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ABSTRACT

In this study, employee performance management (Bjfems are investigated. It is
proposed that a PM system’s purpose can be position a bipolar continuum from a strong
performance orientation to a strong developmemnoation. Further, it is suggested that PM
system purpose relates to industry characterisiitsalso to PM system’s effectiveness in
terms of (1) increasing performance and (2) fosteemployee development and motivation.
Analyses based on data from 319 Belgian organissitieveal that organisations operating in
more competitive markets tend to have a PM systétim & stronger performance oriented
purpose, at the expense of a stronger developnranted purpose. Relating PM system
purpose to PM system effectiveness, our study atdg that PM systems with a stronger
development oriented purpose are more effectivéostering employee development and
motivation. In contrast, the strength of a PM systeperformance oriented purpose did not

relate to higher effectiveness in terms of increggierformance at various levels.
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INTRODUCTION

Increasing the effective use of human capital igaarsations is an important
challenge for the HR function. Employee performamamagement (PM), referring to a range
of activities engaged in by an organisation to @echathe performance of a target person or
group (Denisi, 2000) is an important organisatigakess to deal with this challenge and has
become a core theme within strategic HRM (Bos&laguwe & Den Hartog, 2004). While the
importance of PM is uncontested, several investigatindicate that putting PM into practice
is a challenging endeavour (see e.g. Armstrong &Ba2004; Latham, Almost, Mann, &
Moore, 2005; Latham & Locke, 2006). Latham, Almadgtann and Moore (2005), in their
review of recent developments in performance mamagé argue that:

“The primary purpose of appraising and coaching @ygés is to instil in them the

desire for continuous improvement. Yet the outcofrmaany performance appraisals

is frequently a decrease rather than an increasearformancé (Latham et al., 2005,

p. 77)

Their conclusion at least suggests that making RMrfrmance management)
systems effective in organisations is a challemgkthat, though the past decades of research
have led to improvement suggestions, there isastitit to learn and understand on how PM
takes shape in organisations and how it impactfopeance at the individual, team and
organisational level.

Recently, several scholars have made suggestiopsoomsing routes for such further
research. Fletcher (2001) identified several theimeke developing research agenda for the
PM field: the nature of appraisal, focusing on #ppraisal content and the process, and the
context in which appraisal takes shape. Den HaBogglie and Paauwe (2004), in their PM
model, link performance management related HRMtjmes to organisational performance,
emphasising the mediating role of line-managemenvslvement and employee perceptions.
They also stress the importance of contingencies) as organisational contextual factors, on
how PM takes shape and affects performance in ma@ons. Finally, Levy and Williams
(2004), based on a review of more than 300 artictes this field, argue that there appears to
be a reasonably large set of distal variables sgctechnology, HR strategies, and economic
conditions that are potentially important for urgtanding the appraisal process, but which

have received little research attention.



The aim of this study is to respond to the callffother research on the PM context
and its relationship with PM effectiveness. Moresdfically, this study builds on and
contributes to the existing body of knowledge onpkyee performance management in
several ways. First, a model is proposed in whithdystem effectiveness (in terms of the
ability to increase performance levels and employestivation levels) is linked to the
purpose of PM systems, which in turn is assumebetanfluenced by contingencies in the
economic environment. Furthermore, the model is isocally tested based on extensive

industry and PM-related data from more than 30@uigations.

Before elaborating on the design of the study arekgmting and discussing the
empirical findings, the central variables in the deband the hypothesised relationships

between them are defined.

PM SYSTEM PURPOSE AS CENTRAL CONSTRUCT

Before elaborating on the concept of PM system gaepit is necessary to first define
performance management. Several definitions ofopeidince management exist. This is not
surprising because performance management retattistinct management domains such as
strategic management, management control and huesanrces management.

This study focuses on performance management sgstlat primarily aim to
influence performance levels at the employee leWdtile the ultimate aim is to improve
organisational effectiveness by managing perforraatthe employee level (Heinrich, 2002),
the focus is not on systems for managing orgawisati performance as such (Williams,
1998). This approach is in line with DeNisi’'s (2Q00tion of performance management. He
links performance management to a range of a@sjitengaged in by an organisation to
enhance the performance of a target person or gmitip the ultimate purpose of improving
organisational effectiveness. Processes that thimvithis definition are for example policy
deployment (i.e. setting of corporate, departmeméam, and individual objectives); the use
of performance appraisal systems, appropriate wwaategies and schemes; training and
development strategies; feedback, communicationcaaghing; individual career planning;
etc. (Roberts, 2001).



