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ABSTRACT

Title of Dissertation Determinants of Strategic Human Resource Management
Effectiveness of Companies in the Garment and

Electronics Industries in Thailand

Author Miss Jitlada Amornwatana
Degree Doctor of Philosophy (Development Administration)
Year 2008

This study examines the strategic human resource management effectiveness of
the garment (low-technologically intensive) and electronics (high-technologically
intensive) companies in Thailand in response to the increasing interest in managing and
measuring the contributions of human resources to a firm’s success. Strategic human
resource management effectiveness is defined as the extent to which the overall human
resource architecture—the human resource function, the human resource system, and
human resource outcomes—contributes to the achievement of the firm’s strategy.
Strategic human resource management effectiveness is considered a performance driver
of a firm’s strategy and is assumed to be positively related to firm performance.

The objectives of this study include: (1) to study the extent of the strategic
human resource management effectiveness of companies in the garment and electronics
industries of Thailand, and (2) to examine the determinants of the strategic human
resource management effectiveness of companies in both sectors. The quantitative
approach, by means of a survey, is the dominant paradigm, while the qualitative
approach, by means of case studies, is a supplementary component of this study.

With regard to the quantitative approach, the conceptual framework includes the
three components of human resource architecture as the determinants of strategic human
resource management effectiveness. This study argued that in order to achieve strategic
human resource management effectiveness, the companies should possess the proper
human resource function and system, producing the proper strategic human resource
deliverables for successful strategy implementation. In order to have the proper human

resource function, the firms should place emphasis on the human resource competencies



of all human resource professionals in delivering efficiently and effectively both
traditional and strategic human resource activities. In addition, the proper human
resource system can be achieved by making broader use of high-performance work
practices and by having the alignment within the human resource system and the
alignment of the system with the firm’s strategies. As a result, the firms gain the
strategic human resource deliverables required for implementing the firm’s strategy.

The results demonstrate that both garment and electronics companies have
reached a relatively low level of strategic human resource management effectiveness
and that the electronics companies have achieved a higher level of effectiveness than the
garment companies. The findings from the hypothesis testing indicate that the strategic
human resource management effectiveness of the garment and electronics firms is a
result of strategic human resource deliverables, an externally and internally aligned
human resource system, high-performance work system adoption, the efficiency of the
human resource function, and human resource competencies. Each variable produces
different effects on the strategic human resource management effectiveness. The results
of the in-depth interviews also support most of the results from the hypothesis testing.
Additionally, the interview results reveal other factors and conditions supporting
effectiveness, such as support from top management and line managers’ involvement in
human resource management.

In conclusion, the determinants of the strategic human resource management
effectiveness of the garment and electronics firms can be viewed in relation to the three
dimensions: the human resource function, the human resource system, and human
resource outcomes. The relationships between variables are combined to form a
strategic human resource management effectiveness model of the garment and
electronics companies. This study serves as an essential starting point for building a
more robust empirical base that will significantly increase the knowledge of strategic

human resource management effectiveness and its relationship to firm performance.
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CHAPTER 1

INTRODUCTION

1.1 Introduction

Few business organizations today can claim to be unaffected by internal and
external environmental changes. These pressures have influential impacts on business
operations in ways that firms need to embrace a strategic-oriented management
approach in all functions in order to gain strategic competitiveness and above-average
returns.

Since the early 1980s, there has been a dramatic shift in the field of human
resource management. The strategic perspective of human resources, which has been
labeled strategic human resource management (SHRM), has grown out of researchers'
and practitioners' desire to demonstrate the importance of human resource functions,
policies, and practices for organizational performance. In order to be competitive,
business organizations in various industries have attempted to adopt and implement
this approach.

The concept of strategic human resource management has been viewed as a
“bridge” between business strategy and the management of human resources (Boxall,
1991: 61; Butler, Ferris and Napier, 1991 quoted in Truss and Gratton, 1994: 665).
The goal of strategic human resource management is the effective application of
human resources to meet organizations' strategic requirements and objectives. In other
words, its concern is to ensure that (1) human resource management is fully integrated
with the strategy and the strategic needs of the firm; (2) human resource policies
cohere both across policy areas and across hierarchies; and (3) human resource
practices are adjusted, accepted, and used by line managers and employees as part of
their everyday work (Schuler, 1992: 18). it is argued that firms engaging in strategic

human resource management will outperform those that do not (Liqun, 2004: 1).



Although strategic human resource management has been widely adopted and
implemented in organizations, organizational stakeholders still question whether
human resources as the workforce of organizations really contribute to the firm’s
success. This question concerns the “value creation” of overall human resources. If
the answer tends to be “yes,” the next questions would be “how.” Organizational
stakeholders, including the CEOs and line managers as well as human resource
managers are not likely to provide convincing answers. Although the CEOs and line
managers perceive that human resources are their most important asset, they do not
understand how human resources make that vision a reality (Becker, Huselid and
Ulrich, 2001: 1; Halcrow, 2002: 28-34). Finally, the contributions of human resources
in the view of important business partners of human resource professionals, namely

line executives, are relatively low.
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Figure 1.1 Comparing HR and Line Executives’ Evaluations of the Effectiveness of
Human Resource Contributions
Source: Wright, McMahan, Snell and Gerhart, 2001:"118.



Thus, attempts to examine how to manage human resources to drive the firm’s
strategy execution and to measure the contribution of human resources to the firm have
been highlighted. This refers to the concept of strategic human resource management
(SHRM) effectiveness, a compelling way to define and measure human resources’
effect on the bottom line (Huselid, Jackson and Schuler, 1997: 171-173; Richard and
Johnson, 2001: 299). In this regard, the contribution of human resources is currently
tied to the ability to execute the firm’s strategies, as Barney (2001: 53-54) argues that
the ability to execute strategy is a source of competitive advantage. Strategy
implementation is the most important factor shaping management and corporate
valuations (Kaplan and Norton, 2001: 1).

Strategic human resource management effectiveness is assumed to be
positively related to firm performance (Richard and Johnson, 2001: 299). Strategic
human resource management effectiveness can be a leading indicator of firm
performance. It cannot be achieved merely by adopting the strategic approach to
human resource management; it requires a human resource management approach in
which the emphasis is placed on managing the human resource architecture (the
human resource function, the human resource system, and strategic employee
behaviors) as a strategic asset in order to elicit the necessary strategic employee
behaviors for implementing the firm's strategies (Becker et al., 2001: 12-20; Becker
and Huselid, 2003: 6-10; Becker and Huselid, 2006: 899).

In this study, strategic human resource management effectiveness is defined as
the extent to which the overall human resource architecture (the human resource
function, the human resource system, and strategic employee behaviors) contributes to

the achievement of the organizational strategy.

1.2 Significance of the Study

The dramatic 1997 collapse of Southeast Asian markets and regional currencies
has encouraged an accelerated reexamination of human resource management
practices and policies of companies in Thailand (Siengthai and Bechter, 2005: 6).
Together with the dramatic changes in the business environment such as increasing
globalization, increased focus on profitability through growth, technological advances,

workforce diversity, and the shift from a natural resource-based economy to a



knowledge-based economy, the call for strategic role transition of human resource
management in enhancing the competitiveness of firms in various industries in
Thailand has been delineated (Apichai Srimuang, Bu-Nga Traitrakoonsin, Somkiert
Jiworawattanakul, Chantraporn Chandee and Soraya Munagmoon, 2005: 206-212).

1.2.1 Demands for Strategic Human Resource Management in Thailand

From a theoretical perspective, the above conditions highlight the importance
of strategic human resource management in achieving the competitive advantage of
companies in Thailand (Somchat Visitchaichan, 2003: 1; Siengthai and Bechter, 2005: -
27).

In Thailand, several arguments, suggestions, and trends have emerged in
response to the call for the strategic approach to human resource management. It is
argued that the Personnel Management or Traditional Human Resource Management
approach, which focuses on short-term orientation, might not be able to deal with
human resource issues effectively in the fast changing business environment of
Thailand (Apichai Srimuang, 2005: 10-18). In addition, rather than the size and
technological level of the firms, people are viewed as the most important asset of
organizations that influence the success and survival of the organizations (Nisada
Wedchayanon, 2000: 40). In this way, human resource functions are expected to align
human resource strategy to business strategy (Apichai Srimuang, 2005: 10).
Furthermore, there exist new roles and responsibilities of the human resource function
as a business partner working cooperatively with line managers (Apichai Srimuang,
2005: 11). Ultimately, the effectiveness of human resource management has been one
of the key factors in maintaining and enhancing the firm’s competitiveness (Siengthai
and Bechter, 2005: 5). In other words, strategic human resource management has to
demonstrate its strategic impact on firm performance.

The strategic approach to human resource management emphasizes the new
human resource challenge to design the human resource function, polices, and
practices that emphasize and reinforce the implementation of the firm's strategies.
This implies theoretical attention to strategic humian resource management

effectiveness.



1.2.2 Strategic Human Resource Management in Tﬁailand in Reality

Strategic human resource management has been believed to be widely adopted
and implemented in many business organizations, especially in large and multi-
national organizations (Somchat Visitchaichan, 2003: 1; Apichai Srimuang et al.,
2005: 225). However, from a practical standpoint, strategic human resource
management in Thailand is still in its infancy. Somchat Visitchaichan (2003: 175-189)
indicates that the human resource management approach in Thai multi-national firms
is not truly strategic and it has not been fully integrated with business strategy. Using
competitive benchmarking with the database of the Open Standards Benchmarking
Collaborative, a study by the Office of Industrial Economics (2006b: 43) showed that
little attention has been placed on human resource management in many Thai
industries, indicated by low annual employee development expense per employee and
high turnover. Nisada Wedchayanon (2000: 77-80) states that some aspects of the
“Thai” human resource management style in Thai organizations relating to culture and
norms and to human resource systems do not align with the philosophy of strategic
human resource management. The Thai management style is likely to nurture
unfavorable workforce behaviors, such as being undisciplined, fear of losing face, and
a low level of result-oriented behaviors (Nisada Wedchayanon, 2000: 77-80). The
result is mismatched workforce behaviors and competencies which do not support the
firm’s strategy execution, leading to the problem of strategic human resource
management ineffectiveness. In the long run, this problem is considered a major
barrier to the economic development of Thailand.

Although top executives and human resource managers in many business
organizations have confirmed the adoption of strategic human resource management in
their firms, the answers to the question about how their employees help achieve the
firm’s strategies are still unclear. Organizational stakeholders, especially top
management, often question the real contribution of human resources to firm
performance. They believe that human resources are the most important asset but they
do not understand how such resources create value to the firm from a business
perspective (Danai Thieanphut, 2003: 183).

As such, strategic human resource management effectiveness in Thai firms
seems to be a rhetoric rather than a reality. Many companies in Thailand confront the

problem of how to achieve strategic human resource management effectiveness.



These problems can be traced back to the design of the human resource function,
polices, and practices that do not reinforce the implementation of the firm's strategies.
The human resource system in many firms seems to lack a systematic framework and
is developed on an ad hoc basis. They are developed to soive an immediate problem,
with no strategic thought to their long-term implications (Somchat Visitchaichan,
2003: 18). Regarding human resource competencies, many human resource executives
and professionals are not likely to possess the desired level of competency domains for
strategic human resource management (Terdtoon Thaisriwichai, 2005: 38). Human
resource professionals believe that their services, roles, and contributions provided to
the firm are effective as business partners; however, the CEOs, line managers, and
other stakeholders perceive that human resource professionals are considered only
administrative experts in their organizations (Danai Thieanphut, 2003: 203; Terdtoon
Thaisrivichai, 2005: 34). As the infrastructure of human resource management,
namely the function and system is not appropriately designed, the skepticism about
and criticism of the outcomes of human resource management for the firm are
inevitable.

Questions of worthiness of resources and about the efforts devoted to human
resources are often raised because the success of human resource management in terms
of effectiveness, not efficiency, is difficult to quantify compared to the success of
marketing, accounting, or finance areas (Boudreau and Ramstad, 1997: 343). Top
management in every organization expects to have the appropriate human cost,
compared to the outputs (Narongvit Santhong, 2006: 28). Unless the contribution of
human resources can be vividly presented, the possibility of cutting down on human
resource budgets and other resources, outsourcing the human resource function, and
treating employees like commodities, is inevitable. This argument relates to the
concept of strategic human resource management effectiveness.

Given the existing body of the strategic human resource management literature
in Thailand, the framework of strategic human resource management effectiveness of
companies in the Thai context is still unclear. Strategic human resource management
research has long been focused on studying the factors affcciing the adoption of
strategic human resource management (e.g. Huselid, 1994; Som and Bouchikhi, 2003;
Somchat Visitchaichan, 2003) as well as the relationship between human resource

systems or practices and firm performance (e.g. Arthur, 1994; Huselid, 1995; Boxall



and Steeneveld, 1999; Collins and Clark, 2003). Little is hypothesized or known about
the factors influencing the strategic human resource management effectiveness of
companies in Thailand. In addition, the strategic approach to human resource
management in Thailand usually relies on theories, models, and empirical studies from
the Western literature dominated by US and UK-based academics and consultants.
The application of such knowledge may be inadequate for understanding strategic
human resource management effectiveness in Thailand due to the effect of different

contextual factors.

1.2.3 The Garment and Electronics Industries

Based on the arguments above, strategic human resource management
effectiveness study is worth studying in the Thai context. The study is confined to
manufacturing firms in two major Thai industries at different levels of technology,
namely the garment and electronics industries. The dual study appears to yield several
advantages, as Jackson and Schuler (1995: 244) and Nisada Viasuvanna (1988: 32-38)
mention; the technological factor is likely to have far-reaching implications for human
resource management.

The garment industry comprises companies manufacturing clothes and clothing
accessories such as suits, shirts, blouses, socks, stockings, and gloves. Sometimes, it is
considered a sub-sector within the larger sector of the textile and garment industry.
The electronics industry includes those producing electronic parts and devices such as
semiconductor device transistors, hard disk drives (HDD), integrated circuits (IC),
electronic tubes, computers and related equipment, printers, and mobile phones.

According to Riche, Hecker and Bergan (1983: 51), “high technology” or “low
technology” industries can be determined by the three factors: the utilization of
scientific and technical workers, the nature of an industry’s product, and research and
development expenditure. It is apparent that high technology industries employ a large
number of scientific and technical employees. The industry’s product and the
production process of high technoiogy industries are developed based on the
application of technological advances, which result from substantive money spent on
research and development. Based on these three factors, the garment industry

represents a group of companies in the low technologically intensive industries; the



electronics industry represents those in the high technologically intensive industries
(Riche et al. 1983: 51; loannidis and Schreyer, 1997: 185-187).

Both the garment and electronics industries have interesting characteristics in
terms of the similarities and differences appropriate to be the target populations in this
strategic human resource management effectiveness study. The importance of these
two industries to Thailand’s economy is readily apparent. The Office of the National
Economic and Social Development Board (2004: 7-11) has identified the garment and
electronics sectors as potential industries’. Both industries have high levels of
attractiveness (world demand, local demand, and operating profits) and
competitiveness (revealed comparative advantage and export and import content).

The garment and electronics sectors play an important role in Thailand’s
manufacturing, export and employment. Since 2003, the export volume of Thai
garments has reached more than 3,000 million US dollars, the second largest export
product of Thailand (Office of Industrial Economics, 2007: 1-2). The major export
markets include the United States, the European Union (EU), Japan, and the Asean
countries. In the year 2007, the garment industry generated 3,545.31 million US
dollars, decreased by 4.86% from year 2006 and ranked seventeenth in world garment
exporters (Thai Garment Manufacturers Association, 2008: 1-2).

Regarding the electronics industry, electronic products have been the largest
export item of Thailand, accounting for 22% of overall export values (Office of
Industrial Economics, 2006a: 12). Thai electronic products constituted 1.43% of
market shares in the world electronic product market and ranked seventeenth among
world electronic component exporters (Kulawat Buasawat, 2007: 49). Major export
markets are the United States, the European Union (EU), China, Japan, and the Asean
countries. In the year 2007, the export value of electronic products was about 29,142
million US dollars, increased by 11% from the previous year due to the higher global
demand of high disk density and integrated circuits (Electrical and Electronics
Institute, 2008: 10; Office of Industrial Economics, 2008a: 56).

' According to the Thailand Competitiveness Matrix (TCM), (2004), potential industries include the automobile,
petrochemical and plastic, rubber, garment and textiles, and electronics industries.
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Figure 1.2 Thai Garment Exports, Year 2003-2007

Source: Thai Garment Manufacturers Association, 2008: 1-2.
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Figure 1.3 Thai Electronic Products Exports, Year 2003-2007

Source: Electrical and Electronics Institute, 2008: 15.
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Although the Thai garment and electronics sectors are gradually losing their
competitiveness due to several negative factors such as high competition with low cost
manufacturers from China, Vietnam, and India, lack of advanced technology and
knowledge, lack of a skilled workforce, high turnover rate, the currency exchange
problems, and the subprime crisis in the U.S. economy, both industries remain the
target industries of the national industrial restructuring strategy of the Ministry of
Industry (Office of Industrial Economics, 2006a: 8). The Thai garment and electronics
industries still have potential playing in the Thai and the world economy providing that
both private and government sectors put efforts together in improving the industry
competitiveness. As human resources are considered strategic assets in helping firms
achieve competitive advantage, understanding the factors affecting strategic human
resource management effectiveness and achieving them are ways to increase the firm’s
level of competitiveness.

Apart from revenues generated, both industries similarly employ a great
number of labors. In aggregation, the textile and clothing industry (fiber, fabric, and
garment industries) constitutes the largest share of labor employment industry with
1.08 million employees in 2006, accounting for 20% of Thailand’s industry
employment, while only garment sub-sector has the largest share of 80% in the textile
and garment industry employment (Office of Industrial Economics, 2007: 1). The
aggregation of the electronics and electrical industries is considered the second largest
labor employment industry, with around 530,000 employees in 2006. Only the
electronics industry employed approximately 350,000 people (Electrical and
Electronics Institute, 2006: 1).

1.2.4 Human Resource Management in the Garment and Electronics
Industries

It is apparent that human resource management in such labor-intensive
industries as the garment and electronics companies is crucial and must be managed
effectively in response to the industry challenges in order to have an impact on firm
performance (Office of Industrial Economics, 2008b: 3, 2008c: 9). - However, human
resource management in both industries has been given inadequate attention from the
government and private sectors. In private sectors, human resource management is

unsystematically developed compared to other functional areas, such as finance and
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marketing, although many firms have claimed to adopt strategic human resource
management. In addition, government policies and plans relating to human resource
management, especially human resource development, have not been seriously
developed or implemented to protect these industries against threats and to improve
the competitive level of both industries in the global market.

The focus of human resource management, especially in small and medium
garment and electronics companies, is on delivering basic human resource services.
The purposes of human resource practices are to acquire, maintain, develop, reward,
and punish employees, but they are not fully integrated with business strategy. Human
resource professionals in garment and electronics firms are likely to be administrative
experts rendering human resource activities rather than being business partners
involving a firm’s strategic issues.

In addition, the understanding of the strategic approach to human resource
management of top executives, line managers, and human resource professionals is
still relatively low. How their employees help achieve the firm’s strategies and how to
manage their contributions are still unclear and require a clarification in order to
improve the firms’ competitiveness. Top management in garment and electronics
firms expect to have the right workforce with the right behaviors, skills, knowledge,
and characteristics driving the firms’ strategy execution; however, how to achieve this
by means of human resource management remains a question. (Foreign Trade
Department, 2001: 247-249; Samphan Silpanard, 2008).

These factors have impacts on the quantity and quality of the workforce,
resulting in chronic human resource problems in the garment and electronics
companies in Thailand.

In garment companies, labor shortage is not a major problem. More important
are the following frequently mentioned problems.

1. Low level of employee knowledge, skills, and abilities to perform
jobs, both in management, marketing, and production
2. Low productivity
3. Low employee motivation (Foreign Trade Department, 2001: 247-
249; Office of Industrial Economics, 2001: 9(1) — 9(2), 2006b: 43).
Regarding the electronics industry, major problems of human resources are

relatively similar to the garment industry, including
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1. High employee turnover and absenteeism of operational staff to other
industries

2. Lack of required knowledge, skills, and abilities to perform jobs,
especially learning skills for new technology

3. Low productivity

4. Low employee motivation (Office of Industrial Economics, 1997: 12,
2006a: 14; Samphan Silpanard, 2008; Tanin Pa-Aim, 2008).

Reactions from the government towards “people” problems in the garment and
electronics industries have been inadequate and sometimes ineffective. Many policies,
plans, or projects involving human resources have been released such as strategies and
master plans for increasing the level of competitiveness in the garment and electronics
industries (Office of Industrial Economics, 2008b: 1(1)~10(98), 2008c:1-23). Issues
relating to human resources in these policies and plans aim only at developing labor
skills. However, many of them have not yet been successfully implemented. Other
important concerns regarding working conditions and standards, and human resource
management systems are less realized.

Drawn from the above arguments, this study attempts to fill the gaps.
Applying theoretical perspectives on strategic human resource management, this study
examines the major determinants to strategic human resource management
effectiveness and develops a model of strategic human resource management
effectiveness within the Thai context. The result is a new approach to managing a
firm’s human resource architecture—the human resource function, the human resource
system, and employee behaviors—as a strategic asset, as well as measuring its
contribution to the firm. With a properly developed strategic human resource
architecture, top managers and line managers throughout the firm can understand how
human resources create value and how to measure the value-creation process.

In addition, as stated above that the garment and electronics industries differ in
terms of technology level, indicated by characteristics of products and organization
members as well as research and development; studying strategic human resource
management effectiveness in order to examine whether low and higl technological
companies differ in terms of human resource function, policies, and practices as well

as the level of strategic human resource management effectiveness, is worthwhile.
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1.3 Objectives of the Study

The research objectives of this study are the following:

1.3.1 To study the level of the strategic human resource management

effectiveness of companies in the garment and electronics industries of Thailand.

1.3.2 To examine the factors determining the strategic human resource

management effectiveness of companies in both sectors.

1.4 Scope of the Study

Since the main purpose of this study is to examine the major determinants
influencing strategic human resource management effectiveness of companies in the
garment and electronics industries of Thailand, the emphasis of this study is placed on
managing human resource architecture (the human resource function, the human
resource system, and strategic employee behaviors) as a strategic asset in order to elicit

the strategic employee behaviors necessary for the firm’s strategy implementation.

The HR Function The HR System Employee Behaviors
HR professionals with High-performance, Strategically focused

competencies,
motivations, and
associated behaviors

\ 4

Y.

strategically aligned
policies and practices

strategic competencies

Figure 1.4 The Human Resource Architecture
Source: Becker et al., 2001: 12.

In this study, the human resource architecture consists of the following

elements:

1.4.1 The Human Resource Function
This element refers to the human resource professionals and their

competencies. Given the growing emphasis on “people as assets” issues in many
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organizations, there seems to be a key role for the human resource function and

professionals in building a pool of human capital.

1.4.2 The Human Resource System

The human resource system refers to the bundle of human resource activities
employed in the organization. These activities are directed at managing the pool of
human capital and ensuring that the capital is employed towards the achievement of

organizational goals (Wright et al., 1994: 316-320).

1.4.3 Strategic Employee Behaviors

This dimension refers to the competencies, motivations, and associated
behaviors of the firm’s employees. These are the behaviors that directly serve to
implement the firm’s strategies. These strategic employee behaviors are the end result
of the human resource architecture, influenced by the human resource system, which is
aligned with the firm’s strategies (Becker et al., 2001: 20).

The application of macro theories, namely the resource-based view (Barney,
1991) and the behavioral approach (Schuler and McMillan, 1984; Schuler and Jackson,
1987; Jackson, Schuler and Rivero, 1989) have been adopted to broadly explain the
concept of strategic human resource management effectiveness in this study. In
addition, theoretical and empirical literature on strategic human resource management
related to the human resource function, the human resource system, and strategic
employee behaviors are used to identify the determinants of strategic human resource
management effectiveness.

Both quantitative and qualitative methods are employed in this study. A
quantitative study is used through a survey research to collect data from multiple
informants in the garment and electronics companies. In addition, the qualitative
method is also employed to reinforce the findings of hypothesis testing and to gain an
in-depth insight into the strategic human resource management effectiveness of the
companies. In-depth interviews are the primary means of collecting and anaiyzing the
data.

This study examines only in large companies (at least 500 employees) in the

garment and electronics industries of Thailand. Large companies are likely to adopt
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and implement the strategic human resource management approach, compared to small
and medium-sized firms. The size of companies, indicated by either the number of
employees or amount of capital, is an important issue to be considered when
conducting strategic human resource management studies (Danai Thieanphut, 2003,
13-14).  Strategic human resource management policies and practices are rarely
adopted in small firms as they are less likely to have formal operating and control
systems and resource adequacy (Cornelius, 2001: 263-264). In addition, small firms
are less likely to have a separate human resource department with a well-defined
human resource strategy, but the owners or their family members are responsible for
all human resource issues and treat these issues on a day-to-day basis. As these firms
grow to medium and large-sized companies, they tend to adopt formal systems of

operation and control.

1.5 Contributions of the Study

The expected contributions of the study can be viewed from the two following

perspectives:

1.5.1 Theoretical Contributions

1. In response to an increasing interest in justifying the value of human
resource management in organizations, this study advances the research in the strategic
human resource management field by studying “Strategic Human Resource
Management Effectiveness” as it implies human resource contributions to the firm's
success. Strategic human resource management studies in Thailand and other
countries have long placed great emphasis on the study of strategic human resource
management adoption. These studies examine either the factors influencing strategic
human resource management adoption in organizations or the relationship between the
implementation of individual or bundles of human resource practices and firm
outcomes. Strategic human resource management adoption is considered a necessary
condition but one that is not sufficient for the firm to achieve a sustained cempetitive
advantage.

2. This study is expected to derive a model of strategic human resource

management effectiveness for examining human resource contributions to the firm’s
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success in the Thai context. Very few theoretical models of strategic human resource
management effectiveness are derived from the Thai context.

3. The measurement of strategic human resource management
effectiveness has long been focused only on human resource doables, emphasizing the
actions, activities, and efficiency of human resource work. However, the development
of strategic human resource management effectiveness has refocused attention to
human resource deliverables or outcomes, results, and value created from doing human
resource work to organizations (Ulrich, 1998: 2-3). This study expects to apply the
new dimension of measuring strategic human resource management effectiveness
based on the HR scorecard of Becker et al. (2001), the workforce scorecard of Huselid
et al. (2005), and the balanced scorecard of Kaplan and Norton (1996).

1.5.2 Practical Contributions

1. The findings of this study will enable top executive management,
human resource managers, and line managers of the garment and electronics
industries, as well as other industries in both low and high levels of technological
intensity to better understand strategic human resource management effectiveness in
the Thai context in terms of what constitutes the effectiveness (major enhancers or
deterrents of strategic human resource management effectiveness) and the
relationships between factors.

2. As organizational stakeholders are skeptical of the role of human
resources in the firm's success, and because little attention has been placed on human
resource measurement, the model of this study serves as a useful business tool for
managing the human resource function, the human resource system, and strategic
employee behaviors as a strategic asset as well as for examining the contribution of

that asset to the firm's strategy implementation.
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1.6 Definitions of Terms

Electronics companies refer to companies producing electronic parts and
devices such as electronic tubes for color televisions, computers and related
equipment, semiconductor device transistors, hard disk drives (HDD), and integrated
circuits (IC).

External alignment refers to the degree to which the human resource
management subsystems fit the organizational strategy.

Garment companies refer to companies manufacturing clothes and clothing
accessories such as shirts, blouses, pants, and gloves.

High-performance work system adoption refers te the extent to which the firm
implements a set of human resource practices designed to maximize the performance
of the firm’s employees.

Human resources refer to employees, personnel, or the workforce of an
organization (Heery and Noon: 165).

Human resource architecture is the sum of the human resource function, the
broader human resource system, and resulting employee behaviors (Becker et al,,
2001: 12).

Human resource doables refer to actions, activities, and efficiency of human
resource work (Ulrich, 1998: 2).

Human resource efficiency is the extent to which the human resource function
performs human resource practices without wasting resources.

Human resource system refers to the bundle of human resource activities
employed in organizations.

Internal alignment is the degree to which the human resource management
subsystems fit and support each other.

Large-sized companies refer to companies employing more than 500
employees, regardless of their fixed assets.

Strategic human resource competencies refer to the level of expertise and skills
of all human resource managers and professionals required for performing value-
creating human resource activities that meet the organizations' strategic requirements

and objectives.
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Strategic human resource deliverables refer to the human resource management
outcomes that enable the firm to achieve its strategies.

Strategic human resource management refers to the pattern of planned human
resource deployments and activities intended to enable an organization to achieve its
goals (Wright and McMahan, 1992: 298).

Strategic human resource management effectiveness is the contribution of the
human resource architecture to helping the organization to achieve its organizational
strategy.

Technical human resource competencies refer to the level of expertise and
skills of all human resource managers and professionals relevant to performing

excellently within a traditional human resource management functional department.

1.7 Organization of the Study

This study is divided into six chapters.

Chapter 1 includes the introduction of the study, significance of the problem,
research objectives, theoretical and practical contributions of the study, conceptual
definitions, and scope of the study.

Chapter 2 gives an overview of strategic human resource management, reviews
the theoretical and empirical literature of strategic human resource management
effectiveness, and describes the conceptual framework, variables, and research
hypotheses in this study.

Chapter 3 explains the research methodology, including the research design
and research method for the quantitative and qualitative approaches.

Chapter 4 presents the results of hypothesis testing.

Chapter 5 presents the results based upon data obtained from in-depth
interviews in the field.

