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Abstract
Strategic Human Resource Management is becoming the preferred new way in
our world. In multi-national organizations and most enterprises it has become a
mandate. HRM is giving way to SHRM. Taking into consideration that this
transition is benefiting; SHRM is getting fairly wide acceptance worldwide. This
study is about its relationship with organizational performance in the Ethiopian
Shipping and Logistics Services Enterprise. The purpose of this study is to show
the effect of Strategic Human Resources on the organizational performance of
ESLSE. This study shows the use of SHRM components and practices in ESLSE.
The study is made in the Ethiopian Shipping and Logistics Services Enterprise.
The findings of this study are backed by document analysis, interviews, physical
observation, as well as questionnaires. Interviews have been made to sixteen of
the management employees. Questionnaires were distributed to 287 of the nonmanagement employees located in the Head Office. Random sampling was used
while selecting respondents from each stratum. Slovin’s formula was used to
calculate the sample size. The data gathered was analyzed using a software SPSS
22. Using this software the researcher has found that a direct relationship exists
between SHRM and Organizational Performance in ESLSE. The researcher has
also found out that the enterprise tends to be more lenient in its exercise towards
some components of SHRM. The organization needs to make serious changes as
to address its leniency in some regards which are mentioned. In ESLSE, SHRM
comprises of knowledge management and training, organizational climate,
devolvement, and performance measures. In this organization, most of the SHRM
components need improvement in their application. The researcher
recommended that HR department employees need to act as business partners
not mere subordinates of the HR department. HR department employees need to
add feasible value to the company. It is recommended that compensation and
benefit of employees is further studied and revised.
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CHAPTER ONE
INTRODUCTION
This first chapter deals with the background of the research as well as problem of the company. It
includes statement of the problem and objectives of the study, on which the main focus of this
study is mentioned. It also includes significance of the study and the study’s delimitations.
Therefore, this chapter can be considered as an overview of the study.

1.1

Background of the Study

There are always things around us that are taken for granted. Individuals, families, and other groups
all tend and strive to excel and stand out. Absence of improvement, betterment in aspects of life
could be taken as meaningless and also a failure. Everyone wants some sort of discipline, no sane
individual wants to always be left behind, one wants to excel, one wants to be better than others,
and wants to be an example where possible, absence of these can bring forth sadness or worse yet
deep resentment.
Likewise, it is taken as a fact of life that each and all organizations need to perform better, better
than they were the year or the half year before, and better than other companies, better than
previous time management. But the question mainly lies on what organizations need to do and
accomplish in order to be a better performer, or so to say in order to have a better organizational
performance. But even the greater question is how organizations know they are performing better.
How do or did they evaluate themselves to say that they are performing to a given expectation or
plan. One would ask what the concrete visible evidences are that tell that there is good
organizational performance. What measurement tools are organizations using to prove that their
performance is up to the needed and set standard.
Among other many things, an organization needs to utilize its manpower in a proper manner to be
a better performer, or to be a performer at all. An organization needs an approach for managing its
human resources. Whatever and however the management of an organization conceives Human
Resources Management (HRM) to be, it needs to commit itself to an approach for this field. As an
organization gets bigger and wider in scope, influence, reachability, commitment and size, long
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term goals must be considered as much as possible. This is where Strategic Human Resource
Management comes into play.
This discipline, Strategic Human Resource Management, covers the concepts and practices that
guide and align Human Resource Management philosophy, tactical planning and practice with the
strategic and long term goals of the organization, with a particular focus on human capital. It deals
with the macro-concerns of the organization regarding structure, quality, culture, values,
commitment, matching resources to future needs and other longer term people issues.
Sustainability and corporate social responsibility come within the ambit of this discipline,
especially with reference to organizational values and their expression in business decision making
(Wikipedia). The primary actions of a strategic human resource manager are to identify key Human
Resources (HR) areas where strategies can be implemented in the long run to improve the overall
employee motivation and productivity (Huang, 2001).
In Ethiopian Shipping and Logistics Services Enterprise (ESLSE) Balanced Score Card is used to
measure each departments’ and employees’ performance evaluation. Four aspects are taken into
account. Financial aspect, customer satisfaction aspect, internal business process aspect, and
learning and development aspect. Each department will be issued with its own KPI (Key
Performance Indicator) by the higher management. These KPIs will then be cascaded down to the
individual performance evaluation/ appraisal of each employee as an objective. The objectives set
will be informed to each employees, and employees’ agreements will be sought on that matter.
KPI setting and communication for performance evaluation is done semi-annually. Employee
performance appraisal is done semi-annually. Based on their evaluation results, employees will be
subject to bonus (with a maximum of their two months’ salary payment). Additionally, they may
be subject to salary increment and promotion.
This BSC based performance evaluation is done alongside another paper-based company tailormade employee appraisal. This appraisal is used for new employees, including new higher
management employees (since any new higher management will be subject to a probationary
period of six months), the appraisal will help as an evaluation tool to help decide whether the
individual can proceed or not with ESLSE.
Secondly, paper-based employee performance appraisal is used for all the sea going employees.
In ESLSE, the manpower assigned in and around the fleet is divided to two. These are sea-going
2

and shore-based. For the sea going employees, not only is the performance appraisal template and
procedure different, but so is the benefit allocation (before and after the appraisal) and promotional
opportunities. Sea going employees have their own separate rules and regulations, as well as
manuals and procedures. They are governed by these unique set of regulations.
Ethiopian Shipping and Logistics Services Enterprise (ESLSE) is a result of a merger of three
former public enterprises. The enterprises were Ethiopian Shipping Lines S.C, Maritime and
Transit Services Enterprise, and Dry Port Enterprise. This amalgamated enterprise came into being
following the issuance of Regulation by the Council of Ministers (Regulation No. 255/ 2011), and
is vested with the responsibility of rendering sea-transit and logistics services to the country’s
importers, exporters, and investors in a more effective and efficient way, by reducing transit time,
cost and handoffs.
As set out in the regulation issued by the Federal Government of Ethiopia in 2011 (Regulation No.
255/ 2011), the objectives of ESLSE are:
•

To render coastal and international marine and inland water transport services,

•

To render freight forwarding agency, multimodal transport, shipping agency and air agency
services,

•

To provide the services of stevedoring, shore-handling, dry-port, warehousing and other
logistics services,

•

To provide container terminal services,

•

To engage in the development, management, and operation of ports,

•

To establish and run Human Resources Development and Training center in the fields to
maritime profession,

•

To study the country’s import and export trade demand and thereby develop technological
capacity in order to render maritime and transit transport services,

•

To engage in other related activities conducive to the achievement of its objectives.

The vision of ESLSE is to provide competitive shipping and logistics services and to become the
preferred and renowned African logistics company by 2020.
The values are:
3

•

Reliability, transparency and accountability

•

Efficiency, productivity and professionalism

•

Readiness to learn and excel.

ESLSE is located in Addis Ababa, Ethiopia around Legehar. The area is customarily known as the
Old Train Station. The office is situated in front of the Head Office of the Ethiopian Insurance
Corporation.
Hence, the researcher has tried to see whether the existence of SHRM in ESLSE has contributed
towards the better performance of the organization. The existences of the relationship as well as
the type of the relationship are investigated.
1.2 Statement of the Problem
Now that the researcher has tried to see what SHRM and Organizational performance is, the
remaining question to ponder upon is how we then relate the practice of SHRM with
Organizational Performance. Can it really be established that a relationship exists between
Strategic Human Resources Management and Organizational Performance, if it does, what kind of
a relationship is there, which factor increases or decreases as the other does the same or the
opposite?
The researcher tried to see if a relationship exists between these two, he also attempted to see the
existence of SHRM will increase the organization’s performance, in this case, that of Ethiopian
Shipping and Logistics Services Enterprise. It is expected that mechanized work attitudes exist in
this company, including but not limited to the existence of SHRM and the effect of SHRM on the
Ethiopian Shipping and Logistics Services Enterprise’s overall performance.
Waiganjo, Mukulu, and Kahiri (2012) found in their study for the Relationship between SHRM
and Organizational Performance in Kenya’s Corporate Organizations that HR practice should and
does vary between organizations depending on business strategy or product market circumstances.
They concluded that competitive strategies are deemed strategic in linking HR policies and
practices to the goals of the business and the external context of the firm, and are therefore
contributing in different ways to performance.
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The researchers in this study have opted to use multiple items in order to assess the performance
of the organizations to be studied. The independent variable which is SHRM included resources,
training and development, teams and decentralization, sharing information, and incentives on
performance. The researchers also included moderating variables, which are the competitive
strategies including Cost led HR Strategy, Quality led HR Strategy, and Innovation led HR
Strategy. The dependent variables used was the firm performance with items related to profitability
and sales growth.
Jimoh and Danlami (2011) found in their study for the Relationship between SHRM and
Organizational Performance in the Nigerian Manufacturing Sector: An Empirical Investigation,
that strategic HRM was moderately practiced by the companies operating in the Nigerian
manufacturing sector. Results also indicate that line management devolvement, innovative
recruitment and selection system, regular training and development of personnel, equity based
compensation system, performance appraisal system, effective career planning system and a robust
employee participation in the organizations’ decisions and actions are the key strategic HR
practices that influence organizational performance in the Nigerian manufacturing sector. They
concluded that the practice of SHRM (according to their study: line management devolvement,
selection system, regular training and development of personnel, equity based compensation
system, performance appraisal system, effective career planning system and a robust employee
participation in the organizations’ decisions and actions) influence organizational performance in
the Nigerian manufacturing sector.
To measure corporate performance, the researchers used growth rate of sales or revenue, financial
strength (liquidity, reserve, borrowing capacity, etc.), return on equity, return on assets and
profitability. For the SHRM practices the researchers used alignment with business objectives and
strategies, line management devolvement and line management training in HR practices, selection
system, performance appraisal system, training and development system, compensation system,
career planning system and employee participation.
Asrat (2016) in her study for Assessment of Human Resource Management Practices towards
Organizational Performance: The Case of Addis Ababa University covered aspects related with
performance appraisal, employee training and promotion of administrative staff, even though the
title of thesis states the assessment of HRM towards organizational performance, she thoroughly
5

and completely worked on the employees’ side. In the research, practices of HRM were seen in
detail and comments have been made on them, the practices include performance appraisal system
for administrative staff in Addis Ababa University, training process for administrative staff in
Addis Ababa University, and the promotion processes and practices for administrative staff in
Addis Ababa University.
Ketema (2015) in his study for The Contributions of Strategic Planning to Organizational
Performance: The Case of Sululta Town Administration revealed that Sectors of the Town
Administration have had internal mechanisms. The study showed that the mechanisms helped the
sectors of the town administration for strategic planning. It enabled them to benchmark good
experience from other organizations. Based on the experience sharing, the sectors identified
weaknesses and strengths. The sectors identified these from the internal environment. Threats and
opportunities were identified from the external environment. The study commented on the fact that
not all stakeholders were communicated while setting the organizational values as well as the
strategic planning. The study also showed that there was a gap in participating wider level of
management and stakeholders in the course of designing the plan. It also showed that there was a
problem in exercising the components of strategic planning.
On this research, the researcher needs to see if the components of SHRM are directly related with
the organizational performance of ESLSE. This research tries to address the effective exercise of
SHRM in the selected organization, and the change that it has brought forth in the selected
organizational performance measures.
There are two basic research questions.
1. How is the relationship between SHRM and organizational performance in ESLSE practiced?
2. What kind of tools is used to measure the appraisal and performance of employees in ESLSE?
1.3

Objective of the Study

The main objectives of this research was to examine the effect of SHRM in the improvement of
an organizational performance. It sees the implementation of SHRM components in the
undertakings of the organization. The study also tried to see how SHRM has helped Ethiopian
Shipping and Logistics Services Enterprise in achieving better and improved organizational
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performance. The researcher has attempted to understand the types of tools used to measure the
organizational performance. It has also seen the tools used to measure performance evaluations of
employees.
The other objective is to examine the extent to which SHRM is practiced in the sector. The research
determined the degree of relationships among the different identified SHRM, it also covers the
SHRM practices vis-à-vis ESLSE’s performance.
1.4 Significance of the Study
The research is significant for various causes and various bodies. The research figured out a
relationship and understood the effect of SHRM on ESLSE’s Organizational Performance. This
helps the management of the organization to understand the effect of SHRM, and help it make
decisions as to whether to strengthen the existence of SHRM, which aspects of SHRM should be
upheld, which should be improved and so on. The research also saw other factors that may improve
ESLSE’s performance. The thesis may be used as a stage for researchers to make other findings
for other companies. Additional findings can be made with regards to the relationship between
Strategic Human Resources Management and Organizational Performance.
1.5

Delimitations of the Study

One obvious limitation would be that the thesis is delimited to the confines of ESLSE. Also, the
research is made on the organizational performance of ESLSE vis-à-vis only its SHRM, the results
arising thus may or may not be used as a representative to other organizations.
The topic can enable a wide array of study, but the research is delimited to the variables of SHRM.
As for the other variable which is Organizational Performance, it only tries to cover limited
aspects. These aspects are the growth of the organization and its alignment with business objectives
and strategies.
Additionally, ESLSE (which is a merger of Ethiopian Shipping Lines S.C, Maritime and Transit
Services Enterprise, and Dry Port Enterprise) was incorporated at 2014, therefore, the time span
of the study is only limited to the period from 2014 to 2017.
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1.6 Limitation of the Study
The data of this study is only confined to the Head Office of ESLSE located in Addis Ababa.
Therefore, employees located out of the Head Offices were not included in this study.
Furthermore, due to the hectic environment of the organization and due to the presence of other
researchers requiring respondents’ feedback; employees were uncooperative to provide answers
to questionnaires, and most interviewees also preferred to shorten the length of time for interview.
1.7 Definition of Key Terms
BSC (Balanced Score Card): is a strategy performance management. It takes into account four
main perspectives: the financial perspective, customer perspective, learning and growth
perspective, internal business process perspective.
KPI (Key Performance Indicator): Key objectives that need to be reached within a given time
frame. They may be used for individuals, units, or departments.
Devolvement: redirecting traditionally central bureaucratic personnel functions to local managers so that
they can respond more quickly to local problems and conditions, resolving most routine problems at the
‘grassroots level’.

