (Kehoe and Wright, 2013). Wau
(2009) posits that employee outcome is an interargdbutcome of HRMP- performance relationship. OCB,
perceived organizational support, commitment, emygHointentions and organizational support, employee
engagement are commonly studied employee outcamtée link between HRM practices and performanks.
stated by Kehoe and Wright (2013), increased lesélsommitment are then likely to affect organinatl
performance.Based on the discussion, the following hypothesis formulated

H,. The relationship between HRM practices and orgaiornal performance is mediated by employee outcome.

5. Methodology
The target population consisted of 215 employeem fCoffee Research Foundation (CRF) in Kenya. The
organization is a state corporation and was seldmeause of improved performance recorded in puswears
(Performance Contracting Year 2013-2014). Usingtisied sampling a total of 84 questionnaires were
randomly issued for a period of 2 months. A totall® employees responded yielding a response fa82.&
percent. Our response rate is consistent withrathesey-based studies of HRM practices or HPWXkBe
and Huselid, 1998). Thus, the response rate waptaile.

M easur es

Dependent variable: Organizational performance was measured using réeptial measures. The use of
perceptual measures was informed by the fact tmatfitm under study is a government organizatitwst
financial data was not easily available. Huselii9@) and Guthrie (2001) found that there was litiféerence
between objective and subjective measures. Gu(Bfiel) found that the correlation between subjectind
objective measures could be as high as 0.81. Thekeg suggest that researchers should not viexctioice of
subjective measures as a second-best alternativiedteiad, the researcher should weigh the trasldaffween
subjective and objective measures against the ngsezontext to determine the most favorable undher t
circumstances (Richard et al. 2009). The itemsehabnbach alpha of 0.914, thus a good measutbdastudy.

Independent variable: A 24-scale item was used to measure HRM practicespdhses were rated on a five
Likert-type scale with anchors, 1-‘Not at all’ te'té a very large extent’. The measures were ctaddrom
previous studies (Huselid, 1995; Kehoe and Wrigf,3) in SHRM and modified to suit the context o t
study. The Cronbach Alpha Coefficient of the 24vitmstrument was found to be 0.864 which indicatésghly
reliable scale.

M ediating variable: Employee-outcome, the mediating variable was nredson a 13-item scale adopted from
extensive literature review measured on a five fpagale. The scale had a cronbach alpha of 0.89&hwh
represents a good reliability. Is it possible tethy elaborate what is employee outcome?

6. Resultsand Analysis
A multiple linear regression was employed to exanthre effect of 4 HRM practices on performance.tihd 24
items measuring the 4 HRM practices were combintala single index score, HRMP for purpose of tgsthe
mediating effect of employee outcome on the retetiip between HRM practices and performance. The
mediating effect was examined in four steps as astgg by Baron and Kenny (1986). Table 1 presémts t
demographic characteristics of the 78 participants.
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TABLE 1 Demographic Profile of the participants

Variables Values Frequency
Gender Male 75.6
Female 24.4
Age Group <25 17.9
26-35 34.6
36-45 19.2
46-50 20.5
>50 7.7
Education
Primary 3.2
Secondary 29.
Professionaltifieates 14.1
Diploma 81
Bachelors A4
Masters 3.8
PhD 3.8
Length of Service <3 7.7
4-6 17.9
7-10 42.3
>10 32.1

Table 1 shows that 75.6 percent of the respondeeits male, while women were 24.6 percent. The ritgjof
respondents were between 25-35 years (34.6 perardty.7 percent were more than 50 years. For #duaca
level 29.5 percent had a secondary school cettéficborming the highest number and the least westdvimand
PhD with a combined 7.6 percent. On length of servmajority of employee had served in the orgdiumdor
7-10 years implying that they had good knowledgel®M practices in the company.

Hypothesis Testing

The reliabilities and correlations of the studyizhbles are presented in Table 2. The bivariatelteegudicate a
significant relationship between broad-scale humesource management practices, employee outcome and
performance. Human resource management practices paasitively correlated with employee outcome
(r=0.629, p<0.05), employee outcome and performains8.596, p<0.05) and performance and employee
outcome (r=0.430, p<0.05).
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Table 2: Reliabilities and Correlations

Variable Cronbanch Alpha
Coefficient
1 2 3

HRM .864
practices 1
Employee .895 "
outcome 629 1
Performance

914 Fk Fx 1

: 430 .596
**P< 0.05
Cronbach Alpha Coefficient =0.903
N=78

A simultaneous multiple regression analysis waglooted to examine Hypothesis 1. The linear comlinaif
HRM practices explained 21.7% of the variance irfqgenance, F (5.068, P<0.05). However, of the 4 HRM
practices, compensation was found to be signifiq@s0.306, t=2565, p<0.05) and recruitmeft=Q.356,
t=1.747, p<0.05). Therefore, compensation and recemt emerged as significant predictors of perfamoe.