Chapter 6, the final chapter, concludes the research results, discusses the
findings, and provides the implications of findings and suggestions for future strategic

human resource management effectiveness research.
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1.8 Chapter Summary

This chapter provides an overview of the dissertation. First, this chapter
provides an introduction to strategic human resource management as well as strategic
human resource management effectiveness. Then, the adoption and implementation of
strategic human resource management in Thailand and the contribution of human
resources, especially in garment and electronics companies are analyzed. An overview
of the garment and electronics industries is also provided in this chapter. Drawing
from the above arguments, the remainder of this chapter presents the research
objectives of this study, the scope of the study, the theoretical and practical
contributions, the conceptual definitions of variables, and the organization of the

study.



CHAPTER 2

LITERATURE REVIEW

This chapter presents the literature review of strategic human resource
management effectiveness. It is organized into three parts. The first part involves the
theoretical and empirical literature on strategic human resource management
effectiveness. The second includes the theoretical and empirical literature concerning
the factors affecting strategic human resource management effectiveness. The last part
presents the logical relationships between variables, the conceptual framework, and the

research hypotheses in this study.

2.1 Theoretical Literature on Strategic Human Resource Management

Effectiveness

This part first introduces the concept of strategic human resource management
as a new approach to managing human resources. The literature includes the
definitions, key themes of strategic human resource management, and an analytical
comparison of personnel management, traditional human resource management, and
strategic human resource management. Second, this section presents the theoretical
linkage between “strategic human resource management” and “effectiveness,”
implying the concept of strategic human resource management effectiveness—a
compelling way to define, measure, and manage human resource contributions in
relation to the achievement of the firm’s strategies. Third, this part of the study
reviews various definitions and synthesizes the key concepts relevant to strategic
human resource management effectiveness. The motives and benefits associated with
the study of strategic human resource management effectiveness are then summarized.

Then, macro-level organization theories, namely the resource-based view of the
firm and the behavioral approach, are integrated in order to help explain strategic

human resource management effectiveness. These theories provide a broad
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understanding of how human resources (employees), the human resource functions,
and human resource systems can be strategic assets that reinforce the firm’s strategy
implementation. Finally, strategic human resource management models and empirical

studies regarding strategic human resource management effectiveness are reviewed.

2.1.1 Strategic Human Resource Management

The phrase “strategic human resource management” is frequently referred to as
the new approach to human resource management, a concept which many scholars in
the field have attempted to define. However, there has been neither a universal
definition of strategic human resource management nor a clear boundary between
strategic human resource management, traditional human resource management, and
personnel management (Truss and Gratton, 1994: 665-667; Marteil and Carroll, 1995:
254).

Strategic human resource management can be described as an outcome, a
process, or a combination of the two. As an outcome, Wright and McMahan (1992:
298) define strategic human resource management as “the pattern of planned human
resource deployments and activities intended to enable an organization to achieve its
goals.” Similarly, Snell (1996: 61) considers strategic human resource management to
be the organizational systems designed to achieve sustainable competitive advantages
through people.

As a process, Schuler (1992: 18-32) suggests that strategic human resource
management is about “integration and adaptation, given that (1) human resource
management is fully integrated with the strategy and strategic needs of the firm; (2)
human resource policies cohere both across policy areas and across hierarchies; and
(3) human resource practices are adjusted, accepted, and used by line managers and
employees as part of their everyday work.” In addition, Ulrich (1997a: 189) describes
strategic human resource management as the process of linking human resource
practices to business strategy.

Considering process and outcome together, Truss and Gratton (1994: 663)
regard strategic iuman resource management as “the linking of human resource
management with strategic goals and objectives in order to improve business
performance and to develop organizational cultures that foster innovation and

flexibility.” Additionally, Martell and Carroll (1995: 255) propose a definition of
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strategic human resource management which includes the following characteristics: (1)
a long term focus, (2) new linkages between human resource management and
strategic planning, (3) the linkages between human resource management and
organizational performance, and (4) inclusion of the line manager in the human
resource management policy-making process.

In retrospect to the proposed definitions of strategic human resource
management, the strategic approach to human resource management is not however
totally replaced the traditional human resource management or personnel management.
The paradigm shift emphasizes the combination of traditional human resource
management with strategic concern and contribution to strategic formulation and
implementation—hence to the overall organizational success. It reflects a more
flexible arrangement and utilization of human resources in order to achieve the
organizational goals and accordingly helps the organizations to gain a competitive
advantage.

In order to better understand the implications of strategic human resource
management for organizations, a comparison of personnel management, traditional
human resource management, and strategic human resource management is important.
Researchers have reported a variety of details, but there is some agreement on the

critical distinctions among approaches (see Table 2.1).
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Table 2.1 Comparison of Personnel Management, Human Resource Management and

Strategic Human Resource Management

Personnel Human Resource Strategic Human
Management (PM) Management Resource
(HRM) Management
(SHRM)
Assumption People as commodity People as resources  People as strategic
resources
Focus Performance of Individual human Organizational
predefined resource outcomes effectiveness
professional activities
Framework Lack of systematic Isolated human Broad, contingency-
framework resource programs or based and integrative
activities, separated  framework
Lack of strategic from both the
relevance environments and A full complement of
one another human resource goals

and activities designed
to fit the environments

and mutually
reinforcing
Nature Pluralist, Unitarist, Strategic,
collective, individual, integrated,
reactive, active, proactive,
compliance commitment long-term
commitment/
development
Orientation Short-term Short-term/long-term Long-term
Organizational Relative lower level ~Middle level Top level
Level
Status Marginal Major managerial Strategic partner
function
Roles Personnel specialists/ Human resource Line managers as key
professionals professionals/ players, human
managers with little  resource managers as
participation from supporters
line managers
Evaluation Cost-minimization Maximum utilization Overall organizational
Criteria success

Source: Summarized from Guest (1987: 507); Dyer and Holder (1988: 1-40); and
Truss and Gratton (1994: 663-686).
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In sum, the key themes of strategic human resource management have emerged

from the existing literature as the following.

1. Strategic human resource management highlights the relationship
between human resource management and organizational strategy for achieving
organizational success (Wright and Snell, 1991: 203-225; Wright and McMahan,
1992: 298; Guest, 1997: 263-276).

2. Strategic human resource management contains two types of
alignments: external and internal. The former concerns the fit between human
resource strategy and organizational strategy. The latter involves the fit within the
human resource management systems (Miles and Snow, 1988: 10-28; Schuler and
Jackson, 1987: 207-219; Schuler, 1992: 18).

3. Strategic human resource management takes into account a broader
range of relevant contextual factors in the external and internal environments of the
organizations (Truss and Gratton, 1994: 669; Holbeche, 2002: 29-47; Schuler and
Jackson, 2005: 7-10).

4. Various stakeholders involve in strategic human resource
management process. Top management support is critical to the adoption and
implementation of strategic human resource management, while human resource
professionals work cooperatively with line managers and non-management employees.
A large portion of responsibility is devolved to the line, while the human resource
function plays a supportive role (Dyer and Holder, 1988: 4; Schuler, 1992: 18; Truss
and Gratton, 1994: 666).

5. The role of the human resource function has shifted from the
administrative to the five major roles, including employee advocate, human capital
developer, functional expert, strategic partner, and human resource leader (Ulrich,
1997a: 24-25; Ulrich and Brockbank, 2005: 199-201).

2.1.2 Strategic Human Resource Management and Effectiveness

Based on the goal-oriented approach proposed by Etzioni (1964:8), the
concepts of strategic human resource management and effectiveness are interrelated.
The relationships of these two constructs are apparent. Strategic human resource

management aims towards the effective utilization of human resources in order to
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achieve the strategic requirements and objectives (Greer, 2001: 123). It has been
argued to have a positive relationship with firm performance (Delery and Doty, 1996:
802-835; Guest, 1997: 263-276). Strategic human resource management denotes both
the means to effectiveness and an end in itself.

Effectiveness generally means achieving the intended results. From an
organizational perspective, effectiveness is concerned with the achievement of
organizational goals (Etzioni, 1964: 8; Cunningham, 1977: 469; Rogers and Wright,
1998: 14). It has been noted as a key ingredient to organizational success.
Effectiveness signifies the accomplishment of ends. Thus, it is often used to evaluate
organizational performance (Cunningham, 1977: 469; Gerloff, 1988: 155-158).
Several competing models of effectiveness in the literature have been proposed as the
bases for analyses of effectiveness. Effectiveness is generally viewed as a
multidimensional construct typically involving multiple criteria (Greer, 2001: 301).

The aggregation of the two constructs derives strategic human resource
management effectiveness, an important construct gaining an increasing popularity in

the area of human resource management evaluation.

2.1.3 Definitions and Concepts of Strategic Human Resource
Management Effectiveness

This section reviews various definitions of strategic human resource
management effectiveness and other related concepts such as “human resource/human
resource management effectiveness.” Then, the definition and concept of strategic
human resource management effectiveness in this study are proposed.

As different views of effectiveness in terms of the scope, criteria, strategic
impact, level of analysis, and level of constituents exist among researchers and
practitioners, there is no universal agreement upon the definition of strategic human
resource management effectiveness. It is based upon the underlying theoretical
perspectives on which researchers and practitioners rely.

The phrase “strategic human resource management effectiveness” has not
frequently used in the human resource management literature, especially for evaluating
the performance or results of human resource management. Rather, the phrases
“human resource effectiveness” and “human resource management effectiveness” have

been widely used in the field. Although all of these phrases are sometimes applied
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interchangeably and used to measure the same things, the term “strategic” indicates the
strong link of human resource management to the firm’s strategies. On the other hand,
“human resource effectiveness” and “human resource management effectiveness” in
some studies do not tie effectiveness to the strategic level of the firm, but to the
operational level of human resource management.

This section, thus, reviews the definitions and concepts of both strategic human
resource management effectiveness and other similar concepts in human resource
evaluation.

Two well-known definitions of strategic human resource management
effectiveness have been proposed to the field. The work of Huselid, Jackson, and
Schuler (1997: 175), one of the early work that introduces the phrase “strategic human
resource management effectiveness,” defines strategic human resource management
effectiveness as “the perceptions of how well the human resource management
function develops a firm’s employees to support its business needs including
facilitating teamwork, communications, and involvement, enhancing quality, and
developing talent to serve the business in the future.” Effectiveness is a result of the
utilization of strategic human resource practices to serve business needs through the
capabilities of human resource professionals.

Based on Huselid et al.’s (1997) work, Richard and Johnson (2001: 299)
provide a narrower meaning of strategic human resource management effectiveness.
Strategic human resource management effectiveness is defined as “the practices that
create a unique pool of human capital.” This definition also implies the significance of
the human resource function and strategic human resource practices.

Explicitly, both definitions emphasize the “bundle” or “system” of strategic
human resource practices and human resource outcomes. The human resource system
reflects the adoption of strategic human resource management, while employees with
the required knowledge, skills, and abilities to execute the firm’s strategies are
considered the deliverables of effective strategic human resource management.

In addition, the work of evaluating “human resource effectiveness” or “human
resource management effectiveness” that links human resource management to the
strategic level is tremendous. With a link to the firm’s strategies, these concepts are
treated similarly as the concept of strategic human resource management effectiveness

in this study. Most of the work rarely provide the meaning of human resource/human
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resource management effectiveness, but the evaluation scope, focus, criteria, and level
of analysis reflect the meaning per se.

Tsui and Gomez-Mejia (1988: 187) argue that human resource effectiveness
relates to two dimensions: (1) the effective utilization of the pool of human resources
and (2) the contribution of the human resource function in achieving the effective
utilization of such resources. The effective utilization of human resources means the
effectiveness of the firm’s overall human resources, which is affected by the efforts of
line managers and all human resource members. The contribution of the human
resource function indicates its effectiveness, which is affected by the efforts of human
resource professionals. Effectiveness in this view primarily depends on human
resource and line managers.

Ulrich (1997b: 306-318) also proposes the assessment of human resource
effectiveness in terms of overall human resources and the human resource function.
He links the effectiveness of overall human resources to the requirements of business
through productivity, people, and process. Each of which becomes a basis for tracking
the impact of overall human resources within the business. In addition to using these
three human resource deliverables, human resource effectiveness can be determined by
auditing human resource practices, professionals, and/or departments.

Furthermore, Yueng and Berman (1997: 321) measure human resource
effectiveness by considering value added through human resource practices to drive
business performance. Three paths through which human resource practices contribute
to business performance include (1) building organizational capabilities, (2) improving
employee satisfaction, and (3) shaping customer and shareholder satisfaction.

Morden (1998: 95) proposes the idea that human resource effectiveness
involves measuring three areas, including (1) the efficiency and effectiveness of the
human resource function, (2) the human asset performance and operational
performance of the firm, and (3) future-oriented human resource requirements. This
effectiveness can be categorized into three levels: functional, operational, and strategic
levels.

Wright et al. (2001: 111) view human resource effectiveness in relation to the
human resource function. The effectiveness of the human resource function is a
function of its service delivery, roles, and contributions to the firm. The effectiveness

of service delivery—including staffing/succession planning systems, compensation
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systems, and training and development systems—resembles Huselid et al.’s (1997)
technical human resource management effectiveness. On the other hand, effectiveness
in performing roles—such as strategic partner, tailoring practices, and providing
change consulting—resembles Huselid et al.’s (1997) strategic human resource
management effectiveness. The evaluation of human resource contributions serves as
an overall evaluation of the function, assessing how the human resource function is
being run and how it contributes to the firm in different dimensions.

Paauwe (2004: 179) proposes that human resource effectiveness involves
measuring the value added or the contribution of the human resource function. He
considers human resource effectiveness a multidimensional perspective, labeled as “4
logic,” evolving from the changing roles of human resource management in the
organization. The four logics include the strategic, the professional, delivery, and
societal, all of which reflect different stakeholders significant to the human resource
function. The human resource function has to deliver a range of services and human
resource practices to satisfy various stakeholders’ needs based on cost effectiveness.

Consistent with Paauwe (2004: 179), Schuler and Jackson (2005: 6-7) suggest
that human resource effectiveness consider the impact of the human resource
management system on all organizational stakeholders such as the organization itself
as a primary stakeholder, customers, suppliers, and the local community. The human
resource function has a responsibility to design the human resource system that
addresses the concerns of all key stakeholders.

Chiraprapha Akaraborworn and Rattanasak Charoensap (2007) propose three
levels of human resource evaluations: efficiency, effectiveness, and impact. Efficiency
is assessed according to the investment worthiness in human resource management
work in terms of time, budget, and resources used. Effectiveness assesses the
achievement of human resource work according to the predefined goals. These two
types of evaluations directly relate to the human resource function and human resource
practices. The last level of the evaluations is concerned with the impact of human
resource management work on the firm. It is the level at which human resource
management outcomes contribute to the firm’s strategies.

Synthesizing all of the work above, the main streams of evaluating human
resource contributions to the firm (strategic human resource management

effectiveness) involve the human resource function, human resource practices, and
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human resource outcomes. This can be viewed as a continuum. At the first stage, the
human resource function has to demonstrate the competencies to develop the human
resource system by delivering both strategic and traditional human resource activities.
This involves the effectiveness and efficiency of the human resource function. Next,
the human resource system has to prove the desired results in producing the strategic
human resource outcomes required for the organization’s success. This represents the
effectiveness of the human resource system. Ultimately, the human resource outcomes
derived from the human resource system have to show their impact on the achievement
of the firm’s strategies. This represents the effectiveness of the overall human
resources or the impact of human resources on the firm success. This view is
consistent with Becker et al. (2001) and Huselid et al. (2005), where human resource
contributions to the firm result from the overall human resource architecture (the
human resource function, the human resource system, and strategic employee

behaviors). This idea is presented in Figure 2.1.

~
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Figure 2.1 The Value Contribution of the Human Resource Architecture
Source: Adapted from Becker et al., 2001: 12.

Therefore, strategic human resource management effectiveness in this study
refers to the contribution of the human resource architecture to helping the
organization to achieve its strategy. Relying on the goal-attainment approach, it is a
concept that emphasizes the contribution of human resources to attain organizational
goals, through the human resource function, human resource policies and practices,
and strategic employee behaviors. The success of human resource management is thus
tied to the ability to execute the firm’s strategies because this ability is currently
considered a source of competitive advantage (Kaplan and Norton, 1996: 1). Strategic
human resource management effectiveness is then a human resource performance

driver of the firm’s strategies. This is a way in which human resource management
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reflects the strategic contribution or the value creation dimension of human resources
to the firm.

The concept of strategic hurﬁan resource management effectiveness proposed
in this study is also consistent with Phillips’ (1999) work on human resource
contribution. As a result of increased human resource accountability to the firm,
human resource contributions are developed based upon the paradigm shifts from the
traditional human resource to a more results-based approach. The human resource
function must demonstrate its validity for business, its ability to accomplish business
objectives and its ability to communicate these accomplishments in ways that
executives and line managers fully understand (Phillips, 1999: 1).

Based on this view, strategic human resource management effectiveness
involves human value management. Value adding always starts with the
organizational goals and is defined by the receiver (employees, customers, investors,
and the organization itself), not the giver (the human resource function) (Fitz-Enz,
1990: 275, 2000: 8). Thus, the knowledge and skills of employees mean nothing until
they are applied to the business situation (Fitz-Enz, 2000: 8). The value of human
resource management is then represented in the form of “deliverables” rather than
“doables” to the firm (Ulrich, 1998: 2-3; Becker et al., 2001: 30). Deliverables focus
on the outcomes, results, and value created from doing human resource work (Ulrich,
1998: 2). These reflect the strategic human resource contribution. On the other hand,
doables emphasize actions, activities, and what happens (Ulrich, 1998: 2). Doables
involve improving human resource practices, upgrading human resource professionals,
and reengineering human resource departments relevant to administrative efficiency
(Ulrich, 1998: 2). It is not the doables but the deliverables which significantly

contribute to the firm’s strategy implementation.

2.1.4 Motives and Benefits Associated with Strategic Human Resource
Effectiveness Study
The motives for studying strategic human resource management effectiveness
can be summarized as the following.
1. Pressures to demonstrate the value added of human resource
management work (Fitz-Enz, 1990: 274-275; Ulrich, 1997b: 303; Yueng and Berman,
1997: 321; Phillips, 1999: Preface No. 1; Becker et al., 2001: 1-3; Paauwe, 2004: 189).
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2. Misleading and inadequate traditional human resource measures
(Yueng, 1997: 299). The traditional measures often focus on “human resource
doables,” such as cost per hire, time to fill a job, rather than “human resource
deliverables,” such as employee commitment, employee productivity.

3. The integration of human resources into the mainstream functions
in the organization (Phillips, 1999: Preface No.1).

4. The consequences of improper and ineffective human resource
practices (Phillips, 1999: Preface No. 1).

5. Growing evidence to support the link between business
performance and quality of human resource practices (Becker et al., 2001 1-3; Paauwe,
2004: 189).

6. Increased competitive pressure as a result of globalization and
technological advancement (Paauwe, 2004: 189).

7. Belief in organizational myths such as “You cannot manage what
you cannot measure” (Ulrich, 1997b: 303; Becker et al., 2001: 20) and “What you
measure is what you get” (Yueng and Berman, 1997: 333).

8. U.S.-based obsession with measuring effectiveness, which has an

impact in other countries (Paauwe, 2004: 189).

The evaluation of human resource management has appealed to researchers and
practitioners. Major approaches or methods, using a variety of tools and based on a
variety of assumptions to measure the human resource contribution, are summarized in
the following table. No one best way exists to measure the human resource
contribution; however, those approaches that link human resource performance with
organizational effectiveness or focus on benefit and cost comparisons appear the most
credible and valid (Phillips, 1999: 47).
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Table 2.2 Major Approaches to Measuring the Human Resource Contribution

Approach

Measurement Focus

1. Human Resource
Management by Objectives
2. Employee Attitude Surveys

3. Human Resource Case
Studies

4. Human Resource Auditing

5. Human Resource Key
Indicators

6. Human Resource Cost
Monitoring

7. Human Resource
Reputation

8. Competitive Benchmarking

9. Return on Investment

10. Human Resource
Effectiveness Index

11. Human Resource
Accounting

12. Human Resource Profit
Center

13. Human Resource
Dashboard or Scorecard

Goal setting for human resource performance
measures

Link employee attitudes/perceptions to
organizational performance

Present qualitative results of human resource
programs or services in a case study format to
selected audiences

Key indicators or user-reaction measures of
efficiency or existence of practices

Quantitative measures of program/function
performance

Cost comparisons of human resource programs,
function, and behaviors with other cost standards
Clients/constituencies attitudes/perceptions on
human resource function

Comparisons of key measures with those of other
organizations

Comparison of the cost of human resource programs
with the benefits derived from them

Multiple key indicators of program/function
performance

Value of skills/capabilities/performance of
employees based on standard accounting principles
Profit contribution of programs/services

Comparison of an array of human resource measures
with the target. Tracking and monitoring results for
improvement

Source: Adapted from Phillips, Stone and Phillips, 2001: 13.

In sum, those approaches involve the three dimensions of effectiveness criteria

(Tsui and Mejia, 1688: 212).

1. Nature of Evaluation — whether the criteria measure a process or an

outcome.
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2. Focus of Effectiveness — whether the criteria examine overall human
resources or only the human resource function.

3. Form of Effectiveness — whether the criteria are quantitative or qualitative
measures.

In addition, Tsui and Gémez-Mejia (1988: 187-189) summarize the potential
benefits associated with human resource evaluation, which can be applied to strategic
human resource management effectiveness as the following.

1. Strengthening the Profile of the Human Resource Function

A human resource evaluation serves as a powerful tool to market the human
resource function or enhance the image and visibility of the function.

2. Providing Accountability

Strategic human resource management effectiveness serves as a tool to
determine whether the human resource function is effectively utilizing its resources
and meeting immediate and long-term goals.

3. Promoting Change

Information from the evaluation, perceived as objective, promotes reccegnition
of needed changes and ultimately action.

4. Assessing Financial Impact

The evaluation also serves as a tool for the human resource function to
communicate the human resource success in a measurable way that the CEOs and line
executives understand (Becker et al., 2001).

2.1.5 Theoretical Explanations for Strategic Human Resource
Management Effectiveness

As strategic human resource managerhent effectiveness in this study is defined
as the contribution of the human resource architecture in helping the organization to
achieve its strategies, strategic human resource management effectiveness can be
explained by applying macro-level organization theories—the resource-based view of
the firm (Penrose, 1959; Wernerfelt, 1984; Barney, 1991) and the behavioral approach
(Schuler and McMillan, 1984; Schuler and Jackson, 1987; Jackson et al., 1989).

This section describes basic assumptions, focuses, and applications of these

two theories in relation to strategic human resource management. The integration of
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these theories is analyzed in order to explain strategic human resource management
effectiveness.

2.1.5.1 The Resource-Based View of the Firm

The resource-based view places importance on internal firm resources
as the ultimate source of sustained competitive advantage. A sustained competitive
advantage exists when the firm is implementing a value-creating strategy that is not
being implemented by any current or potential competitors and when these other firms
cease to duplicate the benefits of this strategy (Barney, 1991: 102).

Barney (1991: 101-102) argues that firm resources can be categorized
into three categories, including physical capital resources. human capital resources,
and organizational capital resources. Building on the assumption that firm resources
are heterogeneous and immobile, the resource-based view suggests that a sustained
competitive advantage occurs only when the resources meet the four criteria of value,
rarity, inimitability and non-substitutability. In other words, firm resources can be a
source of sustained competitive advantage only if: (1) resources add positive value to
the firm, (2) resources are unique or rare among current and potential competitors, (3)
resources are imperfectly imitable, and (4) resources cannot be substituted with
another resource by competing firms. The unique history, causal ambiguity, and
social complexity of a firm’s resources determine the imitability of these resources.
(Dierickx and Cool, 1989: 1504-1511; Bamney, 1991: 107-110) These four attributes
serve as empirical indicators of how resources vary across firms and are unable to
obtain from other firms or resource markets.

As Barney (1991) suggests the applicability of the resource-based view
to analyze a broad range of firm resources to be sources of sustained competitive
advantage, scholars in the area of strategic human resource management have
increasingly applied the resource-based view of the firm in the development of theory
and the rationale for empirical research.

1) Strategic Human Resource Management Theory and the
Resource-Based View of the Firm

The theory within the field of strategic human resource
management built upon the resource-based view exhibits both similarities and
differences. In applying the concepts of value, rareness, inimitability, and
substitutability, Wright and McMahan (1992: 300-303) present the resource-based
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view as a perspective providing a rationale for a firm’s human resources, as a pool of
skills, knowledge, attitudes, and competencies to be a source of sustained competitive
advantage.

Later, Wright, McMahan and McWilliam (1994: 317) argue
that it is not individual human resource practices, but the human capital pool (a highly
skilled and highly motivated workforce), that has the potential to constitute a source of
sustained competitive advantage. Individual human resource practice could be easily
copied by competitors. Wright et al. (1994: 320) further argue that human resource
practices play an important role in developing a sustained competitive advantage
through the development of the human capital pool, and through moderating the
relationship between this pool and a sustained competitive advantage by affecting
human resource behavior.

Diverging from Wright et al. (1994), Lado and Wilson (1994:
699) propose that a firm’s human resource practices provide a source of sustainable
competitive advantage. They argue that, unlike individual human resource practices,
the system of human resource practices can be inimitable as they can be unique,
causally ambiguous and synergistic. These practices contribute to sustained
competitive advantage by facilitating the development and utilization of

organizational competencies.

Human Resource
Practices

—

Human Resource Sustainable
Behavior Competitive Advantage

Human Capital Pool

Figure 2.2 A Model of Human Resources as Sources of Sustained Competitive
Advantage
Source: Wright et al., 1994: 318.

In addition, Boxall (1996) further suggests the concept of
human resource advantage based upon the resource-based view and strategic human

resource management paradigm. The human capital advantage is the potential to
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capture a stock of exceptional human talent “latent with productive possibilities”
(Boxall, 1996: 67). It is considered a function of causally ambiguous, socially
complex, historically evolved processes.  Boxall (1998: 1-29) then argues that
organizations possess two major tasks. One is the management of mutuality to create
a talented and committed workforce. Human capital advantage is the result of the
accomplishment of this task. The other is to develop employees and teams to create a
learning organization within and across industry cycles. The accomplishment of this
task results in the organizational process advantage.

Synthesizing the previous writings on the resource-based view
and strategic human resource management, Wright, Dunford and Scott (2001: 708-
710) propose a model of the basic strategic human resource management components
built upon the resource-based view of the firm. They argue that sustained competitive
advantage is a function of a combination of human capital elements, strategically
relevant behaviors, and supporting people management systems, not just a function of
single or isolated components.

Academic debates regarding the relationship between strategic
human resource management and the resource-based view in various dimensions have
continued. In essence, the conceptual development within the field of strategic human
resource management has leveraged the resource-based view to achieve some
agreement about firm resources and sustainable competitive advantage, especially the

attributes required for the resources to generate a competitive advantage.
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Figure 2.3 A Model of the Basic Strategic Human Resource Management
Components
Source: Wright et al., 2001: 709.

2) Empirical Strategic Human Resource Management
Research and the Resource-Based View of the Firm

In addition to the applications of the resource-based view to
theoretical developments within strategic human resource management, the resource-
based view has gained popularity in exploring the empirical relationships within
strategic human resource management. The empirical application of the resource-
based approach has taken a variety of forms, ranging in focus from high-performance
work systems and stocks of talent, to the alignment between employee skills and
strategy (Wright et al,, 2001: 715). Many studies have employed a common
underlying logic: human resource activities are thought to lead to the development of
a skilled workforce, thus creating a source of sustained competitive advantage.

Appling the resource-based view, Huselid (1995: 635-672)
examined human resource practices (high-performance work systems) and employee
turnover, gross rate of return on assets, and Tobin’s Q. The results indicated that such
practices have an impact on both accounting- and market-based measures of
performance. Later, Huselid and Becker (1997: 1-23) examined firm performance
effects on the human resource system. The results indicated strong support for a
positive relationship between a high-performance work system and firm performance.

Following the resource-based approach, these two studies emphasize the human
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resource systems as a source of sustained competitive advantage since they are
difficult to imitate. The human resource systems are developed over time, cannot
simply purchase in the market by competitors, and cannot be perfectly understood.

Wright, Smart, and McMahan (1995: 1052-1074) conducted a
study regarding human resources and strategy among the National Collegiate Athletic
Association (NCAA) basketball teams using the resource-based view. Rather than
focusing on human resource practices, they focused on the team members’ skills and
the coach’s experience and examined a match between skills and strategy. The results
showed that the relationships between skills and team performance depended on the
strategy. Teams whose coaches used a preferred strategy outperformed those whose
coaches could not use their preferred strategy. '

Boxall and Steeneveld (1999: 443-463) conducted a study in
the engineering consultancy industry in New Zealand. They argued that a human
resource advantage could lead one of the firms to achieve a superior competitive
position. However, two of the competitors overtook this position later because they
were able to imitate the former leaders’ human resource advantage, or the former
leader developed an uncertain human resource advantage that was exploited in the
future.

In addition, Richard (2001: 164-177) relied on the resource-
based logic to examine the impact of racial diversity on firm performance in the
banking industry. Richard stated that diversity provided value to the firms through
ensuring a variety of perspectives. Thus, diversity was rare because very few firms
achieved significant levels of diversity and because the socially complex dynamics
inherent in diversity led to its imitability. The results indicated that diversity was
related to productivity, return on equity, and market performance for firms engaged in
a growth strategy.

2.1.5.2 The Behavioral Approach

The behavioral perspective emphasizes employee behavior as the
mediator between strategy and firm performance (Wright and McMahan, 1992: 303-
305). It is assumed that various human resource practices are needed to elicit and
control the different employee behaviors required by different contextual factors, such
as firms’ strategies (Schuler and Jackson, 1987: 207-220; Cappelli and Singh, 1992:
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737-775). It suggests that effective human resource practices depend on their capacity
to foster desired employee behaviors (Ericksen and Dyer, 2004: 5).