The notion of PM system purpose refers to the tidan, the underlying objectives of
introducing a PM system as a whole, rather thaleatig specific PM related practices and
policies. The notion of purpose draws on what Calf2004) and Becker & Gerhart (1996)
refer to as guiding principles. Such guiding pmtes characterise systems at a higher level of
abstraction than policies and practices do. Col@8®4) argues that principles are especially
useful to describe complex systems. Complex systesush as performance management
systems, are generally characterised by two fesit(i¢ a large number of interacting agents
and (2) the presence of stable, observable emepgeperties (Morel & Ramunujam, 1999).

PM systems get introduced in organisations forowerireasons and with different
ultimate objectives in mind. Armstrong and Baro(1998) findings on PM practices in the
UK suggest that some systems emphasise a develbpmented guiding principle and that
other systems emphasise a performance orientethgyidinciple. This distinction reflects a
wider debate between what Guest (1987), Storey2)188d Truss et al. (1997) called the
‘soft’ and the ‘*hard’ approach to HRM. The ‘sofparoach to HRM emphasises the employee
and stands in the tradition of the human relatisosool (Brewster, 1994). In this high-
commitment approach, high-quality training and depment are emphasised because the
human resources and their competency developmentaisidered key to organisational
success (Bach, 2000; Druker, White, Hegewisch & ngayl996). The ‘hard’ approach puts
the main emphasis on strategic business objectassd,treats ‘human resources’ like any
other factor of production without according it @n priori central status in achieving
competitive advantage (Druker et al., 1996). Brew1994) observed that, in the ‘hard’
version of HRM, the word ‘people’ is often subst#d for ‘employee’ to reflect the fact that
relationships may be based on outsourcing, subacitig and franchising. The two
approaches are of course not necessarily contoaglicAs Legge (1989, 1995) indicated, in
high value-added industries a strategic approaamployment might very well resemble the
‘soft’ approaches of high commitment and high depeient.

Transferring this broader HRM debate to the pertorce management area, we
propose that PM systems, as they take shape imgamisation, can be characterised on a
bipolar continuum from a strong performance oridrgarpose (the hard approach) to a strong
development oriented purpose (the soft approachiis,Treflecting the underlying guiding
principles, our concept of PM purpose characterREssystems on a bipolar scale with a
strong performance oriented purpose and a stromgla@ment oriented purpose on the
extremes of the scale and a balance between thpumposes in the middle position. Systems

with a strong performance oriented purpose putangtemphasis on objectives and results to
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obtain, while systems with a strong developmengrdgd purpose put a strong emphasis on

employee and competency development.

CONCEPTUAL FRAMEWORK AND RESEARCH QUESTIONS

Figure 1 shows the conceptual framework that guithesiresearch. The central box
refers to PM system purpose. Colbert (2004), iowdising the use of principles in describing
complex systems, argued that systems, including thaeding principles, evolve and adapt

with its contextual environment.

Insert Figure 1 about here

Among the contextual variables that may influenneogganisation’s HRM strategy
and consequently PM system purpose, several auitbe@nsified industry characteristics as
one of the relevant elements within the businesg@mment (Fields, Chan, & Akhtar, 2000;
Hendry & Pettigrew, 1990; Jackson & Schuler; 19%%)cusing on PM systems, Boselie et al.
(2004) suggest that PM purpose might relate tesgeeific organisational context. Three such
industry characteristics are competitive presssee (e.g. Armstrong, 2006; Fields, Chan &
Akhtar, 2000), technological turbulence (Jaworskkéhli, 1993; Song, Droge, Hanvanich, &
Calantone, 2005) and market turbulence (Dobni &fain, 2003; Segarra & Callejon, 2002).