TABLE 3: Results of Regression Analysis of HRM piegs on Organizational performance

Variable B t P-Value
Constant 430 6.894 .000
Recruitment .356 1.747 .085
Training -.242 -1.196 .236
Compensation .306 2.565 .012
Performance Appraisal -.009 .083 934
R=0.466

R*=0.217

Adjusted R=0.174

F=5.068*

Notes: All variables were measured on a 5 poirrtikype scale. *P<0.05

Hypothesis 2 suggested that the relationship betwHeM practices and organizational performanceeésliated

by employee outcome. Following the convention fssessing mediation effect, (Baron and Kenny, 198@),
24-items measuring the 4 HRM practices were contbinto a single index score. In model 1, we fiestéd
whether the independent effect (HRMP) had an effecfirm performance. The model confirmed that HRMP
accounted for 18.5% of the variance in organizaligrerformance, F=17.207, P<0.05. In model 2, vetetk
whether the independent variable accounted forvér@tion in the presumed mediator (Employee-ou&om
HRMP accounted for 39.5% of the variance in empdogetcome, and overall model was significant (F649,
P<0.05). In model 3 we tested whether the mediatmounted for organizational performance. Employee
outcome explained 35.5% of the variation in orgati@nal performance. In Model 4, we tested whethie,
independent variable accounted for firm performamwdeen controlling for mediation. As shown in Talt,
HRMP accounted for 36.0% of the variance.
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The beta values for model 1, 2, 3 are significaMhen controlling for the mediator (employee outcyrime
model 4, HRM practices becomes insignificapt@.091 p>0.05), while the mediator, employee outedma
significant predictor of organizational performan@e0.538, p<0.05), suggesting full mediation. Theralso
an observed in reduction in beta from step=0.430 when HRM practices and when controllingdomployee
outcome B=0.091 (beta change=0.339). Thus Hypothesis 2swagorted.

TABLE 4. Results of Regression Analysis of Humasotgce management practices and Employee outcome on
firm performance

Dependent Independent Variables R? F-value B

Firm performance HRMP 185 17.207 * .430*

Model 2

Employee outcome HRMP 395 49.679* 538*

Model 3

Firm Performance Employee Outcome .355 41.760* .596*

Model 4

Firm Performance Employee outcome .360 21.064* .538*
HRMP .091

*P<0.05

Discussion

The primary purpose of this study was to inveséght relationship between HRM practices and orgdioinal
performance; and explore whether the relationshis wirect or through the mediating effect of emply
outcome. The results support the relationship eéehiHRM practices and performance, and an emesgiagm
of research has began to call for empirical workvmre proximal relationship in HRM practices chéecker
and Gerhart, 1996).

Hypothesis 1 predicted that HRM practices are p@dit related to organizational performance. Theuhs of
bivariate correlation in Table 2 shows that a datien of 0.462 between HRM practices and perforcearin
addition, the regression results in Table 3, suppiat HRM practices positively influences perfomoa. In
general our findings provide evidence that a refethip exists between HRM practices and performahbe
findings support previous empirical research studieat demonstrated a positive relationship betwéRiM
practices and organizational performance (Husdl@95; McDuffie, 1995; Huselid et al. 1997; Wright a.
1999; Fey et al. 2000; Shadzad et al. 2008, Nagaah 2011). The results of the multiple regressinalysis
revealed that of the 4 HRM practices examined; aniypensationE0.306, p<0.05) and recruitmeifit=0.356,
p<0.05) were found to be significant predictors p#rformance, while trainingf€-0.0242, p>0.05) and
performance appraisap£-0.009, p>0.05) had no significant effect on perfance. Sub-hypothesis 1a and 1c
were supported. The insignificant association canatiributed to the cost incurred in investing riairting.
Drucker (1999) argued that training is an expensiag of attempting to enhance employee productivitye
results of their study are consistent with Shadeadl. (2008) who found a negative correlation leem
performance evaluation and perceived employee pa&ioce.

Our study differs from previous research, in thaested for the mediating effect of employee ootemn the
relationship between HRM practices and organizaliperformance. Although this relationship has biested,
to some extent in western context we are able tenelxthe empirical in a developing country contért.
addition, the findings indicate that employee ouaies fully mediate the relationship between HRM ficas
and performance. Our results are closely relategritr studies such as Kehoe and Wright (2013) fdumd
that affective commitment partially mediates thiatienship between high-performance HR practice@egtion
and organization citizenship behaviour and fullydmtes the relationship between high- performané® H
practices perception and intention to remain indtganization.

A few practical implications can be inferred frohetabove findings. This study supported the hysishthat
HRM practices positively and significantly influeex performance. This implies that HRM practices can
enhance performance and therefore, organizatiooglédhimplement recruitment and selection, compensat
training and development as bundles. The resulteeragaheoretical and empirical contribution in aeleping
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country context. Furthermore, the study builds tudigs that have supported the configuration thebat
propose that combination of HRM practices in défg forms has a greater effect on organizational
performance than when practices are explored iddatly. The study provides support to the growingly of
knowledge and research that attest to the impagtahintegration of HRM practices.

Study Limitations and Directionsfor Future Research

While this study makes several contributions, thare number of ways in which it can be improved and
advanced from a methodological and theoreticalpgeative. First, the respondents were employeessiigle
institution posing a problem of generalizabilityn@ther problem lies to the responses to the questichich
relied on the likert-type scale. Bollen et al (2p@mongst others intimate that reaction of respotediafluences
the respondents, mean that some people tend toegiveme answers whereas others prefer cautiowgeass
To mitigate this limitation, the study relied on gloyees reports as opposed to managerial repdrré-studies
should consider a number of organizations to pmwadasis for generalization. Second, this study looked

at perceptual measures of performance.

Notwithstanding the limitations mentioned aboves turrent study contributes to the understandingtrategic
human resource management and especially on theeimcke of HRM practices and employee outcome on
performance. The study also does hold implicat@rfdture research on HRM practices.
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