Grounded in role theory, the behavioral perspective focuses on the
interdependent role behaviors serving as building blocks for an organization system
(Schuler and Jackson, 2005: 12). Katz and Kahn (1978: 189) define role behaviors as
“the recurring actions of an individual, appropriately interrelated with the repetitive
activities of others so as to yield a predictable outcome.” The primary means by
which the organization sends role information through the organization, supports
desired behaviors, and evaluates role performance is through human resource
management (Jackson and Schuler, 1995: 239; Schuler and Jackson, 2005: 12).
Human resource management is effective when the expectations which it
communicates internally and the ways in which it evaluates performance are
congruent with the system’s behavioral requirements (Fredericksen, 1986: 445-452).
System requirements depend on contextual factors, such as business strategies and the
industry nature (Jackson and Schuler, 1995: 239).

Business
Characteristics

Yilkd

Needed Role
Behaviors

HRM Practices

Actual Role
Behavior

Role Role
Information Information

Figure 2.4 A Role Theory Perspective for Understanding Human Resource
Management Practices
Source: Wright and McMahan, 1992: 304.

Although the behavioral perspective is one of the original, conceptually
appealing models in the strategic human resource management literature, the
behavioral approach has been less employed in strategic human resource management
(Ericksen and Dyer, 2004: 5).
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1) Strategic Human Resource Management Theory and the
Behavioral Perspective

Examples of the theoretical models of strategic human resource
management built upon the behavioral perspective include the work of Schuler and
MacMillan (1984), Miles and Snow (1984), Schuler and Jackson (1987), Cappelli and
Singh (1992), Jackson et al. (2003), and Ericksen and Dyer (2004). Schuler and
MacMillan (1984: 241-255) argue that human resource practices, often overlooked,
are a means by which companies can gain a competitive advantage. Human resource
practices enable companies to gain a competitive advantage by eliciting the behaviors
that are supportive of the strategy. The most appropriate human resource practices
must be aligned to the strategy (the target/thrust matrix) and consistent across human
resource practices.

. Miles and Snow (1984: 36-52) also propose different types of
human resource practices required by different types of strategy. However, they do
not specify the role behaviors required for the different strategy types. They rather
assume that human resource practices differ among strategy types due to the different
behaviors and skills necessary to implement the strategy.

In addition, Schuler and Jackson (1987: 207-220) use role
theory to link human resource practices with Porter’s (1980) competitive strategies of
the organization. They propose that different strategies require different role
behaviors of on the part of employees and then require different human resource
practices. In addition, all human resource activities must be consistent with each other
and linked to the strategic needs of the business. This is consistent with Cappelli and
Singh (1992: 737-775), who argue that a particular business strategy requires a unique
set of responses from employees and that a particular set of human practices produces
a unique set of responses from employees. To match human practices to a chosen
strategy, the human resource strategist has perfect knowledge regarding all of the
skills and behaviors required to implement that strategy and the specific human
practices that will develop those skills and elicit those behaviors.

Jackson et al. (2003: 727-786) extend the behavioral approach
to describe the knowledge-based approach to a sustainable competitive advantage. In
order to create, share, and transfer knowledge, organizations must have a process in

place both for physical and social support. It is argued that human resource practices
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can be used to encourage employee behaviors needed for knowledge-based
competition. These human resource practices help to facilitate the acquisition and

development of knowledge among individuals and teams.
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v
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Figure 2.5 Schuler and Jackson’s (1987) Model of Linking Human Resource
Practices to Competitive Strategy
Source: Boxall and Purcell, 2003: 53.

Ericksen and Dyer (2004: 1-36) also apply the behavioral
approach to the development of a strategic human resource management-based model
of high reliability organizations in order to explain how employees contribute to
specific organizational goals in specific contexts. They view organizational reliability
as an ideal, system-level, employee-driven measure of firm performance. A set of
reliability-oriented employee behaviors can predict the level of reliability and these
behaviors are valuable to reliability-seeking organizations that operate under the
contextual factor of trying conditions. It is argued t.hat reliability-enhancing human

resource strategies create these behaviors.
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Figure 2.6 A Strategic Human Resource Management Model of High Reliability
Organization Performance
Source: Ericksen and Dyer, 2004: 8.

In summary, strategic human resource management theories
built upon the behavioral perspective have utilized a relatively similar logic in that
they treat employee behavior, rather than employee’s knowledge, skills, and abilities,
as an important mediator between the organizational strategy and firm-level outcomes.
Explicitly, the models built on insights from the behavioral theory exhibit the external
alignment between human resource practices and important aspects of the
organization, such as organizational strategy and environmental factors, as well as

internal alignment or congruence among human resource practices.

2)  Empirical Strategic Human Resource Management
Research and the Behavioral Perspective

Many scholars argue that various linkages in the behavioral
approach have been less studied or neglected, making this approach a partial
explanation of the fundamental issues in strategic human resource management
(Wright and McMabhan, 1992: 305; Ericksen and Dyer, 2004: 5).
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The behavioral perspective places emphasis on the relationship
between the organizational strategy, human resource practices, human resource
behaviors, and firm performance. It is apparent that the human resource practice-
behavior relationship is the common focus in the approach. However, the firm
strategy-employee behavior and the employee behavior-firm performance linkages are
little studied (Wright and McMahan, 1992: 305). Thus, it is difficult to draw a
conclusion on the role of employee behavior as a mediator in the strategy-firm
performance relationship (Liqun, 2004: 26).

Huang (1997: 677-689) investigated the impact of participative
management on employee behaviors and the firm’s financial effectiveness among 308
Taiwanese enterprises. The results indicated both positive and negative relationships.
A suggestion system and labor-management committee had a positive impact on
turnover and absenteeism rates. Similarly, the quality control circle (QCC) and profit
sharing showed a positive impact on organizational effectiveness as seen in profit and
revenue growth rates. However, employee stock-ownership plans and grievance-
handling systems had negative effects on both employee behaviors and organizational
effectiveness.

Collins and Clark (2003: 740-751) studied strategic human
resource practices, top management team social networks, and firm performance in 73
high-technology firms. They examined the effect of network-building human
resource practices in creating an organizational competitive advantage based on the
behavioral approach. This study presented the idea that several network-building
human resource practices encouraged the executives to build internal and external
social networks that improved firm performance. The relationships between these
human resource practices and firm performance were mediated through their top
manager’s social networks.

2.1.5.3 Integration of Theories

Various theoretical and empirical works on strategic human resource
management have utilized both the resource-based view and the behavioral approach
as underpinning theoretical perspectives (e.g., Ladc and Wilson, 1994; Huselid and
Becker, 1995, 1997; Becker et al., 2001; Huselid et al., 2005). The resource-based
view and the behavioral approach are considered strategic theories of human resource

management (Wright and McMahan, 1992). They provide explanations for human
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resource practices as a result of strategy considerations. Human resource management
practices are then determined by proactive, strategically-intended decisions. (Wright
and McMahan, 1992) The resource-based view focuses on the relationships among
the firm’s strategies, human resource practices, and the human resource capital pool,
while the behavioral approach emphasizes how the firm’s strategies, human resource
practices, and human resource behaviors are interrelated. The relationships of the two
approaches are depicted in Figure 2.7.

In the context of strategic human resource management effectiveness,
the combination of the resource-based view and the behavioral approach provides a
theoretical explanation for analyzing strategic human resource management
effectiveness in theory and practice. Both approaches focus on different aspects that
support one another. The resource-based view and the behavioral approach
complementarily describe how the human resource architecture can be strategic assets,
the set of difficult to trade and imitate, scarce, appropriable, and specialized resources
and capabilities that bestow the firm’s competitive advantage (Amit and Schoemaker,
1993: 36).

The resource-based approach emphasizes the attributes of the overall
human resource architecture required to become a source of sustained competitive
advantage. In this way, the human resource architecture is assessed to possess the
four attributes of strategic resources suggested by Bammey (1991). First, the human
resource architecture can add positive value to the firm. In this case, the value
contribution of the human resource architecture relates to facilitating the
implementation of the firm’s strategies. Next, only a small number of firms in a
particular competitive environment develop overall human resource architecture. A
majority of firm usually use a single element of the human resource function, the
human resource system, or human capital pool, as a basis for managing human
resources effectively. In addition, the human resource architecture cannot be
transferred easily from one firm to another due to its path dependency and causal
ambiguity. It is developed over time and cannot be purchased in the market by
competitors. The human resource architecture can easily be understood in concept,
but in practice require numerous and subtle interrelationships not readily observed by
those outside the firm. Finally, the architecture cannot be substituted with another

resource by competing firms. Given the explanation of the resource-based view,
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human resource architecture is considered a source of sustained competitive

advantage.

Firm Strategy \

Human Resource
Management
Practices
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Human Resource Human Resource » Firm-Level
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Figure 2.7 Integrated Theories of the Resource-Based View and the Behavioral
Approach
Source: Adapted from Wright and McMahan, 1992: 299.

However, only promoting the human resource architecture as a source
of sustained competitive advantage is not sufficient to create a strategic impact on the
firm. Based on the model adapted from Wright and McMahan (1992), firm-level
outcomes are directly influenced by human resource behaviors, which are the
outcomes of human resource management. Human resource behaviors are strategic
deliverables serving to execute the firm’s strategies (Becker et al., 2001: 20). They
are driven directly by the human resource practices needed to elicit and control
different behaviors required by different contextual factors. It is the role of the human
resource system within the human resource architecture that contributes to a sustained
competitive advantage by acquiring, developing, and motivating the behaviors
necessary for successfully implementing the organizational strategy.

Integrating the resource-based view and the behavioral approach
provides a broad understanding of how the human resource architecture can be a
strategic asset that reinforces the implementation of the firm’s strategies, that is, the
concept of strategic human resource management effectiveness. However, the next
challenge is how to design and manage the human resource architecture that will help

the organization to achieve its objectives. The theoretical and empirical literature
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concerning strategic human resource management in the following sections provides a

solid explanation for this issue.

2.1.6 Theoretical Models of Strategic Human Resource Management
Effectiveness .
This section reviews various theoretical models explaining the contribution of
human resources to the firm’s success from various perspectives. Theoretical models
under the title of “strategic human resource management effectiveness” have not
existed. However, many scholars have proposed models attempting to measure and
manage the contribution of the overall human resources, the human resource system,
and the human resource function that are applicable to the study of strategic human
resource management effectiveness. All of these models explicitly show the link to
organizational outcomes.

2.1.6.1 Tsui and Gomez-Mejia’s (1988) Model

Tsui and Gomez-Mejia (1988: 209-217) propose an integrative
framework for evaluating human resource effectiveness based on a systems
perspective. It is one of the most cited modeis of human resource effectiveness.

Demonstrating the link to organizational effectiveness, this model
suggests that there are two kinds of effectiveness relating to human resource
management: the effectiveness of the human resource function and overall human
resource effectiveness. Human resource and line managers are primary decision maker
that play a significant role in determining both types of effectiveness, and ultimately,
organizational effectiveness, through their decisions and actions.

The effectiveness of the human resource function is solely a result of the
decisions and actions of human resource managers, while the overall human resource
effectiveness results from the decisions and actions of only line managers or the joint
efforts of line and human resource managers. This indicates that human resource
managers have both direct and indirect responsibilities for the overall human resource
effectiveness. The effectiveness of the function and overall human resources, then,
lead to organizational effectiveness.

In addition, Tsui and Gémez-Mejia place emphasis on the importance
of the internal and external factors of the organization that can have implications for

human resource policies and practices. They suggest that well-designed human
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resource policies and practices must be aligned with the contextual factors of the
organization and that the major responsibility for identifying those contextual factors
lies with human resource managers. Human resource managers also have more
responsibility for influencing line managers’ perceptions and understanding of such
factors. This implies that the alignment of human resource policies and practices with
the contextual factors of the firm have an impact on the effectiveness of the human

resource function and overall human resources.

Contextual Factors

e.g., Business Strategy,
Environment

Y A

Decisions and Decisions and
Activities of HR Managers »  Activities of All Managers

A A

Effectiveness of the HR

Overall HR Effectiveness
Function

Organizational Effectiveness

Figure 2.8 Integrative Model of Effectiveness
Source: Tsui and Gémez-Mejia, 1988: 211.

2.1.6.2 Fitz-Enz’s (1990) Model

Fitz-Enz (1990: 274-312) develops the human resources octagon as a
model for evaluating the value-added effects of human resources.

The octagon model views the value of human resources as the
qualitative and quantitative worth of products and services provided by the human
resource function in terms of the contribution to the customer’s goals, such as

revenues, expenses, productivity, quality, profits, and market share. The value of
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human resources is directly linked to business success. In this way, human resource
practices are used to contribute to those goals as a primary purpose; the use of those
practices to create efficiency, productivity, and quality of the human resource

management operation is considered a secondary purpose.
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Figure 2.9 Human Resources Octagon
Source: Fitz-Enz, 1990: 276.

2.1.6.3 Yueng and Berman’s (1997) Model

Yueng and Berman (1997: 328-329) proposed an integrative model,
using Kodak Eastman as a case study, for examining the value of human resources
towards business performance. Based on the balanced scorecard framework (Kaplan
and Norton, 1996) and Eastman Kodak’s strategic human resource framework (Ulrich
and Lake, 1990), this model highlights the paths through which human resource
practices can impact business performance. In other words, it identifies how a firm
leverages its human resource practices to drive business performance. The three
unique ways in which human resources can contribute to business success are building
organizational capabilities, enhancing employee satisfaction, and shaping customer
and shareholder satisfaction.

The balanced scorecard offers a business framework that emphasizes

the requirements of the firm to succeed by satisfying three stakeholders: employees,
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customers, and shareholders. These three stakeholders are interrelated. The Eastman
Kodak’s strategic human resource framework, consisting of business strategy,
organizational capabilities, and human resource practices, suggests how the human
resource function adds value to business success. The strategic human resource
framework aims to leverage and/or align human resource practices to build
organizational capabilities that enable the firm to succeed (Yueng and Berman, 1997:
328)

Integrating the balanced scorecard and the strategic human resource
framework, Yueng and Berman’s (1997) framework comprises six interrelated
components, identified into two linkage chains. In the first chain, human resource
practices are key drivers in building organizational capabilities, enhancing employee
satisfaction, and shaping customer satisfaction. Organizational capabilities and
employee satisfaction can also impact customer satisfaction. In the second chain,
organizational capabilities become key drivers, implementing business strategy,
customer satisfaction, and shareholder satisfaction. Both business strategy and

customer satisfaction help to increase shareholder satisfaction if properly managed.

Organiza- Human
tional Resource
Capabilities Practices

y

Shareholder Customer Employee
Satisfaction Satisfaction Satisfaction

Figure 2.10 Integrative Framework Connecting Strategic Human Resource
Framework to Key Results Areas

Source: Yueng and Berman, 1997: 328.

Based upon this model, human resource evaluation focuses on two
streams. One relates to the effectiveness and efficiency of the human resource

function in delivering services. In other words, it examines how well the human
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resource function designs and delivers human resource practices in terms of the
efficiency, quality, and speed of delivering human resource practices and in managing
the human resource function as a whole. The other is concerned with the effectiveness
of human resource practices in building human resource management outcomes; it
examines how effectively the practices build desired organizational capabilities and
increase the satisfaction of employees, customers, and shareholders.

2.1.6.4 Phillips’ (1999) Model

Phillips (1999: 176-186) proposes the human resource contribution
model, presenting the relationship between the human resource function and
organizational effectiveness. The model includes three major elements, including
human resources management, human resource performance measures, and
organizational effectiveness measures. The performance of the human resource
function is the result of several components of human resource management, including
functions, programs, policies, practices, strategy, and activities. Then, human resource
performance produces an impact on organizational effectiveness. Contingency factors
such as revenue growth rate, industry type, and economy also affect the level of
organizational effectiveness.

This model highlights the importance of the effective management of
the human resource function, human resource strategies, policies and practices as
factors influencing the effectiveness of the human resource function, and ultimately

the organization.
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Figure 2.11 The Human Resource Contribution Model
Source: Phillips, 1999: 176.

2.1.6.5 Becker and Huselid’s (2003) Model

Following the concept of human resource architecture and the HR
scorecard (Becker et al., 2001), Becker and Huselid (2003: 13) propose a model
presenting human resource architecture and its link to strategy execution. It
emphasizes the contribution of the human resource function to firm success.

To drive strategy execution, the firm must possess the proper human
resource architecture, including (1) the key human resource deliverables or the human
resource outcomes serving to execute the firm’s strategies, (2) a high-performance
work system, aligned with the firm strategy and integrated with each other, (3) the
efficiency with which those human .resource deliverables are generated, and (4) the
human resource professicnals with the competencies needed to design and implement
human resource practices. Then, the effectiveness of human resource management is
assessed by operational, customer, and financial success through the effect of human
resource deliverables. It is a way in which the human resource function can
demonstrate its value contribution to the firm instead of controlling costs and

enhancing the operational efficiency of the human resource function.
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This model can be used to assess the human resource function in
relation to efficiency in delivering human resource practices and the effectiveness of
the human resource function in designing and implementing human resource practices

in order to produce the desired outcomes that will impact the firm.
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Figure 2.12 A Model of the Human Resource Architecture Driving Strategy
Execution
Source: Becker and Huselid, 2003: 13.
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2.1.6.6 Huselid, Becker, and Beatty’s (2005) Model

Relying on the balanced scorecard and the HR scorecard, the workforce
strategy and workforce scorecard (Huselid et al., 2005) have been developed to
manage and measure the contribution of the workforce or overall human resources,
rather than the human resource function, to the firm’s strategy implementation. This
model presents logic similar to that of Huselid and Becker’s (2003) model, which
further develops the concept of human resource deliverables, presented in the form of
workforce success.

Huselid et al. (2005) offer an integrative model involving the issue of
how to manage human capital to execute the firm’s strategies. The focus is on the role
of the workforce in creating value for the firm through workforce success, the extent to
which the workforce accomplishes the key strategic objectives of the firms. The
success of the workforce is determined by business success: financial success,
customer success, and operational success. Workforce success is considered human
resource deliverables, driven by the three drivers of the workforce mind-set and
culture, workforce competencies, and workforce behaviors. It is argued that the
workforce helps to execute firm strategy through the culture, mind-set, capabilities,
and behaviors created. The workforce mind-set and culture refer to the norms and
expectations that the workforce needs to understand and embrace in order to support
strategy execution. Workforce competencies represent the knowledge, skills, and
ability of employees. Workforce behaviors refer to the strategic behaviors of
employees consistent with the requirement of the firm’s strategies for it to be executed.

Based on the following model, it can be stated that human resource
success or the success of the human resource function is about driving workforce
success; workforce success then drives business success. This model can be used to
assess the effectiveness and efficiency of the human resource function as well as the

effectiveness of overall human resources in contributing value to the firms.
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Figure 2.13 Workforce Success Model
Scurce: Adapted from Huselid et al., 2005: 7.

2.1.7 Empirical Studies of Strategic Human Resource Management
Effectiveness
The empirical studies under the title of “strategic human resource management
effectiveness” are few. However, the studies on human resource evaluation regarding
the effectiveness of the human resource function, policies and practices are relatively
plentiful. Drawn from overall key studies, the empirical research relevant to strategic
human resource management effectiveness in this study can be categorized into three
streams.
2.1.7.1 The Effectiveness of the Human Resource Function
1) Wright, McMahan, McCormick, and Sherman’s (1997)
Study
Wright et al. (1997: 1-24) examined the strategy, core

competence, and involvement of human resource executives in strategic decision-
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making regarding human resource effectiveness and refinery performance among 86
U.S. petro-chemical refineries.

Human resource effectiveness was defined as the effectiveness
of the human resource function, evaluated by the perception of operations managers
regarding how well the human resource function performed the works met their
expectations, and was a value added/bottom line contributor to the firm.

The study indicated that higher involvement of the human
resource function in the firm’s strategies was strongly related to human resource
effectiveness. The relationship was strongest to the extent that the firm pursued a
product innovation strategy and viewed skilled employees as their core competence.
Human resource involvement was unrelated to refinery performance; however, it was
negatively related to the extent that refineries viewed efficient production as their core
competence. The relationship between human resource effectiveness and firm
performance was not examined in this study.

2) Wright et al.’s (2001) Study

Wright et al. (2001: 111-123) compared the importance and
effectiveness of the human resource function from the viewpoint of top level line and
human resource executives from 14 firms in various industries. This study evaluated
the effectiveness of the human resource function in terms of its service delivery, roles,
and contributions to the firm.

The effectiveness of the service delivery in this study includes
staffing/succession planning systems, compensation systems, and training and
development systems, resembling Huselid et al.’s (1997) technical human resource
management effectiveness. The effectiveness in performing roles includes providing
human resource services, providing change consulting, being a business partner,
developing organization skills and capabilities, and tailoring practices to fit business
needs, resembling Huselid et al.’s (1997) strategic human resource management
effectiveness.

The evaluation of human resource contributions serve as an
overall evaluation of the function, assessing how the human resource functivn is being
run and how it contributes to the firm in different dimensions. It evaluates how
human resource contributes to the firm’s competitive position, bottom line, core

competence, and human capital.
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The results indicated that both human resource and line
executives agreed on the importance of various human resource services, with few
significant differences between line and human resource executives. However, human
resource executives consistently viewed human resource effectiveness in terms of
services, roles, and contributions higher than did line executives. The greatest
differences were observed in the more important and/or strategic aspects of human
resource management.

3) Han, Chou, Chao, and Wright’s (2006) Study

Han et al. (2006: 391-406) conducted a study focusing on
human resource effectiveness and human resource competencies in 39 Taiwanese
high-tech companies. The human resource effectiveness in this study involved the
effectiveness of the human resource function as perceived by line managers. The
results indicated that the human resource competencies of field expertise and change
management were strongly related to human resource effectiveness. However, the
results showed that business knowledge was not related to human resource
effectiveness in those firms.

This study partially confirmed human resource competencies
as determinants of human resource effectiveness in Taiwanese high-tech firms.

2.1.7.2 The Effectiveness of Human Resource Practices

1) Huselid et al.’s (1997) Study

Huselid et al. (1997: 171-188) conducted a study in 293 US
firns from various industries in order to evaluate the effect of human resource
management capabilities on human resource management effectiveness, as well as the
impact of human resource management effectiveness on firm performance based on
the resource-based view.

Huselid et al. (1997: 172-173) proposed two types of human
resource effectiveness: technical and strategic human resource management
effectiveness. The former describes the perceptions of how well the human resource
function performs traditional human resource management activities: the latter
- describes the perceptions of how well the human resource function develops a firm’s
employees to support its business needs. The results showed that US firms achieved
higher levels of technical human resource management effectiveness than of strategic

human resource management effectiveness. However, only strategic human resource
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management effectiveness was positively associated with firm performance, namely
employee productivity, cash flow, and market value.

This study also proposed human resource capabilities
(competencies) as determinants of human resource management effectiveness. In
order to maximize both types of human resource management effectiveness, human
resource professionals should have the two types of human resource capabilities,
including professional human resource management capabilities and business-related
capabilities. Professional human resource management capabilities relate to the
delivery of traditional technical human resource management practices. However, the
professional human resource management capabilities may not be sufficient to ensure
the development and effective implementation of human resource management
practices. As the strategic human resource management paradigm has emerged,
business-related capabilities, enabling human resource professionals to understand
how business considerations unique to a firm can create firm-specific human resource
management needs, have become required.

The research results showed that human resource professionals
in US firms achieved higher levels of professional capabilities than of business-related
capabilities. Technical human resource management effectiveness was associated with
professional human resource management capabilities, while strategic human resource
management effectiveness was associated with both professional and business-related
capabilities.

In sum, this research focused on the role of the human
resource function and human resource practices, indirectly and directly respectively, in
creating a pool of human capital to support business needs. The results supported the
strategic human resource management effectiveness-firm performance relationship.

2) Richard and Johnson’s (2001) Study

Following the work of Huselid et al. (1997), Richard and
Johnson (2001: 299-310) further examined the relationship between strategic human
resource management effectiveness and firm outcomes in the banking industry in
California and Kentucky. The role of capital intensity as a contextuai factor
moderating the relationship was also explored. |

| Based on the resource-based view, the strategic human

resource management effectiveness in this study emphasized the role of human
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resource policies and practices in creating a unique pool of human capital that
contributes to the firm’s economic value. The results revealed that firms achieving
higher levels of strategic human resource management effectiveness experienced lower
levels of employee turnover. However, this effectiveness was not directly related to
productivity or return on equity.

Supplementing the contingency theory, this study also
examined the firm contexts that might affect the relationship between strategic human
resource management effectiveness and firm performance. The results showed that the
alignment between strategic human resource management effectiveness and capital
intensity increased firm productivity and return on equity. However, the interaction
effect did not found in turnover.

The results, in general, supported the argument that firms with
higher levels of strategic human resource management effectiveness experienced
performance gains. Depending on the performance measures, some effects worked
directly to influence performance where other performance effects were moderated
through capital intensity.

3) Akaraborworn and Charoensap’s (2007) Study

Chiraprapha Akaraborworn and Rattanasak Charoensap (2007)
studied human resource measurement in 258 organizations in Thailand with the main
objectives of analyzing the existing key performance indicators of human resource
work. The sample in this survey study consisted of members of the Personnel
Management Association of Thailand (PMAT) or of the Stock Exchange of Thailand.

Chiraprapha Akaraborworn and Rattanasak Charoensap (2007)
categorized current human resource measurements in the 10 areas of human resource
works in those organizations into three levels: efficiency, effectiveness, and impact.
The efficiency of human resource work related to investment worthiness in terms of
the time, budget, and resources used. The effectiveness assessed the achievement of
human resource work according to predefined goals. The impact in this study

evaluated the impact of human resource work on the firm.
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2.1.7.3 The Effectiveness of Human Resource Outcomes
1) The Study of Phillips and the SHRM/Saratoga Institute
(1999) Study

Phillips (1999: 186-200), incorporated with the Society of
Human Resource Management and the Saratoga Institute, conducted a human resource
effectiveness study in 71 organizations across various industry segments. This study
aimed to develop a Human Resources Effectiveness Index that reflected the extent to
which the organization effectively and efficiently uses its human resources, and
examined the relationships among several human resource performance measures and
organizational effectiveness.

Two approaches that relate human resource performance and
organizational effectiveness were cost and investment. The success of human resource
efforts was examined by six human resource outcomes, including human resource
expenses, compensation expenses, benefit expenses, training and development
expenses, absence rate, and turnover rate. These human resource outcomes resulted
from human resources management. Organizational effectiveness was measured by
revenue productivity, asset utilization, operating income, and operating return on
equity.

The research results indicated some support for the relationship
between human resource performance and organizational effectiveness. The strongest
relationships were found to exist between human resource management expenses,
compensation expenses, and benefit expenses and organizational effectiveness. An
investment in human resource expense was positively related to organizational
effectiveness, while decreases in compensation and benefit expense increased
organizational effectiveness. Absence and turnover rates were significantly negative
related to organizational effectiveness, although the relationship was not as strong as
others.

To summarize, previous studies of strategic human resource
management effectiveness have mainly focused on evaluating the human resource
function, and human resource practices or systems. The effectiveness of the hunan
resource function is significantly tied to the knowledge, skills, and abilities of human
resource professionals as well as to the internal and external environments of the firm.

The effectiveness of human resource practices is usually examined as a system of
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human resource practices and is linked to the firm-level outcomes. There are few
studies that test the effect of human resource practices on human resource outcomes,

and ultimately, firm outcomes.

2.2 Theoretical and Empirical Literature on the Factors Affecting

Strategic Human Resource Management Effectiveness

This part of the current study presents the development of its conceptual
framework. The framework is built upon the theoretical models and empirical studies
stated in the previous section. The determinants of strategic human resource
management of this study are also examined in the three dimensions of the human
resource function, the human resource system, and human resource management

outcomes.

2.2.1 Development of the Conceptual Framework

A review of various theoretical models and empirical studies reveals a number
of determinants of strategic human resource management effectiveness. As the scope
of strategic human resource management effectiveness in this research is confined to
the contribution of the overall human resource architecture (Becker et al., 2001),
including the human resource function, the human resource system, and strategic
employee behaviors in helping the organization to achieve the strategy, only those
factors determining the effectiveness in this meaning are included in the model.

The proposed conceptual framework of strategic human resource management
effectiveness in this study is mainly built upon the human resource architecture model
proposed by Becker et al. (2001) and the following models of Huselid and Becker
(2003) and Huselid et al. (2005). The conceptual framework is depicted in Figure
2.16.

The human resource architecture is the focus of the determinant analysis in this
study. Rather than emphasizing only the human resource function, policies, or
praétices, the focus of the analysis in this study aims at several dimensions of human
resource management. Becker et al. (2001) argue that line managers and human
resource professionals need to think of human resources from a new perspective, not in

terms of a function or set of practices, but rather as an “architecture” that must be
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properly structured and managed to create value. It is the foundation of a strategic
human resource role—to make human resources a strategic asset. It is argued that
‘effective human resource architecture can be viewed as a strategic asset that creates
value for the firm by eliciting strategic performance behaviors for implementing the
firm's strategies through the human resource system and the human resource function
(Becker et al., 2001: 12-20).

The Human R The Human _| Strategic Employee
Resource Function Resource System Competencies and
Behaviors

Figure 2.14 The Human Resource Architecture
Source: Becker et al., 2001: 12.

Becker et al. (2001) extend this idea by proposing the HR scorecard for
managing the human resource architecture to drive strategy execution. This scorecard
can be applied to the measurement of the level of the human resource contribution in
ways that executives and line managers fully understand. The logic of the HR
scorecard is also clearly presented and extended in the work of Huselid and Becker
(2003). Huselid and Becker (2003) propose the logical relationships between various
factors, linked to the firm’s success in financial, customer, and operational areas. In
order to achieve this success, the firm needs to have the proper human resource
function and the proper human resource systems, producing the proper human resource
deliverables. Ultimately, these human resource deliverables have an impact on firm
performance.