Specific insights on how PM systems are influenbgdsuch industry characteristics
are however very scarce. Considering the competfiressure dimension, Stace and Dunphy
(1991) found that level of competition in the eoviment relates to the use of different types
of human resource practices. Looking at PM oriémat Boselie et al. (2004) suggest that
hard performance management orientations might bee mased in industries with fiercer
competition where the pressure to increase prodtctor quality are high. Because our
model contrasts between performance and developorestited purposes, this proposition
also implies that stronger competition would weak®n development oriented purpose. One
argument could be that stronger competitive presswould force organisations to improve
performance in the short term, putting less emghasiemployee development, which seems
beneficial to company performance only in the lomym. Though contrary to their
expectation, Fields, Chan and Akhtar (2000) founppsrt for such a relationship in their

study on the relationship between organisationatteod and human resource management



strategy in Hong Kong firms. Based on this arguagéon and preliminary empirical findings,

the following hypothesis is proposed:

Hypothesis 1: Organisations active in more competiindustries will have a stronger
performance oriented PM system purpose than orginiss in less competitive

industries.

Other important industry characteristics are tetdgioal and market turbulence.
While the first refers to the rate of technologichnge, the latter refers to the rate of change
in the composition of customers and their prefegsri¢ianvanich, Sivakumar, & Hult, 2006).
Both imply a less predictable environment in whtble agility of the organisation and the
workforce (Paauwe, 2004) becomes more importantstiwive in such an environment,
organisations need to adapt to and to embracecsmai@ntal changes through a continuous
learning approach (Moorman & Miner, 1997). An agileganisation (see Dyer & Shafer,
2003) implies a very fast and efficient adaptivarféng organisation, encouraging multi-
skilling, empowerment and reconfigurable teams amdk designs. Under such a system,
Paauwe (2004) argues, HRM practices focus partigulan employee development, the
encouragement of learning and knowledge managent@ansequently, the following

hypothesis is proposed:

Hypothesis 2: Organisations active in industriesreltterised by stronger market and
technological turbulence will have a stronger depehent oriented PM system
purpose than organisations active in industriesrelaterised by weaker market and

technological turbulence.

A final box in the conceptual model is called PMeefiveness. It refers to the
effectiveness of several PM system objectives aduated by HR professionals. Next to
assessing how well different aspects of PM areuatatl, another objective is to exploring the
relationship between PM effectiveness and PM syspempose. The two aspects of PM
effectiveness that were investigated reflect ag@fundamental distinction between the hard
and soft HRM approach. The effectiveness dimengiat taps into the hard approach
assesses the extent to which the system has intreedormance at the employee and
organisational level and the extent to which theteasy has strengthened a performance and

result driven culture. The second dimension taps ihe soft effectiveness and assesses the
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extent to which the system has contributed in damg employee development by
strengthening employee competencies, enhancing ogemwl| support and in fostering
employee motivation.

These two effectiveness dimensions are expectebetdlifferently related to PM
system purpose. More specifically, PM systems \itstrong performance oriented purpose
(low scores on the PM purpose construct) are egpetie more effective in terms of
improving performance at various levels and inrgjteening a performance and result driven
culture. In contrast, PM systems with a strong tgraent oriented purpose (high scores on
the PM purpose construct) are expected to be mffeetige in terms of strengthening
employee competencies and fostering employee nimivai.e. the soft effectiveness

dimension. Consequently, the following two hypathe are proposed:

Hypothesis 3: A stronger performance oriented Pltey purpose will be positively
related to hard PM system effectiveness, i.e. the §ystem’s ability to improve

performance at various levels and to strengtheerdiopmance oriented culture.

Hypothesis 4: A stronger development oriented PMesy purpose will be positively
related to soft PM system effectiveness, i.e. the dystem’s ability to improve

employee motivation and competency levels.