Line Manager: supervisor of an employee, a person with direct managerial responsibility for a
particular employee.
Enablement: learning and development programs given to staff members so that they can acquire
HR skills.
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CHAPTER TWO
REVIEW OF RELATED LITERATURE
INTRODUCTION
This chapter deals with the literature review of SHRM and Organizational Performance. The
components of SHRM as well as Organizational Performance according to this study will be discussed.
This chapter will show the fact that according to most studies, HRM is evolving to be strategic within
the past 20 years. It will show that HRM is becoming strategic in the fact that companies are tending
to involve their HRM Departments in strategic roles. Among other things, it will also show that a lot
of HR components are becoming and being made into a strategized management system.
2.1 Strategic Human Resources Management
Strategic HRM is the interface between HRM and strategic management. It takes the notion of HRM
as a strategic, integrated and coherent approach and develops that in line with the concept of strategic
management (Boxall, 1996). Sometime has elapsed since even detailed matters as compensation
system have been strategized.
SHRM represents a relatively new transformation in the field of HRM. SHRM is concerned with the
role HRM systems play in firm performance, particularly focusing on the alignment of human
resources as a means of gaining competitive advantage. The birth of the field of SHRM can be dated
back to 1984, when experts extensively explored the link between business strategy and human
resources (Salehi, 2013). SHRM has developed rapidly in recent years, especially because of the
impact that human resources have had on the competitiveness of organizations (Mello, 2006).
The global shift of HRM to SHRM has led companies to become better performers, especially in terms
of effectiveness and efficiency. It has become an acceptable fact that implementing SHRM in an
organization surely brings forth positive changes. These positive changes in organizations have made
SHRM more acceptable. It has also made SHRM practicable in our world as years went by.
The emergence of the term ‘strategic human resource management’ (SHRM) is an outcome largely
concerned with ‘integration’ of HRM into the business strategy and ‘adaptation’ of HRM at all levels
of the organization (Guest, 1987, Schuler, 1992).
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The origin of the concept of strategy can be traced in its military orientation, going back to the Greek
word ‘strategos’, for a general who organizes, leads and directs his forces to the most advantageous
position (Bracker, 1980, Legge, 1995, Lundy and Cowling, 1996). In the world of business it mainly
denotes how top management is leading the organization in a particular direction in order to achieve
its specific goals, objectives, vision and overall purpose in the society in a given context or
environment. The main emphasis of strategy is thus to enable an organization to achieve competitive
advantage with its unique capabilities by focusing on present and future direction of the organization
(Miller, 1991, Kay 1993).
It has been noted time and again that there is no such thing as Strategic Human Resources Management
(SHRM), the reason is because SHRM is not a single phenomenon but a collection of phenomena.
Some of the phenomena are prescriptions, models, theories and critiques (Graeme Salaman, John
Storey and Jon Billsberry, 2006). An organization can thus obtain a competitive advantage and thus
achieve superior performance (Kelliher & Perret, 2001). Therefore, it can generally be said that SHRM
may exist in companies where there exists a Human Resources Management Department. It is “the
linking of HRM with strategic goals and objectives in order to improve business performance and
develop organizational cultures that foster innovation and flexibility” (Gary, 2003:17).
Organizational performance encompasses three specific areas of outcomes. The first is financial
performance (profits, return on assets, return on investment, etc.), then is the product market
performance (sales, market share, etc.), third is shareholder return (total shareholder return, economic
value added, etc.). (Richard, 2009). Therefore, getting back to the idea of how to measure
Organizational Performance, that is, how to measure it in terms related specifically with Human
Resources. As was said before, organization performance needs to be known and measured because it
provides useful insights for annual or semi-annual, or quarterly reviews of managers and other
employees, it is also important for understanding how a company is performing compared with its
competitors. From these, it can be deduced that the performance requires two types of measurement,
that is, measurement in terms of individual (employee) evaluations and organization evaluations.
Employee performance evaluation should be done in an agreed and communicated time frame with
employees. A ‘classical’ strategic management process consists of a series of steps, starting from
establishing a mission statement and key objectives for the organization, analyzing the external
environment (to identify possible opportunities and threats), conducting an internal organizational
analysis (to examine its strengths and weaknesses and the nature of current management systems,
10

competencies and capabilities), setting specific goals, examining possible strategic choices or
alternatives to achieve organizational objectives and goals, adoption or implementation of chosen
choices, and regular evaluation of all the above (Mello, 2006). The abovementioned first five steps
form part of strategic planning and the last two steps deal with the implementation of an ideal strategic
management process. They also deal with both the ‘content’ (revealed by the objectives and goals)
and ‘processes (for example, planning, structure and control) of an organizational strategy
(Chakravarthy and Doz, 1992, Lundy and Cowling, 1996).
2.1.1 The Use and Approach of Strategic Human Resources Management
If HRM is a coherent approach to the management of people, strategic HRM implies that this is done
in a planned way that integrates organizational goals with policies and action sequences.
SHRM is about systematically linking people with the organization, more specifically, it is about the
integration of HRM strategies into corporate strategies. HR strategies are essentially plans and
programs that address and solve fundamental strategic issues related to the management of human
resources in an organization (Schuler, 1992). Their focus is on alignment of the organization’s HR
practices, policies and programs with corporate and strategic business unit plans (Greer, 1995).
Strategic HRM thus links corporate strategy and HRM, and emphasizes the integration of HR with the
business and its environment. It is believed that integration between HRM and business strategy
contributes to effective management of human resources, improvement in organizational performance
and finally the success of a particular business (see Holbeche, 1999, Schuler and Jackson, 1999). It
can also help organizations achieve competitive advantage by creating unique HRM systems that
cannot be imitated by others (Barney, 1991, Huselid, 1997). In order for this to happen, HR
departments should be forward-thinking (future-oriented) and the HR strategies should operate
consistently as an integral part of the overall business plan (Stroh and Caligiuri, 1998).
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Fig 1: SHRM Model

Strategic HRM

HR strategies –
overall/specific

Strategic management –
strategic role of HR

Strategic choice

Strategic analysis

Source: Strategic Human Resources Management model, Armstrong, Michael, (2016). Handbook of Management and
Leadership for HR: Developing effective people skills for better leadership and management, page 71

The above figure depicts that to have a rationale for generating strategic analysis it should be ensured
that the organization has the people it needs to achieve sustained competitive advantage. After making
a strategic choice, it should be stressed that business and HR strategy and functional HR strategies
should be aligned with one another.
The HR-related future-orientation approach of organizations forces them to regularly conduct analysis
regarding the kind of HR competencies needed in the future, and accordingly core HR functions (of
employment, development and compensation) are activated to meet such needs (Holbeche, 1999).
2.1.2 Functions and Purposes of SHRM
SHRM draws attention to the significance of ‘management through measurement’ - the aim being to
establish a clear line of sight between HR interventions and organisational success. It provides
guidance on what to measure, how to measure and how to report on the outcomes of measurement.
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SHRM also underlines the importance of using the measurements to prove that superior people
management is delivering superior results and to indicate the direction that HR strategy should follow.
SHRM reinforces attention on the need to base HRM strategies and processes on the requirement to
create value through people and thus further the achievement of organizational goals. It defines the
link between HRM and business strategy. SHRM strengthens the HRM belief that people are assets
rather than costs. SHRM also emphasizes the role of HR specialists as business partners (Strategic
human resource management - Factsheets – CIPD).
Therefore, we can see that for SHRM to be SHRM, the HRM needs to be actually integrated to the
strategic aspects of an organization. This integration can have different levels. According to Purcell
and Guest the integration levels can divided to two-level integration and three-level integration. The
two-level integration is all about decisions undertaken at different strategic and divisional levels. The
three-level integration on the other hand is about acceptance, internalization, and fit aimed at the
employees and line managers.
Employee selection is highly related to the SHRM process because the HR department needs to
determine which skill sets each and every employee need to have and improve. To select, maintain
and attract talent, an organization needs to have a positive organizational climate favored by
employees, it needs reliable knowledge management and training platform, it also needs an attractive
benefit and compensation package.
Fig 2: SHRM core aspects
Core
Aspects
Integration

Devolvement

Tow-Level

Three-Level

Selection
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2.1.3 Integration Levels of HRM into the Business Strategy

Two core aspects of SHRM are: the importance given to the integration of HRM into the business
and corporate strategy, and the devolvement of HRM to line managers instead of personnel specialists
(Brewster and Larsen, 1992).
Integration
Some of the highlighted number of benefits of integration of HRM into the corporate strategy are
providing a broader range of solutions for solving complex organisational problems, assuring the
successful implementation of corporate strategy, contributing a vital ingredient in achieving and
maintaining effective organisational performance, ensuring that all human, technical and financial
resources are given equal and due consideration in setting goals and assessing implementation
capabilities, limiting the subordination and neglect of HR issues to strategic considerations, providing
long-term focus to HRM, and helping a firm to achieve competitive advantage (Storey, 1992).

The Integration Levels
The first type of level is the Two-Level Integration. Purcell (1989) presents a two-level integration
of HRM into the business strategy – ‘upstream or first-order decisions’ and ‘downstream or secondorder decisions’. First-order decisions, as the name suggests, mainly address issues at the
organizational mission level and vision statement. These emphasize where the business is going, what
sort of actions are needed to guide a future course, and broad HR-oriented issues that will have an
impact in the long term.
Second-order decisions deal with scenario planning at both strategic and divisional levels for the next
three to five years. These are also related to hardcore HR policies. They are linked to each core HR
function (such as recruitment, selection, development, communication).
The other type of level is Three-Level Integration. Guest (1987) on the other hand proposes integration

at three levels. First he emphasizes a ‘fit’ between HR policies and business strategy. Second, he talks
about the principle of ‘complementary’ (mutuality) of employment practices aimed at generating
employee commitment, flexibility, improved quality and internal coherence between HR functions.
Third, he propagates ‘internalization’ of the importance of integration of HRM and business strategies
by the line managers.
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Devolvement

Some of the number of benefits of devolvement of HRM to line managers include: highlighting
certain issues that are too complex for top management to comprehend alone, developing more
motivated employees and more effective control (Budhwar and Sparrow 1997), local managers
responding more quickly to local problems and conditions, resolving most routine problems at the
‘grassroots level’ (Hope-Hailey, and others, 1997), affording more time for personnel specialists to
perform strategic functions, helping to systematically prescribe and monitor the styles of line
managers, (Truss, and others, 1997) improving organisational effectiveness, preparing future
managers by allowing them to practice decision-making skills, and assisting in reducing costs by
redirecting traditionally central bureaucratic personnel functions (Sisson and Storey, 2000).
No matter how the integration levels are cascaded, the HRM needs to contribute to the strategic intent
of the company. HR practices needs to be integrated to the strategic plans, HR must contribute to the
fruition of the plans, it needs to be in the exercises of all departments and act as a Business Partner,
not a mere subordinate. HRM department employees need to know the business of each sector of an
organization, while doing so they need to come up with a value, they must create value.
HRM needs to be devolved down to line managers. This is to mean line managers need to know and
be aware of all HR practices. This can be done by giving line managers learning opportunities of HR
practices, and following them up to make sure that they know the practices well.

2.1.4 Employees Selection
CIPD research has, however, also found that individual HR practices alone do not drive enhanced
business performance. They can create ‘human capital’ or a set of individuals who are highly-skilled.
However, this will only feed through into higher levels of business performance if these individuals
have positive relationships with their managers in a supportive environment with strong values. All
these factors will promote discretionary behaviour, that is, the willingness of the individual to perform
above the minimum necessary or give extra effort. It is this discretionary behaviour that makes the
difference to organizational performance. Hence strategic HRM should take account of the need to
engage individuals within the organisation to effectively drive business performance. The following
are some of the facts in relation with Selection vis-à-vis SHRM:
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a. Selection is tied to the strategic human resource management process. Once the top management
determines its strategic objectives, a good HR department can define which skills each employee will
need to have or develop.
Examples can be: how many lawyers or engineers the company will need? With what level of
experience and from what schools are preferable? Are postgraduates necessary? Is overseas talent
needed? Can talent from the competition be procured?
Other approaches may be to start a trainee program focused on the most appropriate profile for the
company’s future and think of internal training to support undergraduates and graduates.
b. Attracting talent
The labor market doesn’t always have qualified professionals in the amount that companies need. On
these occasions, you will need your organization to offer more than just good wages. A good
organizational climate that provides adequate training and the possibility of career growth and personal
development are also crucial, as well as other strategic human resource management processes.
c. Compensation and Benefits
You will need to do market research to find out the average pay of each function or job to determine
the most important ones and then offer something attractive, including benefits such as medical care,
food, transportation and others, but in a way that does not compromise the financial health of the
company.
d. Organizational Climate
The climate of the working environment is crucial for attracting talent. It’s necessary to offer working
conditions beyond the minimum, with adequate facilities, equipment to fulfil tasks and opportunities
for training. Also, employees must be able to note that the company values these things, which their
opinion counts, get feedback on their views.
Employees should be aware of the company’s plans, feel integral and active in the group, realize that
they can evolve in the organization, believe that their superiors are competent, feel that the promotion
criteria is fair and also feel challenged and motivated in activities that stimulate them always to go
further.
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e. Knowledge management and training
Knowledge management is aimed at properly documenting and preserving the information and
knowledge developed by the company in efficient, reliable and transparent communication systems.
So, if you lose an employee to a competitor, at least some of their knowledge stays at the company
as a legacy. It’s also about fostering a culture of training and empowering employees so that they feel
free to generate knowledge and intuitive ideas, all of which in the long run, benefits everyone
(Strategic human resource management - Factsheets – CIPD).
2.1.5 Some Models on the Nature of Linkage
The Matching Model

The Fombrun, and others (1984) ‘matching model’ highlights the resource aspect of HRM and
emphasises the efficient utilisation of human resources to meet organizational objectives. The
matching model is mainly based on Chandler’s (1962) argument that an organisation’s structure is an
outcome of its strategy.
Fombrun, and others (1984) expanded this premise in their model of SHRM, which emphasises a
‘tight fit’ between organisational strategy, organisational structure and HRM system. The
organisational strategy is pre-eminent. Both organisation structure and HRM are dependent on the
organisation strategy. The main aim of the matching model is therefore to develop an appropriate
‘human resource system’. This will characterise those HRM strategies that contribute to the most
efficient implementation of business strategies.
The matching model deserves credit for providing an initial framework for subsequent theory
development in the field of strategic HRM. One criticism of this ‘tight fit’ model is that it tends to
ignore employees’ interests (Budhwar and Debrah, 2001). The matching model also misses the
‘human’ aspect of human resources and has been called a ‘hard’ model of HRM (Guest, 1987, Storey,
1992, Legge, 1995).
The Harvard Model (the Soft Variant)

The matching model and the Harvard analytical framework represent two very different emphases.
The former being closer to the strategic management literature, the latter to the human relations
tradition.
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The model was first articulated by Beer, and others (1984). Compared to the matching model, this
model is termed ‘soft’ HRM (Storey, 1992, Legge, 1995, Truss, and others, 1997). It stresses the
‘human’ aspect of HRM and is more concerned with the employer–employee relationship.
The model highlights the interests of different stakeholders in the organisation (such as shareholders,
management, employee groups, government, community and unions) and how their interests are
related to the objectives of management.
The actual content of HRM, according to this model, is described in relation to four policy areas,
namely, human resource flows, reward systems, employee influence, and works systems. Each of the
four policy areas is characterised by a series of tasks to which managers must attend. The outcomes
that these four HR policies need to achieve are commitment, competence, congruence, and cost
effectiveness. The aim of these outcomes is therefore to develop and sustain mutual trust and improve
individual / group performance at the minimum cost so as to achieve individual well-being,
organisational effectiveness and societal well-being.
However, this model has been criticised for not explaining the complex relationship between strategic
management and HRM (Guest, 1991).
As mentioned in the two models above, the emergence of SHRM is largely concerned with
‘integration’ and ‘adaptation’. Its purpose is to ensure that HRM is fully integrated with the strategy
and strategic needs of the firm. HR policies are coherent both across policy areas and across
hierarchies. HR practices are adjusted, accepted and used by line managers and employees as part of
their everyday work (Schuler, 1992: 18).
Debates in the early 1990s suggested the need to explore the relationship between strategic
management and HRM more extensively, and the emerging trend in which HRM is becoming an
integral part of business strategy (Guest, 1991, Lengnick-Hall and Lengnick-Hall, 1988, Brewster
and Larsen, 1992, Schuler, 1992, Storey, 1992, Budhwar and Sparrow, 1997, 2002). The emergence
of SHRM is an outcome of such efforts.
Generic business strategies and HRM – External Fit