Following Becker et al. (2001) and Huselid and Becker (2003), Huselid et al.
(2005) develop the workforce scorecard and another extended model for managing the
human resource architecture to drive strategy execution. Huselid et al. (2005) focus on
the workforce success as strategic human resource deliverables. It is argued that the
workforce help to execute firm strategy through the culture, mind-set, capabilities, anc
behaviors created.

Therefore, this study posits that strategic human resource management

effectiveness of the garment and electronics firms depends on three primary elements,
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namely the human resource function, the human resource system, and employee
behaviors. In order to achieve strategic human resource management effectiveness,
the companies should possess the proper human resource function and the proper
human resource practices and system in order to produce the proper strategic human
resource deliverables for the successful strategy implementation of the firm. To have
these elements, the firm must focus on (1) the human resource professionals with the
competencies needed to design and implement human resource practices, (2) the
efficiency with which those human resource deliverables are generated, (3) the high-
performance work system, aligned with the firm strategy and integrated with each
other, and (4) the key human resource deliverables or the human resource outcomes
that really support the firm’s strategies. The value contribution of human resources is
then assessed through the human resource deliverables. All of these elements

constitute the research variables in this study and are explained in the next section.

2.2.2 Factors Affecting Strategic Human Resource Maragement

Effectiveness

The determinants of strategic human resource management effectiveness can
be viewed as three dimensions of the human resource function, the human resource
system, and strategic human resource outcomes.

2.2.2.1 Human Resource Function

Three variables of the human resource function are proposed as the
determinants of strategic human resource management effectiveness in this study,
namely technical human resource competencies, strategic human resource
competencies, and human resource efficiency. These factors are assumed to have
influences on creating an effective human resource system.

The human resource function usually refers to the human resource
professionals within the human resource function. Given the changing environments
and requirements in many organizations, the human resource function plays an
important role in business success, particularly as a business partner (Ulrich, 1997).
They have 1o fulfill both operational and strategic roles (Ulrich, 1997: 24). The human
resource function extends its focus from the management of human resources to the
development and maintenance of organizational effectiveness. The function is

expected to create value and to deliver results to the organizations. Thus, human
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resource professionals have the lead responsibility in designing human resource
policies and practices that elicit employee behaviors leading to sustainable success
(Armstrong, 2005: 196). The value of the human resource function is then evaluated
in the eyes of various stakeholders, not only its employees but also customers,
investors, and line managers.

Uirich (1997) proposes four key roles that human resource
professionals must fulfill in order to create value and to deliver results as business
partners. Each of the four roles is essential to the overall partnership role. These
include (1) strategic partner, (2) administrative expert, (3) employee champion, and (4)
change agent.

Ulrich and Beatty (2001) describe a shift in the role of the human
resource professionals as moving from human resource partners to players as required
for the function to meet a firm’s strategic challenges. As players, human resource
professionals learn to (1) coach, (2) architect, (3) build, (4) facilitate, (5) lead, and (6)
provide a conscience for business leaders. The human resource players that master
these roles add value and contribute to an organization’s ability to compete in a world
of business challenges (Ulrich and Beatty, 2001: 294).
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Table 2.3 Roles of Human Resource Professionals in Building a Competitive

Organization
Roles Deliverables/Outcomes Activities

Strategic Partner: Executing strategy Aligning human
Management of strategic human resource and business
resources strategies
Administrative Expert: Building an efficient Reengineering
Management of firm infrastructure organization processes
infrastructure
Employee Champion: Increasing employee Listening and
Management of employee commitment and responding to
contribution capability employees
Change Agent: Creating a renewed Managing
Management of transformation  organization transformation and
and change change

Source: Adapted from Ulrich, 1997: 25.

Synthesizing previous studies of human resource professionals’ roles,
Ulrich and Brockbank (2005) reveal five major roles for human resource professionals
for building a competitive organization, including (1) employee advocate, (2) human
capital developer, (3) functional expert, (4) strategic partner, and (5) leader. As
employee advocates, human resource professionals make sure that the employer-
employee relationship is one of reciprocal value. They build the future workforce as
human resource capital developers. They are also functional experts that design and
deliver human resource practices to ensure individual ability and create organization
capability. They act as strategic partners, helping line managers to achieve their goals.
Finally, they must be leaders, leading the human resource function, collaborating with
others, ensuring corporate governance, and monitoring the human resource

community.
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Being either business partners or players requires a set of human
resource competencies (Ulrich, 1997a: 38; Becker et al., 2001: 22; Ulrich and
Brockbank, 2005: 14). There is now increased emphasis on human resource
competencies as a means to increase human resource effectiveness and influence
business performance (Huselid et al., 1997: 174; Ulrich and Brockbank, 2005: 222-
240; Ramlall, 2006: 27). Several studies have been conducted on human resource
competencies. The most extensive research has been the survey conducted at the
University of Michigan’s School of Business in four rounds over a 16-year period
(1988-2002). The latest results suggested a set of competencies required for human
resource professionals, including (1) strategic contribution, (2) personal credibility, (3)
human resource delivery, (4) business knowledge, and (5) human resource technology.
These competencies yield different impacts on business performance (Ulrich and
Brockbank, 2005: 223).

Another major study is the research conducted by Towers Perrin in
collaboration with IBM in 1991. This work revealed computer literacy, broad
knowledge of and vision for human resource management, the ability to anticipate the
effects of change, and the human resource management education of and influence on
line managers as critical competencies (Towers Perrin, 1992 quoted in Becker et al.,
2001: 157).

Huselid et al. (1997: 171-188) and Butteriss (1998: 59-74) propose
relatively similar types of competencies. Huselid et al. (1997) conceptualized all
competency domains into two types: professional human resource management
capabilities and business-related capabilities, while Butteriss (1998) grouped human
resource competencies as consisting of human resource technical competencies and
general competencies. Professional human resource management capabilities and
human resource technical competencies relate to the delivery of technical human
resourceé management practices. Business-related capabilities and general
competencies enable human resource professionals to understand business
considerations unique to a firm and facilitate the selection and implementation of
human resource polices and practices that fit the unique characteristics of a firm. In
order to satisfy the wider demands on the human resource function, human resource

professionals must possess two essential competencies.
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In addition, the work sponsored by the Society of Human Resource
Management Foundation in 1998 indicated the competency requirements for human
resource professionals for the year 2000, consisting of leadership, management,
functional, and personal attributes augmented by level- and role-specific competencies
(Schoonover, 1998 quoted in Becker et al., 2001: 157).

The American Society for Training and Development (ASTD) (2004)
has also proposed a competency model to support its members and the field of training
and development professions. The model defines the profession in the context of
learning and performance, and balances the strategic, financial, and business goals of
organizations with the welfare of employees. The competencies consist of clusters of
skills, knowledge, abilities, and behaviors required for people to succeed in the
workplace learning and performance field. The model is based on three layers of
successive building blocks of foundational competencies, areas of expertise, and roles

in the profession, as depicted in Figure 2.15.
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Figure 2.15 The ASTD Competency Model

Source: The American Society for Training and Development, 2004.
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Synthesizing previous literature on human resource competencies, the
literature reveals some common themes. First, although different types of
competencies from different studies have been proposed, human resource
professionals must develop and master each of the entire domains of competencies
(Huselid et al., 1997: 174; Ulrich and Brockbank, 2005: 223). The entire ensemble
contributes to success. Second, the competencies can also be viewed as relevant to
technical (operational) and strategic issues of human resource management. Technical
issues relate to the delivery of human resource basics such as recruitment and
selection, training and development, and performance management. They focus on the
current, day-to-day delivery of human resource practices (Ulrich et al., 1989a: 315).
Strategic issues involve value-creating human resource activities that significantly
contribute to the achievement of the organizations' strategic requirements and
objectives. They focus on the impact of human resource practices on long-term
business strategies (Ulrich et al., 1989a: 315).

Therefore, this study argues that the human resource function must
develop and demonstrate two types of human resource competencies, namely technical
human resource competencies and strategic human resource competencies. Both types
of competencies are associated with strategic human resource management
effectiveness (Huselid et al., 1997: 174).

1) Technical Human Resource Competencies

Technical human resource competencies refer to the expertise
and skills of all human resource managers and professionals needed to perform
excellently within a traditional human resource management functional department
(Huselid et al., 1997: 175; Butteriss, 1998: 56). These competencies relate to those
required for the effective and efficient delivery of human resource services or
traditional human resource activities. The study conducted by Huselid et al. (1997)
showed that technical human resource competencies were associated with the
perception of how well the human resource function performs traditional human
resource activities.

This variable is similar to professional human resource
management capabilities (Huselid et al., 1997) and human resource technical
competencies (Butteriss, 1998). It is related to the role of the administrative/functional

expert, which requires that human resource professionals design and deliver efficient
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human resource processes for staffing, training, appraisal, rewarding, promoting, and
managing the flow of people (Ulrich, 1997; Ulrich and Brockbank, 2005). No
commonly accepted typology, however, exists to summarize human resource services
(Ulrich, 1997b: 311). Based on Ulrich (1989: 314), traditional human resource
activities in this study include staffing, training and development, performance
appraisal, rewards, and organizational governance. Examples of technical human
resource competencies include delivery of human resource practices, personal
credibility, computer literacy, and human resource technology.

Although the value of the human resource function has shifted
to business value in terms of human resource deliverables, traditional human resource
activities still need to be carried out. It has been argued that delivering traditional
human resource services accounted for 18 percent of influence on business
performance (Ulrich and Brockbank, 2005: 223). Only if the human resource system
is managed efficiently can human resource deliverables be a source of value creation
(Becker et al., 2001: 59). If human resource professionals cannot design or deliver
strong human resource basics, they rarely make strategic contributions to business
(Ulrich, 1997a: 27; Ulrich and Brockbank, 2005: 228).

2) Strategic Human Resource Competencies

Strategic human resource management competencies refer to the
expertise and skills of all human resource managers and professionals required for
performing value-creating human resource activities that meet the organizations'
strategic requirements and objectives. As technical human resource competencies may
not be adequate to manage human resources strategically, strategic human resource
competencies provide solutions.  Strategic human resource competencies are
considered supplemental, but critical competencies to human resource professionals
today. Huselid et al.’s (1997) study revealed that this type of competencies was
positively related to the perception of how well the human resource function develops
a firm’s employees to support its business needs.

This variable resembles business-related capabilities (Huselid et
al., 1997: 175 ) and generai competencies (Butteriss, 1998: 56). Strategic human
resource competencies are necessary for performing the roles of strategic partner,
employee advocate, human capital developer, and leader. In other words, these

competencies are required for helping the firm execute its strategy, increasing
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employee commitment and capability, building the future workforce, and being a
genuine leader within the human resource function and to those outside. Examples of
strategic human resource competencies include strategic contribution, business
knowledge, and personal credibility (Ulrich and Brockbank, 2005: 222-223). It is
argued that strategic contribution, business knowledge, and personal credibility
accounted for 43 percent, 11 percent, and 23 percent of the influence on business
performance, respectively (Ulrich and Brockbank, 2005: 223).

As strategic human resource management effectiveness in this
study involves effective strategy execution, human resource professionals help
increase the capacity of a business in order to execute its strategies by using these
types of competencies. Human resource professionals translate business strategies first
into organizational capabilities and then into human resource practices (Ulrich, 1997a:
191). In other words, human resource practices create, reinforce, and sustain the
needed capabilities. Achieving this requires a strategic type of human resource
competency.

In sum, various theoretical models and perspectives have been
proposed that the human resource function is critical for building a competitive
organization. This implies that competencies of human resource professionals are
associated with firm performance. Empirical studies (e.g. The University of Michigan
Business School, 2002; Boselic and Paauwe, 2005) have been supported these
arguments. However, theoretical explanations of these arguments are few and unclear.
Later, Becker et al. (2001) and Huselid et al. (2005) extend this notion by proposing
causal linkages between human resource competencies and the human resource
system, and ultimately firm performance. No empirical studies have tested the linkage
between human resource competencies and the human resource system. This study
attempts to fill this gap.

3) Human Resource Efficiency

Becker et al. (2001: 59) assert that cost control in the human
resource function plays a limited role in determining human resources’ strategic
influence; however, they further argues that in order to demonstrate the strategic
contribution of human resources, human resource management needs to focus not only
on creating the human resource deliverables needed to execute the firm’s strategies,

but also the efficiency of the human resource function. Fitz-Enz (2000: 125) also
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mentions that the contribution of human capital to enterprise goals begins with the
human resource department’s work on planning, acquiring, maintaining, developing,
and retaining human assets. The human resource function exists in an organization
because it adds tangible value such as dollar improvement by providing necessary
human resource services at a competitive cost (Fit-Enz, 2002: 15). Providing that the
human resource system is managed efficiently, human resource deliverables can
significantly produce the strategic contributions for a business (Becker et al., 2001:
59). Thus, a balance between cost control and value creation is required.

This variable is consistent with the administrative/functional
expert role of human resource professionals, which the deliverable from this role is
administrative efficiency, including efficiency in human resource processes (Ulrich,
1997). Human resource efficiency emphasizes the performance of the human resource
function in delivering human resource practices without wasting resources such as cost
and time. It is the efficiency with which those deliverables are generated. However,
efficiency concerns do not only mean “minimizing cost in the human resource function
and enhancing operational efficiency,” the concern of “appropriateness™ in controlling
cost is important, as the unintended consequence of excessively lowering workforce
costs results in the quality problem of the workforce and increasing total labor cost
over the long run (Huselid et al., 2005: 11).

Becker et al. (2001: 67) recommend that the efficiency of the
human resource function be divided into core and strategic efficiency. Core efficiency
represents the efficiency of human resource activities and processes that make no
direct contribution to the firm’s strategy implementation, while strategic efficiency
refers to the efficiency of human resource activities and processes designed to produce
human resource deliverables. In addition, Ulrich (1997: 88-89) suggests that
becoming an administrative expert requires mastery of two phases of reengineering:
improving human resource processes and rethinking value creation. By improving
processes, human resource professionals streamline, automate, and improve the
efficiency of the human resource practices. Then, human resource professionals
reframe and think the conceptualizations and methods of performing human resource
work.

This variable is proposed in this study as relevant to the human

resource function in helping to produce strategic human resource outcomes required
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for successful strategy implementation. It is argued that human resource efficiency
exists when human resource professionals possess technical human resource
competencies, the expertise and skills of all professionals to perform excellently within
a traditional human resource management functional department. This view is
consistent with the study of Huselid et al. (1997).

2.2.2.2 Human Resource System

Three other variables relevant to the human resource system are
proposed as the determinants of strategic human resource management effectiveness in
this study, namely high performance system adoption, the alignment of the system
with the firm’s strategies (external alignment), and the alignment within the system
(internal alignment).

Scholars have devoted a great deal of attention to examining the linkage
between human resource systems and firm performance (e.g. Arthur, 1994; Huselid,
1995; Becker and Gerhart, 1996; Huselid and Becker, 1995; 1997). It is viewed that
human resource system is an important component helping an organization to become
more effective and to achieve a competitive advantage (Becker and Huselid, 1998: 54-
55). The proper human resource systems can enhance strategic capabilities, which in
turn drive firm success (Huselid et al., 2005: 24).

Lado and Wilson (1994: 701) use a systems approach to define a human
resource system as a set of distinct but interrelated activities, functions, and processes
that are directed to attracting, developing, and maintaining (or disposing of) a firm’s
human resources. The term “system” denotes the overall set of human resource
practices rather than separate human resource practices. A properly developed human
resource system is an invisible asset that creates value when it is embedded in the
operational systems of an organization by enhancing the firm’s capabilities (Becker
and Gerhart, 1996: 782). Additionally, Lado and Wilson (1994: 699-727) believe that
human resource systems can contribute to a sustained competitive advantage through
facilitating the development and utilization of organizational competencies. In
contrast, improper human resource systems can destroy these competencies or inhibit

their accumulation and deployment.
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1) High-Performance Work System Adoption

Becker and Huselid (1998: 53) mention that the human
resource system is the linchpin of the strategic influence of human resource
management and the model of the system labeled “high-performance work systems”
(HPWSs) serves as an imitable resource supporting the implementation and the
achievement of corporate strategy. It is argued that a high-performance work system
has an economically meaningful effect on firm performance (Ichniowski, 1990;
Huselid, 1995; Huselid and Becker, 1995, 1997).

High-performance work systems are management techniques
that supposedly increase the overall performance and/or effectiveness of the
organization by making better use of the skills of employees and improving their
commitment to the organization (Heery and Noon, 2001: 157). High-performance
work systems can be viewed as a means of developing and sustaining core
competencies and as a necessary condition for strategy implementation (Dyer, 1993;
Pfeffer, 1994). Studies of so-called high-performance work systems vary significantly
as to the practices included and the terminologies used by researchers are somewhat
diverse. Examples of terminologies are high-involvement management (e.g. Lawler,
1987), high commitment management (e.g. Walton, 1985), human-capital enhancing
human resource systems (e.g. Youndt, Snell, Dean and Lepak, 1996), high
performance employment system (e.g. Arthur, 1994), and high-performance work
systems (e.g. Huselid 1995, 1997) (Heery and Noon, 2001: 157). It is argued that
these high-performance work practices are effective when bundled together
(MacDuffie, 1995: 197-221; Ichniowski, Kochan, Levine, Olson and Strauss, 1996:
299-333). Bundles seem to be superior to any of the individual human resource
activities (Dyer and Reeves, 1995: 656). However, researchers have not established a
threshold concerning the extent to which a firm must adopt such a system in order to
qualify as a high-performance work system. At a minimum, prior results suggest that
more is better (Huselid and Becker, 1995: 6; Becker and Huselid, 1998: 82). It is
expected that firms that make broader use of high-performance work practices gain
more business success (Huselid and Becker, 1995: 6).

A high-performance work system reflects the “best practice”
approach to strategic human resource management (e.g. Huselid 1993, 1995;

Osterman, 1994; Pfeffer, 1994). The advocates of best practice argue that all firms in
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Osterman, 1994; Pfeffer, 1994). The advocates of best practice argue that all firms in
nearly any organizational context gain performance improvements only if they identify
and implement the best practice in the way in which they manage people. Boxall and
Purcell (2003: 63) assert that best practice models focus on (1) enhancing employee
knowledge, skills, and abilities through good recruitment and strong training, (2)
increasing employee motivation through strong incentives, and (3) supporting
employee opportunities to contribute through work redesign and employee
participation. These models often parallel the notion of high-performance work
systems. Well-known high-performance work systems (e.g. Huselid, 1992—described
in the 1995 Huselid’s study; Huselid, 1994—described in the 1995 Huselid and
Becker’s study; Huselid, 1996—described in the 1997 Huselid and Becker’s study;
Arthur, 1994; Pfeffer, 1994, 1998; MacDuffie, 1995) are also built upon these models.

A high-performance work system maximizes the quality and
performance of the firm’s employees (Huselid, 1995; Huselid and Becker, 1995, 1997;
Becker et al., 2001). In order for human resources to create value, a firm needs to
design each element of its system in a way that emphasizes, supports, and reinforces a
high-performance workforce. Investments in appropriately aligned human resource
management systems can help to create the type of strategic capabilities that drive firm
success. Huselid et al. (2005: 112) assert that firms with high strategic capabilities
result in lower employee turnover and enhance productivity, profitability, and
shareholder value.

However, the best practice approach that underpins the concept
of high-performance work systems has been critiqued in that it ignores specific
organizational and broader environmental contexts, which are the major concern of the
best fit approach. It is argued that both the general principles of the best practice
school and the specific contexts of the best fit school play an important role in the
theory and practice of strategic human resource management (Boxall and Purcell,
2003: 70). Thus, an effective high-performance work system must consider the “fit”
of the human resource system to its surrounding context such as the organizational
strategy and “fit” within the human resource system. An effective human resource
system is not all about making broader use of modern human resource practices and no

universally effective bundle of human resource practices is available. Each firm must
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customize its system to its own unique strengths and weaknesses. Thus, the external

and internal alignments of the human resource system are important.

The Fit Perspective of Strategic Human Resource Management

Nadler and Tushman (1980: 40) define fit as “the degree to
which the needs, demands, goals, objectives, and/or structure of one component are
consistent with the needs, demands, goals, objectives, and/or structure of another
component.” Organizations are more efficient and/or effective when they achieve fit
relative to when a lack of fit exists (Baird and Meshoulam, 1988; Lengnick-Hall and
Lengnick-Hall, 1998 quoted in Wright ard Snell, 1998: 756).

Fit is a fundamental idea inherent in strategic human resource
management and is widely employed by researchers. Fit in strategic human resource
management often refers to as “alignment,” “congruence,” or “consistency.”
According to Wright and McMahan (1992: 298), strategic human resource
management means “the pattern of planned human resource deployments and activities
intended to enable the firm to achieve its goals.” In this way, strategic human resource
management presents two types of “fit”: external and internal. External alignment is
viewed as directing human resources toward the primary initiative of the organization,
while internal alignment is considered instrumental for allocating those resources
(Wright and Snell, 1998: 756). Human resource architecture must achieve the two
types of alignments in order to become a strategic asset (Becker et al., 2001: 131).

2) External Alignment

Baird and Meshoulam (1988: 116) view external alignment—
otherwise called “vertical fit"—as involving the alignment of human resource
practices and the developmental stage of the organization. As an organization changes
as it grows, human resource management must change to respond. Delery and Doty
(1996: 804) refer to external alignment as the congruence of the human resource
system with other organizational characteristics, such as firm strategy. Furthermore,
Gomez-Mejia, David, and Cardy (2004: 28) propose five types of fit between human
resource strategies and other important aspects of organization. Four out of five are
considered external alignment: (1) the fit between human resource and organizational

strategies, (2) the fit between human resource strategy and the firm’s environment, (3)
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the fit between the human resource strategy and organizational characteristics, and “)
the fit between the human resource strategy and organizational capabilities.

A variation of external fit results from contingency theories that
suggest a range of factors taken into account when devising a human resource strategy.
It is argued that human resource strategy and practices should be reactive to the overall
business objectives and other contextual variables of the firms.

Presently, researchers usually define external fit as the
alignment of human resource practices and the firm’s competitive strategy (Mile and
Snow, 1984; Schuler and Jackson, 1987; Youndt et al., 1996). It is the process of
ensuring that human resource strategy conforms to the wider business strategy. For
example, Wright and Snell (1998: 758) assert that the firm’s strategies should fit with
three human resource variables: human resource practices, employee skills, and
employee behaviors. Becker et al. (2001: 138) further suggest two focuses of external
alignment: (1) the alignment of human resource deliverables with the strategic
performance drivers of the firm, and (2) the alignment of the human resource system
with human resource deliverables. Overall, Becker et al. (2001) recommend the
alignment of the human resource system that produces key human resource
deliverables and the requirements of the firm’s strategy implementation system.

Several studies (e.g. Huselid, 1995; Youndt et al., 1996; Huselid
and Becker, 1997) confirm that alignment of human resource practices produces
positive human resource outcomes and organizational outcomes such as reducing
employee turnover, increasing employee productivity and improving financial
performance.

3) Internal Alignment

Internal  alignment—otherwise called “horizontal fit"—
originally refers to the congruence among the various human resource components
(Baird and Meshoulam, 1988: 122).  Baird and Meshoulam (1988: 122) suggest the
six components of management awareness, management of the function, portfolio of
programs, personnel skills, information technology, and awareness of the
environments that fit with and support each other.

Diverging from Baird and Meshoulam (1988), Baron and Kreps
(1999) propose three types of consistency in human resource management: single-

employee consistency, consistency among employees, and temporal consistency.
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Single-employee consistency reflects whether employees experience different human
resource practices as complementary or conflicting. Consistency among employees
refers to the consistency across employees doing the same kind of work. Temporal
consistency is the consistency of employee treatment across a reasonable period of
time.

However, many researchers (e.g. Huselid, 1995; Huselid and
Becker, 1995; Becker et al., 2001; Boxall and Purcell, 2003; Gémez-Mejia et al., 2004;
Huselid et al., 2005) have relied on the definition of Baird and Meshoulam (1992) and
conclude that internal alignment refer to the fit among human resource practices.
Internal fit is the process of ensuring that the various human resource practices are
sufficiently integrated with each other in order to produce a coherent human resource
strategy. The key activities of staffing, developing, rewarding, and maintaining
employees should be composed of those practices directed towards achieving the same
or complementary objectives.

Although an effective human resource system is expected to
create value for the firm by aligning the human resource system with the firm’s larger
strategy iniplementation system (MacDuffie, 1995: 198; Becker et al., 2001: 46),
Becker et al. (2001) view that internally aligned human resource systems also help
produce strategic human resource deliverables that support the firm’s performance
driver. It implies that, apart from the external alignment of human resource system
and the firm’s strategies, alignment within the system is also important. The focus on
internal alignment invokes the possibility for complementarities or synergies within an
appropriately aligned system (Delery and Doty, 1996: 952; Becker and Ulrich, 1998:
55). Baird and Meshoulam (1988) also argue that firm performance will be enhanced
to the degree that firms adopt human resource practices that complement and support
each other. Many empirical studies (e.g. Huselid, 1995; Huselid and Becker, 1997)
support this argument. Therefore, the internal alignment within the human resource
system is proposed as a variable in this study.

2.2.2.3- Human Resource Outcomes

The human resource outcomes in this study refer to the competencies,
motivations, and associated behaviors of the firm’s employees. Human resource
outcomes, especially strategic employee behaviors, are the end result of the larger

human resource architecture, influenced by the human resource system that is aligned
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with the firm’s strategies (Becker et al., 2001: 20). These outcomes directly serve to
implement the firm’s strategies. They are the points of intersection between the
human resource system and the firm’s strategy implementation plans—the points
where human resources show their value creation to the firm’s strategies.

In this research, the phrase “human resource outcomes” refers to as
“strategic human resource deliverables,” the last determinant of strategic human
resource management effectiveness in this study.

1) Strategic Human Resource Deliverables

Strategic. human resource deliverables are those outcomes of the
human resource architecture that serve to execute the firm’s strategies (Becker et al.,
2001: 30). These deliverables are the same as what other researchers call human
resource outcomes (e.g. Guest, 1987; Paauwe and Richardson, 1997). Strategic human
resource deliverables are considered the leading indicators of the human resource
contribution to the firm. The term “deliverables” denotes the outcomes, results, and
value created from managing the human resource architecture. They are in contrast to
“human resource doables,” which emphasize only the actions, activities, and efficiency
of human resource work (Ulrich, 1993: 2).

Strategic human resource deliverables consist of two categories:
performance drivers and enablers (Becker et al., 2001: 31). Human resource
performance drivers are core-related capabilities or assets, which are the deliverables
that directly influence the firm-level strategic drivers (Becker et al., 2001: 30). Human
resource enablers help reinforce human resource performance drivers and indirectly
influence the firm’s drivers. For example, a firm might choose productivity
improvement as a key performance driver. In this way, employment productivity can
be a human resource performance driver that helps the firm to achieve productivity
improvement. As a human resource enabler, re-skilling reinforces employee
productivity. An organization should have a set of custom-designed performance
drivers and enablers based on its unique characteristics and the requirements of its
strategy implementation.

Various researchers (e.g. Guest, 1987, 1997; Becker et al., 1997;
and Paauwe and Richardson, 1997, 2004) have proposed theoretical models presenting
the linkages between human resource activities, outcomes, and performance. They

posit that a system of human resource activities gives rise to human resource outcomes
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which influence the performance of the firm. Several empirical studies confirm the
impact of human resource outcomes on firm performance (e.g. Arthur, 1994; Huselid,
1995; Delaney and Huselid, 1996; Guest, 2001). Paauwe and Richardson (1997: 260),
for example, view that contingency factors such as age, size, technology, capital
intensity, degree of unionization, and industry are likely to affect these linkages.
Synthesizing previous work, Paauwe (2004: 210) groups human resource outcomes
into two types, perceived and objective human resource outcomes as depicted in Table
2.4.

Table 2.4 Perceived and Objective Human Resource Outcomes

Types of

Examples
Human Resource Qutcomes
Perceived Human Resource Employee satisfaction, employee motivation,
Outcomes employee trust, employee commitment,

employee loyalty, employee involvement,
organizational citizenship, flexibility, social
atmosphere (management/ employees), and
intention to leave the organization
Objective Human Resource Employee turnover, employee retention,
Outcomes employee presence, absenteeism, conflict,

and dismissal/lay-offs

Source: Adapted from Paauwe, 2004: 210.

Organizational Capabilities as Strategic Human Resource

Deliverables

As this study focuses‘ on the achievement of the firm’s
strategies, those human resource outcomes that help fulfill this objective are
emphasized. Ulrich (1997a: 192) and Garratt (2000: Preface No. 9) argue that many
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organizations confront the problems of strategy formulation without implementation or
ineffective and inefficient strategy implementation. Overcoming these problems
becomes a primary purpose of strategic human resource work. Ulrich (1997a: 193,
1998: 8) then suggests “organizational capabilities”—strategic human resource
deliverables—as the missing link between strategy formulation and implementation.
In other words, organizational capabilities are the bridge between human resource
activity and business impact (Ulrich and Smallwood, 2003b: 254).

Organizational capabilities refer to “the capacity of an
organization to use resources, get things done, and behave in ways that accomplish
goals” (Ulrich, 1998: 7; Ulrich and Brockbank, 2005: 49). Garratt (2000) views
organizational capabilities as “the ability to make things happen in the way intended
by directors and senior managers, and with the active co-operation of employees.”
Capabilities represent the skills, abilities, and expertise of the organization (Ulrich,
1998: 7). They characterize how employee thinks and what they are able to do.
Examples of organizational capabilities include speed to market, talent acquisition,
capacity to learn, and innovation.