METHOD

Data collection and sample characteristics

HR practitioners from 1,500 Belgian organizationsrevcontacted using a list of HR
professionals who subscribe to the leading BeldiHR related professional magazine.
Respondents were encouraged to fill out the subyepromising them a benchmark report
based on the study results. After deletion of rembisurveys with substantial missing values,
319 cases were used in the analysis. This repeesemesponse rate of 21%. The largest
proportion of the sample is made up of private oiggtions (85.1% of the sample), while
10.7% of the responses came from public compaMesed organisations provided 2.6% of
the sample and 1.6% described themselves as besmme other category. From the private
companies, 37.2% are quoted on the stock exchdmgemajority of the sample is active in
the services industry (76%), while 24% is mainlgaged in production activities. Looking at

the headquarters of the organisations involved2%6reported their headquarters to be in
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Belgium. 26.1% have headquarters in another Europeantry (other than Belgium). Of the
other continents, North-America ranks highest (%2.4

The sample also shows quite some variance in nuofbemployees. Ten per cent of
the responses were received from companies witre tttan 5000 employees, 15.4% has
between 1000 and 5000 employees and 29% betweear2b60@000 employees. 16.3% were
medium-sized organisations (50-250 employees) ant2 were small companies.

The sample also covers a fair distribution of iridas. There are however some
industries more present than others. The higheastedh are: Business services (28.3%);
Telecommunication, ICT and internet (9.1%); Metahdamechanics (5.3%); Public
administration (5%); and Chemistry (5%).

Measures

An eight page survey was developed mapping emplggfrmance management
practices and processes, including sections omma@t#onal and industry characteristics, PM
system purpose; the performance review procesqdtiermance appraisal process, appraisal
implications, evaluation of various components loé tsystem and future challenges. As
suggested by Wright & Boswell (2002), in the desajnthis study, a lot of attention was
devoted towards measuring the relevant construcis reliable way. Below, the different
scales that were used to measure the construttaréhancluded in our model are presented.

Industry characteristicsAn eleven-item scale, developed by Jaworski andliKoh
(1993) was used to assess industry characterigid¢aze-point Likert scale was used with
scale points ranging from ‘strongly agree’ to ‘sigty disagree’. Factor analysis confirmed
the three underlying factors proposed by Jaworski Kohli (1993).Competitive pressure
was measured by four items (e.g. ‘Competition iniadustry is cutthroat’) of which one has
been reverse coded. Reliability for the scale (Bamh’s alpha) was .634arket turbulence
was measured by three items (e.g. ‘Our customadsttelook for new products all the time’)
and reliability for the scale (Cronbach alpha) w&$8. Technological turbulencewas
measured by three items (e.g. ‘A large number of ppduct ideas have been made possible
through technological breakthroughs in our indu¥to§ which one has been reverse coded.

Reliability for the scale (Cronbach alpha) was .84.
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PM purpose.In order to get an insight into the underlying pased of various PM
systems, five bipolar items were developed thaicatd whether the PM system mainly
intended to increasing performance and result taiem versus increasing employee
motivation and development or both to the sameate@rated on a five point scale). These
items were partly based on questions developedamgrBand Armstrong (1998). Reliability
(Cronbach alpha) for this scale is .73. The itefnthese scales are provided in Table A-1 in
the appendix.

PM practices.Several descriptive measures were developed totheapctual use of
certain PM practices. The measures were developedollaboration with eleven HR
professionals from various industries and five perfance management experts to ensure that
major PM topics were included, taking into acconatv developments within this domain.
Table A-2 in the appendix shows a sample of thaseriptive measures. Respondents were
asked to indicate whether they used a certainipeaot not. For some questions respondents
were asked to give percentages.

PM system effectivenegsten item scale was developed to assess the igaess of
the PM system. The items reflect several PM systéfactiveness criteria and were derived
from interviews with HR professionals from elevesmpanies that have a strong interest in
employee performance management issues. Five pating scales ranging from ‘strongly
agree’ to ‘strongly disagree’ were used. Explomatéactor analyses showed two main
underlying factors, namely the effectiveness taease an organisation’s result orientation
and performance at various levels (five items, Gemt alpha reliability = .91) and the
effectiveness to improve employee motivation, depelent and collaboration (5 items,
Cronbach alpha reliability = .88). The items ofdbescales are provided in Table A-3 in the

appendix.

Analyses

In order to test the hypotheses presented befegeession analyses with standardised
variables entered into the regression were useel fifdt two hypotheses were simultaneously
tested by regressing PM system purpose on the thdesstry characteristics. The last two
hypotheses were tested using regression analysés respectively the hard and soft
effectiveness criterion as dependent variablesRivicourpose as independent variable. Next
to the regression weights, the squared correlatimt@een constructs were investigated to

assess the strength of the found relationships.
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RESULTS

Table 1 provides the basic statistics and interetations between the different

constructs in the model.