Michael Porter (1980, 1985) identified three possible generic strategies for competitive advantage in
business: cost leadership (when the organization cuts its prices by producing a product or service at
less expense than its competitors), innovation (when the organization is able to be a unique producer),
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and quality (when the organization is delivering high-quality goods and services to customers).
Considering the emphasis on ‘external-fit’ (i.e. organizational strategy leading individual HR
practices that interact with organizational strategy in order to improve organizational performance),
a number of HRM combinations can be adopted by firms to support Porter’s model of business
strategies.
According to the ‘external-fit’ philosophy, the effectiveness of individual HR practices is contingent
on firm strategy. The performance of an organization that adopts HR practices appropriate for its
strategy will then be higher (Schuler, 1989).
Much emphasis has been placed on the importance of ‘fit’ - in other words, it is argued, HR strategies
must fit both with each other and with other organizational strategies for maximum impact (Strategic
human resource management - Factsheets – CIPD).
Identifying the need to highlight the prevalence of generic HR strategies pursued by organizations in
different contexts, Budhwar and Sparrow (2002) propose four HR strategies. These are: ‘talent
acquisition’ HR strategy (emphasizes attracting the best human talent from external sources),
‘effective resource allocation’ HR strategy (maximizes the use of existing human resources by always
having the right person in the right place at the right time), ‘talent improvement’ HR strategy
(maximizes the talents of existing employees by continuously training them and guiding them in their
jobs and career), and ‘cost reduction’ HR strategy (reduces personnel costs to the lowest possible
level).
These HR strategies have impact on recruitment, compensation, training and development and
employee communication practices.
There is, no single HRM strategy that will deliver success in all situations. Organizations need to
define a strategy that is unique to their own circumstances in terms of context, goals, and the demands
of organizational stakeholders (Strategic human resource management - Factsheets – CIPD).
Resource-Based View

Resource-Based view (RBV), on the other hand, asserts that the basis for a competitive advantage of
a firm lies primarily in the application of the bundle of valuable resources at the firm’s disposal
(Porter, 1985).
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Competitive advantage, according to this view differs from the environmentally focused strategic
management paradigm in that its emphasis is on the links between the internal resources of the firm,
its strategy and its performance. RBV of strategy is the strategic capability of a firm depends on its
resource capability, especially its distinctive resources. (Porter, 1985).
With the advent of the RBV of the firm, strategic management research moved to a more internal
focus. Rather than simply developing competitive strategies to address the environment, the RBV
suggested that firms should look inward to their resources, both physical and intellectual, for sources
of competitive advantage. To improve firm performance and create competitive advantage, a firm’s
HR must focus on a new set of priorities. (Najia, 2008, Schuler and Jakson, 2007)
These new priorities are more business, strategic oriented, and less oriented to traditional HR
functions such as staffing, training, appraisal and compensation. Strategic priorities include teambased job designs, flexible workforces, quality improvement practices, employee empowerment and
incentive compensation (Salehi, 2013). SHRM was designed to diagnose firm strategic needs and
planned talent development, which is required to implement a competitive strategy and achieve
operational goals.
Business life cycles and HRM

The ‘life cycle stage’ of an organization is the introduction (start-up), growth (development),
maturity, decline, and turnaround. Research findings reveal a clear association between a given life
cycle stage and specific HRM policies and practices (Kochan and Barocci, 1985).
For example, it is logical for firms in their introductory and growth life cycle stages to emphasize a
rationalized approach to recruitment in order to acquired best-fit human resources, compensate
employees at the going market rate, and actively pursue employee development strategies (Baird and
Meshoulam 1988).
Similarly, organizations in the maturity stage are known to recruit enough people to allow for labour
turnover/ lay-offs and to create new opportunities in order to remain creative to maintain their market
position. Such organizations emphasize flexibility via their training and development programs and
pay employees as per the market leaders in a controlled way (Hendry and Pettigrew 1992).
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Accordingly firms in the decline stage will be likely to minimize costs by reducing overheads and
aspire to maintain harmonious employee relations (Jackson and Schuler 1995, Boxall and Purcell,
2003).
Typology of business strategies and HRM

Miles and Snow (1978, 1984) classify organizations as ‘prospectors’ (who are doing well and are
regularly looking for more products and market opportunities), ‘defenders’ (who have a limited and
stable product domain), ‘analyzers’ (who have some degree of stability but are on the lookout for
possible opportunities) and ‘reactors’ (who mainly respond to market conditions). These generic
strategies dictate organizations’ HRM policies and practices.
For example, defenders are less concerned about recruiting new employees externally and are more
concerned about developing current employees. In contrast, prospectors are growing, so they are
concerned about recruiting and using performance appraisal results for evaluation rather than for
longer-term development.
Therefore, individual HR strategies, may be shaped by the business strategy. So if the business
strategy is about improving customer service this may be translated into discrete HR strategies
involving the use of training plans or performance improvement plans (Strategic human resource
management - Factsheets – CIPD).
The above discussion tells us that Strategic HRM models primarily emphasize implementation over
strategy formulation. They also tend to focus on matching HR strategy to organizational strategy, not
the other way. They also tend to emphasize fit or congruence and do not acknowledge the need for
lack of such fit between HR strategies and business strategies during transitional times and when
organizations have multiple or conflicting goals.
HRM Perspectives

It also worth noting the HRM perspectives in short, this may help to grab some basic ideas laying the
ground work of SHRM.
Delery and Doty (1996) identify three HRM perspectives:
1. The universalistic perspective – some HR practices are better than others and all organizations
should adopt these best practices.
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2. The contingency perspective – in order to be effective, an organization’s HR policies must be
consistent with other aspects of the organization especially its strategy (‘vertical fit’).
3. The configurational perspective – this is a holistic approach that emphasizes the importance of the
pattern of HR practices and is concerned with how this pattern is related to organizational
performance.
These perspectives can be interpreted as best practice, best fit and bundling (Richardson and
Thompson 1999).
Overall view of SHRM Models of Linkage
HRM needs to be linked to the strategic aspect of a company in terms of different models, approaches,
situations, types, and perspectives. Based on the circumstances that a company is in, it can choose an
effective strategic model and link the model with its HR practice. In this way the HRM will be
integrated with the strategic intent of the organization.
This means after the organization chooses a strategy based on its current need, the HRM needs to be
linked to the strategy addressing its strategic needs.
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Fig 3: SHRM Linkage Models
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The practice areas covered by HR strategies that impact on performance can be seen in Table 1 below.
HRM needs to be linked to the strategic aspect of a company. Strategic plans of a company can differ
based on the models (tight fit/ external fit), the approaches to different situations, the types of market
and product conditions, and the HRM perspectives. Based on the circumstances that a company is in,
it can choose an effective strategic model and link the model with its HR practice. In this way the
HRM will be integrated with the strategic intent of the organization.
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Table 1: HR impacts on organizational performance
HR practice area
Attracting, developing
and retaining highquality people
Talent management

Job and work design

Learning and
development

Manage knowledge
and intellectual capital

How it impacts
Matches people to the strategic and operational needs of the
organization. Provides for the acquisition, development and retention of
talented employees who can deliver superior performance, productivity,
flexibility, innovation and high levels of personal customer service and
who ‘fit’ the culture and the strategic requirements of the organization.
Ensure that the talented and well-motivated
people required by the
organization are available to meet present and future needs.
Provides individuals with stimulating and interesting work and gives
them the autonomy and flexibility to perform their jobs well. Enhances
job satisfaction and flexibility, which encourages high performance and
productivity.
Enlarges the skill base and develops the levels of competence required
in the workforce. Encourages discretionary learning, which happens
when individuals actively seek to acquire the knowledge and skills that
promote the organization’s objectives. Develops a climate of learning a growth medium in which self-managed learning as well as coaching,
mentoring and training flourish.
Focuses on both organizational and individual learning and on
providing learning opportunities and opportunities to share knowledge
in a systematic way. Ensures that vital stocks of knowledge are retained

and deals with improving the flow of knowledge, information and
learning within the organization.
Encourage productive discretionary effort by ensuring that people are
Increase engagement,
positive and interested in their jobs, that they are proud to work for the
commitment and
organization and want to go on working there, and that they take action
motivation
to achieve organizational and individual goals.
Develop a positive and balanced psychological contract, which
Psychological contract provides for a continuing, harmonious relationship between the
employee and the organization.
Develop a performance culture, which encourages high performance in
such areas as productivity, quality, levels of customer service, growth,
profits, and ultimately the delivery of increased shareholder value.
High-performance
Empower employees to exhibit the discretionary behaviors most
management
closely associated with higher business performance, such as risk
taking, innovation, and knowledge sharing of knowledge and
establishing trust between managers and their team members.
Develop motivation and job engagement by valuing people in
Reward management
accordance with their contribution.
Develop involvement practices and an employee relations climate,
Employee relations
which encourages commitment and cooperation.
Develop ‘the big idea’ (Purcell, and others, 2003): that is, a clear vision
Working
and a
environment, core
set of integrated values. Make the organization ‘a great place to work’.
values, leadership,
work-life balance,
managing diversity,
secure employment
Source: Strategic HRM: The Key to Improved Business Performance, Armstrong, Michael, 2010, 18-19)
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2.2 Organizational Performance

Stephen and Mary (2002) define performance as accumulated end results of all the organization’s
work processes and activities. It is about how effectively an organization transforms inputs into
outputs (Thursby, 2000) and comprises the actual output or results as measured against its intended
outputs. According to Richard, and others (2009) organizational performance encompasses three
specific areas of firm outcomes: financial performance, product market performance and shareholder
return but Liptons (2003) proposes that firm performance is the ability of the firm to prevail. There
is hardly a consensus about its definition, dimensionality and measurement and this limits advances
in research and understanding of the concept (Santos and Brito, 2012). As the debate on what
organization performance rages on, the approach on how to measure it has attracted even more
scholarly attention.
Organizational performance comprises the actual output or results of an organization as measured
against its intended outputs (or goals and objectives).
According to Richard, and others (2009) organizational performance encompasses three specific
areas of firm outcomes: financial performance (profits, return on assets, return on investment, etc.),
product market performance (sales, market share, etc.), and shareholder return (total shareholder
return, economic value added, etc.).
Specialists in many fields are concerned with organizational performance including strategic
planners, operations, finance, legal, and organizational development. In recent years, many
organizations have attempted to manage organizational performance using the balanced
scorecard methodology where performance is tracked and measured in multiple dimensions such as
financial performance (e.g. shareholder return), customer service, social responsibility (e.g. corporate
citizenship, community outreach), employee stewardship, organizational performance, performance
measurement systems, performance improvement, and organizational engineering.
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Fig 4: Organizational Performance - dimensions

Source: Strategic human resource management - Factsheets – CIPD

It can be inferred that competitiveness is a potential (capability) of a company to succeed in economic
competition with other companies. It can also be assumed that the result of this competition is a
success (or failure) of the company that can be expressed by some performance measure.
Organizational performance is so common in management research that its structure and definition
are rarely explicitly expressed. In general, performance says how well goals are achieved. According
to the organization goals, financial performance, operational performance and overall effectiveness
can be recognized (Hult, and others, 2008).
Operational performance refers to non-financial dimensions, and focuses on operational success
factors that might lead to financial performance. It includes measures like product quality, cycle time,
and productivity. Overall effectiveness is a broad domain reflected in most conceptual literature in
strategic management and organization theory. Effectiveness refers to the extent to which customer
requirements are met (Neely, and others, 2005). Measurement of overall effectiveness includes for
example, reputation, perceived performance, achievement of goals, survival and needs good
knowledge about organization and its industry.
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Richard, and others (2009) examined 722 papers published in the years 2005 to 2007 in five of the
top business academic journals. In 213 of them, organizational performance was measured as a
dependent, independent, or control variable.
For research purposes, the objective measures are typically used (Richard et. al., 2009, Hult, and
others, 2008), but subjective measures are also possible. Using subjective measures like perceived
organizational performance or perceived market position assumes that respondents are well informed
experts.
One of the world’s most successful performance measurement system is the Balanced Scorecard
method, which states financial objectives typically relate to profitability – measures, for example, by
operating income and return on investment. Basically, financial strategies are simple, companies can
make more money by (1) selling more, and (2) spending less. Everything else is background music
(Kaplan and Norton, 2004).
Thus, the company’s financial performance gets improved through two basic approaches – revenue
growth and productivity’ (Kaplan and Norton, 2004). Two of the possible approaches to increase
financial performance require the use of a combination of at least two indicators so that each of the
above guidelines was represented by at least one indicator.
Firm performance is a relevant construct in management research and frequently used as a dependent
variable. It is one of the most commonly used construct as the final dependent variable in various
fields (Richard, and others, 2009).
Most of the appropriate performance measures are grouped into one of the following general
categories, profitability, quality, productivity and growth and customer satisfaction (Perez, and
others, 2007, Liptons, 2003 and Roberts, 2004).
In another perspective, according to TRADE (2000) most performance measures can be grouped into
one of the following six general categories. The first category is effectiveness: a process characteristic
indicating the degree to which the process output (work product) conforms to requirements. The
second group is efficiency: a process characteristic indicating the degree to which the process
produces the required output at minimum resource cost. The third is quality: the degree to which a
product or service meets customer requirements and expectations. The fourth is timeliness: a
measures of whether or not a unit of work was done correctly and on time. Criteria must be established
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to define what constitutes timeliness for a given unit of work. The criterion is usually based on
customer requirements. Productivity is the fifth category. It refers to the value added by the process
divided by the value of the labor and capital consumed. Lastly is safety which measures the overall
health of the organization and the working environment of its employees.
Customers want companies to provide them with goods and services that match their expectations
(Fornell, 1996). Therefore customer satisfaction is another aspect to consider. To do that, companies
must understand their needs, avoid defects and improve the perceived quality and value added by
their offerings. Customer satisfaction increases the willingness-to-pay and thus the value created by
a company (Barney & Clark, 2007). Employees’ satisfaction is related to investments in human
resources practices. This group tends to value clearly defined job descriptions, investment in training,
career plans and good bonus policies (Harter, and others, 2002). The satisfaction of these
stakeholders, according to Chakravarthy (1986), translates itself into a firm’s ability to attract and
retain employees and lower turnover rates. This in turn translates to performance.
2.2.1 Financial Measures
There are criticisms for using financial measures to indicate the stance of an organizational
performance. Managing with information from financial accounting systems impedes business
performance today because traditional cost accounting data do not track sources of competitiveness
and profitability in the global economy. Cost information, per se, does not track sources of
competitive advantage such as quality, flexibility and dependability. Business needs information
about activities, not accounting costs, to manage competitive operations and to identify profitable
products (Johnson, 1980).
Accounting measures have several strengths: they are relatively easy to calculate and understandable,
they are widely available because governments require firms to publish accounting data, and they are
reliable due to the fact that they are subject to internal and external controls (Richard, and others,
2009).
To this end, Kaplan and Norton suggest that performance measures should be multidimensional in
nature covering both financial and non-financial measures. They developed four perspectives:
financial, customer, internal processes, and innovation. Kaplan and Norton (2001) argue that one of
the most important strengths of the Balanced Scorecard (BSC) is that each unit in the organization
develops its own specific or unique measures that capture the unit’s strategy, beside common
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measures that are employed for all units. The approach derives its four perspectives from
organization’s vision, strategy, and objectives (Atkison, and others, 2007). But among other
limitations and like in most approaches to performance measurement, not all stakeholders are
included in the BSC. In particular, suppliers and public authorities which can be decisive for many
organizations (Norreklit, 2003).
2.2.2 The balanced scorecard (BSC)
The balanced scorecard (BSC) is a strategy performance management tool – a semi-standard
structured report, supported by design methods and automation tools, which can be used by managers
to keep track of the execution of activities by the staff within their control and to monitor the
consequences arising from these actions.
The phrase 'balanced scorecard' is commonly used in two broad forms, the first is as individual
scorecards that contain measures to manage performance, those scorecards may be operational or
have a more strategic intent, and secondly as a Strategic Management System, as originally defined
by Kaplan & Norton.
There are some critical characteristics that define a balanced scorecard. Its focus is on the strategic
agenda of the organization concerned. The selection of a small number of data items to monitor a mix
of financial and non-financial data items is used.
Initially, Balanced Scorecard emerged as a performance management system, over a period of time
it has come to be known as a strategy management system, with its ultimate aim being the
achievement of long term financial performance. Balanced scorecard is seen as a strategic
management system enabling business leaders to meet the challenge of strategy execution (Kaplan,
2009).
The four steps required to design a balanced scorecard included in Kaplan & Norton's writing on the
subject in the late 1990s, the first is translating the vision into operational goals, then comes
communicating the vision and link it to individual performance, then follows business planning as
well as index setting, after that comes feedback and learning, and adjusting the strategy accordingly.
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Fig 5: Translating Vision and Strategy: Four Perspectives