Ulrich and Lake (1990) and Lawler (1996) suggest that
organizational capabilities are important because they allow organizations to perform
in ways that are critical to business performance. Huselid et al. (2005: 22-24) found
that firms with high strategic capabilities such as speed, talent, learning, and shared
mindset outperformed lower-capability firms in productivity, profitability, and
shareholder value. In sum, capabilities help line managers deliver strategies, investors
receive intangible values, customers maintain connectivity, and employee stay
engaged (Ulrich and Brockbank, 2005: 75).

2.3 Logical Relationships Between Variables and Conceptual Framework

The conceptual framework in this study is presented in Figure 2.16. The seven
determinants of the strategic human resource management effectiveness of companies
in the garment and electronics industries can be categorized in three groups, as the

following:
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Factors relating to the human resource function

1. Strategic human resource competencies

2. Technical human resource competencies

3. Human resource efficiency

Factors relating to the human resource system

4. High-performance work system adoption

5. External alignment

6. Internal alignment

Factors relating to human resource outcomes

7. Strategic human resource deliverables

The logical relationships between variables are depicted in the framework.
The exogenous variables in this study include strategic human resource competencies
and technical human resource competencies. The intervening endogenous variables
consist of human resource efficiency, high-performance work system adoption,
external alignment, internal alignment, and strategic human resource deliverables.
The dependent variable in this study is strategic human resource management
effectiveness. The logical relationships between variables and theoretical references
are summarized in Table 2.4.

The notion of creating human resource architecture as a strategic assets (Becker
et al., 2001; Becker and Huselid, 2003; Huselid et al., 2005) serves as the foundation
of this conceptual framework. It is hypothesized that the level of human resource
competencies of all human resource professionals contributes to an effective human
resource management system (Huselid et al., 1997; Ulrich, 1997a; Becker et al., 2001;
Ulrich and Beatty, 2001; Ulrich and Brockbank, 2005). Specifically, the strategic
human resource competencies of all human resource brofessionals influence the level
of high-performance work system adoption in the firm, the level of the alignment of
human resource practices with the firm’s strategic requirements, and the level of the
congruence within the human resource system. Furthermore, technical human
resource competency is assumed to have an influence on the degree of the efficiency
of the human resource function.

It is argued that the proper human resource system must make broader use of
high-performance work practices that are aligned with the firm’s strategies and that
support each other (Huselid, 1995, Huselid and Becker, 1995, 1997; Becker et al.,
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2001; Huselid et al., 2005). An effective human resource system then helps produce
the proper strategic human resource deliverables or the behavioral outcomes of
employees required for executing the firm’s strategies (Becker et al., 2001; Huselid et
al., 2005). The human resource deliverables in this study consist of two categories:
human resource enablers and human resource performance drivers. The set of human
resource enablers in this study are named “strategic human resource deliverables.”
They are organizational capabilities, characterizing how employees think and behave
in the context of organizations. These human resource deliverables are assumed to
enable the human resource performance drivers (Becker et al., 2001). The human
resource performance drivers in this study are considered “strategic human resource
management effectiveness.” They represent strategic employee behaviors that drive
the strategy execution of the firm. Strategic human resource management
effectiveness represents the level of human resource contributions to the achievement

of the firm’s strategies through strategic employee behaviors.
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2.4 Research Hypotheses

From the above conceptual framework, six hypotheses are to be examined.

Hypothesis 1: The level of strategic human resource deliverables that help
execute the firm’s strategies is more likely to be positively related to the degree of the

strategic human resource management effectiveness of the firm.

Hypothesis 2: The levels of high-performance work system adoption, the
external alignment (the alignment between the human resource system and the firm’s
strategies), the internal alignment (the alignment within the human resource system),
and human resource efficiency are more likely to be positively related to the degree of

generated strategic human resource deliverables that help execute the firm’s strategies.

Hypothesis 3: The degree of strategic human resource competencies is more

likely to be positively related to the degree of high-performance work system adoption.

Hypothesis 4: The degree of strategic human resource competencies is more
likely to be positively related to the degree of the external alignment (the alignment

between the human resource system and the firm’s strategies).

Hypothesis 5: The level of strategic human resource competencies is more
likely to be positively related to degree of the internal alignment (the alignment within

the human resource system).

Hypothesis 6: The level of technical human resource competencies is more

likely to be positively related to the level of human resource efficiency.
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Six structural equations are proposed for hypothesis testing.

Equation 1:
Strategic Human Resource Management Effectiveness (SHRMEF) = 11

SHRDL

Equation 2:
Strategic Human Resource Deliverables (SHRDL) = p21 HPWSA + B 22

EXTAL + B23INTAL + B 24 HREFC

Equation 3:
High-Performance Work System Adoption (HPWSA) = B31 SHRCP

Equation 4:
External Alignment (EXTAL) = B41 SHRCP

Equation 5:
Internal Alignment (INTAL) = B51 SHRCP

Equation 6:
Human Resource Efficiency (HREFC) = B61 TECCP

Wherein B11, .................. , P61 are path coefficients.

Variable Description

SHRMEF = Strategic Human Resource Management Effectiveness
SHRDL = Strategic Human Resource Deliverables

HPWSA = High-Performance Work System Adoption

EXTAL = External Alignment

INTAL = Internal Alignment

HREFC = Human Resource Efficiency

SHRCP = Strategic Human Resource Competencies

TECCP = Technical Human Resource Competencies
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2.5 Chapter Summary

This chapter reviews the literature relevant to strategic human resource
management effectiveness.

First, the chapter presents the underlying concept of strategic human resource
management—a new approach to managing human resources—in order to better
understand the concept of strategic human resource management effectiveness.
Second, this chapter reviews and synthesizes the theoretical and empirical literature on
strategic human resource management effectiveness—a compelling way to define,
measure, and manage human resource contribution in relation to the achievement of
the firm’s strategies.

Next, drawn from the strategic human resource management effectiveness
literature, seven determinants of the human resource function, the human resource
system, and strategic employee behaviors are proposed as factors affecting strategic
human resource management effectiveness of companies in the garment and
electronics industries of Thailand. Finally, the chapter proposes the conceptual
framework and research hypotheses of this study.



CHAPTER 3

RESEARCH METHODOLOGY

This chapter presents the research methodology used for this study. It is
organized into three sections. The first section describes the research design, which
contains the overview of the research methodology. The second section presents the
quantitative research method, including population and sampling, measurement
development, data collection, and data analysis methods. The last section describes
the qualitative research method, focusing on sources of data, data collection, and data

analysis methods.

3.1 Research Design

The main objective of this study is to examine the major factors influencing the
strategic human resource management effectiveness of companies in the garment and
electronics industries of Thailand. Both quantitative and qualitative approaches are
used in this study in order to gain breadth and depth of understanding of the
determinants of strategic human resource management effectiveness. The quantitative
approach provides the dominant paradigm, while the qualitative approach is a
supplementary component of the study.

The study is primarily a survey research, relying mainly on the collection and
analysis of primary data collected through questionnaires. The questionnaires are used
to gather information from many respondents, covering a wide range of issues about
their beliefs, opinions, characteristics, and past or present behavior in actual
environments regarding strategic human resource management effectiveness. A cross-
sectional study of garment and electronics companies with at least 500 employees was
decided to be appropriate. The quantitative research methodology is depicted in
Figure 3.1. In addition, in order to reinforce the confidence of the results of hypothesis

testing and to gain in-depth insight into strategic human resource management
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effectiveness, field research, by means of case studies, is also used. The qualitative

research methodology is also outlined in Figure 3.2.

3.2 Quantitative Approach

3.2.1 The Garment Industry

3.2.1.1 Characteristics of the Garment Industry and Companies

The garment industry refers to a group of companies manufacturing
clothes and clothing accessories. Products consist of garments made from cotton,
synthetic fiber, silk, and other materials, brassieres and accessories, socks and
stockings, and gloves. Sometimes, it can be considered a sub-industry of the Thailand
textile and garment industry, consisting of the fiber industry as an upstream industry,
the yarn and fabric industries as mainstream industries, and the garment industry as a
downstream industry.

Of the Thai textile and garment industry, the garment part has generated
the highest revenue and has employed the largest share of labor. Since 2004, the
garment revenue has accounted for more than 3,000 million US dollars or about 50
percent of the entire industry (Thai Garment Manufacturers Association, 2008: 1-2).
The garment industry employs more than 800,000 people, or almost 80 percent of the
overall textile and garment industry employment (Office of Industrial Economics,
2007: 1). The labor in the industry consists of Thai and people from neighboring
countries such as Burma, Laos, and Cambodia. The markets of Thai garments are both
local and export.  Ninety percent of the export products are manufactured for
copyright owners or original equipment manufacturing (OEM).

As the garment industry is a low capital intensive industry, the majority
of the companies are small and medium-sized enterprises located around the country.
As of December, 2007, the Department of Industrial Works reported 2,566 registered
garment companies in Thailand, located mainly in the central region of Thailand
(Department of Industrial Works, 2008).

Garment companies in Thailand are generally considered low-
technology companies, as seen in terms of the work processes, machines, and finished

products. Industrial sewing machines are generally used in garment companies. The
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adoption of new technologies, such as the Computer Aided Design (CAD), the
Computer Cutter System (CAS), the Computer Aided Manufacturing (CAM), and the
Computer Spreader System are not widely used in the garment companies due to high
investment costs (Suphat Suphachalasai, 1992: 4; Foreign Trade Department, 2001:
64).

3.2.1.2 Population

Strategic human resource management policies and practices are rarely
adopted in small firms. These firms are less likely to have a separate human resource
function with formal human resource strategies. Thus, one of the target populations in
this study is large garment companies with at least 500 employees. The number of 500
is determined as an appropriate size for strategic human resource management research
as preliminary interviews and literature review have shown the adoption of relatively
formal operating and control systems in those firms. Large firms are likely to have a
separate human resource department with well-defined human resource strategies. The
population covers 155 the garment firms in 34 provinces, representing almost six

percent of garment companies in Thailand (Department of Industrial Works, 2008).

Table 3.1 Number of Large Garment Companies (at least 500 Employees) in Thailand
Registered with the Department of Industrial Works

Resi Number of
egion Garment Companies

Central 107

North 8

Northeast 27

East 13

Total 155

Source: Department of Industrial Works, 2008.
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Since this study emphasizes the effectiveness of strategic human
resource management in contributing to successful strategy implementation of the
firms, the unit of analysis is large garment companies in Thailand.

3.2.1.3 Sampling

This study employed census technique due to two main reasons. First,
the number of population in this study, 155 garment companies, is not very large;
therefore, data collection could be completed within the specified period. Second, if
the respondents perceive the information as confidential, the possibility of a low
response rate of survey might occur and this would limit the type of statistics used in
this research. Thus, all 155 large garment companies are the participating
organizations in this study.

In addition, Hair, Anderson, Tatham, and Black (1995: 105) posit that
a desired level of sample size in order to gain statistical power and generalizability of
the results when using multiple regression analysis is between 15 to 20 observations
for each independent variable. Since there are seven independent variables in this
study, the minimum desirable sample size is 105 companies for the garment industry.

A complete list of 155 garment companies with necessary information
was collected from the database of the Department of Industrial Works, Thailand
Textile Institute, and Thailand Garment Manufacturer Association. Necessary
information including mailing address, telephone, person to contact, and organization

background of all the firms, was collected.

3.2.2 The Electronics Industry

3.2.2.1 Characteristics of the Electronics Industry and Companies

The electronics industry refers to a group of companies producing
electronic components and devices. Examples of electronic components include
semiconductors, resistors, inductors, capacitors, vacuum tubes, integrated circuits, and
hard disk drives. Examples of .electronic devices are computers, mobile phones,
facsimiles, teletypes, radar apparatus, and related equipment. The electronics industry
is sometimes combined with the electric industry whose products are electric devices
and components such as refrigerators, electric fans, color televisions, and air-

conditioners.
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The electronics industry plays a leading role in Thailand’s economy as
its products have been the largest export as a result of high global demand for
electronic products such as computers and mobile phones. In addition, Thailand is
currently the world’s largest production base of hard disk drives as most of the leading
companies such as Seagate, Western Digital, Hitachi, and Fujitsu have established
plants in Thailand (Office of Industrial Economics, 2006b). The electronics industry
employed more than 350,000 people in 2006, double the number of employees in the
electric industry (Electrical and Electronics Institute, 2006).

In 2006, the electronics companies in Thailand consisted of 907
companies located around the country (Electrical and Electronics Institute, 2006).
Many electronics companies in Thailand are foreign subsidiaries and joint ventures
because of the demand for capital, technological transfer, and imported raw materials.
These companies are medium and large-sized firms, while Thai-owned companies are
small and medium-sized. According to the nature of the products, the technology used
in the work processes, and the number of technical and scientific employees,
electronics companies are characterized as high-technology companies.

3.2.2.2 Population

As stated above regarding the limitation of small firms in conducting
strategic human resource management research, another target population of this study
is large-sized electronics companies with at least 500 employees. The population
covers 120 electronics firms in 14 provinces, representing about 13 percent of the
electronics companies in Thailand (Department of Industrial Works, 2008).
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Table 3.2 Number of Large Electronics Companies (at least 500 Employees) in
Thailand Registered with the Department of Industrial Works

) Number of
Region Electronics Companies
Central 79

North 6

Northeast

East 27

Total 120

Source: Department of Industrial Works, 2008.

The study aims at examining the strategic human resource management
effectiveness in driving strategy implementation of electronics companies. Therefore,
the unit of analysis in this study is large electronics companies in Thailand.

3.2.2.3 Sampling

This study employed census technique. All 120 large electronics
companies are the participating organizations in this study as the size of the population
is not very large. In addition, the data collection stage for the 120 electronics
companies was manageable and was expected to be completed within the specified
period.

Furthermore, it is suggested that when using multiple regression
analysis, the ratio of observations to independent variables should be 15 to 20 (Hair et
al., 1998). Therefore, the minimum desirable level of sample size in order to gain
statistical power and generalizability of the results is 105 electronics companies for
seven independent variables in this study.

The company information for all of the firms was collected from the
database of the Department of Industrial Works and the Electrical and Electronics
Institute. Necessary information including mailing address, telephone number, person

to contact, and organization background of all firms, was collected.
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3.2.3 Measurement Development
3.2.3.1 Operational Definitions and Measurement of Variables

1) Strategic Human Resource Management Adoption

Since the main purpose of this study is to examine the strategic
human resource management effectiveness of garment and electronics firms, it is
assumed that such firms must employ a strategic approach to human resource
management as a prerequisite. Although this research is confined to large-sized
companies, it cannot be concluded that these companies adopt strategic human
resource management as a foundation of managing their human resources. The
adoption of strategic human resource management is then examined by using the
strategic human resource management index.

In this study, strategic human resource management is
operationalized as consisting of (1) the implementation of human resource activities
which are integrated with the strategy and which support each other, (2) the
participation of human resource executives in top-level business strategy sessions, and
(3) the involvement of line managers in human resource management.

The scale of this factor is primarily based on six out of seven
items of the Strategic Human Resource Management Index, developed by Devanna,
Frombrun, Tichy, Noel and Warren (1982) and Huselid (1995). The index, designed
for the achievement of organizational goals, concerns the macro level of human
resource management. Furthermore, the additional three items, adapted from Dyer and
Holder (1988) regarding a strategic perspective on human resource management, are
included in the scale. These items focus on the changing role of human resource
functions as well as top and line management in enabling strategic human resource
management. In sum, the scale consists of nine items.

The respondents were asked to indicate the extent to which their
firms employ human resource practices reflecting the adoption of strategic human
resource management, ranging from 0 (not at all) to 5 (very high). The score can be
derived by summing the items. Considering the Thai context, firms receiving the
score below a moderate leve! on the strategic human resource management index were
excluded from the study. The use of the index provides a list of firms adopting
strategic human resource management. They are consequently the finalized sample in
this study.
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2) Strategic Human Resource Management Effectiveness

Strategic human resource management effectiveness is
operationalized as the level of employee quality, employee productivity, employee
stability, and employee-management social climate.

As a strategic performance driver of the firm’s strategies,
strategic human resource management effectiveness examines how well the human
resource function and the human resource system serve to execute the firm's strategies
through key human resource deliverables (human resource performance drivers).
Specifically, strategic human resource management effectiveness measures human
resource performance drivers, which are core people related capabilities or assets.
These performance drivers are the intersection point between human resource
management and the organization’s strategy implementation plan.

Based on the balanced scorecard (Kaplan and Norton, 1996), the
HR scorecard (Becker et. al., 2001), and the workforce scorecard (Huselid et al.,
2005), the effectiveness in this study pinpoints the value creation of human resources
to the firm rather than the cost control. The contributions of employees can be
measured by the four key performance drivers: employee quality (Guest, 1987),
employee productivity (Kaplan and Norton, 1996; Phillips, 2005), employee stability
(Phillips, 2005), and employee and management social climate (Paauwe, 2004). These
performance drivers are the strategic employee behaviors and competencies required
for the effective implementation of the firm's strategies in the both garment and
electronics industries. Instead of being human resource function-driven (what make
sense to human resource professionals), all of these measures are business-driven
measures (how human resources can impact business success).

In this study, employee quality refers to the extent to which
employees have the knowledge, skills, abilities, and necessary characteristics required
for achieving the firm’s strategic objectives. Employee productivity is the level of
output produced by employees to the number of employees used (Kaplan and Norton,
1996: 131). Employee stability means the extent to which employees have
continuously stayed with the organization. Employee and management social climate
refers to the extent to which employees and management build and maintain good

relationships in working together.
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These four areas of performance drivers are derived from the
literature review regarding the human resources-firm performance relationship and the
preliminary interviews with top management executives and human resource managers
in five large garment and five large electronics companies in Thailand. The
preliminary interviews aim at gaining the information about (1) what strategic goals,
objectives, or areas are critical to your organization?, (2) what contributions do you
expect from your employees in helping to achieve these strategic goals or objectives?,
and (3) what organizational capabilities are critical to the achievement of your
organization’s goals or objectives? These interviews have the benefit of not only
developing measures of strategic human resource management effectiveness but also
in measuring of strategic human resource deliverables of the firms.

The scale of strategic human resource management
effectiveness consists of five items on a five-point Likert scale. The respondents were
asked to indicate their agreement (1, very low, to 5, very high) with the statements
examining the value contribution of human resources to the firm.

3) Strategic Human Resource Deliverables

Strategic human resource deliverables refer to the human
resource outcomes that enable the firm to achieve its strategy.  This factor serves as
the enablers of strategic human resource management effectiveness, while strategic
human resource management effectiveness is considered the performance drivers of
the firm’s strategies.

In this study, organizational capabilities are the deliverables
from human resource management that enable the firm to achieve organizational
objectives by influencing human resource performance drivers (strategic human
resource management effectiveness). They characterize how employees think and
behave in ways that accomplish organizational objectives (Ulrich and Brockbank,
2005: 49). The measurement of this factor is based on a set of organizational
capabilities proposed by Ulrich and Brockbank (2005) which relatively correspond to
the results from the preliminary interviews conducted with top management in the
garment and electronics firms. These organizational capabilities important to the
garment and electronics firms include speed, shared mindset, accountability,
collaboration, learning, and efficiency. The scale consists of the six five-point Likert-

type items. The respondents were asked to indicate their agreement (1, very low, to 5,
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4) High-Performance Work System Adoption

This factor refers to the extent to which the firm implements a
set of human resource practices designed to maximize the performance of the firm’s
employees. The high-performance work system in this study was selected with the
intent of implementing the firm’s strategies of the garment and electronics firms
through the human resource deliverables. The system includes (1) selective hiring, (2)
comparatively high compensation contingent on organizational performance, (3)
extensive training, and (4) reduction of status differences (Pfeffer, 1998: 64-65).
Pfeffer’s (1998) research indicates that these management practices are nearly
universal in their ability to enhance firm performance.

The scale of this factor consists of four items. The respondents
were asked to indicate the extent to which the firm implements a system of high
performing human resource activities, ranging from 1 (very low) to 5 (very high).

5) External Alignment

This refers to the degree to which various human resource
management subsystems fit the organizational strategy. It is the alignment between
the human resource system that produces strategic human resource deliverables and
the requirements of the firm’s strategy implementation system (Becker et al., 2001:
133).

The scale is adapted from the effectiveness and alignment
indices of the high-performance work system index (Becker and Huselid, 1996). This
factor measures the extent to which each human resource activity (staffing, training
and development, performance appraisal, rewards, organizational governance, and
communications) supports the firm’s strategies. The scale consists of six items asking
the respondents to indicate their agreement, ranging from 1 (very low) to 5 (very high).

6) Internal Alignment

Internal alignment refers to the degree to which various human
resource management subsystems fit and support each other. Human resource
management subsystems are categorized into three groups according to their purpose
(Ulrich, Brockbank and Yueng, 1990: 314):

(1) Human resource practices deployed to generate

competencies (recruitment and selection, and training and development)
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(1) Human resource practices deployed to generate
competencies (recruitment and selection, and training and development)

(2) Human resource practices deployed to reinforce
competencies (performance appraisal and rewards)

(3) Human resource practices deployed to sustain competencies
(organization design and organizational communication)

The scale measures the alignment of activities within each group
and between groups, consisting of six items. The respondents were asked to indicate
the degree of fit or internal consistency, ranging from 1 (very low) to 5 (very high).

7) Human Resource Efficiency

Efficiency refers to producing a satisfactory result without
wasting time and resources (Hornby, Crowther, Kavanagh and Ashby, 1995: 370). In
this study, human resource efficiency refers to the extent to which the human resource
function performs human resource practices without wasting resources. Human
resource efficiency is focused more toward how the human resource function delivers
human resource practices. It is the assessment of the human resource function itself,
framed as the audit of human resource practices. In this study, the efficiency of the
human resource function is determined by the six domains whose efficiency is critical
for the success of the garment and electronics companies, including recruitment and
selection, training and development, performance management and appraisal,
compensation and benefits, safety and health, and labor relations.

The scale consists of six items, based on the human resource
efficiency metrics developed by Ulrich (1997), Becker et al. (2001), and Fitz-Enz and
Davidson (2002). The respondents were asked to indicate how the human resource
function performs human resource activities in terms of cost, time, and other resources
used, ranging from 1 (very low) to 5 (very high).

8) Strategic Human Resource Competencies

Strategic human resource competencies, as a firm-level
construct in this study, refer to the level of expertise and skills of all human resource
managers and professionals required for performing- value-creating human resource
activities that meet the organizations' strategic requirements and objectives.

Three domains within strategic human resource management

competencies are strategic contribution, business knowledge, and personal credibility.
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Three subsets within the strategic contribution competency include culture
management, fast change, and strategic decision making. Business knowledge relates
to value chain knowledge. Personal credibility competency includes the competency
of human resource professionals gained by achieving results, effective relationships,
and communication skills.

The scale is based on the human resource competencies
assessment tool developed by Ulrich and Brockbank (2005). The scale consists of
seven items on a five-point Likert scale. The respondents were asked to indicate the
competencies, ranging from 1 (very low) to 5 (very high).

9) Technical Human Resource Competencies

As a firm-level construct, technical human resource
competencies refer to the level of expertise and skills of all human resource managers
and professionals to perform excellently within a traditional human resource
management functional department (Huselid et. al, 1997: 175). These competencies
relate to those required for effective and efficient delivery of human resource basics,
such as staffing, training and development, performance appraisal, compensation and
benefits, safety and health, and labor relations.

Three domains within technical human resource competencies
are personal credibility, human resource delivery, and human resource technology.
Personal credibility refers to the competency of human resource professionals gained
by achieving results, effective relationships, and communication skills. It is
considered a critical element of both strategic and technical human resource
competencies. Human resource delivery is the competency of human resource
professionals to perform basic human resource services. Human resource
measurement is considered a part of human resource delivery competency as human
resource professionals are demanded for understanding the efficiency and
effectiveness of delivering human resource activities. Human resource technology is
the competency in which human resource professionals can apply technology to
improve the efficiency and effectiveness of human resource work.

The scale is based on the human resource competencies
assessment tool developed by Ulrich and Brockbank (2005). The scale consists of
nine items on a five-point Likert scale. The respondents were asked to indicate the

competencies on a continuum, ranging from 1, very low, to 5, very high.
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3.2.3.2 Development of Measures

The measurement development process was employed to generate the
items to measure constructs in the study. In order to achieve high content validity and
construct reliability, measurement development consists of the following steps.

First, the questionnaire was initially theory-based designed. A pool of
items that captured the domain of each research construct in the conceptual framework
was collected from the academic literature. Each statement in the item pool was
carefully modified and adapted so that the wording was appropriate. Preliminary
interviews with top management executives and human resource managers in five
large garment and five large electronics companies in Thailand were also conducted to
develop more specific questionnaires suitable for the garment and electronics
companies.

Second, this initial version of the questionnaire was reviewed by a
panel of human resource academics and practitioners in order to obtain comments and
suggestions concerning about the scope, content, format, and clarity of the
questionnaire.

Next, the questionnaire was translated in a Thai version, and a fluent
bilingual speaker that had the academic research background verified the Thai version
of the questionnaire. The above three steps were conducted to ensure the validity of
the scales.

Fourth, a pilot test was conducted to determine the reliability of the
measurement instruments and to identify potential problems that might occur during
the data collection. The pilot study used one separate sample. Sudman (1976) notes
that the size of a sample for a pilot test should be 20-50, while Kanlaya Vanichbuncha
(2003) suggests that a sample size should be at least 25. Therefore, a sample size of 30
was decided to be appropriate for the pilot test. The respondents for the pilot test were
the CEOs or top executives, line, and human resource managers in both garment and
electronics companies. These people were in positions that involve the human
resource management in the firms.

After all modifications indicated by the pilot test were accomplished,

the questionnaire was finalized and ready for the final stage of data collection.
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3.2.3.3 Reliability and Validity

1) Construct Reliability

The internal consistency of the multiple-item scales was
assessed based on Cronbach's coefficient alpha. Cronbach (1951: 297-334) and
Nunnally (1978) suggest that an alpha coefficient of 0.7 be considered the minimum
threshold. Table 3.4 exhibits the scale alpha of each variable in the proposed research
framework.

The results show that the scale alphas of all constructs are above
a minimum of 0.7. The coefficient of reliability ranges from 0.723 to 0.875.
Therefore, all measures in this study are reliable enough to be used in this study.

Table 3.4 Summary of Internal Consistency of Variables

Variables Cronbach’s Alpha
Strategic human resource management adoption 0.815
Strategic human resource competencies 0.765
Technical human resource competencies 0.875
Human resource efficiency 0.817
High-performance work system adoption ‘ 0.723
External alignment 0.855
Internal alignment 0.862
Strategic human resource deliverables 0.796
Strategic human resource management effectiveness 0.826

2) Content Validity

Content validity focuses on the procedures that are used to
develop the research instrument, including careful scrutiny of the literature and
measures employed in previous research, preliminary interview with experts in the
area of strategic human resource management, and the pilot test. The details are

explained in development of measures.
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3.2.4. Data Collection

3.2.4.1 Data Collection Method

In order to test the proposed hypotheses in this study, data were
collected by means of self-administered questionnaires. The questionnaires are
designed to provide the researcher with meaningful information regarding the human
resource function, human resource strategy, human resources policies and practices,
and characteristics of the respondents and the sample firms. The content and format of
the questionnaires for the garment and electronics firms are similar.

Multiple informants acquainted with human resource management in the
firms are expected to provide information as previous literature indicates the low
reliability of single informants in strategic human resource management research
(Gerhart, Wright, McMahan, and Snell, 1998: 2; Wright and Gardner, 2000: 17). The
respondents include the following.

1) The CEO/top executive management
2) The human resource director/manager
3) Line manager from the production department
These respondents are regarded as organization representatives for
strategic human resource management. Lundy (1994: 712) asserted that these
respondents have a specific and distinctive contribution to make to strategic human
resource management. Human resource managers are usually the key informants in
strategic human resource management research because they can provide extensive
information about human resource management, such as that concerning human
resource systems, policies, and practices. In addition, the strategic perspective of
human resource management also places an emphasis on the line manager’s roles in
managing human resources. Line managers are considered strategic partners with
human resource managers. They work closely with human resource professionals and
employees to develop and implement human resource policies and practices. In
addition, the CEOs also play an important role in the overall strategic management
processes in the firm. They guide, support, and monitor the directions of the firm
including human resources issues.
The data collection stage was divided into two stages. Firstly, in June
2008, the questionnaires were distributed by mail to the sample firms as the population

of the garment and electronics firms is dispersed across geographical areas. Telephone
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contact before distributing the questionnaires was made in order to introduce the
research and to solicit the contact person. The total number of questionnaires
distributed in this study was 825. Four hundred and sixty-five questionnaires were
distributed to top executives, human resource managers, and line managers in 155
garment companies. At the same time, 360 questionnaires were mailed to top
executives, human resource managers, and line managers in 120 electronics
companies. For the first stage, some questionnaires were expected to be returned
within two weeks after distribution. The response rate for this stage was about 18
percent or 149 out of 825 questionnaires, constituted by 30 garment and 28 electronics
companies. As data from three respondents represent the data of a single firm, at least
two out of three replying count as one firm.

Secondly, about two weeks after sending the questionnaires, a follow-
up reminder by telephone contact was made to remind those not responding and they
were gently asked for cooperation again. The respondents could select one of the two
alternatives for questionnaire return—mail return or pick-up at service site. Another
three weeks were set for the second data collection stage. The data collection stage
was completed during the second week of July, 2008.