Insert Table 1 about here

The table indicates that the independent variadtescorrelated, varying from .25 to
.46, but not to such a degree that multicollingarisks to bias the regression analyses
findings. The two outcome variables show to bengftlpand significantly correlated € .60;
p < .01), suggesting that hard and soft PM systdectfeness go hand in hand. The mean
scores also indicate that current PM systems igiBelorganisations are not considered to be
very effective in terms of increasing performanevels (MS = 3.50) and employee
motivation and development levels (MS = 3.29). Tditer is even scored considerably less
favourable than the first.

Table 2 shows the results of the regression analysd were executed to explain the
impact of industry characteristics on PM systemppee and the relationship between PM

system purpose and PM system effectiveness.

Insert Table 2 about here

Looking at the results of the first regression gsial with PM system purpose as
dependent variable, the relationship between imgustaracteristics and PM system purpose
generally shows to be not strong. Only 3% of theawvece in PM system purpose is explained
by differences in industry characteristics. Sthiere is a negative and significant relationship
between competitive pressure and PM system purfBse -.16, p < .05), providing
confirmation for Hypothesis 1. Organisations theg active in more competitive markets
seem to implement PM systems that have a morerpsafece oriented purpose rather than a
development oriented one. Hypothesis 2 is howevetr supported, indicating that
technological (B = -.04; p > .05) and market tudmde (B = .08; p > .05) do not show to have

any impact on PM system purpose.

12



Although this was not an explicit objective of tlegidy, some exploratory analysis
were executed to find out how a different PM systeanpose reflects into different PM
practices such as characteristics of the performamwiew process (what is discussed
between supervisors and employees and how oftesh)itanimplications. To do so, PM
practices between companies with a strong perfocmaoriented purpose and a strong

development oriented purpose (based on 40 andréérgée scorings) were compared.

Table 3 about here

Some noteworthy differences appeared and are pessen Table 3. In strong
development oriented PM systems, formal intermedgsrformance feedback conversations
between supervisor and employees are foreseenastibiy more and competencies (both
job specific and generic) are more used as perfoceaevaluation criteria. In strong
performance oriented PM systems, performance isuned and evaluated more in terms of
guantitative targets and systems to formally casadgectives down through the organisation
are more in place. Incentive systems that rewatt balividual and collective performance
are also more frequently used. Another findingghet variable pay systems are frequently
used both in performance and development orientsigimis, but the bases on which variable
pay decisions are taken are clearly different. énfggmance oriented systems, variable pay
mainly reflects differences in individual perforntan In development oriented systems,
variable pay decisions reflects differences in cetapcies and skills.

The results of the other regression analyses @&e dable 2) with hard and soft PM
effectiveness as dependent variables indicateatipgirformance oriented PM system purpose
does not relate at all to the PM system’s abilitymprove performance at various levels in
the organisation. Thus, Hypothesis 3 is not supgorThe final regression analysis shows
however that a development oriented PM system erpe strongly related to soft PM
system effectiveness (B = .39; p < .01), providsupport for Hypothesis 4. This finding
suggests that a development orientation increabedPM system’s ability to improve

employee motivation and competency levels.
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DISCUSSION

The objective of this study was to examine the ti@iship between PM system
purpose and organisational context factors andvestigate the effectiveness of PM systems
in terms of their ability to increase performanexels and employee development and
motivation levels. Below, the major conclusionsvanafrom this study are discussed and
some potentially fruitful avenues for further resteare depicted.

A first research objective was to examine PM puepasd its relationship with
organisational context factors. By doing so, thisdg builds on Boselie’s et al.’'s (2004)
suggestion to collect further empirical data on #ppearance and underlying objectives of
PM systems and how these are influenced by the@maent organisations are operating in.
Regarding PM purpose as such, Armstrong and Bar®88) found that the emphasis in UK
PM systems is more on the soft side rather thatherhard side. In this study, although not
exactly the same items to tap into this issue wee, a different picture emerges. It seems
that in Belgian companies or Belgian subsidiariésnultinationals, PM’s performance
oriented purpose is more emphasised than the daewelat oriented purpose. This is also
reflected in the PM effectiveness evaluation. Phbéadter evaluated in terms of increasing
performance levels, rather than in terms of enmgnemployee development and motivation.
Still, both effectiveness dimensions are scoredeqgmoderately by HR professionals, indeed
indicating that making performance management systeffective in organisations shows to
be a challenge.