Source: Conceptual Foundations of the Balanced Scorecard, Kaplan, Samuel Robert (2009)
The balanced scorecard is a strategic planning and management system that is used extensively in
business and industry, government, and nonprofit organizations worldwide to align business activities
to the vision and strategy of the organization, improve internal and external communications, and
monitor organization performance against strategic goals. It was originated by Dr. Robert Kaplan
(Harvard Business School) and Dr. David Norton as a performance measurement framework that
added strategic non-financial performance measures to traditional financial metrics to give managers
and executives a more 'balanced' view of organizational performance.
One of the most suitable and widely accepted strategy performance management tool is the Balanced
Sore Card (BSC). The BSC takes into account four main perspectives: the financial perspective,
customer perspective, learning and growth perspective, internal business process perspective.
While the phrase balanced scorecard was coined in the early 1990s, the roots of this type of approach
are deep. They include the pioneering work of General Electric on performance measurement
reporting in the 1950’s. They also include the work of French process engineers (who created
the Tableau de Bord – literally, a "dashboard" of performance measures) in the early part of the 20th
century.

30

In the 1950s, a General Electric corporate staff group conducted a project to develop performance
measures for five GE’s decentralized business units. The project team recommended that divisional
performance be measured by one financial, and seven nonfinancial metrics. The financial
measurement is profitability (measured by residual income). The non-financial metrics are market
share, productivity, product leadership, public responsibility (legal and ethical behavior, and
responsibility to stakeholders including shareholders, vendors, dealers, distributors, and
communities), personnel development, employee attitudes, and balance between short-range and
long-range objectives (Kaplan, 2009).
Balanced scorecard has also been selected by the editors of Harvard Business Review as one of the
most influential business ideas of the past 75 years (Kaplan, 2009).
The balanced scorecard is a management system (not only a measurement system) that enables
organizations to clarify their vision and strategy and translate them into actions. It provides feedback
around both the internal business processes and external outcomes in order to continuously improve
strategic performance and results. The areas involve learning and growth, business processes,
customers, and finance. The balanced scorecard is used to attain objectives, measurements, initiatives
and goals that result from these four primary functions of a business. First, learning and growth are
analyzed through the investigation of training and knowledge resources. This first area handles how
well information is captured and how effectively employees utilize the information to convert it to
a competitive advantage over the industry. Second, business processes are evaluated by investigating
how well products are manufactured. Operational management is analyzed to track any gaps,
delays, bottlenecks, shortages or waste.
Third, customer perspectives are collected to gauge customer satisfaction with quality, price and
availability of products or services. Customers provide feedback regarding if their needs are being
met with current products. Finally, financial data such as sales, expenditures and income are used to
understand financial performance. These financial metrics may include dollar amounts, financial
ratios, budget variances or income targets. Therefore, the balanced scorecard is often referred to as a
management tool, not a measurement tool (Kaplan, 2009).
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2.2.3 BSC in Ethiopia
The Balanced Scorecard (BSC) was fully introduced to the Ethiopian public service in 2010 after a
relatively long time of study in how to adapt it to the Ethiopian public sector context. Some
Ethiopian public sector organizations have tried to implement BSC before 2005 (Kebede, 2015).
Balanced Scorecard as performance management tool was able to attract the attention of organization
leaders and managers in Ethiopia.
Ministry of Health had been one of the pioneer public organizations in taming the concept (BSCI,
2013). Department for Funding International Development (DFID, 2013:9) states that the Ethiopian
government (GoE) has introduced performance management system throughout federal and regional
public service organizations using the Balanced Scorecard methods. The same source underscores
that BSC was designed for organizational and individual performance management purpose across
Ethiopian public service institutions (Kebede, 2015).
According to official records and survey findings in the study Woreda (plans and reports of sector
offices), BSC is being implemented in combination with BPR (business process reengineering)
starting from 2010. Addis Ababa City Government Capacity Building Bureau states that to meet the
transformational needs of public institutions in the city administration and ensure service delivery
from balanced perspectives, BSC has been introduced as key performance management and
measurement system (AACBB, 2013a:1). The same source indicates that BSC is being used in
combination with BPR as there is no one single performance management tool that can cure all the
organizational malaises. (Kebede, 2015) The argument goes on to say that there are problems that
BPR alone cannot redress and thus requires the implementation of BSC to uproot these challenges.
BPR is concerned with processes while BSC focuses on identification of organizational strategic
goals, selection of priority themes, setting organizational targets, performance measures and
indicators. Thus, integrated application of the two tools will lead to better public sector performance
(Kebede, 2015).
One good example in Ethiopia which uses BSC is the Ethiopian Airlines. Ethiopian Airlines uses the
Balanced Score Card approach to measure its performance. The Airline uses the BSC as a strategic
and communication tool to align the vision and strategy of the organization to the overall business
activities and to monitor performance as compared to the set goals. The BSC maps the Airlines'
strategic objectives in four perspectives: Financial, internal processes, customers, and learning and
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growth, and specific metrics are attached to each perspective. The balanced score card enables the
stakeholders involved to view the activities as internal and external to the airline, as a financial and
non-financial metric, and for comparison of past and future performance. (UK Essays, 2015)
During the annual assembly the Chief Executive Officer (CEO) communicates the strategic objectives
to all employees and the targets are cascaded from Executive Vice Presidents (EVPs) all the way to
individual level. Management employees prepare BSC in consultation with their immediate
supervisor and agree on targets and measurements, non-management staff will have their Key
Performance Indicators (KPIs) clearly stated. The BSC as a performance measurement approach in
the Airline can be considered as the control system to monitor the execution of plans. If the targets
set are not in line with the plan, the airline will review the mid-year assessments and seek means of
improving the overall performance.
To summarize this literature review, HRM needs to be associated with the strategic aspect of a
company in terms of given approaches, models, situations, types, as well as perspectives. Based on
the situations that a company is in, it can choose an effective strategic model and link the model with
its HR practice. In this way the HRM will be integrated with the strategic intent of the organization.
This means after the organization chooses a strategy based on its current need, the HRM needs to be
linked to the strategy addressing its strategic needs.
The Balanced Score Card takes into account four aspects, which are, financial, business process,
learning and growth and customer aspects. It is by far the most widely accepted tool to measure the
performance of a company. It is also used to measure and assess the performance of individual
employees from a variety of industries and lines of duties. BSC is also used widely in our country.
SHRM process is related with employee selection for the reason that the HR department needs to
determine which skill sets each and every employee need to have and improve. To select, maintain
and attract talent, an organization needs to have a positive organizational climate favored by
employees, it needs reliable knowledge management and training platform, it also needs an attractive
benefit and compensation package.
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CHAPTER THREE
RESEARCH DESIGN AND METHODS

There are two variables in this study. The independent variable which is SHRM in ESLSE and the
dependent variable is the Organizational Performance of ESLSE. This research is a quantitative
research, in that it sees the relationship among the two variables in a Correlational way, therefore,
the research design is a Correlation Research Design. The collected data is subjected to correlation
analysis as well descriptive statistics to find out the type of fit between these two variables.
According to Creswell (2012), in correlational research designs, investigators use the correlation
statistical test to describe and measure the degree of association (or relationship) between two or
more variables or sets of scores. The association between two variables can be seen in terms of
direction (positive or negative), form (linear or nonlinear), as well as degree and strength (size of
coefficient).
The researcher has seen the relationship of SHRM and Organizational Performance in ESLSE by
using correlational research design. The researcher has come with the findings as well. Where
there is no relationship, the researcher has recommended some actions.
3.1 Data Sources
Both primary and secondary data sources have been used. Primary data sources have been used in
that most of the data source are found from interviews and questionnaires. Secondary data sources
are used in that documents including different policies are referred. Observations are also made.
Therefore, for the primary research data source, employees from the management and employees
outside the management are addressed. Also HR Department employees are treated separately. To
choose from the management employees, there is no need to take sample because there are specific
department managers whose inclusion is imperative to the research, it is believed that these
selected managers are much more knowledgeable and familiar to the management philosophy of
the company. The researcher has also interviewed few of these management employees. The other
group is the non-management employees. Additionally, some documents of the organization are
reviewed.
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3.2 Sampling Techniques
For this study the target population are both the employees and managers of the company located
at the head office.
In order to conduct this study at ESLSE, non-management employee questionnaire respondents
are selected by employing stratified sampling techniques which can be carried on by taking
samples from each departments. To be qualified for inclusion in the research, these employees
must have stayed in ESLSE for the past one year or more.
The researcher believed that if new employees of ESLSE are included in the sample, this will
surely aggravate threats to the validity of the results. Employees who stayed in the company for a
longer time will have good exposure and knowledge as to the current and previous trend of ESLSE
mainly in regards to the strategies used to run the company. It will not be difficult for them to
easily point out and discuss about their belief, comprehension and knowledge towards these
strategies as well as the effects of these strategies towards their effectiveness in meeting the
company goals.
The reason why stratified sampling is thought to be suitable is because as long as the subgroups
are identified by a variable related to the dependent variable in the research and results in more
homogeneous groups, the same sized sample will be more representative of the population than if
taken from the population as a whole.
On stratified sampling the population is first divided into homogeneous subgroups, next, subjects
are selected from each subgroup, using sample random or systematic procedures, rather than from
the population as a whole, the strata are the subgroups. (Cohen, 2007)
Secondly, this result may surely reduce error and allow a smaller sample to be chosen. Also, it is
thought suitable because stratified sampling is used to ensure that an adequate number of subjects
are selected from different subgroups. The groups are departments and branches, the subgroups
are the divisions within the departments and branches of the organization.
To choose candidates from each strata, stratified simple random sampling using lottery method
was used to assure a non-biased approach.
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When this research is undertaken, there are a total of 1,036 employees in the head office of ESLSE.
Also, throughout the company, there are five departments and eight branches in ESLSE.
The population for the sample is as follows:
Table 2: Population of the Sample

Type of

Population

Respondents
Management

16

Sample

Method of Choosing

Size

the Candidates

16

employees

Availability
Sampling

(department
managers and
division heads)
Non-management

1020

287

employees

Stratified random
sampling using
lottery method

The branches and departments have differing number of employees. To determine the sample size
of the non-management employees from each stratum, the researcher has used Slovin's Formula.
While selecting respondents from each stratum random sampling was used. Slovin’s formula was
used to calculate the sample size (n) given the population size (N) and a margin of error (e). It's a
random sampling technique formula to estimate sampling size. It is computed as n = N / (1+Ne2).
Whereas: n = no. of samples, N = total population, e = error margin / margin of error. The
researcher believes that a confidence level of 95% is sufficient (giving a margin error of 0.05).
Therefore, 287=1020/(1+(1020*.0025)).
Department and branch managers were selected as respondents using availability sampling. All
five department managers and five branch managers were selected. Availability sampling was used
to select the managers because they are the official authorities with good data sources since they
are familiar with the introduction and implementation of organizational regulations, policies, as
well as strategies.
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3.3 Data Gathering Tools
The intended data from the non-management employees was basically collected using
questionnaire based on a selected tool. For the management employees, semi-structured interviews
were used to gather data. Additionally, document analysis and observation was used.
Questionnaire
A questionnaire was issued to employees from the management and employees outside the
management, and HR Department employees. This questionnaire was used to seek information
and opinions about the management style of the organization and how the employees conceive the
management styles. To make the coding and analysis, processing closed-ended questionnaire is
easy and in it all likely responses are listed and the respondents simply choose the one that best
represent their opinion (Hamilton, 1980).
The questionnaire was developed by the researcher. It has been refined taking reference of the
result of two reliability tests, after making pilot tests on the respondents.
Interview
Interview is a prominent instrument of data gathering (Creswell, 2012). The interview is conducted
in a friendly and conversational manner since this may create good atmosphere, in turn this may
enable the researcher to get the real facts. Management employees as well as HRD employees who
were willing to be interviewed were given the opportunity to view the basic interview schedule
prior to the interview in order to have time to consider their responses.
The interview questions were developed by the researcher.
Observation
Observation is the most commonly used method of data collection, especially in behavioral studies.
This method could be used both for cross checking information obtained using other methods and
for understanding processes which are difficult to grasp in an interview context. This method is
useful when studying subjects who are not capable of giving verbal reports of their feelings for
one reason or another. Under this method, the information is sought by way of the investigator’s
own direct observation without asking from the respondent.
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Document Analysis
In order to examine the overall performance of the organization, the researcher has reviewed
documented information to seek data about the impacts, purposes and challenges regarding the
establishment of a valuable Strategic Human Resource Management.
3.4 Procedures of Data Collection
For convenience’s sake, a supportive letter was sought from the teaching institution’s department
(in this cases, Addis Ababa University). The supporting letter was given to the concerned body of
ESLSE, after which permission was granted to carry out the study.
The researcher has mainly contacted the Human Resources Department (HRD) and discussed
about the thesis, he physically contacted the Department to explain the purpose of the study, the
data collecting instruments and the set time to deliver the instruments as well as the final results.
After this, the researcher described the study to the selected employees of ESLSE from each
stratum. And then he gave instructions for completing the questionnaires and assured
confidentiality. The researcher also conducted interview with the selected participants. Finally, the
researcher with the help of the HR Department received the questionnaires.
To assure reliability, and address issues of possible common method variance, Cronbach’s Alpha
reliability test was conducted. Reliability is the degree to which an assessment tool produces stable
and consistent results.
The Cronbach’s Alpha clearly showed the researcher the variables that should have been forgone.
After making the reliability test using the Cronbach’s Alpha by using pilot tests, some variables
were removed from the questionnaire. This made the questionnaire more reliable
3.5 Data Analysis
The first step towards analysis involved converting the collected responses into some system which
is numeric. The researcher took the next steps for scoring each item and arrived at a total score.
On the thesis, this was clarified and followed strictly. The whole procedure was described in detail
in the final thesis report, in an organized manner. For the reason that interviews were upheld, the
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collected data were not only analyzed quantitatively, but also qualitatively. It was made
qualitatively in that the researcher reported the responses of the interviewees.
The researcher has brought forth a suitable software which is SPSS for assistance of analyzing the
quantitative data. The techniques used for analysis helped to prove the correlation between SHRM
and ESLSE’s performance. Therefore, the objectives of this study and research questions were
dealt with henceforth. Tabular presentations and charts were also brought forth to clarify the
analysis.
3.6 Reliability Test
The researcher has used Cronbach’s alpha to assure reliability of the questionnaire. He has piloted
thirty respondents for this purpose. Cronbach’s alpha is a coefficient of reliability. It is commonly
used as a measure of the internal consistency or reliability of a psychometric test score for a sample
of examinees. Hence, Coefficients of .90 or greater are nearly always acceptable, .80 or greater is
acceptable in most situations, and .70 may be appropriate in some exploratory studies for some
indices Lombard (2010). The researcher developed 35 items for respondents and tested their
reliability in five variables with their items.
After making the pilot tests, the researcher understood that some of the questionnaire items needed
to be removed. For the first round of the pilot test, the researcher used thirty out of the forty of the
Human Resources Department employees. The remaining ten employees in addition with other
employees from other departments were used for the second round pilot test. Therefore, as shown
in table 3 the reliability of the variables with their refined 31 items are shown below.