In aggregation, the response rate of the garment and electronics
companies was 55.48 percent and 67.5 percent, respectively. The firms can be
categorized as two respondent (62.09 percent) and three respondent (37.91 percent)
firms. In the garment companies, the highest response rate comes from human
resource executives, followed by top executives and line manager, respectively. Inthe
electronics companies, the highest response rate comes from top executives, followed
by human resource executives and line managers, respectively. These respondents
represented 106 garment and 105 electronics firms. The summary of the response rate

of questionnaires is shown in Table 3.5 — 3.7.
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Table 3.5 Summary of Questionnaires Distributed and Returned

Garment Companies Electronics Companies
No. of No. of
Position No. of returned _ No. of returned
distributed  questionnaires Response distributed  questionnaires Response
questionnaires  (no errors) rate questionnaires  (no errors) Rate
Top
Executives 155 85 54.84% 120 85 70.83%
HR
Executives 155 93 60% 120 82 68.33%
Line
Managers 155 80 51.61% 120 76 63.33%
Total 465 258 55.48% 360 243 67.5%

Table 3.6 Classification of Respondent Groups of Garment Companies

Position
Number of Top HR Line Total of Number of
Respondents  Executives Executives Managers Respondents Companies
2 persons 39 47 34 120 60
3 persons 46 46 46 138 46
Total 85 93 80 258 106

Table 3.7 Classification of Respondent Groups of Electronics Companies

Position
Number of Top HR Line Total of Number of
Respondents  Executives Executives Managers Respondents Companies
2 persons 51 48 42 141 71
3 persons 34 34 34 102 34
Total 85 82 76 243 105

The response rate in this research is relatively high due to using five

strategies to overcome the low response rate problem with the questionnaire survey.



110

These include personal references, telephone contact before distributing the
questionnaires, pick-up at respondent’s service site, hiring assistants, and incentives.
Personal references dramatically helped facilitate the distribution and return of the
questionnaires. The initial contacts by phone were also made to introduce this
research project and to solicit the contact person as Nueman (1997: 249) states that the
questionnaire should be addressed to a specific person, not occupant. Pick-up at the
respondent’s location also increases the possibility and speed of returned
questionnaires. The researcher also hired five assistants to help during the data
collection stage such as preparing questionnaire packages and following up the
questionnaires. Members of the team were graduate students that received an
orientation from the researcher. Lastly, the researcher provided an executive summary
of the research as a complement to those that responded within the specified date.

3.2.4.2 Data Collection Instruments

The questionnaire of 65 items is divided into the following six parts.

Part 1. General information of respondents and organizations.

Part 2. Perceptions towards strategic human resource management

adoption in organizations.

Part 3. Perceptions towards the human resource function.

Part 4. Perceptions towards the human resource system.

Part 5. Perceptions towards human resource management outcomes.

Part 6. Perceptions towards strategic human resource management

effectiveness.

The respondents were required to fill in the number or content or mark
v’ for only one response that best described their answers to each question. The score
of items in the questionnaires of each company was derived from the average score of

the top executive, the human resource executive, and the line manager.
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Table 3.8 Summary of Variable Measurement

Items in the

Variables Sub-Concepts
Questionnaires
Part 2
Strategic human 1) Human resource policies and practices that 2.1-2.6
respurce management are integrated with the strategy
adoption - 2) Participation of human resource executives 2.7
in top-level business strategy sessions
3) Involvement of line managers in human 2.8-29
resource management
Part3
Strategic human 1) Strategic contribution 3.1-33
resource competencies 2) Business knowledge 34
3) Personal credibility 3.5-3.7
Part3
Technical human 1) Personal credibility 3.5-3.7
resource competencies 2) Human resource delivery 3.8-3.12
3) Human resource technology 3.13
Part3
Human resource 1) Efficiency of recruitment and selection 3.14
efficiency 2) Efficiency of training and development 3.15
3) Efficiency of performance appraisal 3.16
4) Efficiency of compensation and benefits 3.17
5) Efficiency of safety and health 3.18
6) Efficiency of labor relations 3.19
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Table 3.8 (Continued)

Items in the

Variables Sub-Concepts
Questionnaires
Part 4
High-performance 1) Selective hiring 4.1
work system adoption  2) Compensation contingent on organizational 4.2
performance
3) Extensive training 4.3
4) Reduction of status differences 4.4
External alignment Alignment between human resource activity Part 4
and strategy
1) Recruitment and selection and strategy 4.5
2) Training and development and strategy 4.6
3) Performance appraisal and strategy 4.7
4) Compensation and benefits and strategy 4.8
5) Organization design and strategy 4.9
6) Organizational communication and strategy 4.10
Internal alignment Alignment within groups of practices Part4
1) Alignment within group of competency- 4.11
generating human resource practices
2) Alignment within group of competency- 4.12
reinforcing human resource practices
3) Alignment within group of competency- 4.13
sustaining human resource practices
Alignment between groups of practices
4) Alignment between groups of competency- 4.14
generating and competency- reinforcing
human resource practices
5) Alignment between groups of competency- 4.15

reinforcing and competency-sustaining

human resource practices
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Items in the

Variables Sub-Concepts
Questionnaires
Internal Alignment 6) Alignment between groups of competency- 4.16
(Cont’d) sustaining and competency-generating human
resource practices
Part$
Strategic human 1) Speed 5.1
resource deliverables  2) Shared mindset 5.9
3) Accountability 5.3
4) Collaboration 5.4
5) Learning 5.5
6) Efficiency 5.6
Part6
Strategic human 1) Employee quality 6.1
resource management 2) Employee productivity 6.2
effectiveness 3) Employee stability 6.3-6.4
4) Employee-management social climate 6.5

Total

65 items
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3.2.5 Data Analysis

The data obtained from the questionnaire survey were analyzed using the SPSS
program (Version 16.0). Descriptive statistics such as mean, average, and frequency
were used to describe the general characteristics of the respondents and organizations
and variables. The descriptive data of both the garment and electronics companies
were presented separately and comparatively.

The data of organizations are derived from the average score of at least two out
of three informants—the CEOs, production managers, and human resource managers.
To describe the variables in this study, the interpretation of mean scores of each

variable is the following.

Table 3.9 Measurement Scale of Variables

Measurement Scale Score
Very low 1.00-1.99
Low | 2.00-2.99
Moderate 3.00-3.99
High 4.00-4.99

Very high 5.00

The mean score of above 4.00 (high and very high levels) indicates (1) the
adoption of strategic human resource management, (2) strategic human resource
management effectiveness, (3) the possession of human resource competencies, (4)
human resource efficiency, and (5) the adoption of high-performance work system
adoption, and (6) the existence of strategic human resource deliverables in the firms.

Next, before testing the hypotheses, the examination of the strategic human
resource management adoption in the firms and the evaluations of multicollinearity
were employed. Then, path analysis, an extension of the regression model, was the
statistical technique employed to test the hypotheses on the direct and indirect effects
between the various factors and strategic human resource management effectiveness.

The effects are reflected in so-called path coefficients—standardized regression
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coefficients (Beta: B). Two set of data of the garment and electronics companies were
examined separately.

The interpretation of path coefficients in this study is shown in table 3.10.

Table 3.10 Interpreting Strength of Path Coefficients

Coefficient Strength of Relationship
0.00 No association

0.01-0.09 Trivial relationship

0.10-0.29 Low to moderate relationship

0.30-0.49 Moderate to substantial

0.50-0.69 Substantial to very strong

0.70-0.89 Very strong relationship
0.90 Near perfect

Source: Adapted from De Vaus, 2002: 259.

In sum, the research results in this study consist of six parts.
1. Profile of respondents and organizations National Bureau of Economic
Research. Washington, D.C.

Descriptive statistics for research variables
Results of multicollinearity tests
Results of hypothesis testing for the garment companies

Results of hypothesis testing for the electronics companies

oNw R wN

Comparative results of the garment and electronics companies

3.3 Qualitative Approach

The qualitative approach has the merit of reinforcing the confidence of research
results from hypothesis testing. A qualitative research promotes a deep, holistic

understanding of a particular phenomenon. This approach provides insight into the



116

understanding in a particular setting. It also provides insight into the local meanings

that activities and practices have for participants.

3.3.1 Sources of Data

Two selected companies adopting strategic human resource management from
each industry, by means of the purposive sampling method, were the sources of the
data for assessing the determinants of strategic human resource management
effectiveness in the industries. Permissions to conduct the research were given by top
executives in those firms. The necessary information for the research, such as the
objectives, scope of the study, data collection, length of study, and assurance of

confidentiality and anonymity was also provided to the participants.

3.3.2 Data Collection
Two types of data collection methods were used in this study—in-depth
interviews and documentary data.

3.3.2.1 In-Depth Interviews

In-depth interviews were selected to collect the data from the
respondents. The interviews were designed as personal interviews. These interviews
were characterized by extensive probing and open-ended questions. Each interview
lasted between 40 and 60 minutes. The researcher prepared an interview guide that
included a list of questions or issues that were to be explored and suggested probes for
following up on key topics. The guide helped the interviewer to pace the interview and
to make the interviewing more systematic and comprehensive.

The interview was conducted in April-July, 2008. The participants
included the CEO or top executives, human resource managers, and line managers of
companies. The informants were those that had knowledge or professional
background related to human resource management and strategic management
processes.

The scope c;f the interview questions related to the human resource
functions, human resource systems, and human resource policies and practices
currently employed in the firms and other important issues in order to understand the
determinants of strategic human resource management effectiveness. The main

research questions included the following.
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1) From your perspective, how has the strategic human resource
management effectiveness of your organization been defined? Is the strategic human
resource management in your organization effective?

2) Have your employees helped to achieve strategy
implementation in your organization? If so, how? If not, why?

3) What factors relating to the human resource function have
helped facilitate the achievement of the firm’s strategies? How?

4) What factors relating to the human resource system have
helped facilitate the achievement of the firm’s strategies? How?

3.3.2.1 Documentary Data

Apart from the data collected by means of interviews, secondary data
were also useful. The documents used in this study consisted of various volumes of
company’s annual business reports, other reports on the company’s website and
printed matters relating to human resource management. These documents helped the
researcher to gain insight into the past, current, and future human resource

management in those firms.

3.3.3 Data Analysis

The data analysis for the qualitative study consisted of the following five
steps:

1) Use of theories and concepts in the analysis

2) Data checking

3) Data indexing

4) Creating preliminary statements and data reduction
5) Generating and verifying a conclusion.

The basic methods in data analysis in this study were the analytic induction
and constant comparison method. Under the constant comparison method, similarities
and differences among each of the respondents' views were compared. Analytical
induction was used to identify common characteristics so that it was easier to compare

commonalties with the quantitative data.
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3.3.4 Reliability and Validity in Qualitative Study

Maximizing reliability and validity are Just as important in qualitative research
as they are in quantitative research (Miles and Huberman, 1984). In order to enhance
the reliability of qualitative research, the researcher spent sufficient time with the
participants to check for discrepancies in responses (i.e., prolonged engagement and
persistent observation), verified the accuracy of participants' responses (i.e., member
checking), and explored each participant's responses meticulously (Lincoln and Guba,
1985).

In order to maximize the validity of the qualitative research aspect of this
study, the participants' responses were accurately reported and represented and
multiple sources of information were used to triangulate the qualitative data (Miles &
Huberman, 1984).

3.4 Chapter Summary

This chapter presents the research methodology for this study. This study
employs both the quantitative and qualitative approaches. With regard to the
quantitative approach, a survey research, by means of the questionnaires, was used to
collect data from multiple respondents in 106 garment and 105 electronics companies.
With regard to the qualitative approach, two case studies were employed to gain an in-
depth understanding of the strategic human resource management effectiveness in the
garment and electronics companies. In-depth interviews and documentary research
were the primary means of collecting data.
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Target Population:
Large garment and electronics firms
(at least 500 employees)

\ 4

Site Selection:
1) A garment company adopting
strategic human resource management

2) An electronics company adopting
strategic human resource management

Data Collection:
In-Depth Interviews
Documentary Research

Participants: The CEOs or top
executives. HR. and line managers

4

Data Analysis:
Constant Comparison
Analytic Induction

y

Research Results

\ 4

Analysis of Quantitative and
Qualitative Results

Y

Conclusions and Recommendations

Figure 3.2 Research Methodology of the Study: Qualitative Approach



CHAPTER 4

RESEARCH RESULTS (QUANTITATIVE APPROACH)

This chapter presents the results of the hypothesis tests. It is organized into four
sections. The first section describes the characteristics of the respondents and
organizations. The second section presents the descriptive statistics of all research
variables. The next section presents the statistical assumption testing, the results of the
hypothesis testing of the garment and electronics companies, and the comparative

results of both types of companies. The last section summarizes the resulits.
4.1 Characteristics of Respondents and Organizations

The general characteristics of the respondents and organizations are exhibited in
Table 4.1 - 4.4. Tables 4.1 and 4.2 present the data of the garment companies. Tables
4.3 and 4.4 show the data of the electronics companies.

Table 4.1 provides the respondents’ profile of the garment companies. Of the
258 respondents; 53.5 percent are female. Nearly 35 percent are between 30-39 years of
age and around 32 percent are between 40-49 years of age. Most of the respondents,
65.5 percent, hold a bachelor’s degree. Their current positions are top executives, line
managers, and human resource directors/managers in the proportion of 32.9, 31.0, and
36.0 percent, respectively. Thirty-one point two percent of the respondents have held
their current positions less than five years; 36.8 percent have held it from five to nine
years; and 32 percent have more than 10 years of service. The average number of
working years at their current positions is 8.13.

Table 4.2 describes the garment companies’ profile. Of the 106 garment
companies, most of the firms, 86.8 percent are limited companies. Over half, 56.6
percent, are located in the central region. About 78 percent of the firms have been

established for less than 10 years, and 85.8 percent have 500-1,999 employees. The
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average number of employees is 1,156 and the average number of staff members

working in the human resource department is 7.85.

Table 4.1 Profile of Respondents of the Garment Companies

Characteristics Number Percent
Gender Male 120 46.5
Female 138 53.5

Total 258 100.0

Age Younger than 30 years 37 14.5
30 — 39 years 89 34.9

40 — 49 years 82 322

50 years up 47 18.4

Total 255 100.0

X =398  SD.=950  Min=24  Max=62

Educational Level  High school/Vocational cert. 0 0.0
Diploma/Higher vocational cert. 6 23
Bachelor 169 65.5
Master 83 322
Doctorate 0 0.0
Total 258 100.0
Position Top executives 85 329
(President/Owner/Chief Executive/
Managing Director/Deputy Managing Director
General Manager)
Line manager 80 31.0
HR director/manager/dept. head 93 36.0
Total 258 100.0
Number of Less than 5 years 79 31.2
Working Years 5 -9 years 93 36.8
at this Position 10 years and more 81 32.0
Total 253 100.0

X =8.13 SD.=6.65  Min=1 Max = 35
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Table 4.2 Profile of the Garment Companies

Characteristics Number Percent
Type of Company  Partnership 10 9.4
Ownership Company limited 92 86.8
Public company limited 4 3.8

Total 106 100.0

Location of Central region 60 56.6
Company Northern region 18 17.0
Northeastern region 11 16.0

Eastern region 17 10.4

Total 106 100.0
Years of Less than 10 years 83 78.3
Establishment 10 — 19 years 16 15.1
20 - 29 years 5 4.7
30 years up 2 1.9
Total 106 100.0

X =998  SD.=1538  Min=3  Max=4l

Number of 500 - 1,999 persons 91 85.8
Employees 2,000 — 3,499 persons 13 12.3
3,500 — 4,999 persons 0 0.0
5,000 persons up 2 1.9

Total 106 100.0

-)-(- =1,155.61 S.D.=877 Min = 500 Max = 5,300

Number of Staff 1 — 9 persons 37 34.9
in HR Department 10 — 19 persons 39 36.8
20 — 29 persons 10 9.4

More than 30 persons 20 18.9

Total 106 100.0

X =78 $D.=625 Min=1  Max=33
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Table 4.3 provides the respondents’ characteristics of the electronics companies.
Of the 243 respondents, 67.9 percent are male. Approximately 43 percent of the
respondents are between 40-49 years of age. Sixty point five percent hold a master’s
degree and 34.6 percent hold a bachelor’s degree. The rest hold a diploma or high
school degrees. The positions of the respondents are top executives, line managers, and
human resource directors/managers in the proportion of 35.0, 31.3, and 35.7 percent,
respectively. Forty-two point seven percent of the respondents have held their current
positions for more than 10 years; 18.4 percent have held it from five to nine years; and
38.9 percent have held it for less than five years. The average number of working years
at this position is 8.37.

Table 4.4 describes the characteristics of the electronics companies. Of the 105
electronics companies, most of the respondents’ firms, 92.4 percent, are limited
company and 81 percent are located in the central region. About 49.5 percent have been
established for 10-19 years and have 500-1,999 employees. The average number of
employees is 2,767 and the average number of staff members working in the human

resource department is 16.92.

4.2 Research Variables

The description of the variables in this section is illustrated by distribution of
percentages, mean score, standard deviation, minimum, and maximum scores. The data
of variables of each company are derived from the average score of three informants—
the CEOs, production managers, and human resource managers. The adoption of
strategic human resource management of both garment and electronics companies is
first presented in order to ensure that the respondent firms have implemented the
strategic approach to human resource management as an underlying principle of
managing employees. Second, the descriptive statistics of the dependent variable,
strategic human resource management effectiveness, of the two types of companies are
provided. Finally, all other research variables of the human resource function, the
human resource system, and human resource outcomes are presented respectively. The
results of the garment companies are presented first, followed by the results of the

electronics companies.
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Table 4.3 Profile of Respondents of the Electronics Companies

Characteristics Number Percent
Gender Male 165 67.9
Female ' 78 32.1

Total 243 100.0

Age Younger than 30 years 22 9.1
30 - 39 years 43 17.8

40 - 49 years 103 42.7

50 years up 73 30.3

Total 241 100.0

X =4396  SD.=886  Min=22  Max=60

Educational Level  High school/Vocational cert. 1 0.4
Diploma/Higher vocational cert. 11 4.5
Bachelor 84 34.6
Master 147 60.5
Doctorate 0 0
Total 243 100.0
Position Top executives 85 35.0
(President/Owner/Chief Executive/
Managing Director/Deputy Managing Director
General Manager)
Line manager 76 31.3
HR director/manager/dept. head 82 35.7
Total 243 100.0
Number of Less than 5 years 93 389
Working Year 5 -9 years 44 18.4
at this Position 10 years and more 102 42.7
Total 239 100.0

X =837 S.D.=6.18 Min=1 Max =24
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Table 4.4 Profile of the Electronics Companies

Characteristics Number Percent
Type of Company  Partnership 0 0.0
Ownership Company limited 97 92.4
Public company limited 8 7.6

Total 105 100.0

Location of Central region 85 81.0
Company Northern region 9 8.6
Northeastern region 6 4.8

Eastern region 5 5.7

Total 105 100.0

Years of Less than 10 years 8 7.6
Establishment 10 - 19 years 52 49.5
20 - 29 years 38 36.2

30 years up 7 6.7

Total 105 100.0

X =1755  SD.=581  Min=7  Max=30

Number of 500 — 1,999 persons 52 49.5
Employees 2,000 — 3,499 persons 24 22.9
3,500 — 4,999 persons 18 17.1

5,000 persons up 11 10.5

Total 105 100.0
X— =2,767.09 S.D.=3,88640 Min=500 Max=27,738

Number of Staff 1 -9 persons 36 34.6
in HR Department 10 ~ 19 persons 32 30.8
20 - 29 persons 25 24.0

More than 30 persons 11 10.6

Total 104 100.0

X =1692 SD.=1271  Min=3  Max=56
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4.2.1 Strategic Human Resource Management Adoption

Table 4.5 presents the frequency distributions, means, and other descriptive
statistics of the strategic human resource management adoption of 106 garment
companies. The adoption of strategic human resource management in organizations is
indicated by high and very high scores on the adoption (Mean score > 4).

As can be seen, the results indicate that the minimum score of the adoption in the
garment firms is 3.00 and the maximum is 4.44. These firms have used strategic human
resource management to different degrees, from moderately to extensively. The mean
score of the adoption is 3.39, indicating a moderate level of adoption in the garment
companies. Based on the results, over half of the garment firms in this study would be
excluded from this study as they have reached only a moderate level of the strategic
human resource management adoption.

Considering the Thai context, the interpretation of the strategic human resource
management adoption in this study should, however, include a moderate use of these
practices. Based on the empirical literature, human resource management in a majority
of organizations in Thailand is still in the transition stage, from traditional to strategic
human resource management. Not many companies have extensively used the strategic
approach to human resource management. A moderate use should be an acceptable
criterion of adoption in the Thai context. Firms scored at least a moderate level (Means
score 2 3) on this index are included in this study. Thus, all 106 garment firms are
further used for hypothesis testing.

As revealed by the table, approximately 48 percent of the respondents perceive
the participation of human resource executives in top-level business strategy sessions.
Around 45 percent perceive the delegation of human resource-related responsibility to
line managers and the evaluation of key staff based on their potential for carrying out
strategic goals. Approximately 42 percent view that their human resource executives
work cooperatively with line managers in formulating and reviewing human resource
strategies. Of the greater concern are the issues of managers’ characteristics and
development programs. Less than 30 percent view that these firms match the
characteristics of managers to the strategic plan of the firms and that the firms conduct

training and development programs to support strategic changes.
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Table 4.5 Strategic Human Resource Management Adoption in the Garment Companies

Garment Companies

Strategic Human Resource Not Very Low Moderate High Very Total
Management Adoption atall low high

Human resource executives participate 00 00 09 509|443 3.8 |100.0(106)
in top-level business strategy sessions. (48.1)
Delegate part of human resource-related 00 00 00 547|434 1.9 |100.0(106)
responsibility to line managers. (45.3)
Evaluate key personnel based on their 00 00 00 547} 425 2.8]100.0(106)
potential for carrying out strategic goals. (45.3)
Human resource executives work 00 00 0.0 575|396 2.8]100.0(106)
cooperatively with their line counterparts 42.4)
in formulating and reviewing human
resource strategies.
Identify managerial characteristics 00 00 47 538 | 415 0.0]100.0(106)
necessary to run the firm in the long term. 41.5)
Use the compensation system to encourage 0.0 0.0 2.8 62.3 | 33.0 1.9 |100.0(106)
managers to achieve long-term strategic (34.9)
objectives.
Use staffing patterns to help implement 00 00 47 651 |274 28 |100.0(106)
business or corporate strategies. (30.2)
Match the characteristics of managers 00 00 19 689 |292 0.0 [100.0(106)
to the strategic plan of the firm. (29.2)
Conduct development programs designed 0.0 0.0 19 698 |24.5 3.8 [100.0{106)
to support strategic changes. (28.3)

X =339 SD.=030 Min=300 Max=4.44

Table 4.6 provides the frequency distributions, means, and other descriptive
statistics of the strategic human resource management adoption of the electronics
companies. Like the garment companies, the electronics companies that scored below a
moderate level (Mean score < 3.0) on adoption have been excluded from this study. The
results indicate that the mean score of the adoption is 3.70, indicating a moderate level
of adoption in the electronics companies. The minimum score of the adoption is 3.11
and the maximum is 4.56. All 105 garment firms are, thus, further used for hypothesis
testing.

As can be seen, a majority of the respondents, 78.1 percent, perceive that the
firms evaluate key personnel based on their potential for carrying out strategic goals.

Around 74.3 percent agree that their firms have development programs that support
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strategic changes and that their firms match the characteristics of managers to the
strategic plans of the firm. However, less than half of the respondents view that their
firms use a compensation system to encourage managers to achieve long-term strategic
objectives (48.6 percent) and use staffing patterns to help implement the firm’s

strategies (46.6 percent).

Table 4.6 Strategic Human Resource Management Adoption in the Electronics

Companies

Electronics Companies

Strategic Human Resource Not Very Low Moderate High Very  Total
Management Adoption atall low high

Evaluate key personnel based on their 00 00 00 219 |59.0 19.1}]100.0(105)
potential for carrying out strategic goals. (78.1)
Human resource executives work 00 00 00 238 |69.5 6.7 (100.0(105)
cooperatively with their line counterparts (76.2)
in formulating and reviewing human
resource strategies.
Conduct development programs designed 00 00 0.0 257 |66.7 7.6 | 100.0 (105)
to support strategic changes. (74.3)
Match the characteristics of managers 00 00 0.0 257 | 69.5 4.8]100.0(105)
to the strategic plan of the firm. (74.3)
Identify managerial characteristics 00 76 00 219 | 552 152 100.0(105)
necessary to run the firm in the long term. (70.4)
Delegate part of human resource-related 00 00 57 324 |543 7.6} 100.0(105)
responsibility to line managers. 61.9)
Human resource executives participate 00 0.0 0.0 419 |[46.7 11.4]| 100.0(105)
in top-level business strategy sessions. (58.1)
Use the compensation system to encourage 0.0 7.6 0.0 43.8 | 486 0.0} 100.0(105)
managers to achieve long-term strategic (48.6)
objectives.
Use staffing patterns to help implement 00 0.0 57 476 |333 13.3| 100.0(105)
business or corporate strategies. (46.6)

X =370  SD.=040  Min=3.11 Max = 4.56
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4.2.2 Strategic Human Resource Management Effectiveness

Table 4.7 provides the level of the strategic human resource management
effectiveness of the garment companies. The effectiveness is measured by the levels of
employee quality, employee productivity, employee stability, and social climate
between employees and employer. The effectiveness in relation to employee quality
and employee productivity is indicated by high and very high levels of profit per
employee and of average production per employee, while the effectiveness in relation to
employee stability and social climate between employer and employees is designated by
low and very low levels of turnover and absenteeism rates and of frequency of
complaints and grievances per year.

The results indicate that the garment companies have achieved overall strategic
human resource management effectiveness at a moderate level (Mean score = 3.35).
This indicates a relatively low level of the strategic human resource management
effectiveness of the garment companies, especially in the areas of employee quality,
employee productivity, and employee stability.

As can be seen, only 24.5 percent of the respondents view that the garment firms
report the effectiveness of employee quality, shown by a high level of profit per
employee. In addition, only 13.2 percent evaluate that the garment firms possess the
effectiveness in relation to employee productivity, indicated by a high level of average
production per employee. The resuits also indicate that only 17.9 percent of the
respondents report the effectiveness of the first employee stability sub-dimension
(turnover). Only 0.9 percent view that the turnover rate of their organizations is very
low, and 17 percent report a low turnover rate. Thirty-five point nine percent report the
effectiveness of the second employee stability sub-dimension (absenteeism). Merely
3.8 percent perceive a very low level of absenteeism in their firms, and 32.1 percent
report a low level. However, 90.6 percent of the respondents perceive the effectiveness
of the social climate between employees and employer, represented by very low to low

frequencies of complaints and grievances.
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Table 4.7 Strategic Human Resource Management Effectiveness of the Garment

Companies

Garment Companies

Strategic Human Resource Very Low Moderate High Very Total
Management Effectiveness low high
Employee Quality
Profit per employee 0.0 13.2 623 | 245 0.0 100.0 (106)
(24.5)
Employee Productivity
Average production per employee 3.8 85 745 | 13.2 00 100.0 (106)
(13.2)
Employee Stability
Turnover rate 0.9 17.0 349 321 151 100.0 (106)
(17.9)
Absenteeism rate 3.8 32.1 443 104 94 100.0 (106)
(35.9)
Social Climate between Employer
and Employee
Frequency of complaints and 58.5 321 94 0.0 0.0 100.0 (106)
grievances per year (90.6)

X =335 S.D.=0.49 Min = 2.60 Max = 4.67

Table 4.8 shows the level of the strategic human resource management
effectiveness of the electronics companies. The effectiveness is measured by the levels
of employee quality, employee productivity, employee stability, and social climate
between employees and employer. The results indicate that the electronics companies
have achieved overall strategic human resource management effectiveness at a moderate
level (Mean score = 3.70). This indicates a slightly low level of the strategic human
resource management effectiveness of the electronics companies.

As can be seen, 94.3 percent perceive that the firms have achieved the
effectiveness in the dimensions of the relationships between employees and employer,
indicated by very low (41.0 percent) and low (53.3 percent) frequencies of complaints
and grievances per year. However, the results indicate that only half of the respondents
perceive the effectiveness in relation to employee quality, employee productivity, and
employee stability. Approximately 53 percent of the respondents perceive employee

quality in the electronics firms, shown by a high level of profit per employee. In



131

addition, 52.4 percent of the respondents view that the firms have achieved employee
productivity, designated by high (47.6 percent), and very high (4.8 percent) levels of
average production per employee.

Further, approximately half of the respondents perceive that the electronics
companies have reached effectiveness in terms of employee stability, indicated by very
low and low levels of turnover rate and absenteeism. Nearly nine percent agree that the
turnover rate of the firms is very low, and 46.7 percent report a low level turnover rate.
Approximately 13 percent perceive a very low level of absenteeism in their firms, and

42.9 percent report a low level.

Table 4.8 Strategic Human Resource Management Effectiveness of the Electronics

Companies

Electronics Companies

Strategic Human Resource Very Low Moderate High Very Total
Management Effectiveness low high
Employee Quality
Profit per employee 0.0 5.7 410 | 533 0.0 100.0 (106)
(53.3)
Employee Productivity
Average production per employee 0.0 5.7 419 |47.6 4.8 100.0 (106)
(52.4)
Employee Stability
Turnover rate 8.6 46.7 39.0 5.7 0.0 100.0(106)
(55.3)
Absenteeism rate 133 429 324 114 0.0 100.0(106)
(56.2)
Social Climate between Employer
and Employee
Frequency of complaints and 41.0 533 5.7 0.0 0.0 100.0 (106)
grievances per year (94.3)

X =3.70 S.D.=0.48 Min = 2.60 Max = 4.40

Based on the data, iiie electronics companies (Mean score = 3.70) have achieved
a higher level of effectiveness than the garment companies (Mean score = 3.35).
However, the level of effectiveness of both garment and electronics firms has reached a

relatively low level. Both types of companies must take the problems of employee
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quality, employee stability and employee productivity as a significant issue because the

data indicate that these firms receive unsatisfactory results in these areas.