Assuming that strengthening competency and motimatievels would increase
performance in the longer term, this study suggestscurrent systems are more effective in
realising short term gains (increases in short tparformance), but are less successful in
increasing performance in the long run. Organisatithat focus more on the development
side (and that also show to be more successflilanrespect) show to pay more attention to
the intermediate feedback process between supesvesad managers and also formally
consider employee competency levels and skills valuating and guiding people. For
organisations that seek to rebalance their PM gystgentation, introducing such practices or
putting more emphasis on them might be useful.

Our findings also indicate that organisations respbtb competitive market pressure
by emphasising a performance oriented PM systemoger Surprisingly however, this study
does not indicate that applying such a performam@ntation actually helps in increasing

performance levels. Strong development oriented §9stems showed however to be more
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effective in increasing employee motivation and elegment levels. Since this soft
effectiveness is also related to hard effectiventmss study suggests that most opportunities
to improve the effectiveness of current PM systéagn the soft side. This finding is in line
with other authors suggestions about improving Bsteans’ effectiveness (see e.g. Latham
& Locke, 2006). It also indirectly confirms the ¢eai role of intermediate feedback between
supervisors and employees in motivating peoplg@raposed in Goal Setting Theory (Locke
& Latham, 1980).

Though this study provides some useful insights mw performance management
takes shape in a Belgian (Western European) comtedttriggers some further questions
about the effectiveness of such systems, it is iapbto consider the limitations of our study
design. First, a single source cross-section&aret design was used and conclusions were
drawn based on the input of HR professionals. Bezamost of the respondents are directly
involved in the development and implementation M Bystems in their organisation, this
research’s findings may be biased. It is therefongortant that future research also collects
data from other sources such as management (theisgns in the PM process) and
employees (appraisees in the PM process). Suchestothy shed another and richer light on
how PM is actually perceived and received in orgatnons. Secondly, because of the cross-
sectional nature of our study, this investigati@mot giving any further insights into how PM
practices and processes evolve over time. Longitddiesearch would therefore enable to
extend the current body of knowledge on PM systants more specifically on the issue of
how PM systems unfold over time in organisationsalfy, as proposed by DeNisi (2000),
both theory development and empirical research Ineaefit from multi-level analyses, where
information at different levels (such as organmaai, management, individual employee) is
combined to get a broader and more reliable picttiféM systems.

Next to these methodological suggestions, thisyspudvides some findings that raise
interesting questions about the way PM takes shagehas effect in organisations. The most
important one relates to the important issue of foayperformance. In this study, it showed
that organisations with a strong performance oe@énPM system make more use of
performance related variable pay systems and ithgiali and collective incentive systems.
However, these organisations did not rate their Bydtems effectiveness in terms of
increasing performance more positively. Thoughhertinvestigations are clearly needed, this
finding at least indicates that linking performameanagement and performance evaluation to
variable reward systems shows not to be the mogtortant driver of PM system’s

effectiveness. Gaining further insights on thisc#jgeissue and more generally on drivers of
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PM system effectiveness clearly deserve a placethenemerging research agenda on
performance management. Such further studies rhigjptorganisations in creating agile and
high performing organisations and it might help HRe profession in gaining credibility as a

strategic business partner.
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TABLE 1:

Means, standard deviations and correlations amongonstructs®.

Variable M SD 1 2 3 4 5 6
1. Competitive pressure 3.32 0.820.62
2. Market turbulence 3.62 0.80 0°31.69

3. Technological turbulence  3.36 1.00 0.25 0.46.84
4. PM purpose 281 071 -0.14 -0.05 0.08.73
5. Hard PM effectiveness 350 077 0.07 0.15 0.09.05 091

6. Soft PM effectiveness 329 078 -0.04 0.08 0.1232 0.60 0.88

d=N=319
P = Entries on the diagonal are Cronbach’s alphas.