39

Table 3: Reliability Statistics

Cronbach’s Alpha

Variables
Organizational Climate (8 items)

.711

Knowledge Management and Training (2

.804

items)
Devolvement (6 items)

.772

Performance Measures (7 items)

.813

SHRM and its relationship with ESLSE

.910

Performance (8 items)

3.7 Ethical Issues
The researcher on his research has clearly stated that the questions are solely for research purposes.
Additionally, to make the respondents feel free and confident that this only for research purposes, the
researcher got an endorsed letter from the Human Resources Management manager informing each
department manager to cooperate with the researcher as best as they could.
While making appointments for interviews, the researcher informs and assures the managers to be
interviewed that this is solely for research purposes; the researcher also assures coordinators while
disseminating the questionnaires
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CHAPTER FOUR
PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA
Research results were obtained in respect of the relationship between Strategic Human Resources
Management and Organizational Performance in the Ethiopian Shipping and Logistics Services
Enterprise. For this, questionnaires have been distributed to 287 non-management employees.
Interviews were made to 16 management employees. A total of 278 questionnaires were received,
due to the incompletion of data 7 questionnaires had to be discarded and 9 questionnaires were not
returned from respondents.
Therefore, 271 questionnaires were considered for the data analysis. The data received from the
respondents were analyzed with help of statistical software program SPSS 22. The results of the
data obtained from analyzing using the SPSS software are described henceforth.
Items of the questionnaire are grouped in five major parts. For analyzing the result of the
questionnaires, similar items are grouped thematically. The groupings are shown using frequency
and percentage. Also, to show the overall result for the major parts, there are five summarized
tables. These summarized tables use mean value for analysis.
The minimum mean ranking for each item is 1, and the maximum is 5. While using mean for
analysis this simply means that results falling less than 3 show low rates of reply (the lowest being
rates from 2 to 1), results falling above 3 show high rates of reply (the highest being rates from 4
to 5). For analysis purpose the indicators are shown in their abbreviated forms. That is, SA stands
for Strongly Agreed, A stands for Agreed, N for Neutral, D for Disagreed, and SD stands for
Strongly Disagreed. If a respondent does not answer a certain field, that will be shown as ‘missing’.
Therefore, Missing stands for unanswered area in the questionnaire.
4.1 Demographic Data
Below is table showing demographic data of respondents based on their age, sex, educational
background, and year of service in ESLSE.
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Table 4: Demographic Data of Respondents
Item

Frequency

Percent

20-30

91

33.6

31-40

91

33.6

41-50

56

20.7

51-60

24

8.9

Missing

9

3.3

Total

271

100.0

Male

86

31.7

Female

175

64.6

Missing

10

3.7

Total

271

100.0

Educational

Diploma

125

46.1

Background

First Degree

120

44.3

Master’s Degree

17

6.3

Missing

9

3.3

Age

Sex

Category

Total

271

100.0

Year of

1-5 years

190

70.1

Service

6-10 years

36

13.3

11-20 years

18

6.6

above 20 years

9

3.3

Missing

18

6.6

Total

271

100.0

As can be seen from the table above, the age of most employees who were included in the sample
for questionnaire were in the age ranging from twenty to forty. That is 67.2% of the respondents
fall in this category. It can be said that these employees fall in the productive workforce category.
Out of the total, 20.7 % of the respondents were in the ages from forty-one to fifty, 8.9% which is
the lowest coverage is comprised of the oldest age group which is from fifty one to sixty. Out of
the respondents, nine employees did not reply about their age.
There were more female respondents than the male, out of the 271 respondents 175 or 64.6% of
the respondents were female. From this data, and from reviewing the documents, it has been noted
that a good number of female employees were employed in the Head Office. This may be due to
the fact that nowadays employers are choosing female candidates over male candidates for jobs
requiring ones presence for a long period of time in an office. Especially in our capital city Addis
Ababa. It is thought that female candidates are patient in regards to tedious tasks. The researcher

42

has noted that employees in the head office of ESLSE considerably were busy, and have too much
office work to do.
For the educational background, out of the 271 respondents 125 (46.1%) are diploma holders, 120
are first degree holders (44.3%), and 17 (6.3%) are Master’s Degree holders. Nine employees did
not reply to this field. According to the HRM manual article 2.4, Sub-article 2.4.2 (3), whenever
there is a vacant position, employment requests arise from departments. The qualification will be
decided by the HRM manual by referring to its list of positions vis-à-vis the departments’
manpower needs. Therefore, the above figures may show that the requirements made by
departments in the Head Office tend to focus on diploma and degree holders.
Out of the 271 respondents, the majority of the respondents (70.1%) stayed with the company up
to 5 years, this could mean most of the views given by the respondents are from relatively new or
fresh workforce. This maybe one factor to give the finding one direction. The fewest number of
respondents are the group who stayed with the company for more than 20 years, they comprise of
only 3.3% of the respondents. Due to some reasons, for this field a significant amount of
respondents did not state their year of service. Even though it would have been preferable if
employees with more years of service were included in the study, ESLSE is somewhat a new
enterprise itself. It is less than four years since its amalgamation. All respondents stayed with the
company for more than one year.
4.2

Organizational Climate

Challenging Job Roles and Motivation and Stimulation
Assigning challenging activities to employees does not only make the employee feel valuable but
will also make his capability stretch beyond a certain limit. This will have a satisfactory effect both
on the overall organizational performance and the individual. Therefore, one of the methods or
ways that can be used to have a positive organizational climate is to make employees feel
challenged and motivated in activities that stimulate them always to go further (Strategic human
resource management - Factsheets – CIPD). To help achieve departmental goals and company
objectives in a sure and easy manner employees need to feel motivated and stimulated. The higher
management of the company can make plans and set criteria for some employees’ motivational
activities. These activities can make employees help them feel stimulated and happy in their day43

to-day activities. Employees can be motivated using different mechanisms. Lack of motivation
and stimulation may be a red flag to organizations.
Table 5: Challenging, Motivating and Stimulating Job Roles

I feel challenged in the activities that are
assigned to me

Frequency

I feel motivated and stimulated to go
further in my activities

SA

13

Percentage
5.0

Frequency

Percentage

55

20.3

A

111

42.4

121

44.6

N

80

30.5

39

14.4

D

39

14.9

44

16.2

SD

19

7.3

12

4.4

Missing

9

3.3

The majority of the respondents agreed to the fact that they are assigned challenging jobs or tasks.
More than 42 % of the respondents agreed that their task is challenging enough. Since most of the
respondents were in the age group from 20 to 40, it would be a loss to the organization not to
assign more challenging jobs to its employees. This shows that employees are willing to go beyond
their call of duty, and the higher management is utilizing this fact. Depending on the fulfillment
of other facts, this may lead to job satisfaction. Also, the researcher has noticed that overall
employees are very busy, and have a very busy working environment. The researcher has also
noticed that most employees are stretched a bit too much in their tasks.
More than 60% of the respondents agreed and strongly agreed that they feel motivated or
stimulated with regards to their activities. This may mean that the higher management focuses on
and plans motivational activities. Also, the researcher observed notice boards showing
photographs of different seminars, award and recognition activities of employees. The researcher
noted such activities that may help employees of ESLSE feel more motivated and stimulated.
As a policy, if an organization has motivational activities, this may contribute to the betterment of
overall employee feelings. Even if the task of this fact may be attributable to the HRM department,
the higher management including the CEO needs to be highly involved.
Facilities and equipment
To have a positive working environment and a productive workforce, employees must never beg
for the fulfillment of basic facilities and equipment necessary for undertaking their task.
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Employees need not worry about such matters. Factors like this may hamper the positivity of the
organizational climate and affect the overall performance of an organization.
The organization must have a system to fulfill such needs. Special emphasis must be given to new
employees, it must be made sure that new employees get full support regarding this matter in no
time at all. If this is not the case the company is not only jeopardizing the existing organizational
climate, but is also wasting resources in terms of human as well as time.
Forty eight percent of the respondents agreed that the facilities and equipment provided to fulfill
their task were adequate. And, 17% of them strongly agreed to this fact. This fact shows that
ESLSE may be fulfilling its side of the obligation. It shows that ESLSE provides working facilities
to its employees in a fulfilled manner.
Employees’ Opinions and Feedback on Employees’ Views
Creating a sense of ownership in and among employees may not be an easy endeavor. But,
employees need to have a sense of ownership. Studies have shown that employee participation is
positively related to performance, satisfaction, and productivity of an employee (Verma, 1995).
To feel sense of ownership, employees need to feel heard and receive feedback on their opinions.
If employees feel heard they will care more for their companies and contribute more to their
companies. The two questions regarding opinions and feedback are expected to show opposing
outcomes.
Table 6: Employees’ Opinions and its Acceptance and Feedback

I believe that my opinion counts

I never get feedback on my views

Frequency

Percentage

Frequency

Percentage

SA

9

3.6

12

4.7

A

109

43.1

33

13.0

N

72

28.5

72

28.5

D

63

24.9

73

28.9

SD

0

0

63

24.9

Missing

18

6.6

18

6.6

From the result about opinions, 43.1 % of the respondents agreed to the fact that their opinions are
heard. This shows that ESLSE may value the comments and suggestions given by its employees.
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But the fact remains that the amount of respondents who disagreed to this fact was also considered
at 24.9%.
According to the study of Jimoh and Danlami (2011) facilitating and enhancing greater employee
influence and participation is obviously basic to successful HR practice in organizations. This
implies the fact that communications channels must be made easily available to employees.
Comments and opinions from employees must be collected and reflected upon. The stated question
was ‘employees in this company are provided opportunity to suggest improvements in the ways
things are done’. It was measured through a scale having five items with Likert’s scale (ranging
from 1 ‘strongly disagreed’ to 5 ‘strongly agreed’). The result of the study in this aspect indicated
a high level of effective career planning system and employee participation within the Nigerian
manufacturing sector.
Regarding the development and training practices of ESLSE, the researcher has noted that there is
a system of receiving feedback especially by the HRD of the organization. The HRD uses this
system to maintain and follow up training and development issues of the organization.
As can be seen from the result, the majority of respondents (28.9%) disagreed to the fact that they
never get feedback on their views. While 24.9 %, which is a big amount of employees to strongly
disagreed, confirmed the fact that they get feedback. The researcher believes that this may be a
success for the company in regards to its organizational climate. This could have positive effects
of the work environment as well as the productivity of the workforce as a whole.
Awareness of Company’s Plans and Integration and Activeness
Information regarding the plans of the company must be made as transparent as possible to
employees. This will assure readiness in the part of the employees for anything new that may come
along the way. It will also make them feel integral. Most change of plans or work procedures must
take into account the input of employees.
Plans must arise from the employees as well. Employees can be given the chance to contribute
towards plans, or departmental goals and objectives. This will assure not only sense or feeling of
ownership but also will make employees feel responsible and ready to whatever tasks that may
come along the way.

46

Employees need to be active and integral within a certain group. This factor not only assures
positive organizational climate, but also assures the sustainability of company culture. The more
active is an employee within a group, and the more integrated is a group, the company culture has
a better chance of surviving and being implemented. The company culture will easily be
communicated within a group.
If company culture is communicated and discussed easily within and among a certain group, the
company will have much lesser obligation in assuring that the company goals and objectives are
met. Synergy within a group assures easy maintenance of company culture. Maintenance of
company culture assures the easy achievement of company goals and objectives.
Table 7: Awareness of Company’s Plans and Feeling of Integration

I am aware of the company’s plans

I feel integral and active in a group

Frequency

Percentage

Frequency

Percentage

SA

42

16.0

36

13.9

A

78

29.8

72

27.8

N

85

32.4

103

39.8

D

36

13.7

42

16.2

SD

21

8.0

6

2.3

Missing

9

3.3

12

4.4

For the first part, it can be noted here that most employees (32.4%) have chosen neutral. This could
mean that they chose to somewhat abstain from giving their opinion regarding this matter. This
shows that ESLSE is lenient about sharing its future plans or its intentions for adjustments.
When compared with the employees who disagreed and strongly disagreed, the number of
respondents who agreed and strongly agreed is higher at an aggregated 45.8%.
Like the first part, the question about being integral and active shows that a large portion of the
respondents (39.8%) have chosen to remain neutral. This puts the fact of this questionnaire under
question. Due to the fact that 16.2% of the employees disagreed to this statement, there is a
significant amount of employees who may think that they do not feel integral and active in a given
group.
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Although, the number of employees who agreed and strongly agreed to this fact is high, the fact
remains that the majority of employees fall in the category of neutral and agreed. Therefore, there
is a chance that a good number of respondents may not feel integral and active within their group.
This may put the transparency, communication, and maintenance of the company culture in a
difficult angle. This means work to the management body of the company in getting the employees
aligned with the organizational goals and objectives will be much harder to achieve.
Compensation Satisfaction
Organizations need to do extensive research to know and determine the market price of each
function or job. This can be done by determining the most important tasks. Organizations need to
offer something competitive and attractive, including benefits such as medical care, food,
transportation and others. But this must be done in a way that does not compromise the financial
health of the company (Strategic human resource management - Factsheets – CIPD).
It can be seen that the respondents of this question are somewhat in the middle. According to
respondents, 25.8 % of the respondents remain neutral to this aspect. More than 37% of the
employees (26.2% and 11.1%) disagreed and strongly disagreed to this notion.
According to the study of Jimoh and Danlami (2011) measured using a questionnaire through a
scale having five items with Likert’s scale (ranging from 1 ‘strongly disagreed’ to 5 ‘strongly
agreed’), compensation system has a mean score of 17.05 (68.2%) out of a possible maximum
score of 25 depicting an impressive fit between perceived compensation system in the Nigerian
manufacturing sector and the overall industry policy on compensation of workers.
The researcher has also noted that ESLSE is a booming enterprise and aspires to be Africa’s best
Shipping and Logistics Enterprise. But, aside from the sea going employees, the structure of the
salary, bonus, and other benefits is poor. Through observation and document analysis, the
researcher has found out that sea-going employees’ compensation and benefit is totally different
from that of other employees. Their compensation and benefit is much better. This is due to the
high competitors world-wide and the compensation policy derived from the International Maritime
Convention.
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Summary of Respondents’ Feedback on Organizational Climate
The opinion of employees on organizational climate of ESLSE has been summarized in Table 11
below in terms of mean rank scores.
Table 8: Summary of Respondents’ Feedback on Organizational Climate
I feel
challenged in
the activities
that are
assigned to
me