4.2.3 Variables of the Human Resource Function

4.2.3.1 Strategic Human Resource Competencies

Table 4.9 provides the opinions on the level of the strategic human
resource competencies of the human resource function in the garment companies. These
competencies include the expertise and skills of all human professionals required for
performing the human resource activities that meet the organizations' objectives. The
possession of strategic human resource competencies is indicated by high and very high
levels of strategic contribution, business knowledge, and personal credibility
competencies of all human resource professionals.

The mean score of strategic human resource competencies is 3.41,
indicating a moderate level of these competencies. The interpretation is that the human
resource professionals in the garment companies possess a relatively low level of
strategic human resource competencies.

As can be seen, approximately 30 percent of the respondent views that
their human resource professionals have culture management, fast change, and
knowledge of value chain competencies. Only 17.9 percent agree that their human
resource professionals possess strategic decision making competencies. However,
especially noteworthy is the personal credibility competency group, where around 70
percent of the respondents perceive that their human resource professionals have the

competencies of result achievement, communication skills, and effective relationships.
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Table 4.9 Strategic Human Resource Management Competencies of the Garment

Companies

Garment Companies

Strategic Human Very Low Moderate High Very Total
Resource Competencies low high

Strategic Contribution

- Culture Management 0.0 13.2 56.6 274 2.8 100.0(106)
(30.2)

- Fast change 5.7 12.3 43.4 358 2.8 ] 100.0(106)
(38.6)

- Strategic decision making 3.8 17.9 60.4 15.1 2.8 100.0(106)
(17.9)

Business Knowledge

- Knowledge of the firm’s value chain 3.8 17.0 443 32.1 3.0 100.0(106)
(35.1)

Personal Credibility

- Achieving results 0.0 0.0 32.1 60.4 7.51 100.0 (106)
(67.9)

- Effective relationships 0.0 0.0 29.2 49.1 21.7| 100.0(106)
(70.8)

- Communication skills 0.0 0.0 32.1 63.2 4.7]1 100.0 (106)
(67.9)

X =341 SD.=053  Min=214 Max=457

Table 4.10 presents the opinions on the level of the strategic human
resource competencies of the human resource function in the electronics companies. As
revealed by the table, the mean score of strategic human resource competencies is 3.37,
indicating an inadequate level of strategic human resource competencies of human
resource professionals in the electronics companies.

As revealed by the table, over half of the respondents agree that their
human resource professionals have culture management (50.5 percent), effective
relationships (57.1 percent), and communication skills (58.1 percent) competencies. In
addition, almost 46 percent perceive that their human resource professionals possess
result achievement competeﬁcies. However, only 19 percent view that their human
resource professionals have fast change competencies; merely 23.8 percent

acknowledge strategic decision making competencies of their human resource
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professionals; and only 27.6 percent view that their human resource professionals have

knowledge of the firm’s value chain.

Table 4.10 Strategic Human Resource Competencies of the Electronics Companies

Electronics Companies

Strategic Human Very Low Moderate High Very Total
Resource Competencies low ‘ high

Strategic Contribution

- Culture Management 29 0.0 46.7 45.7 4.8 1 100.0 (105)
(50.5)

- Fast change 29 1.9 76.2 17.1 1.9 | 100.0 (105)
(19.0)

- Strategic decision making 29 200 533 21.9 1.9 | 100.0 (105)
(23.8)

Business Knowledge
- Knowledge of the firm’s value chain 5.7 29 63.8 25.7 1.9 | 100.0(105)

(27.6)

Personal Credibility

- Achieving results 0.0 0.0 543 38.1 7.6 | 100.0(105)
(45.7)

- Effective relationships 0.0 29 40.0 43.8 133 ] 100.0(105
57.1)

- Communication skills 0.0 7.6 343 476 10.5] 100.0(105)
(58.1)

X =337 $D.=055 Min=171 Max=443

Tables 4.9 and 4.10 show a few differences in the levels of the strategic
human resource competencies between the garment and electronics companies. The
level of competencies in the electronics companies (Mean score = 3.37) is a little lower
than that of the garment companies (Mean score = 3.41). The results indicate that their
human resource professionals in both the garment and electronics companies have a
priority task to improve the competencies in the areas of strategic contribution and

business knowledge.



135

4.2.3.2 Technical Human Resource Competencies

Table 4.11 summarizes the opinions regarding the level of technical
human resource competencies of the human resource function in the garment firms.
These competencies comprise the expertise and skills of all human resource
professionals to perform excellently within a traditional human resource management
functional department. The possession of technical human resource competencies is
indicated by high and very high levels of human resource delivery, human resource
technology, and personal credibility competencies.

The data indicate a moderate level of technical human resource
competencies (Mean score = 3.43), almost equal to the previous type of competencies—
strategic human resource competencies (Mean score = 3.41). The interpretation is that
the human resource professionals in the garment companies possess an inadequate level
of technical human resource competencies.

As revealed by the table, 57.5 percent of the respondents indicate that
their human resource professionals have the competency to deliver training and
development activities. Forty-nine percent view that their human resource professionals
have the competency to deliver staffing activities. Thirty-eight point seven percent
report that their human resource professionals are capable of applying information
systems technology to the human resource process. In addition, almost 30 percent view
that their human resource professionals are capable of designing and delivering
measurement and reward systems that motivate greater performance, designing
organizational structures and work processes, and using human resource measurement.
The description of the personal credibility competency group is already presented in the

strategic human resource competencies (Part 4.2.3.1).
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Table 4.11 Technical Human Resource Competencies of the Garment Companies

Garment Companies

Technical Human Very Low Moderate High  Very Total
Resource Competencies low high

Human Resource Delivery

- Staffing 0.0 10.4 40.6 377 11.3| 100.0 (106)
(49.0)

- Training and development 3.8 4.7 34.0 46.2 11.3} 100.0 (106)
(57.5)

- Performance management 1.9 19.8 50.0 25.5 2.8 100.0 (106)
(28.3)

- Organization design 38 20.8 49.1 26.4 0.0 100.0(106)
(26.4)

- Human resource measurement 2.8 23.6 49.1 25.5 1.9) 100.0 (106)
(27.4)

Human Resource Technology 0.0 7.5 53.8 34.9 3.8} 100.0(106)
(38.7)

Personal Credibility

- Achieving results 0.0 0.0 32.1 60.4 7.5 1 100.0(106)
(67.9)

- Effective relationships 0.0 0.0 29.2 49.1 21.71 100.0 (106)
(70.8)

- Communication skills 0.0 0.0 32.1 63.2 4.7 { 100.0 (106)
(67.9)

X =343 S.D.=0.58 Min =222 Max = 4.89

Table 4.12 demonstrates the opinions on the level of technical human
resource competencies of the human resource function in the electronics firms. As can
be seen, the mean score of the technical human resource competencies of the electronics
companies is 3.44, a little higher than strategic human resource competencies (Mean
score = 3.37). This also indicates a relatively low level of technical human resource
competencies of all human resource professionals in the electronics firms.

As can be seen, sixty percent of the respondents view that their human
resource professionals are capable of desigring and implementing individual training
and organization development activities. However, not over half of the respondents
agree that their human resource professionals have competencies in performing staffing,
performance management, organization design, and human resource measurement. In

addition, only 35.2 percent evaluate that their human resource professionals are capable
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of applying information systems technology to the human resource process. The
description of the personal credibility competency group is already presented in strategic

human resource competencies (Part 4.2.3.1).

Table 4.12 Technical Human Resource Competencies of the Electronics Companies

Electronics Companies

Technical Human Very Low Moderate High Very Total
Resource Competencies low high

Human Resource Delivery

- Staffing 29 29 49.5 362 86| 100.0(105)
(44.8)
- Training and development 2.9 0.0 37.1 419 18.1f 100.0(105)
(60.0)
- Performance management 2.9 29 61.9 25.7 6.7| 100.0(105)
(32.4)
- Organization design 29 5.7 65.7 23.8 1.9]1 100.0 (105)
(25.7)
- Human resource measurement 29 2.9 61.9 248 7.6! 100.0(105
324)
Human Resource Technology 29 105 51.4 333 1.9 100.0 (105)
(35.2)
Personal Credibility
- Achieving results 0.0 0.0 54.3 381  7.6| 100.0(105)
45.7)
- Effective relationships 0.0 2.9 40.0 43.8 133 100.0(105)
(57.1)
- Communication skills 0.0 7.6 34.3 47.6 1051 100.0(105)
(58.1)

X=3.44 S.D.=0.60 Min = 1.67 Max = 4.89

As revealed by the data, the levels of strategic and technical human
resource competencies of the garment and electronics companies are slightly different.
Both types of human resource competencies are scored at moderate levels, indicating a
relatively low level of human resource competencies. It is obvious that the personal
credibility competency group is perceived to be the most proficient human resource
competency of the garment and électronics companies in the views of the respondents.

Regarding human resource delivery competencies, the competencies in delivering
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staffing and training and development are likely to be the proficient areas of human
resource professionals in both garment and electronics companies.

4.2.3.3 Human Resource Efficiency

Table 4.13 displays the opinions on the degree of human resource
efficiency of the garment companies. The efficiency involves the extent to which the
human resource function performs the six types of human resource activities—staffing,
training and development, performance appraisal, compensation and benefits, safety and
health, and labor relations—without wasting resources. The efficiency of all areas,
except performance appraisal, is indicated by either a very low or low level of cost or
resource used. The efficiency of the performance appraisal is determined by a high or
very high percentage of performance appraisals completed on time.

The mean score of the efficiency of the human resource function is 3.47.
This indicates a relatively low level of efficiency. As shown by the data, only 33.3
percent view that their human resource function performs staffing activities in an
efficient manner as indicated by very low and low cost per hire. Merely 24.5 percent
report that their human resource function efficiently delivers training and development
programs, designated by a low level of cost per trainee hour. Almost 35 percent
perceive that their human resource function completes performance appraisals on time,
implying the efficiency of performance appraisals. In addition, 31.2 percent report that
their human resource function manages employee compensation and benefits in an
efficient way, indicated by very low and low labor cost per revenue.

Particular interesting are safety and health and labor relations activities.
A majority of the respondents, over 80 percent, perceive the efficiency of these areas.
About 47 percent report a very low level of injury costs and 34 percent report a low
level of costs. Fifty-five point seven percent indicate a very low level of cost per

grievance in the garment firms; 31.1 percent report a low level of costs.
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Table 4.13 Human Resource Efficiency of the Garment Companies

Garment Companies

Human Resource Efficiency Very Low Moderate High Very Total
- low high
Efficiency of Staffing
- Cost per hire 38 292 53.8 85 4.7 100.0(106)
(33.3)

Efficiency of Training and Development

- Cost per trainee hour 00 245 604 104 4.7 100.0(106)
(24.5)

Efficiency of Performance Appraisal

- Percentage of performance appraisals 0.0 94 55.7 | 23.6 113} 100.0(106)

completed on time (34.9)

Efficiency of Compensation and Benefits

- Labor cost per revenue 38 274 453 123 113 100.0(106)
(31.2)

Efficiency of Safety and Health

- Cost of injuries 472 340 15.1 3.8 0.0 100.0(106)
(81.0)

Efficiency of Labor Relations

- Cost per grievance 55.7 31.1 13.2 00 0.0 100.0(106)
(86.8)

X =3.47 S.D.=0.46 Min =2.67 Max =4.67

Table 4.14 gives the opinions on the level of human resource efficiency
of the electronics companies. The mean score of the efficiency of the human resource
function is 3.51. This indicates a relatively low level of efficiency in almost all human
resource activities.

The results show that only 3.8 percent of the respondents perceive the
efficiency of staffing and compensation system as indicated by low cost per hire and
low labor cost per revenue. About 11 percent view that their human resource function
performs training and development activities in an efficient manner, indicated by low
level of cost per trainee hour. Approximately 37 percent perceive the efficiency of the
human resource function in the area of performance appraisals, indicated by high and
very high percentages of performence appraisals completed on time. However, almost
70 percent of the respondents view that the electronics companies are relatively efficient
in delivering safety and health and labor relations activities, shown by low levels of

Costs.
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Table 4.14 Human Resource Efficiency of the Electronics Companies

Electronics Companies
Human Resource Efficiency Very Low Moderate High Very Total
low high
Efficiency of Staffing
- Cost per hire 0.0 3.8 829 133 0.0 100.0(105)
: (3.8)
Efficiency of Training and Development
- Cost per trainee hour 0.0 10.5 486 41.0 0.0 100.0(105)
(10.5)
Efficiency of Performance Appraisal
- Percentage of performance appraisals 0.0 0.0 629 | 314 57 |100.0(105)
completed on time (37.1)
Efficiency of Compensation and Benefits
- Labor cost per revenue 0.0 38 543 362 57 1000 (105)
(3.8)
Efficiency of Safety and Health
- Cost of injuries 21.0 448 29.5 4.8 0.0 100.0(105)
(65.8)
Efficiency of Labor Relations
- Cost per grievance 286 40.0 28.6 29 0.0 100.0(105)
(68.6)

X=3.51 S.D.=043 Min =2.67 Max =4.77

4.2.4 Variables of the Human Resource System

4.2.4.1 High-Performance Work System Adoption

Table 4.15 presents the opinions on the adoption of the high-performance
work system in the garment companies. The adoption of this system is indicated by
high and very high levels of the use of each practice. The mean score is 3.33, indicating
a moderate use of several high-performance work practices in these companies. Thus,
the interpretation is that the garment companies are not likely to make broader use of the
high-performance work practices in the firms.

As can be seen, 67 percent the respondents agree that their firms have
implemented selective hiring practices to find the most suitable persons for the firms.
Approximately 47 percent report the use of various means to reduce status differences
among employees such as dress codes, language, and office arrangements. However,

only 31.1 percent perceive that the firms provide extensive training and development for
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employees. In addition, merely 23.6 percent of the respondents view that their firms pay

employees contingent on firm performance.

Table 4.15 High-Performance Work System Adoption of the Garment Companies

Garment Companies

High-Performance Work Very Low Moderate High Very Total
System Adoption low high

Selective hiring 0.0 0.0 330 | 632 3.8]| 100.0(106)
. (67.0)

Compensation contingent on 4.7 15.1  56.6 23.6 0.0 | 100.0(106)
organizational performance (23.6)

Extensive training 0.0 85 604 | 31.1 0.0] 100.0(106)
@BLD

Reduction of status differences 1.9 94 415 396 7.5| 100.0(106)
47.1)

X=333 S.D.=0.44 Min = 2.50 Max =4.25

The opinions on the adoption of the high-performance work system of
the electronics companies are given in Table 4.16. The mean score of high-performance
work system adoption in the firms is 3.56, indicating a moderate level of adoption. The
electronics companies, thus, are less likely to use the high-performance work practices
in a great extent.

As can be seen, almost 63 percent of the respondents perceive that their
firms have implemented high-performance work practices in the area of selective hiring.
They view that their firms recruit new staff selectively to find the most suitable persons.
About 57 percent view that their firms provide extensive training and development to
elicit the necessary competencies and behaviors required for business success and use
various means to reduce status differences among employees, such as dress codes,
language, and office arrangements. Furthermore, 56.2 percent view that their firms pay

employees contingent on firm performaice.
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Table 4.16 High-Performance Work System Adoption of the Electronics Companies

Electronics Companies

High-Performance Work Very Low Moderate High Very Total
System Adoption low high

Selective hiring 0.0 0.0 43.8 56.2 0.0 |100.0(105)
(56.2)

Compensation contingent on 0.0 6.7 36.2 | 57.1 0.0 | 100.0 (105)

organizational performance (57.1)

Extensive training 0.0 3.8 333 58.1 4.8 |100.0(105)
62.9)

Reduction of status differences 0.0 86 343 | 524 4.8 | 100.0(105)
(57.2)

X=356  SD.=047  Min=244  Max=5.00

Overall, the results indicate that the electronics companies make broader
use of high performance work practices (Mean score = 3.56) than do the garment
companies (Mean score = 3.33.)

4.2.4.2 External Alignment

Table 4.17 provides the opinions on the level of the external alignment of
the human resource system of the garment companies. This alignment is the congruence
between human resource practices and the firm’s strategies. It is indicated by high and
very high levels of the fit between each human resource activity and the firm’s
strategies.

As demonstrated by the data in this table, the mean score of the
alignment is 3.40, indicating a moderate level of the alignment between human resource
practices and the strategies of the garment companies. Then, the interpretation is that
the external alignment of the human resource system of the garment companies has
achieved a relatively low level.

The data indicates that more than half of the respondents perceive the
alignment between recruitment and selection and the firm’s strategies (53.7 percent) and
the alignment between organizational communication and the firm’s strategies (57.5
percent). Approximately 43 percent report the congruence between training and

development activities and the firm’s strategies. However, only 25.5 percent of the



143

respondents indicate the alignment between organization design and the firm’s

strategies.

Table 4.17 External Alignment of the Human Resource System of the Garment

Companies

Garment Companies

External Alignment Very Low Moderate High Very  Total
low high
Alignment between recruitment and selection 0.0 1.9 443 | 443 9.4 |100.0(106)
and the firm’s strategies (53.7)
Alignment between training and development 0.0 94 472 | 406 2.8 }100.0(106)
and the firm’s strategies (43.4)
Alignment between performance appraisal 0.0 57 575 ] 340 2.8 [100.0(106)
and the firm’s strategies (36.8)
Alignment between compensation and 00 104 585} 283 2.8 |100.0(106)
benefits and the firm’s strategies (31.1)
Alignment between organization design 00 57 6891 198 5.7 |100.0(106)
and the firm’s strategies (25.5)
Alignment between organization 00 00 4251 547 2.8 |100.0(106)
communication and the firm’s strategies (57.5)

X =340 S.D.=0.48 Min=2.33 Max = 4.83

The opinions on the level of the external alignment of the human resource
system of the electronics companies are provided in Table 4.18. The data show that the
level ‘of the alignment between human resource practices and the strategy of the
electronics companies is at a moderate level (Mean score = 3.53). This indicates a
slightly low level of the external alignment of the human resource system.

As can be seen, over half of the respondents perceive the alignment
between training and development and the firm’s strategies (63.8 percent), the alignment
between performance appraisal and the firm’s strategies (57.1 percent), the alignment
between compensation and benefits and the firm’s strategies (54.3 percent), and the
alignment between staffing and the firm’s strategies (53.3 percent).
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Table 4.18 External Alignment of the Human Resource System of the Electronics

Companies

Electronics Companies

External Alignment Very Low Moderate High Very Total
low high
Alignment between recruitment and selection 0.0 29 438 | 47.6 5.7 ] 100.0(105)
and the firm’s strategies (53.3)
Alignment between training and development 0.0 29 33.3 | 581 5.7 1 100.0 (105)
and the firm’s strategies (63.8)
Alignment between performance appraisal 0.0 5.7 37.1 (514 57| 100.0 (105)
and the firm’s strategies (57.1)
Alignment between compensation and 00 152 30.5 |429 114} 100.0(105)
benefits and the firm’s strategies (54.3)
Alignment between organization design 00 124 419 | 38.1 7.6 | 100.0 (105)
and the firm’s strategies 45.7)
Alignment between organization 0.0 7.6 438 1429 5.7 | 100.0 (105)
communication and the firm’s strategies (48.6)

X=353 SD.=062  Min=200  Max=5.00

On the whole, the external alignment of the electronics companies (Mean
score = 3.53) is higher than that of the garment companies (Mean score = 3.40).

4.2.4.3 Internal Alignment

Table 4.19 presents the opinions on the internal alignment of the human
resource system of the garment companies. This alignment indicates the congruence
within the human resource system, consisting of the alignments within groups and
between groups of human resource practices. The internal alignment of the human
resource system is indicated by high and very high scores on each dimension of the
alignment. As can be seen, the mean score of the internal alignment is 3.34, indicating a
moderate level of congruence within the human resource system. This designates a
relatively low level of the internal alignment.

The results also indicate that almost 40 percent of the respondents
perceive that staffing activities fit training and development activities and that

performance appraisal suits the reward system. In addition, almost 38 percent view that
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organization and work design fit organizational communication. These fits show the
alignment within groups of human resource practices.

In addition, approximately 37 percent of the respondents indicate that the
performance appraisal and reward systems of the firms are consistent with the training
and development system and that the training and development system matches
organization and work design. However, only 22.6 percent agree that performance
appraisal and reward system fit organization and work design. These fits represent the

alignment between groups of human resource practices.

Table 4.19 Internal Alignment of Human Resource System of the Garment Companies

Garment Companies

Internal Alignment Very Low Moderate High Very Total
low high

Alignment within groups of HR practices

- Alignment within the group of 0.0 0.0 60.4 | 349 4.7 }100.0(106)
competency-generating practices (39.6)

(Recruit. & Select. — Training & Devl.)

- Alignment within the group of 00 75 528 {368 2.8 |100.0(106)
competency-reinforcing practices (39.6)

(Performance Appraisal — Reward)

- Alignment within the group of 00 75 547 {349 28 |100.c(106)
competency-sustaining practices 31D

(Org. and Work Design — Org.Comm.)
Alignment between groups of HR practices

- Alignment between groups of 00 57 575 1330 3.8 |100.0(106)
competency-generating and (36.8)

competency- reinforcing practices

(Performance Appraisal and Reward —

Training & Devl.)

- Alignment between groups of 00 175 69.8 160 6.6 |100.0(106)
competency-reinforcing and (22.6)

competency-sustaining practices
(Performance Appraisal and Reward —
Org. and Work Design)

- Alignment between groups of 00 75 557 1302 6.6 }100.0(i06)
competency-sustaining and (36.8)
competency-generating practices

(Training & Devl.- Org. and Work Design)

X=334 SD.=054 Min=200 Max=483
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Table 4.20 presents the opinions on the alignment of the human
resource system of the electronics companies. The mean score of the internal alignment
is 3.38, indicating a moderate level of congruence within the human resource system.
Thus, the results designate a relatively low level of the internal alignment.

As revealed by the table, approximately 57 percent perceive the
congruence between performance appraisal and the reward system. Around 46 percent
of the respondents view that organization and work design fit organizational
communication. Almost 42 percent agree that staffing activities suit training and
development activities. All of these fits show the alignment within groups of human
resource practices in the electronics companies.

In addition, around 40 percents indicate that performance appraisal and
reward systems of the firms fit the training and development system and that the training
and development system matches organization and work design. Especially noteworthy
is the alignment between performance management system and training and
development that a majority of the respondents (91.4 percent) report this fit. All of

these fits represent the alignment between groups of human resource practices.
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Table 4.20 Internal Alignment of the Human Resource System of the Electronics

Companies

Electronics Companies

Internal Alignment Very Low Moderate High Very Total
low high

Alignment within groups of HR practices

- Alignment within the group of 0.0 114 46.7 41.9 0.0 100.0 (105)
competency-generating practices (41.9)

(Recruit. & Select. — Training & Devl.)

- Alignment within group of 2.9 8.6 314 57.1 0.0 100.0 (105)
competency-reinforcing practices (57.1)

(Performance Appraisal — Reward)

- Alignment within group of 0.0 5.7 48.6 |45.7 0.0 100.0 (105)
competency-sustaining practices 45.7)

(Org. Design — Org.Comm.)
Alignment between groups of HR practices

- Alignment between groups of 0.0 0.0 86 1438 47.6| 100.0(105)
competency-generating and 91.4)
competency- reinforcing practices

(Performance Appraisal and Reward —

Training & Devl.)
- Alignment between groups of 0.0 8.6 49.5 | 419 00| 100.0(105)
competency-reinforcing and 419

competency-sustaining practices
(Performance Appraisal and Reward —

Org. and Work Design)
- Alignment between groups of 0.0 29 533 | 438 0.0 100.0 (105)
competency-sustaining and (43.8)

competency-generating practices
(Training & Devl.- Org. and Work Design)

X=338 SD.=053  Min=200  Max=4.00

Overall, the results indicate that the electronics companies have achieved
a higher degree of the internal alignment (Mean score = 3.38), compared to that of the
garment companies (Mean score = 3.34). However, the mean scores of both garment
and electronics companies designate the possible misalignment within the human

resource system.
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4.2.5 Variables of Human Resource Qutcomes

4.2.5.1 Strategic Human Resource Deliverables

Table 4.21 presents the opinions on the degree of generated strategic
human resource deliverables that help execute the strategies of the garment companies.
Six human resource outcomes significant for the garment companies include speed,
shared mindset, accountability, collaboration, learning, and efficiency. The existence of
these deliverables in the firms is indicated by high and very high scores on each
deliverable.

The mean score of the strategic human resource deliverables generated in
the firm is 3.37, indicating moderate levels of these outcomes. Thus, the interpretation
is that these deliverables exist in the garment firms in a relatively low level. Almost 58
percent of the respondents indicate that the employees are able to collaborate in ways
that gain efficiency. In addition, around 40 percent perceive that their firms have a
culture that reflects the standpoint of the organization shared by employees; that the
employees hold disciplines that result in high performance; and that their firms are good
at managing costs of operation. Of greater concern of the garment companies is
learning capability. Merely 26 percent of the respondents report the existence of

learning capability in the firms.

Table 4.21 Strategic Human Resource Deliverables of the Garment Companies

Garment Companies

Strategic Human Very Low Moderate High  Very Total
Resource Deliverables low high

Speed 6.6 6.6 50.9 35.8 0.0 100.0 (106)
(35.8)

Shared mindset 0.0 2.8 53.8 33.0 10.4 100.0 (106)
43.4)

Accountability 0.0 15 50.9 35.8 5.7 100.0 (106)
(41.5)

Collaboration 0.0 4.7 37.7 51.9 5.7 100.0 (106)
(57.6)

Learning 00 15.1 58.5 23.6 2.8 100.0 (106)
(26.3)

Efficiency 00 75 519 32.1 8.5 100.0 (106)
(40.6)

X=337 S.D.=0.54 Min = 2.00 Max = 4.67
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Table 4.22 shows the opinions on the degree of generated strategic
human resource deliverables that help execute the strategies of the electronics
companies. A group of human resource outcomes, including speed, shared mindset,
accountability, collaboration, learning, and efficiency are considered the strategic
human resource deliverables of the electronics companies.

As shown in Table 4.22, the mean score of the strategic human resource
deliverables generated in the firm is 3.58, indicating moderate levels of these outcomes
existing in the firms. Thus, these strategic human resource deliverables are likely to
exist in the electronics companies in a relatively low level.

Over half of the respondents view that the electronics firms have a
culture that reflects a standpoint of the organization that is shared by employees (62.9
percent) and that the employees are able to collaborate in ways that gain efficiency (61.9
percent). In addition, approximately 50 percent of the respondents perceive that the
employees are good at the disciplines that result in high performance; that the
employees are able to generate new ideas with impact; and that the firms are good at

managing cost of operation.

Table 4.22 Strategic Human Resource Deliverables of the Electronics Companies

Electronics Companies

Strategic Human Very Low Moderate High Very Total
Resource Deliverables low high

Speed 0.0 5.7 50.5 38.1 5.7 100.0 (105)
(43.8)

Shared mindset 0.0 5.7 314 48.6 14.3 100.0 (105)
(62.9)

Accountability 0.0 5.7 43.8 40.0 10.5 100.0 (105)
(50.5)

Collaboration 0.0 0.0 38.1 56.2 5.7 100.0 (105)
(61.9)

Learning 0.0 7.6 41.0 45.7 5.7 100.0 (105)
(51.4)

Efficiency 0.0 0.0 47.5 44.7 7.8 100.0 (103)
(52.5)

X=3.58 S.D.=0.49 Min =2.67 Max = 5.00




150

Overall, the results indicate that the electronics companies have achieved
a higher degree of generated strategic human resource deliverables (Mean score = 3.58),
compared to that of the garment companies (Mean score = 3.37). However, the mean
scores designate a relatively low level of strategic human resource deliverables existing

in the garment and electronics companies.

4.3 Results of Hypothesis Testing

This section of this study presents the statistical analysis of the research
hypotheses of the garment and electronics companies. Evaluations of multicollinearity
are first examined, followed by the hypothesis testing of the garment and electronics

companies, respectively.

4.3.1 Evaluations of Multicollinearity

Multiple regression procedures assume the absence of multicollinearity.
Multicollinearity occurs when two or more of the predictor variables are highly
intercorrelated, thus producing an unstable regression equation (Cone and Foster, 1998:
193). Multicollinearity among variables is examined by the correlation of matrix for the
independent variables. The presence of a high correlation of above 0.5 is the first
identification of multicollinearity (Pichit Pitakthepsombat, 2005: 548). However,
Suchart Prasith-Rathsint (1997) and Hair et al. (1998) argue that the presence of a
correlation of 0.8 and above indicates multicollinearity problem.

Table 4.23 presents the results of the correlation analysis of the independent
variables of the garment companies. It is found that the correlation coefficients range
from 0.217 at the 0.05 level of significance to 0.582 at the 0.01 level of significance.
Table 4.24 displays the results of the correlation analysis of the predictor variables of
the electronics companies. The correlation coefficients range from 0.212 at the 0.05
level of significance to 0.584 at the 0.01 level of significance. The results indicate the
correlation of above 0.5 between several independent variables, indicating the
possibility of multicollinearity problem. However, all variables in this study are

important for explaining strategic human resource management effectiveness. Omission
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variables are then used for further analysis.

Table 4.23 Correlation Analysis Matrix of Variables: The Garment Companies

¢ . 2 ¢
§ _§ % % g%
£5 i3 2: 32 i i85 53 &
Strategic Human 1.000 .386*%* .510**  ,509** 505** 305** .386** 450**
Resource
Competencies
Technical Human 1.000 A84%* 307 409**  412*%* 392** 235*
Resource
Competencies
High-Performance 1.000  .313**  .582%* 181 S15%* 359 %>
Work System
Adoption
External 1.000 392+ 114 433** 390**
Alignment
Internal 1.000 217* 324** .500**
Alignment
Human Resource 1.000 298** 408**
Efficiency
Strategic Human 1.000 578**
Resource
Deliverables
Strategic Human 1.000
Resource
Management
Effectiveness

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

* Correlation is significant at the 0.05 level (2-tailed).