¢ = Correlations > .11, p < .05; correlations > 4 .01; correlations > .15, p < .001
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TABLE 2:

Integrated regression analyses results

Dependent Variable

PM Hard Soft
purpose PM effectiveness PM effectiveness
Independent Variable B (S.E.) t-value B (S.E.) t-value B(S.E.) t-walue

Competitive pressure -16 (.06)  -2.67*

Market turbulence .08 (.05) 1.60

Technological turbulence  -.04 (.06) 0.67 -

PM purpose -.06 (.08) 0.75 .39 (.07) 5.57%*
R =.03 RF=.00 R=.11

--- = relationship not hypothesised

N =319
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TABLE 3:

PM characteristics for performance and developmenbriented systems

PM SYSTEM CHARACTERISTICS* Performance - Development

purpose purpose
PM system origin
PM system adopted from mother company 48.3 % 26.6 %
Formal performance related interviews
Intermediate performance follow-up interview for
) 30.0% 43.6 %
professional workers
Intermediate performance follow-up interview foudlcollar
179 % 33.7%
workers
2" intermediate performance follow-up interview foud
49 % 12.9%
collar workers
Performance evaluation criteria
Objectives cascaded down through the organisation 0.8% 46.8 %
Quantitative business targets for managers 63.3 % 6.7 %
Quantitative business targets for professionals 3 65. 34.7%
Generic-competencies for blue collar workers 430% 57.0%
Job-specific competencies for administrative wasker 43.7 % 56.3 %
Job-specific competencies for blue collar workers 2.6%%0 57.4%
Performance related pay implications
Variable pay based on individual performance fonagers 62.7 % 37.3%
Variable pay based on competencies and skills for
) 41.7 % 58.3 %
professional workers
Incentives based on individual performance (fonaggers,
) . 64.0 % 33.0%
professionals and admin. workers)
Incentives based on collective performance (foragans and
64.0 % 36.0 %

admin. Workers)

* PM system characteristics for which we foundistaally significant differences (based gh
statistic) between the 40 % organisations withsthengest performance purpose and the 40 %

organisations with the strongest development parpos
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FIGURE 1:

Research framework
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APPENDIX

Tabel A-1: PM purpose

The emphasis in our PM system’s purpose is on

Emphasis on... Equally
important

Improving result

) ] O O O O O
orientation
Focus on results
) O O O O O

to obtain
Info relevant for

O O O O O
management / HR
What employees

O O O O O
should do
Stimulating (internal)

O O O O O

competition

Emphasis on...

Improving employee
development

Focus on competencies
to develop
Info relevant for
employees

How employees do their
jobs
Stimulating

collaboration
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Table A-2: Sample items PM practices and processes

Please state which of the following conversationetween employees and managers are
organised with regard to PM systems

Mgt Prof Adm. Blue

i o o i - Goal setting

i o o i - Performance review

i o o i - First intermediate follow-up objectives

i o o i - Second intermediate follow-up objectives
O O O | - Formal evaluation review

i o o o - Other...

Please indicate which elements are covered in PMlagted conversations and documents

Mgt Prof Adm. Blue

i | o | - Values

i o o i - Formal generic competencies

| | | | - Formal job specific competencies
| | | | - Quantitative business targets

i o o i - Objectives on a team-level

i o o | - Result-based objectives

| | | | - Job description based objectives
o | | a - KPI's

| | | | - Training and development arrangements
O O O m - Career expectations

i | o | - Other...

Is your PM system systematically used as input fadhe following?

yes no
o o - Analysis of training and development needs
o O - Individual development plans (12-18 months)
o O - Individual career plans (2-5 years)

o O - Salary increases

o o - Bonus

o o - Other...
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Table A-3: Effectiveness to increase performance @remployee development

To what extent do you believe that your PM systenmusceeds in...

Performance - Enhancing the performance cultutieinvihe organisation

Improving result orientation
- Improving individual performance

- Improving organisational performance

Improving company strategy realisation

Development - Stimulating employee development

Strengthening employee competencies

Stimulating collaboration
- Enhancing employee support

- Motivating employees
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