I feel
motivated
and
stimulated to
go further in
my activities

Facilities
and
equipment
to fulfill my
task are
adequate

I believe
that my
opinion
counts

I never
get
feedbac
k on my
views

I am
aware of
the
company’
s plans

I feel
integral
and
active in
a group

I am
satisfied
with my
pay

3.2290

3.6015

3.6347

3.2530

2.4387

3.3206

3.3475

2.9959

Minimu
m

1.00

1.00

1.00

2.00

1.00

1.00

1.00

1.00

Maximum

5.00

5.00

5.00

5.00

5.00

5.00

5.00

5.00

Mean

In this research, the values are arranged in ordinal way (from minimum 1 – strongly disagreed to
maximum – 5 – strongly agreed).
Except in the case of the fifth question, this means mean values above 3 are good or favorable.
Even though it is a favorable response, the mean value of the fifth question is 2.4387 makes the
feedback to have a low rating (because it is a negative question). Additionally, as can be seen from
the mean data above, the second and third questions show respondents have given high or favorable
responses. Respondents tend to be neutral about the question regarding their pay in that the mean
value of the last question is 2.9959. Other factors such as the facts that they are assigned
challenging jobs, regarding their opinions, knowledge of the company plans, and feeling of active
in their group have good ratings.
The aggregated mean is 3.228. Therefore, this summary of respondents’ feedback on
organizational climate shows an outcome indicating improvement. The point especially in regards
to assignment of challenging activities, opinions, communication of plans, being integral, and
compensation satisfaction need to be worked on.
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4.3 Knowledge Management and Training
Generating Knowledge and Intuitive Ideas
KM (knowledge management) and training is about fostering a culture of training and empowering
employees so that they feel free to generate knowledge and intuitive ideas, all of which in the long
run, benefits everyone (Strategic human resource management - Factsheets – CIPD). The company
can be benefited from the knowledge and ideas coming from its employees. This may help provide
for the betterment of the company. Management bodies of organization need to make conducive
environments for idea sharing as well generating.
Even though a lot of respondents agreed to this fact, the aggregate of the respondents who
disagreed (24.8%) and strongly disagreed (14.9%) are more than the respondents who agreed
(26%), and strongly agreed (10.7%). This may show that employees of ESLSE do not feel free to
generate knowledge, share their understanding and experience, and give constructive ideas. This
may mean the management has not created a conducive environment to generate knowledge and
intuitive ideas.
Developing Information and Knowledge
Knowledge management focuses on the proper management and preservation of information and
knowledge developed by the company. This can be done using efficient, reliable and transparent
communication systems (Strategic human resource management - Factsheets – CIPD). Most multinational companies are sensitive about the knowledge their employees generate. They develop an
idea and system of knowledge library. On this system they properly manage their knowledge
generated year by year, sector by sector. They use this library to transfer knowledge, as a means
to qualify personnel and test capabilities.
Most respondents agreed to this notion. This may be in line with the fact that the researcher has
noticed the existence of effective training centers being built in different branches out of Addis
Ababa. The HRD has an efficient system of developing information and knowledge.
It is worth noting that most multi-national companies in the world are sensitive about the
knowledge their employees generate that enforce and take extra measures to keep the information
and knowledge within the borders of their companies. They make sure that their employees never
share or use company information and knowledge with and to other third parties.
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This has also been part of the interview, in that the researcher has tried to check with interviewees
the aspect of measures taken to make sure that knowledge stays with the company when employees
resign or are lost to competitors. This knowledge may be gained through their stay in the company
mainly in the developmental activities and trainings bestowed upon them. Four respondents out
the 16 interviewees stated that the exit process of quitting employees is not sophisticated and that
the procedure is simple. The interviewees replied that the IT system of ESLSE is secured in that
information and knowledge cannot be shared outside the company using flash drives. To protect
the company’s information security, the IT of the company uses some mechanisms including but
not limited to the prohibition of flash drives within the company premises. But they are not sure if
employees take out documents in printed forms when they are terminated.
Five respondents’ answered in a similar way in that there is a high rate of turnover among the seagoing employees mainly due to the availability of competing benefits. Seven respondents’ replies
to this question revolved in the fact that there is no significant mechanism to make sure that
knowledge stays with the company when employees resign or are lost to competitors. Employees
are free to leave as long as they finish their clearances. Employees are requested to fill exit
questionnaire, which is a fact related with ethics. This may mean that even if employees are lost
to a competitor, there are not sufficient measures that are taken to make sure that at least some of
their knowledge stays with the company as a legacy.
Summary of Respondents’ Feedback on KM and Training
Table 9: Summary of Respondents’ Feedback on KM and Training
I feel free to generate
knowledge and intuitive ideas

ESLSE continuously develops
information and knowledge

2.9275

2.7154

Minimum

1.00

1.00

Maximum

5.00

5.00

Mean

The mean of this summary tend to show low result in the aspect of ESLSE’s KM and training.
The researcher on his interview has noticed and has come to understand that there are some unique
training programs issued by ESLSE. These include port administration and freight forwarding.
Since this is the only organization in Ethiopia to train captains, it focuses on their specialization.
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According to observation and document analysis of the HRD, sea going employees have licenses
that will expire on yearly basis. In order for the license to be active they need to get trainings. The
trainings for the sea going employees are arranged in the U.K, Greek, India and Ghana.
The researcher on his document analysis has come to understand that questionnaires will be given
out for managers and employees every two years. Interview will also be conducted with managers.
The feedback gained from the interview and questionnaire will be used as an input for the need
assessment and future plans of employees’ training and developmental needs.
Every employee of every department including the sea going and shore based employees will be
considered for the purpose of training and developmental needs. Analysis will be done by the HRD
accordingly. Plan will be implemented. Based on the decision of the higher management, long and
short term trainings and developmental activities will be issued.
The training and developmental activities will be done both within ESLSE and using external
trainers. Afterwards, satisfaction survey will be undertaken and feedback will be collected on the
training and developmental activities.
4.4 Devolvement
Strategic Intention of the Company
The HRM of an organization must support the intention of the company and help it to be on the
right track. The HRM needs to be involved deeply in strategic matters of a company’s business.
The HRM must contribute to the fruition of the company plans. HR practices need to be integrated
to the strategic plans. This way, the HRM of a company will have more value to contribute towards
the success of a company’s endeavor towards its objectives.
Most respondents to this questionnaire agreed to the fact that the HRM of ESLSE contributes to
the strategic intent of the company. 29.3% of respondents have chosen to remain neutral, little
amount of respondents disagreed (13.2%) and very few strongly disagreed (5.6%) to this fact.
The researcher has tried to see this aspect using interview and most of the respondents agreed to
the fact that the HRM department supports the strategic intentions of ESLSE. According to the
HRM manager “the HR of ESLSE currently supports the strategy related with profit maximization
and maintain the work relationship.” The HRM manager has also stated that the HR Manual is
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consistent with the workers’ manual or the CLA (Collective Labour Agreement)”. All respondents
of the interview agree to the fact that the HR policies are consistent with the organizational
strategies.
On making the document analysis of the HR manual of ESLSE, based on the practice of the BSC,
at the end of each six months, employees will be appraised based on their commitments made on
the BSC. Based on the outcome of the appraisal result, employees will be rewarded or punished.
If aggregate score of an employee is from 95 – 100, this will be excellent performer, 100 outstanding performer, 80 – 95 moderate performer. Based on the result bonus will be issued at
the end of the year based on the semi-annual average performance. Depending on the performance
individuals may be subject to promotion as well. By this practice, the management assures that the
strategic intentions of the company are fulfilled by giving more benefits and more reward to those
who make more contributions.
HRBP or a mere Subordinate
The HR of a company needs to be involved in the business of each sector and prove to be helpful
and valuable to the business of the organization. It must internalize the business and create value
to departments and sectors of the company. HRM is an integral part of a company.
Therefore, it is imperative that it devotes itself to the fulfillment of departmental goals.
Supervisors, managers, and employees must turn to HR for facilitation and help.
HR must not be a mere body keeping employees in check as to whether they are fulfilling the rules
and regulations of a company. HR needs to help achieve goals, help maximize profits, and coming
up with solutions for different aspects of a company.
One of the measures of a good HR is to know the business of each sector of an organization.
Without knowing the business, HR department employees will not be effective in coming up with
values to the business.
For the benefit of devolvement to be realized, line managers will need to possess appropriate skills
to execute HR practices competently and effectively to a benchmarked standard advocated by HR
managers (Hall and Torrington, 1998). This means that the senior HR manager needs to be a
strategic partner with line managers, providing training, resources, incentive and a communication
channel to ensure these HR practices are carried out in accordance with HRM policy (Teo, 2002).
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Table 10: Being an HRBP, Knowing the Business
The HR of this enterprise never acts as a Business
HRM department employees know the
Partner, but a mere subordinate
business of each sector of an organization

Frequency

Percentage

Frequency

Percentage

SA

9

3.3

38

14.0

A

82

30.3

63

23.2

N

81

29.9

62

22.9

D

81

29.9

75

27.7

SD

18

6.6

33

12.2

From the first part of the questionnaire, it can be seen that the number of employees who agreed
and strongly agreed to this question is slightly lower than the number of employees who disagreed
and strongly disagreed. The fact remains that there is high number of employees being neutral.
This finding infers to the fact that HR of ESLSE acts as a Business Partner. This shows that the
HR of ESLSE involves deeply in the business of the enterprise and helps employees achieve their
goals. It is also worth mentioning that this aspect needs a little improvement since almost half of
the respondents agreed negatively.
From the second part of the questionnaire, it can be seen that the number of employees who
disagreed (27.2%) and strongly disagreed (12.2%) to this question is a little more than the number
of employees who agreed (23.2%) and strongly agreed (14%).
The fact that almost half of the respondents think HRM department employees know the business
of other sectors is commendable. This might set the future of the company to a brighter future.
Awareness of HR Practices
One of the main issues with the idea of devolvement is that line managers need to know and be
aware of HR practices.
In order for devolvement to take place, line managers need to be exposed to learning opportunities.
They must know and learn the HR practices. This will help both the line managers and ESLSE. It
will help the managers in widening their managerial skills and the company in assuring that the
managers get the necessary know-how. Among other ways, this can be achieved using different
mechanisms. One way is by issuing and publicizing HR knowledge enablement courses. The
managers can be exposed to this courses by the facilitation of the HR department of ESLSE.
54

Table 11: Knowledge and Awareness of HR Practices by Line Managers

Line managers know and are
aware of all HR practices

Line managers get learning
opportunities of HR
practices

Frequency Percentage Frequency

It can be said that line managers
know the HR practices well

Percentage

Frequency

Percentage

SA

34

12.5

25

9.2

9

3.3

A

97

35.8

84

31.0

127

46.9

N

86

31.7

92

33.9

81

29.9

D

45

16.6

53

19.6

45

16.6

SD

9

3.3

17

6.3

9

3.3

Most respondents agreed to the first question. The majority (35.8%) agreed flat out to this
statement, while, 12.5% of the respondents strongly agreed to this fact. The number of employees
who chose neutral is also very high.
The amount of respondents who disagreed to this question is only 16.6%. This shows that the
exercise of devolvement could be high in ESLSE. And that ESLSE is utilizing the advantages of
using devolvement. This means the HR and the overall management of ESLSE is less burdened
with many bureaucratic functions.
For the second question, it can be seen that most respondents agreed to this fact (31%). Very small
amount of respondents disagreed (19.6%), and much smaller strongly disagreed to this fact (6.3%).
It is possible that line managers may not get chances to make themselves aware of the HR practices.
This means they will have difficulty to exercise HR roles. The outcome of this question supports
the finding of the previous question. The feedback of this question stresses the fact that line
managers may be knowledgeable to HR practices. It also stresses the fact that they could have the
possibility to help their subordinates by exercising HR roles.
From the last item, it can be seen from the result that a very high amount of respondents (46. 9%)
agreed to the fact that line managers do know the HR practices well. A very small amount of
respondents disagreed and strongly disagreed to this fact.
According to the study of Waiganjo, Mukulu, and Kahiri (2012), to assess the tendency of
organizations to devolve human resource practices to line officers, two criteria are used, namely,
the involvement and training of non-personnel officers (e.g. Accountants) in human resource
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practices. Based on a possible maximum score of 5 in five HR practices, the results revealed that
line mangers executed a mean of 3.31 (66.2%) human resource practices indicating a moderate
involvement of line managers in the execution of human resource management practices. In terms
of the second criterion for devolvement (which is training provided to line mangers to execute HR
practices), the finding shows a low level of training given to non-personnel officers as only 25.3%
of line managers are trained to execute HR practices.
This affirms that HR practices awareness and HR learning opportunities exists in ESLSE. It also
shows that it is not exercised to the full extent. The number of respondents who chose neutral is
high.
Summary of Respondents’ Feedback on Devolvement
Table 12: Summary of Respondents’ Feedback on Devolvement
The HRM
contributes
to the
strategic
intent of the
company

The HR of this
enterprise never
acts as a Business
Partner, but a
mere subordinate

HRM
department
employees know
the business of
each sector of
an organization

Line
managers
know and
are aware
of all HR
practices

Line managers
get learning
opportunities of
HR practices

It can be said
that line
managers
know the HR
practices well

3.4474

2.9373

2.9926

3.3764

3.1734

3.3026

Minimum

1.00

1.00

1.00

1.00

1.00

1.00

Maximum

5.00

5.00

5.00

5.00

5.00

5.00

Mean

Except for the third question, which tend to be a little lower at 2.99, other mean values are more
than 3. This means the aggregate result is somewhat good. It can be summarized that the HR
department could be a strategic partner, and that the department employees may have some
knowledge about the business of the sectors in ESLSE. It can also be inferred that line managers
are aware of the HR practices. The line managers also may be getting enough opportunities to
know the HR practices of ESLSE. Therefore, this summary of respondents’ feedback on
devolvement shows a good outcome.
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4.5 Performance Measures
Effective Conformation to Requirements
This questionnaire tries to assess the views of the respondents in terms of effectiveness of the
services provided by ESLSE. This aspect tries to see the process characteristic. It tries to see if the
process output (work product) conforms to requirements of the end-user.
Most respondents agreed to the fact that the service/ output/ work product of ESLSE effectively
conforms to requirements of its end-users. But still a large amount of respondents equaling to 43.1
% chose to disagree, strongly disagree and neutral. Almost all should have surely opted to agree
with this item. This is all the employees’ cumulative effort and result, it shouldn’t have been
doubted.
This could prove that the company is on the wrong track regarding it performance in relation with
conformity to requirements.
Output at Minimum Resource Cost, Meeting Customer Requirements and Expectations,
Timeliness, Customer Requirements
The assurance of these performance measures may be an indicator to the path of the organization.
Producing output with minimum cost could boost a company’s performance. Resource cost may
mean cost in terms of manpower, finance, and time spent on producing the required outcome. The
performance may have positive results both in the short term and long term.
The second factor could be a big measure of ESLSE’s performance in that meeting customer
requirements and expectations could give the company a higher leverage of achieving its
performance measures. This is one quality that every companies need to put to make their number
one priority. Also, timeliness is a decisive measure of quality performance. This is a measures of
whether or not a unit of work was done correctly and on time.
Not being on time can have different costs to the company. The costs could be in the form ranging
from direct financial loses stretching to legal complications. Most customers give serious weight
to this issue. The fulfillment of this issue will not only benefit the overall performance of the
company, but also increase the morale and work satisfaction of employees.
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Table 13: Producing Conforming Quality Output Timely at Minimum Resource Cost

ESLSE’s process efficiently
produces the required output
at minimum resource cost

The quality of
ESLSE’s service
meets customer
requirements and
expectations

The work here is done
correctly and on time
giving due notice to
timeliness

I believe that our criteria
is established to define
what constitutes
timeliness for a given
unit of work based on
customer requirements

Frequency

Percentage

Frequency

Percentage

Frequency

Percentage

Frequency

Percentage

SA

15

5.5

19

7.3

9

3.3

17

6.3

A

70

25.8

84

32.1

127

46.9

112

41.3

N

96

35.4

81

30.9

54

19.9

48

17.7

D

69

25.5

57

21.8

72

26.6

82

30.3

SD

21

7.7

21

8.0

9

3.3

12

4.4

9

3.3

Mi
ssi
ng

For the first item, the amount of employees who agreed and strongly agreed (25.8 and 5.5%) is
slightly lower that the amount of respondents who disagreed and strongly disagreed (25.5% and
7.7%). It should be noted that a high amount of respondents chose to be neutral regarding this
aspect.
This could put the stance of ESLSE in question in that respondents seemed to somewhat also favor
to disagree. This could mean that employees have noticed high cost in performing activities. This
could also mean that they have witnessed some wastage in the process of the work flow. This
factor could be an indicator that there is maximum resource cost in ESLSE.
It can be seen that the majority of respondents agreed (32.1%) to the fact that customer
requirements and expectations are met. A large amount of respondents (21.8%) have honestly
disagreed to this fact.
It goes without saying that employees should have full-heartedly indicated that customer
requirements are met. But this is not the case in this question. This could mean that there are factors
that employees have noticed amiss regarding the fulfillment of customer requirements and
expectations.
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Ketema (2015) in his study has noted that the majority of the respondents agreed that strategic plan
implementation enhances organizational performance, efficiency and effectiveness and
significantly reduces operational cost of the organization. He stated that it is possible to deduce
that strategic plan implementation brought significant changes in terms of the 3Es of the
organization, i.e., Economy, Efficiency and Effectiveness.
For the third item of the above table, 46.9% agreed. Third parties, or customers could have
differing opinions. But, the fact that employees believe that timeliness is fulfilled may show that
the company has set its way on a productive course. This could be a positive sign on the
performance of ESLSE.
From the feedback stated above most respondents (41.3%) agreed to the fact that criteria are based
on customer requirements. But, it should also be noted that a high amount of employees (30.3%)
disagreed to this fact. Therefore, this could show that customer views and requirements are not
respected and taken into consideration in ESLSE.
Productivity Measure
To be reliable and realistic the productivity added by a process, needs to take into account the
value of the labour provided. It should also take account of the capital consumed. Without,
including such factors the productivity measure could be easily and meaninglessly be escalated.
This could jeopardize a lot of company-activity-related reports.
A huge number of respondents out of the total (34.3%) indicate that they agreed to the fact that
ESLSE’s productivity measure takes into account the value of the labor and capital consumed.
This could be commendable due to the fact that ESLSE could have chosen right mechanisms to
measure its productivity.
Safety
Environmental health and safety (EHS) is nowadays becoming one of the main anchors enabling
companies to be competitive. Gone are the days when organizations only used to focus on
improving their performance without taking into consideration this factor.
Nowadays EHS has become a requirement for especially multi-national companies. Multi-national
companies may not be granted with enough qualification rights to take part in different activities.
Companies may lose the chance of providing their goods and services due to lack of EHS. The
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perfection and fulfillment of EHS is being taken as the sign of being technologically advanced. It
is also taken as being competitive and strong. Therefore, safety is taken as a priority in all lines of
duties.
Table 14: Organization’s Environment and the Working Environment of its Employees

Overall health of the organization’s environment and the working
environment of its employees is not taken into account

Frequency

Percentage

SA

14

5.2

A

60

22.1

N

55

20.3

D

113

41.7

SD

29

10.7

Missing

17

6.3

A very huge amount of respondents disagreed to this aspect (41.7%). It can also be noted that a
significant amount of respondents (22.1%) agreed to this fact. But compared with the respondents
who disagreed, this number is very low.
This may indicate that it may help ESLSE in its journey to be competitive with similar enterprises
in the continent. The mechanisms to introduce, maintain, enforce, and undertake Environmental
Health and Safety must be one of the issues to have priority.
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Summary of Respondents’ Feedback on Performance Measures
Table 15: Summary of Respondents’ Feedback on Devolvement
I believe
that our
criteria is
established
to define
what
constitutes
timeliness
for a given
unit of work
based on
customer
requirement
s

ESLSE’s
productivit
y measure
takes into
account the
value of the
labor and
capital
consumed

Overall
health of the
organization
and the
working
environment
of its
employees is
not taken
into account

Our service/
output/ work
product
effectively
conforms to
requirements

ESLSE’s
process
efficiently
produces
the required
output at
minimum
resource
cost

The quality
of ESLSE’s
service
meets
customer
requirement
s and
expectations

The
work
here is
done
correctly
and on
time
giving
due
notice to
timelines
s

3.3911

2.9594

3.0878

3.2030

3.1476

3.1107

2.6937

Minimu
m

1.00

1.00

1.00

1.00

1.00

1.00

1.00

Maximum

5.00

5.00

5.00

5.00

5.00

5.00

5.00

Mean

This section has an overall mean ranking of good rating. As we can see, except for the second and
last question (which is a negative question) all other questions have received results more than the
mean ranking of 3. But it can also be seen that all are less than 3.5.
4.6 SHRM and its relationship with ESLSE Performance
Training Received by Employees, Culture of Training and Empowering Employees,
Enablement Materials
This question tries to see the relationship between trainings received by employees towards the
improvement of the ESLSE’s performance. To assure long-term success and the continuity of the
company culture, among other things companies need to develop culture of continuous
development, training and empowering employees.
Employees should not only get exposure from their daily tasks and through the contact made with
their subordinates and colleagues. It must be made sure that employees receive enablement courses
in their field. This will not only help them gain additional knowledge, but will also prove to be
fun. Enablement materials will make employees gain new knowledge and help them reflect on
their tasks from different angles. But, it must be made sure that this is done in a continuous manner.
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Table 16: Trainings Received Vis-à-vis Company Performance

The trainings that we receive has helped to
improve our company’s performance

In ESLSE, there is a
culture of training and
empowering employees

I receive constant
enablement materials on
my tasks and has helped
me improve

Frequency

Percentage

Frequency

Percentage

Frequency

Percentage

SA

68

25.1

46

17.0

35

12.9

A

100

36.9

89

32.8

108

39.9

N

49

18.1

36

13.3

59

21.8

D

37

13.7

75

27.7

62

22.9

SD

17

6.3

25

9.2

7

2.6

The majority of the respondents (36.9%) of the first item agreed to the fact that the trainings that
they received has helped ESLSE improve its performance. Here the biggest percentage of strongly
agreed can also be seen (25.1%). This may show that the management has clarified to the
employees the use of the trainings given to them. The management may have also clearly clarified
how the training will benefit the task of individuals. And, they may also have laid the foundation
to assure that trainings given never go to waste.
Most respondents (32.8%) agreed to the fact that there is a culture of training and empowering
employees in ESLSE. Also, a significant amount of respondents equaling to 17% strongly agreed
to this fact.
The employees who disagreed are 27.7% and 9.2% who strongly disagreed. This is not a small
amount. As mentioned earlier, the researcher has noticed the vast area of responsibility covered by
the HRD of ESLSE. But the fact that a significant amount of employees disagreed to this fact may
show some indicators to the contrary. It may indicate that there are issues related with training and
empowering employees which are not addressed.
Although 22.9% of the respondents disagreed, 39.9% of the respondents agreed to the fact that
they constantly receive enablement materials on their tasks and has helped them improve.
According to Alemu (2016) most of the respondents in her research have taken some sort of
training in one or another way for their duration of stay in their organization. As the majority of
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the respondents indicated the trainings given to them by the organization did not improve their
skills, knowledge as well as motivation to the job.
Regarding to training methods, Alemu has stated that on-the-job training methods is widely
practiced in the company. Majority of the respondents (60.5%) perceived that the culture of sharing
of knowledge and skills acquired through trainings to colleagues is poor. According to the findings,
training programs are not properly evaluated in terms of improvements towards employees’ and
organizational performance.
Asked if ESLSE undertake a trainee program focused on the most appropriate profile for the
company’s future, eleven of the interviewees agreed. Their feedback revolved around the fact that
ESLSE supports employees who learn educations related with their field of expertise. External
bodies like Addis Ababa University and Addis Ababa City Chamber of Commerce including
international scholarships are used for long and short term trainings as well as formal educational
activities. There are also on-the-job trainings, for example, software trainings given to IT
personnel, payroll and accounting trainings given to Finance personnel.
Based on the HRM manager, ESLSE is the only organization for captains in Ethiopia. The training
and development of ESLSE also focuses on “producing able manpower and specialized personnel
in the field of Port Administration and Freight Forwarding”.
Five of the respondents disagreed to the fact that the training program is future-oriented, stating
that it mainly focuses on employees’ position. The respondents gave similar answers in that this
aspect is not applied in depth; they commented that more effort is required on this regard.
Six interviewees also stated that the HRD defines gap on the skills that employees need to have or
develop and undertakes the training program. For the training needs assessment, the HRD uses
questionnaires to define the gap. Formal and informal trainings are undertaken henceforth.
Supervisors’ Competency
If employees believe that their supervisors are competent and qualified enough for the job that they
are assigned, they will feel confident and their tasks will appear to be more meaningful to them.
Absence of this situation, may create unnecessary confrontation and boredom at the work
environment. This may surely affect the job at hand in a negative way.
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Table 17: Supervisors’ Competency Vis-à-vis Company Performance

My superiors are competent in that they improve company
performance

Frequency

Percentage

SA

45

16.6

A

118

43.5

N

54

19.9

D

54

19.9

SD

-

-

The fact that no respondent strongly disagreed to this issue and the fact that a huge amount of
respondents agreed (43.5%) to the fact that their superiors are competent enough could be a very
good omen. Also, there are significant amount of employees who strongly agreed (16.6%) to this
fact. Only few respondents disagreed (19.9%).
From the demographic data, we have seen that the year of service of most employees is short.
Many skill sets found in ESLSE are unique to ESLSE. They are not available in other organizations
of our country. ESLSE is the only shipping and logistics enterprise. These new employees will
surely take time to be professionals and to work independently. Therefore, one of the reasons for
the outcome of the result could be that these employees may perceive that their supervisors are
highly competent due to the fact that they can’t get their knowledge elsewhere.

Promotion Criteria
This question tries to comprehend towards the fairness of the company’s exercise in regards to
promotion. Employees’ perception towards this matter could easily play a huge part in their
achievement of daily tasks. The achievement of daily tasks could play a part in the overall
performance of a company.
A huge number of the respondents fall in the category under agreed (35.4%) and strongly agreed
(19.9%). Also, the respondents who disagreed and strongly disagreed is more than 30%. Eleven
percent of the respondents have opted to remain neutral. This means more than 40% of the
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respondents are either reluctant or sure that the promotion criteria of ESLSE is not fair, and has
not contributed to the overall performance of the company.
According to the analysis of Alemu (2016) the promotion process and practices for administrative
staff are regulated by the federal civil servants promotion directive. Majority of the employees had
complaints because there are not any adequate promotion opportunities for administrative staff.

Integration to the Strategic Plans, Fruition of Company Plans
In order to give full support and come with value to an organization, the HR department goals,
plans, and objectives must be integrated with the strategic plans of an organization. Alignment
must be assured. In this way, HR can give the support that is meaningful to the achievement of
employees’ aspirations, and the betterment of the company’s overall performance.
The question about fruition of company plans tries to see whether HR plays a meaningful role
towards the attainment of company plans. It tries to see respondents feeling towards the merit of
the department.
Table 18: Integration to the Strategic Plans

HR practices are integrated to the strategic
plans

HR contributes to the fruition of the
plans

Frequency

Percentage

Frequency

Percentage

SA

36

13.3

45

16.6

A

109

40.2

136

50.2

N

54

19.9

81

29.9

D

62

22.9

9

3.3

SD

10

3.7

-

-

The outcome of the first item shows that 40.2%, which is a very huge amount of respondents
agreed to this questionnaire. But yet, more than twenty percent (22.9%) of respondents disagreed.
From interview results made to the management employees of ESLSE, the researcher has also
reached on similar feedback. It has been noted that HR practices are integrated to the strategic
plans through the feedback of interviews.
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The outcome of the second item shows that 50.2% is by far the biggest number to appear in any
field of value. It can be seen that 50.2% of respondents and 16.6% or respondent agreed and
disagreed consecutively to the fact that HR contributes to the fruition of the company plans.
An insignificant amount of respondents disagreed (3.3%), but it must be noted that the amount of
employees who have chosen to be neutral is quite high.
The interviewees were asked about the current strategy used by HR based on the current situation
of ESLSE. The replies revolved around the fact that an eight year strategy that includes all
departments is being studied; HR may also have its own strategy in this light. It is also stated by
the respondents that the life cycle of ESLSE is currently booming. Therefore, the HR practice
focuses on vacant positions first by promotion, and then external vacancy announcement.
According to the HRM manager, there are around 600 new employees this year (2017) only; there
was around 180 turn-over which is quite high. Therefore, the strategy of HR mainly focuses on
recruitment for the main reason of filling the vacant position. Another reason is because within the
coming year it has been planned to inaugurate three new dry ports.

Coming up with a Value
The ultimate goal of HR department employees must be to create value to the company business.
Trough creating value, the effective utilization of HR employees will be assured. Support needed
by employees will addressed in a swift manner, and the exposure and experience gained by the
HR professionals while creating value will be unparalleled.
HR department employees need to know the business of each sector of their organization. They
must work hand-in-hand with employees. They must be close to employees and help achieve their
dreams career-wise.
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Table 19: Coming up with a Value to the Company Business

HRM department employees often come up with a value to the
business

Frequency

Percentage

SA

54

19.9

A

127

46.9

N

54

19.9

D

36

13.3

SD

-

-

It can be noted that there is no respondent who has strongly disagreed to the question. The majority
of respondents (46.9%) agreed to the fact that HRM department employees come up with a value
to the business. The aggregate of the respondents who disagreed and are neutral is quite high. This
shows that there is low perception as to the value created by HR. It could also imply that the value
created by the HR Department employees is low and meaningless. If the major tasks covered by
this department doesn’t jump from basic routine tasks, it is likely that the skepticism will remain
unchanged.
Summary of Respondents’ Feedback on SHRM and its relationship with ESLSE
Performance
Table 20: Summary of Respondents’ Feedback on SHRM and its relationship with ESLSE Performance
The
trainings
that we
receive has
helped to
improve
our
company’s
performan
ce

My superiors
are competent
in that they
improve
company
performance

I feel that the
promotion
criteria of
ESLSE is fair
and has
contributed to
the overall
performance of
the enterprise

3.6089

3.5683

Min

1.00

Max

5.00

Mean

In ESLSE,
there is a
culture of
training and
empowering
employees

I receive
constant
enablement
materials
on my
tasks and
has helped
me
improve

HR
practices
are
integrated
to the
strategic
plans

HR
contribute
s to the
fruition of
the plans

HRM
department
employees
often come
up with a
value to the
business

3.2804

3.2066

3.3764

3.3653

3.8007

3.7343

2.00

1.00

1.00

1.00

1.00

2.00

2.00

5.00

5.00

5.00

5.00

5.00

5.00

5.00
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As it has been noticed on the individual respondents’ percentages, the summary of Respondents’
Feedback on SHRM and its relationship with ESLSE Performance showed that it has an overall
good mean ranking than other factors of the whole questionnaire items. But the fact still holds true
that there is no mean ranking equal and above 4. This indicates that SHRM, even if exercised in
ESLSE, it is not having much useful impact on the performance of the company. ESLSE needs to
embrace and put into practice the concept of SHRM. Especially the HR department needs to move
in full gear to achieve this purpose.
The performance measures used by ESLSE fairly reflects and measures the actual stance of the
company. Based on feedback from interviews, SHRM practices are highly related with
performance of ESLSE. But some SHRM components are not fully used to the required and
expected performance improvement. These components are knowledge management, the exercise
of environmental health and safety, devolvement, knowledge and internalization of the overall and
complete business of the organization by HR department employees. Additionally, the HR
department employees do not act as business partners, they do not add feasible value to the
company. EHS (Environmental Health and Safety) is not wisely and fully implemented by ESLSE.
This may put the company at a disadvantage.
BSC as a Performance Measure
According to observation and document analysis, BSC of ESLSE is initiated twice a year. It is first
initiated from the CEO. After that it will be cascaded down to departments then to individual
employees. Before BSC of employees is set, there will be an agreement between the employees
and his supervisor, and commitment will be agreed and reached. Among other things BSC is used
to measure the individual performance of all employees semi-annually. Based on the result of the
performance appraisal employees will be subjected to changes on their situations regarding their
pay and career.
Even if 4 interviewees were not willing to reply, 4 out of 16 respondents claimed that although not
implemented deeply, it measures and reflects the company performance in a correct manner. They
claim that the company’s BSC implementation lacks continuity and follow up of the original
strategic plan of each department and unit. Normally, the allotted period and the work pressure at
hand are not taken into consideration while trying to implement BSC.
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Two of the respondents do not agree that BSC measures and reflects the company performance in
a correct manner. Three of the interviewees believe that it is efficiently implemented and that it
shows the company performance in a correct manner. But three respondents state that it is not
always effective due to the fact that most of the employees do not have sufficient knowledge and
skill vis-à-vis the set goals. They also state that most employees do not support the BSC as a
performance measurement tool.
4.7 Pearson Correlation Analysis
Correlation being the measure of relationship between two variables measures the degree to which
two sets of data are related. The researcher has used Pearson Correlation analysis for the factors
related with performance measure and SHRM practices. Higher correlation value indicates
stronger relationship between both sets of data (Coetzee, 2003). Correlation Analysis is used to
show the strength of the association between the variables studied.
According to Alwadael, (2010) Value of coefficient Relation between variables 0.70-1.00 Very
strong association, 0.50-0.69 Substantial association, 0.30-0.49 Moderate association, 0.10- 0.29
Low association, and 0.01-0.09 negligible association.
Field (2006) also state that the output of correlation matrix can be the correlation coefficient that
lies between -1 and +1 within this framework, a correlation coefficient of +1 indicates a perfect
positive relationship, and a correlation coefficient of -1 indicates a perfect negative relationship,
whereas a coefficient of 0 indicates no liner relationship.
Therefore, to show the correlation between the two variables: performance measures (7 factors)
and those for SHRM (8 factors) Pearson correlation coefficient was used.
The correlation result for the factors of performance measures (7 factors) and those for SHRM (8
factors) are attached on the annex of this research. It can be seen that except for the fact that EHS
is negatively correlated with other SHRM factors, most variables are positively correlated. This
indicates that the correlation is significant and there is strong association between the variables.
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CHAPTER FIVE
SUMMARY OF MAJOR FINDINGS, CONCLUSION AND
RECOMMENDATIONS
INTRODUCTION
The purpose of this study was to assess the relationship between strategic human resource
management and organizational performance in Ethiopian Shipping and Logistics Services
Enterprise. Accordingly, analysis and interpretation of data had been obtained through questionnaires
distributed to non-management employees. Interviews have been conducted with the concerned
management employees of the organization. Also, relevant secondary sources were referred. Based
on the analysis and interpretation, conclusions and recommendations of the study are presented as
follows.
5.1 Summary of Major Findings
Based on the objectives of the study and the basic research questions, the following are the major
findings of the study:
Most employees of ESLSE agree to the fact that they are assigned challenging tasks. The challenging
jobs and tasks that they are assigned has made them feel motivated and stimulated with regards to
their daily activities. Additionally, ESLSE provides working facilities to its employees in a fulfilled
manner. This may be one cause to make the employees undertake their daily tasks in a motivated and
stimulated attitude.
Most employees feel that they are heard and get the necessary feedback on their concerns and some
issues that they raise from time to time. They believe that the supervisor to employee relationship as
well as the relationship with the management body is open. When seeing the integration and closeness
of group or team members working for a similar sector or unit, the findings show that many
employees do not feel integrated within their group. Individualism seems to prevail over team work.
In addition to this, most employees of the company believe that the pay and compensation is low and
is not in line with their jobs or responsibilities.
Most employees do not agree with the fact that the management of ESLSE has created conducive
environment to make them come up with new ideas and new ways of undertaking their tasks. There
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is no enough platform for employees to be heard so that they can transfer their knowledge and ideas.
There is no significant mechanism to assure that the knowledge of resigning or quitting employees
stays with the company. This means the knowledge management is low in that there is no significant
mechanism to make sure that ESLSE’s knowledge stays with the company when employees resign
or are lost to potential competitors.
The fulfilment and exercise of satisfying organizational climate and devolvement activities shows the
successful implementation of most SHRM aspects. The employees’ feelings of being challenged,
motivated and stimulated in their assigned daily activities, fulfilment of facilities, feeling heard and
getting feedback on their views shows the existence and implementation of SHRM aspects related
with organizational climate.
The HR department’s policies, rules and regulations are aligned with the strategic plans of the
company. ESLSE intends that line managers know the HR practices and exercise the practices. The
company also tries to involve the line managers in different learning opportunities. ESLSE employs
in its undertakings workable actions to make HR department personnel strategic business partners to
a certain extent. The organizational climate factors along with devolvement activities such as HRM’s
contribution to the fruition of company plans, the role of HR as a business partner, HR’s knowledge
of each business sectors, line managers’ awareness and knowledge of HR practices show that much
of the components of SHRM are in full play in the enterprise.
Cost of resources is not fully utilized to come up with the required output. Manpower, time, and
materials are not used efficiently in a cost effective manner. There is a lot of room to improve
ESLSE’s efficiency. Quality of customer service is perceived to be low by a lot of employees.
According to the findings from respondents, customers’ views, expectations, and requirements are
not addressed in a satisfactory manner. The employees have felt and understood the recurring
complaints of customers and have reflected likewise in their responses to the questionnaires.
The findings show that there is constant training and development activities for the employees of
ESLSE. The process of these activities is done along with the need of different sectors of the
company. Most employees agree to the fact that there is culture of training and empowering
employees. Most employees also feel that these developmental activities that they have received have
helped to improve the performance of the organization. Additionally, according to the findings,
employees agree with the fact that their supervisors are competent and qualified enough in their
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assigned roles. The fact that employees accept their supervisors’ competency may be attributable to
the existence of the skill sets found only in ESLSE.
5.2 Conclusions
According to this study SHRM comprises of organizational climate, knowledge management and
training, devolvement, and performance measures. For the performance measure, BSC is used to
measure the overall performance of the organization and its employees. The conclusion drawn from
the analysis and interpretation of the data is as follows:


Employees of ESLSE are assigned challenging jobs and tasks, they are also motivated and
stimulated with regards to their activities. Additionally, ESLSE provides working facilities to its
employees in a fulfilled manner.



Employees of ESLSE believe that their opinion count, they also claim that they get feedback on
their views. But a good number of employees in the organization do not feel integral and active
within their group.



Excluding the sea-going employees, the majority of ESLSE employees are not satisfied with the
compensation and benefit package of the company.



The management of ESLSE has not created conducive environment for employees to enable them
to generate knowledge and intuitive ideas. Additionally, the knowledge management is low.



HR policies of ESLSE is consistent with the organizational strategies. The HRM department
supports the strategic intentions of ELSE. The HR of the Enterprise acts as a business partner and
know the business of the sectors in ESLSE. Also, line managers are aware of the HR practices.



ESLSE do not produce the required output at the required minimum resource cost. The quality of
ESLSE’s service does not fully meet customer requirements and expectations. Customer views
and expectations are also not fully taken into consideration.



Overall it can be concluded that the health of the organization’s environment and the working
environment of its employees is taken into account.
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The trainings that employees receive have helped them to improve ESLSE’s performance. There
is also a culture of training and empowering employees. Employees also receive constant
enablement materials on their tasks.



Employees of ESLSE believe that their supervisors are competent and qualified enough for the
jobs that they are assigned.



The correlation between SHRM and organizational performance in ESLSE is significant and there
is strong association between the variables related with SHRM and ESLSE.
5.3 Recommendations

Based on the above conclusion and major findings, the researcher would like to recommend the
following factors:


The existing compensation and benefit scheme of employees needs further study and revision.
The enterprise needs to come up with an improved compensation system. It is recommended to
invite third parties like consultants to undertake the assessment of the current market price. It is
also recommended to come up with a highly structured compensation and benefits system. It is
advisable if this is done by external international advisors.



It is recommended that the Human Resource Development Department takes the initiative to
set up a platform for knowledge generation, transfer, and communication of new ideas among
employees of ESLSE. Employees can be made to become generative in terms of ideas and
knowledge. This could also be possible if the kind of work assignment is changed. A good
principle could be to let employees handle jobs in an end-to-end manner. This way employees
of departments can master each of their line of duties. This will make knowledge generation
and transfer easier and possible.



Taking due consideration of the fact that there are emerging companies in the field of transit
work; there may also come a time when there are able companies in the field of freight
forwarding and port administration. Therefore, it is recommended that serious measures need
to be taken for resigning or quitting employees so that it can be assured that their knowledge
stays with ESLSE. The company needs to come up with rules and procedures that can support
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the retaining of company information and the IT department can come up with information
security systems that can disable employees from taking company knowledge.


To optimize company performance, it highly advisable to keep costs of services and processes
of ESLSE as low as possible. This may be achieved by introducing stringent financial budget
and reporting mechanisms throughout all the departments of the company.



Customer needs should be taken seriously and must not be ignored in any way. Their needs
need to be used as future criteria for the fulfillment of customers’ requirements. Their views,
expectations and possible complaints need to be taken into account and addressed and followed
up by a separate department.
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Annexes
Annex I
ADDIS ABABA UNIVERSITY
COLLEGE OF Education& Behavioral Studies
DEPARTMENT OF Educational Planning & Management
MA PROGRAM
Questionnaire for Non-Management Employees
This questionnaire is designed to request information for purely academic purposes.
This is to enable the researcher Negede Tesfamikael a final year student of Addis
Ababa University to complete his thesis on the topic: The Relationship between
Strategic Human Resources Management and Organizational Performance in the
Ethiopian Shipping and Logistics Services Enterprise.
The researcher would like to thank you in advance for your cooperation.
Please note:
1. Please take a few moments to read carefully; this is because you may give a wrong
rating than you intended.
2. All information given would be treated with utmost confidentiality.
3. ESLSE stands for Ethiopian Shipping and Logistics Services Enterprise.
4. HR stands for Human Resources.
5. SHRM stands for Strategic Human Resources Management.
6. BSC stands for Balanced Score Card
7. Please put a tick mark corresponding your choice
8. No need to write your name
With all the best regards,
Negede Tesfamikael
May, 2017
1. Age
20 -30
41- 50

31 -40
51- 60

2. Sex
Male

Female

3. Educational background of the respondent;
10th or 12th grade
TVET/ Certificate
Masters Degree
PhD

Diploma

First Degree

Other, please specify ___________________________________________________
4. How long have you been working with ESLSE or ESL (Ethiopian Shipping Lines)?
1 -5 years
6 -10 years
11 - 20 years
above 20 years
No

Questions
SHRM Practices
Organizational Climate

1.
2.
3.
4.
5.
6.
7.
8.

I feel challenged in the activities that are
assigned to me
I feel motivated and stimulated to go
further in my activities
Facilities and equipment to fulfill my
task are adequate
I believe that my opinion counts
I never get feedback on my views
I am aware of the company’s plans
I feel integral and active in a group
I am satisfied with my pay

Knowledge Management and
Training
1.
2.

I feel free to generate knowledge and
intuitive ideas
ESLSE continuously develops
information and knowledge

Devolvement
1.
2.
3.
4.
5.
6.

The HRM contributes to the strategic
intent of the company
The HR of this enterprise never acts as a
Business Partner, but a mere
subordinate
HRM department employees know the
business of each sector of an
organization
Line managers know and are aware of
all HR practices
Line managers get learning
opportunities of HR practices
It can be said that line managers know
the HR practices well

SHRM and Organizational
Performance
Performance Measures
1.

Our service/ output/ work product
effectively conforms to requirements

Strongly
agree

Agree

Neutral

Disagree

Strongly
disagree

2.
3.
4.
5.

6.
7.

ESLSE’s process efficiently produces the
required output at minimum resource
cost
The quality of ESLSE’s service meets
customer requirements and expectations
The work here is done correctly and on
time giving due notice to timeliness
I believe that our criteria is established
to define what constitutes timeliness for
a given unit of work based on customer
requirements
ESLSE’s productivity measure takes into
account the value of the labor and
capital consumed
Overall health of the organization’s
environment and the working
environment of its employees is not
taken into account

SHRM and its relationship with
ESLSE Performance
1.
2.
3.
4.
5.
6.
7.
8.

The trainings that we receive has helped
to improve our company’s performance
My superiors are competent in that they
improve company performance
I feel that the promotion criteria of
ESLSE is fair and has contributed to the
overall performance of the enterprise
In ESLSE, there is a culture of training
and empowering employees
I receive constant enablement materials
on my tasks and has helped me improve
HR practices are integrated to the
strategic plans
HR contributes to the fruition of the
plans
HRM department employees often come
up with a value to the business

Dear respondent, if you have any information relating to the Strategic Human
Resource Management and its impact on the organizational performance, please feel
free to state below:
_________________________________________________________________________________________
_________________________________________________________________________________________
________________________________________________________________________________________

Annex II
Questions for Interview
For Management Employees

The purpose of this interview is to This is to enable the researcher Negede
Tesfamikael a final year student of Addis Ababa University to complete his
thesis on the topic: The Relationship between Strategic Human Resources
Management and Organizational Performance in the Ethiopian Shipping
and Logistics Services Enterprise. The researcher would like to thank you in
advance for your time and cooperation.
1. Does ESLSE think of and undertake internal training to support
undergraduates and graduates of the company?

2. What kind of strategy does the HR of this company currently support?
How are the company strategies aligned with the HRM practices?

3. In regards to the current stance of ESLSE, what is the strategy currently
used by HR?

4. What is the current life-cycle stage ESLSE, what is the focus of the HR
practice vis-à-vis this factor?

5. In your opinion, are the HR policies consistent with other aspects of the
organization especially its strategy?

6. In your opinion, does the HR department of ESLSE define which skills
each employee will need to have or develop? What’s your opinion on this
question?

7. Does ESLSE undertake a trainee program focused on the most
appropriate profile for the company’s future? What else is the focus on?

8. Employees may be lost to a competitor, what are some of the measures
taken to make sure that at least some of their knowledge stays with the
company as a legacy?

9. Do you believe that BSC measures and reflects the company performance
in a correct manner?
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