All
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Table 4.24 Correlation Analysis Matrix of Variables: The Electronics Companies

£ ¢ f £ g
3 5 s s g
I i i
: i i : $E 55
E: : E E 2 H £ 3 £ :
Z 3 =0 g 2 - - g . - 2 §
g 8 s 8 5 < s & - & o 2 8 2 E
g2 s 3 5 £ E g E s 3 g ? e
£ g t 3§ 58 : 2 g 2 EE -] E S
@ Q - & = & o < £ < = & 5 & A =

Strategic Human 1.000  .528**  .481**  .453**  535%*  353%*  475**  .450**

Resource

Competencies

Technical Human 1.000 448**  260**  396**  367** 236* 235*

Resource

Competencies

High-Performance 1.000  .457**  479**  394%*  534%*  350%*

Work System

Adoption

External 1.000 S584** 212* A55%*  390**

Alignment

Internal 1.000  .270**  .581**  .500**

Alignment

- Human Resource 1.000 272 A408**

Efficiency

Strategic Human 1.000  .578**

Resource Deliverables

Strategic Human 1.000

Resource

Management

Effectivencss

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

* Correlation is significant at the 0.05 level (2-tailed).
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4.3.2 Results of Hypothesis Testing for the Garment Companies

This part examines the relationships of variables proposed in the conceptual
framework. Regression analyses were employed to test the six hypotheses. The
findings from a series of regression analyses are combined to form a path model of the

strategic human resource management effectiveness of the garment companies.

Hypothesis 1: The level of strategic human resource deliverables that help
execute the firm’s strategies is more likely to be positively related to the degree of the

strategic human resource management effectiveness of the firm.

Table 4.25 presents the results of the regression analysis of the strategic human
resource deliverables and strategic human resource management effectiveness of the
garment companies. As can be seen, strategic human resource deliverables significantly
affect strategic human resource management effectiveness at the 0.05 level of
significance. The coefficient of determination, R? is 0.509. The interpretation is that
strategic human resource deliverables explain 51 percent of the variation in strategic
human resource management effectiveness. The statistical values from the regression

analysis can be presented in the following structural equation.

SHRMEF = .714* SHRDL ...cooviiiiriiiiiiieeiecnevereneeneeanss Equation 1
where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRDL = Strategic Human Resource Deliverables

The results show that strategic human resource deliverables positively affect
strategic human resource management effectiveness (Beta = 0.714). The direct
influence of strategic human resource deliverables on strategic human resource
management effectiveness implies that if the garment companies generate more
strategic human resource deliverables—speed, shared mindset, learning, accountability,
collaboration, and efficiency—that help achieve the firm’s strategies, the firms tend to
achieve a higher level of strategic human resource management effectiveness.
Examples of strategic human resource management effectiveness include achieving

high level of profit per employee and productivity and low levels of turnover and
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absenteeism. The results are consistent with the theoretical arguments of the HR
scorecard by Becker et al. (2001) and the workforce scorecard by Huselid et al. (2005).
Thus, hypothesis one is supported.

Table 4.25 Regression Analysis of the Strategic Human Resource Deliverables and

Strategic Human Resource Management Effectiveness of the Garment

Companies
Variables B T Significance T
Strategic human resource deliverables 714 10.390 .000
(Constant) 618 2.776 .007

R=.714 R*=.509 Adjusted R* = 505

Hypothesis 2: The levels of high-performance work system adoption, the
external alignment (the alignment between the human rescurce system and the firm’s
strategies), the internal alignment (the alignment within the human resource system),
and human resource efficiency are more likely to be positively related to the degree of

generated strategic human resource deliverables that help execute the firm’s strategies.

Table 4.26 displays the results of regressing the four independent factors
relating to the human resource function and system against the strategic human resource
deliverables of the garment companies. As revealed by the table, the effects of high-
performance work system adoption, external alignment, internal alignment, and human
resource efficiency significantly affect strategic human resource deliverables at the 0.05
level of significance. The coefficient of determination, R? is 0.538. This means that
this model can explain 54 percent of the variance in strategic human resource
deliverables. The statistical values from regression analysis are shown in the following

structural equation.

SHRDL = .368* HPWSA+ .285* EXTAL+ .270* INTAL+ .265* HREFC........
............... Equation 2
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where; SHRDL = Strategic Human Resource Deliverables
HPWSA = High-Performance Work System Adoption
EXTAL = External Alignment
INTAL = Internal Alignment
HREFC = Human Resource Efficiency

Table 4.26 Regression Analysis of the Factors Affecting the Strategic Human Resource

Deliverables of the Garment Companies

Variables B T Significance T
High-Performance Work System  .368 3.631 .000
Adoption
External Alignment 285 2.560 012
Internal Alignment 270 2.741 .007
Human Resource Efficiency 265 3.228 .002
(Constant) -533 -1.293 199

R=.733 R?=.538  Adjusted R®=.519

As can be seen, the results indicate that high-performance work system
adoption is found to be positively related to strategic human resource deliverables (Beta
= 0.368). When the firms implement high-performance work practices, such as
selective hiring and extensive training, it is expected that those human resource
outcomes that support the firm’s strategy implementation will be generated to a greater
degree.

Additionally, the external alignment positively affects strategic human resource
deliverables (Beta = 0.285). The interpretation is that if the human resource system is
aligned with the firm’s strategies, strategic human resource deliverables will be more
greatly generated. The internal alignment of the human resource system also positively
contributes to strategic human resource deliverables (Beta = 0.270). The congruence of
all human resource practices will help generate human resource outcomes that help to
achieve the firm’s strategies. Likewise, the results show that human resource efficiency

significantly affects strategic human resource deliverables (Beta = 0.265). The delivery
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of human resource activities in cost and time-efficient manners will contribute to
generating strategic human resource deliverables.

Of the four factors, high-performance work system adoption is the most
important in explaining the variance in strategic human resource deliverables (Beta =
0.368), followed by external alignment (Beta = 0.285). The results are consistent with
the theoretical perspectives of Becker et al. (2001) and Huselid <t al. (2005), and the
empirical evidence of Huselid et al. (2005). Thus, hypothesis two is substantiated.

Hypothesis 3: The degree of strategic human resource competencies is more

likely to be positively related to the degree of high-performance work system adoption.

Table 4.27 shows the results of the regression analysis of the strategic human
resource competencies and high-performance work system adoption of the garment
companies. As can be seen, strategic human resource competencies significantly affect
high-performance work system adoption at the 0.05 level of significance. The
coefficient of determination, R?, is 0.419. This result means that about 42 percent of the
variance in the high-performance work system adoption in the garment firms can be

explained by strategic human resource competencies. The structural equation is the

following.
HPWSA = .647* SHRCP.......ccoiniiriiiiiniriinccetcneeesanecane Equation 3
where; HPWSA = High-Performance Work System Adoption

SHRCP

Strategic Human Resource Competencies

Table 4.27 Regression Analysis of the Strategic Human Resource Competencies and
High-Performance Work System Adoption of the Garment Companies

Variables B T Significance T
Strategic Human Resource .647 8.661 .000
Competencies
(Constant) 1.512 7.096 .000

R =.647 R?=.419  Adjusted R? = 413
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As demonstrated by the data, strategic human resource competencies is found to
be positively correlated to high-performance work system adoption (Beta = 0.647). This
indicates that high-performance work practices aiming to enhance employee knowledge,
skills, and abilities, and to increase employee motivation and participation, tend to be
implemented in the garment firms whose human resource professionals possess strategic
human resource competencies: The findings are consistent with the theoretical
perspectives of Becker et al. (2001) and Huselid et al. (2005), and the empirical study of
Huselid et al. (1997). Thus, hypothesis three is supported.

Hypothesis 4: The degree of strategic human resource competencies is more
likely to be positively related to the degree of the external alignment (the alignment

between the human resource system and the firm’s strategies).

Table 4.30 presents the results of the regression analysis of the strategic human
resource competencies and the alignment between the human resource system and the
firm’s strategies of the garment companies. As can be seen, strategic human resource
competencies significantly affect the external alignment at the 0.05 level of significance.
The coefficient of determination, R, is 0.528. The interpretation is that strategic human
resource competencies explain about 53 percent of the variation in the alignment
between the human resource system and the firm’s strategies of the garment companies.
The statistical values from the regression analysis can be presented in the following

structural equation.
EXTAL = .726% SHRCP......cceireiiriiririreeenerneeeeteeneeneeneennens Equation 4

where; EXTAL = External Alignment
SHRCP = Strategic Human Resource Competencies
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Table 4.28 Regression Analysis of the Strategic Human Resource Competencies and

External Alignment of the Garment Companies

Variables B T Significance T
Strategic Human Resource 726 10.778 .000
Competencies
(Constant) 932 4.085 .000

R=.726 R’=.528  Adjusted R*=.523

As can be seen, the results indicate that strategic human resource competencies
are positively related to the alignment between the human resource system and the
firm’s strategies of the garment companies (Beta = 0.726). Thus, the strategic human
resource competencies of the human resource professionals contribute to the design of
the human resource system that is integrated with the business strategy. The findings
are consistent with the theoretical perspectives of Becker et al. (2001) and Huselid et al.

(2005). Therefore, hypothesis four is confirmed.

Hypothesis 5: The level of strategic human resource competencies is more likely
to be positively related to degree of the internal alignment (the alignment within the

human resource system).

Table 4.29 displays the results of regressing the strategic human resource
competencies against the internal alignment of the human resource system of the
garment companies. As can be scen, strategic human resource competencies
significantly affect the internal alignment at the 0.05 level of significance. The
coefficient of determination, R2, is 0.607. This means that strategic human resource
competencies can explain about 61 percent of the variance in the internal alignment.
The statistical values from the regression analysis are shown in the following structural

equation.

INTAL = .779%* SHRCP.......ccouviiniiiniiiiiiiiiieieeeneeeeneeneean. Equation 5
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where; INTAL
SHRCP

Internal Alignment

Strategic Human Resource Competencies

Table 4.29 Regression Analysis of Strategic Human Resource Competencies and

Internal Alignment of the Garment Companies

Variables i} T Significance T

Strategic Human Resource 779 12.674 .000
Competencies
(Constant) .635 2.939 .004

R=.779 R*=.607  Adjusted R?=.603

The results indicate that strategic human resource competencies are positively
correlated with the internal alignment of the human resource system (Beta = 0.779).
The interpretation is that the strategic human resource competencies of human resource
professional contribute to the design of human resource practices that fit together in
order to produce a coherent human resource system. The results are consistent with the
theoretical perspectives of Becker et al. (2001) and Huselid et al. (2005). Thus,
hypothesis five is supported.

Hypothesis 6: The level of technical human resource competencies is more likely

to be positively related to the level of human resource efficiency.

Table 4.30 provides the results of the regression analysis of technical human
resource competencies and human resource efficiency in the garment companies. The
regression analysis reveals that technical human resource competencies significantly
predict human resource efficiency at a statistically significant level of 0.05. The
coefficient of determination, R?, is 0.225. This means that technical human resource
competencies can explain about 23 percent of the variance in human resource efficiency.
The statistical values from regression analysis are shown in the following structural

equation.
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HREFC = A474* TECCP.....couvtrriiiiiiiiieeeeee e, Equation 6

where; HREFC
TECCP

Human Resource Efficiency

Technical Human Resource Competencies

Table 4.30 Regression Analysis of Technical Human Resource Competencies and

Human Resource Efficiency of the Garment Companies

Variables B T Significance T
Technical Human Resource 474 5.487 .000
Competencies
(Constant) 2.137 8.704 .004

R=.474 R%= 225 Adjusted R* = 217

As can be seen, technical human resource competencies are positively related to
human resource efficiency (Beta = 0.474). The higher the level of technical human
resource competencies of human resource professionals, the higher level of the
efficiency of the human resource functions in delivering human resource activities. The
findings are consistent with the study of Huselid et al. (1997). Thus, hypothesis six is
substantiated.

In addition, the correlation analysis matrix in Table 4.23 indicates the
relationships of various variables and strategic human resource management
effectiveness. These results are the first identification of possible direct effects of these
variables on strategic human resource management effectiveness, apart from the direct
effects of the strategic human resource deliverables on strategic human resource
management effectiveness based on the literature. Thus, more regression analyses were
employed to examine whether the six variables—high-performance work system
adoption, external alignment, internal alignment, human resource efficiency, strategic
human resource competencies, and technical human resource competencies produce the

direct effects on the effectiveness.
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High-Performance Work System Adoption and Strategic Human Resource
Management Effectiveness

Table 4.31 presents the results of the regression analysis of high-performance
work system adoption and the strategic human resource management effectiveness of
the garment companies. As can be seen, high-performance work system adoption
significantly affects strategic human resource management effectiveness at the 0.05
level of significance. The coefficient of determination, R, is 0.150. The interpretation
is that strategic human resource deliverables explain 15 percent of the variation in
strategic human resource management effectiveness. The statistical values from the

regression analysis can be presented in the following structural equation.

SHRMEF = .388* HPWSA ....cccoviiiiiiiiieieiieeeeeeneeeeeeeennn. Equation 7

where; SHRMEF
HPWSA

Strategic Human Resource Management Effectiveness

i

High-Performance Work System Adoption

Table 4.31 Regression Analysis of High-Performance Work System Adoption and

Strategic Human Resource Management Effectiveness of the Garment

Companies
Variables B T Significance T
High-Performance Work System 388 4.291 .000
Adoption
(Constant) 1.228 3.133 .000

R =.388 R’=.150  Adjusted R*=.142

The results show that high-performance work system adoption positively affects
strategic human resource management effectiveness (Beta = 0.388).  The
implementation of a bundle of human resource practices designed to maximize the
performance of employees will contribute to the achievement of the strategic human

resource management effectiveness of the garment companies. Thus, the results of
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correlation and regression analyses indicate the direct impact of high-performance work

system adoption on strategic human resource management effectiveness.

External Alignment and Strategic Human Resource Management Effectiveness

Table 4.32 exhibits the results of the regression analysis of the external
alignment and the strategic human resource management effectiveness of the garment
companies. As revealed by the table, the alignment between human resource practices
and the firm’s strategies significantly affects strategic human resource management
effectiveness at the 0.05 level of significance. The coefficient of determination, R2, is
0.079. The external alignment can explain about eight percent of the variation in
strategic human resource management effectiveness. The statistical values from the

regression analysis can be presented in the following structural equation.

SHRMEF = 282* EXTAL ....ccoceeiiiiriiiii e Equation 8

]

where; SHRMEF
EXTAL

Strategic Human Resource Management Effectiveness

External Alignment

Table 4.32 Regression Analysis of External Alignment and Strategic Human Resource

Management Effectiveness of the Garment Companies

Variables p T Significance T
External Alignment 282 2.994 .003
(Constant) 1.837 5.375 .000

R=.282 R’=.079  Adjusted R>=.070

The results indicate that the external alignment is positively correlated to
strategic human resource management effectiveness (Beta = 0.282). Thus, the
alignment between human resource practices and the firm’s strategies helps facilitate the
achievement of the strategic human resource management effectiveness of the garment
companies. The results of correlation and regression analyses indicate the direct impact

of the external alignment on strategic human resource management effectiveness.
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Internal Alignment and Strategic Human Resource Management Effectiveness

Table 4.33 presents the results of the regression analysis of the internal
alignment and the strategic human resource management effectiveness of the garment
companies. As can be seen, the congruence within the human resource system
significantly affects strategic human resource management effectiveness at the 0.05
level of significance. The coefficient of determination, R? is 0.106. The internal
alignment can explain about 11 percent of the variation in strategic human resource
management effectiveness. The statistical values from the regression analysis can be

presented in the following structural equation.

SHRMEF = .326% INTAL ........coovvvriiiimiineceennneeeeeeeneeenanns Equation 9

where; SHRMEF = Strategic Human Resource Management Effectiveness
INTAL = Internal Alignment

Table 4.33 Regression Analysis of Internal Alignment and Strategic Human Resource

Management Effectiveness of the Garment Companies

Variabies p T Significance T
Internal Alignment 326 8.075 .000
(Constant) 2.334 3.513 .001

R=.326 R?’=.106  Adjusted R>=.097

The results show that the internal alignment is positively related to strategic
human resource management effectiveness (Beta = 0.326). The interpretation is that if
all elements of the human resource system of the garment companies support each other,
the firms tend to achieve a higher level of strategic human resource management
effectiveness. The results of correlation and regression analyses, thus, indicate the
direct effects of the internal alignment on strategic human resource management

effectiveness.
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Human Resource Efficiency and Strategic Human Resource Management
Effectiveness

Table 4.34 shows the results of the regression analysis of human resource
efficiency and the strategic human resource management effectiveness of the garment
companies. As can be seen, the efficiency of the human resource function significantly
affects strategic human resource management effectiveness at the 0.05 level of
significance. The coefficient of determination, R?, is 0.082. Human resource efficiency
can explain about eight percent of the variation in strategic human resource management
effectiveness. The statistical values from the regression analysis can be presented in the

following structural equation.

SHRMEF = .286* HREFC .........cccecitvniriiinrereeeeeevenennes Equation 10

where; SHRMEF
HREFC

Strategic Human Resource Management Effectiveness

Human Resource Efficiency

Table 4.34 Regression Analysis of Human Resource Efficiency and Strategic Human

Resource Management Effectiveness of the Garment Companies

Variables B T Significance T
Human Resource Efficiency 286 3.049 .003
(Constant) 1.837 5.228 .000

R =.286 R’=.082  Adjusted R2=.073

The results indicate that human resource efficiency is positively related to
strategic human resource management effectiveness (Beta = 0.286). The level of the
efficiency of delivering human resource services contributes to the level the strategic
human resource management effectiveness of the garment companies. The results of
correlation- and regression analyses indicate the direct effects of human resource

efficiency on strategic human resource management effectiveness.
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Strategic Human Resource Competencies and Strategic Human Resource
Management Effectiveness

Table 4.35 presénts the results of the regression analysis of strategic human
resource competencies and the strategic human resource management effectiveness of
the garment companies. As can be seen, strategic human resource competencies
significantly affect strategic human resource management effectiveness at the 0.05 level
of significance. The coefficient of determination, R% is 0.192. Strategic human
resource competencies can explain about 20 percent of the variation in strategic human
resource management effectiveness. The statistical values from the regression analysis

can be presented in the following structural equation.

SHRMEF = 483* SHRCP .....cc.ccvuviniviienieneeeeeeeeeeeannnn, Equation 11
where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRCP = Strategic Human Resource Competencies

Table 4.35 Regression Analysis of Strategic Human Resource Competencies and

Strategic Human Resource Management Effectiveness of the Garment

Companies
Variables B T Significance T
Strategic Human Resource 483 4.975 .000
Competencies
(Constant) 1.304 4.025 .000

R =483 R®*=.192  Adjusted R>=.184

The results indicate that strategic human resource competencies are positively
related to strategic human resource management effectiveness (Beta = 0.438). The
possession of strategic human resource competencies of human resource professionals is
likely to contribute to the achievement of the strategic human resource management

effectiveness of the garment companies. The results of correlation and regression
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analyses indicate the direct effects of strategic human resource competencies on

strategic human resource management effectiveness.

Technical Human Resource Competencies and Strategic Human Resource
Management Effectiveness

Table 4.36 exhibits the results of the regression analysis of the technical human
resource competencies and the strategic human resource management effectiveness of
the garment companies. The results indicate that technical human resource
competencies significantly affect strategic human resource managefnent effectiveness at
the 0.05 level of significance. The coefficient of determination, R2, is 0.218; technical
human resource competencies can explain about 21 percent of the variation in strategic
human resource management effectiveness. The statistical values from the regression

analysis can be presented in the following structural equation.
SHRMEF = 467* TECCP ....cevieriiieniriiiiniiiiienieneennneneennens Equation 12

where; SHRMEF = Strategic Human Resource Management Effectiveness

TECCP = Technical Human Resource Competencies

Table 4.36 Regression Analysis of Technical Human Resource Competencies and

Strategic Human Resource Management Effectiveness of the Garment

Companies
Variables p T Significance T
Technical Human Resource 467 5.387 .000
Competencies
(Constant) 1.271 4.157 .000

R = .467 R’=218  Adjusted R*= 211

The results show that technical human resource competencies are positively
related to strategic human resource management effectiveness (Beta = 0.467). The

garment firms tend to achieve a higher level of strategic human resource management
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effectiveness if their human resource professionals possess technical human resource
competencies. The results of correlation and regression analyses, thus, indicate the
direct effects of technical human resource competencies on strategic human resource
management effectiveness.

Furthermore, the relationships between strategic human resource competencies

and technical human resource competencies were further examined.

Strategic and Technical Human Resource Competencies

Table 4.37 presents the results of the regression analysis of technical human
resource competencies and strategic human resource competencies of human resource
professionals in the garment companies. As can be seen, technical human resource
competencies significantly affect strategic human resource competencies at the 0.05
level of significance. The coefficient of determination, R? is 0.102. Technical human
resource competencies can explain about 10 percent of the variation in strategic human
resource management effectiveness. The statistical values from the regression analysis

can be presented in the following structural equation.

SHRCP = 319* TECCP ...cuvviviiiiiiiiiiiiiiiriirc e ceieeee Equation 13

where; SHRCP
TECCP

Strategic Human Resource Competencies

Technical Human Resource Competencies

Table 4.37 Regression Analysis of Technical Human Resource Competencies and

Strategic Human Resource Competencies of the Garment Companies

Variables B T Significance T
Technical Human Resource 319 3.436 .001
Competencies
(Constant) 2.153 9.628 .000

R=.319 R*=.102 Adjusted R* = .093
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The results indicate that technical human resource competencies are positively
related to strategic human resource competencies (Beta = 0.319). The possession of
technical human resource competencies of human resource professionals is likely to
contribute to the achievement of the strategic human resource competencies. The results
of correlation and regression analyses indicate the direct effects of technical human

resource competencies on strategic human resource competencies.

Analysis of Results

The results from a series of multiple regressions are integrated to form a path
model of the factors affecting the strategic human resource management effectiveness of
the garment companies, shown in Figure 4.1.

As can be seen, seven variables produce direct effects on strategic human
resource management effectiveness. The effects of each variable on strategic human
resource management effectiveness vary. Strategic human resource deliverables (Beta =
0.714) produce the strongest direct effects on the effectiveness, followed by strategic
human resource competencies (Beta = 0.483), technical human resource competencies
(Beta = 0.467), and high-performance work system adoption (Beta = 0.388).

Direct Effects | Effects

SHRDL -> SHRMEF

0.714 0.714
HPWSA -> SHRMEF

0.388 0.388
EXTAL -> SHRMEF

0.282 0.282
INTAL -> SHRMEF

0.326 0.326
HREFC -> SHRMEF

0.286 0.286
SHRCPF -> SHRMEF

0.483 0.483

TECCP -> SHRMEF
0.467 0.467
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where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRDL = Strategic Human Resource Deliverables
HPWSA = High-Performance Work System Adoption
EXTAL = External Alignment
INTAL = Internal Alignment
HREFC = Human Resource Efficiency
SHRCP = Strategic Human Resource Competencies
TECCP = Technical Human Resource Competencies

The remainder of the model displays the indirect effects of variables on strategic
human resource management effectiveness. The four intervening variables—high-
performance work system adoption, external alignment, internal alignment, and human
resource efficiency—exert indirect effects on strategic human resource management
effectiveness via strategic human resource deliverables. The decomposition and
calculation of the indirect effects of these four variables on strategic human resource
management effectiveness are the following.

Indirect Effects Effects

HPWS - SHRDL -> SHRMEF

0368 x 0.714 = 0.263
EXTAL - SHRDL - SHRMEF

0285 x 0.714 = 0.203
INTAL - SHRDL -> SHRMEF

0270 x 0.714 = 0.193
HREFC - SHRDL - SHRMEF

0265 «x 0.714 = 0.189

where; SHRMEF = Strategic Human Resource Management Effectiveness

SHRDL = Strategic Human Resource Deliverables

HPWSA = High-Performance Work System Adoption

EXTAL = External Alignment

INTAL = Internal Alignment

HREFC = Human Resource Efficiency
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In addition, strategic human resource competencies also have indirect effects on
strategic human resource management effectiveness via other variables. Three paths
exist from the model. The first path precedes from strategic human resource
competencies to strategic human resource management effectiveness, via high-
performance work system adoption and strategic human resource deliverables. The
second path also precedes from strategic human resource competencies to strategic
human resource management effectiveness, via external alignment and strategic human
resource deliverables. The third path goes from strategic human resource competencies
to strategic human resource management effectiveness, via internal alignment and
strategic human resource deliverables. The decomposition and calculation of indirect
effects of strategic human resource competencies on strategic human resource

management effectiveness are the following.

Indirect Effects Effects

SHRCP > HPWS - SHRDL - SHRMEF

0647 x 0368 x 0714 = 0.170
SHRCP -> EXTAL -> SHRDL -> SHRMEF

0726 x 028 x 0714 = 0.148
SHRCP -> INTAL - SHRDL -> SHRMEF

0779 x 0270 x 0714 = 0.150

Total effects = 0.468
where; SHRMEF = Strategic Human Resource Management Effectiveness

SHRDL = Strategic Human Resource Deliverables

HPWSA = High-Performance Work System Adoption

EXTAL = External Alignment

INTAL = Internal Alignment

SHRCP = Strategic Human Resource Competencies
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Finally, technical human resource competencies indirectly produce effects on
strategic human resource management effectiveness via other variables. Four paths
exist from the model. The first path precedes from technical human resource
competencies to strategic human resource management effectiveness, via human
resource efficiency and strategic human resource deliverables. The second path starts
from technical human resource competencies to strategic human resource management
effectiveness, via strategic human resource competencies, high-performance work
system adoption, and strategic human resource deliverables.

The next path precedes from technical human resource competencies to strategic
human resource management effectiveness, via strategic human resource competencies,
external alignment, and strategic human resource deliverables. The last path goes from
technical human resource competencies to strategic human resource management
effectiveness, via strategic human resource competencies, internal alignment, and
strategic human resource deliverables. The decomposition and calculation of the indirect
effects of technical human resource competencies on strategic human resource

management effectiveness are the following.

Indirect Effects Effects

TECCP -> HREFC -> SHRDL -> SHRMEF

0.474 x 0265 x 0714 = 0.090
TECCP -> SHRCP > HPWS - SHRDL - SHRMEF

0.319 x 0647 x 0368 x 0.714 = 0.054
TECCP -> SHRCP - EXTAL - SHRDL - SHRMEF

0.319 x 0726 x 0285 x 0.714 = 0.047
TECCP -> SHRCP - INTAL - SHRDL -> SHRMEF

0.319 x 0779 x 0270 x 0714 = 0.048

Total effects = 0.239
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where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRDL = Strategic Human Resource Deliverables
HPWSA = High-Performance Work System Adoption
EXTAL = External Alignment
INTAL = Internal Alignment
HREFC = Human Resource Efficiency
SHRCP = Strategic Human Resource Competencies

1

TECCP Technical Human Resource Competencies

Table 4.38 summarizes the forms of effects of various variables on strategic
human resource management effectiveness. Regarding the total effects, strategic human
resource competencies possess the strongest impact on strategic human resource
management effectiveness (Beta = 0.951), followed by strategic human resource
deliverables (Beta = 0.714), and technical human resource competencies (Beta = 0.706).
The total effects of the factors affecting strategic human resource management
effectiveness are 4.501.

With regard to the direct effects, strategic human resource deliverables exert the
highest impacts on the effectiveness (Beta = 0.714), followed by strategic human
resource competencies (Beta = 0.483), and technical human resource competencieg
(Beta = 0.467). External alignment shows the weakest effects of 0.282. The total of
direct effects of variables on strategic human resource management effectiveness is
2.946.

With regard to the indirect effects, strategic human resource competencies have
the most indirect and strongest impacts on strategic human resource management
effectiveness (Beta = 0.468), followed by high-performance work system adoption (Beta
= 0.263), and technical human resource competencies (Beta = 0.239). Human resource
efficiency produces the weakest effects of 0.189. The total of indirect effects of

variables on strategic human resource management effectiveness is 1.555.
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Table 4.38 Summary of Direct, Indirect, and Total Effects of Factors Influencing

Strategic Human Resource Management Effectiveness of the Garment

Companies
Sources of Effect
Variables

Direct Indirect Total
Strategic human resource deliverables 0.714 0.714
High-performance work system adoption 0.388 0.263 0.651
External alignment 0.282 0.203 0.485
Internal alignment 0.326 0.193 0.519
Human resource efficiency 0.286 0.189 0.475
Strategic human resource competencies 0.483 0.468 0.951
Technical human resource competencies 0.467 0.239 0.706
Total 2.946 1.555 4.501
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4.3.2 Results of Hypothesis Testing for the Electronics Companies

This part examines the relationships of variables proposed in the conceptual
framework. Regression analyses were employed to test the six hypotheses. The
findings from a series of regression analyses are combined to form a path model of the

strategic human resource management effectiveness of the electronics companies.

Hypothesis 1: The level of strategic human resource deliverables that help
execute the firm’s strategies is more likely to be positively related to the degree of the

strategic human resource management effectiveness of the firm.

Table 4.39 shows the results of the regression analysis of strategic human
resource deliverables and strategic human resource management effectiveness of the
electronics companies. As can be seen, strategic human resource deliverables
significantly affect strategic human resource management effectiveness at the 0.05 level
of significance. The coefficient of determination, R% is 0.260. This model indicates
that strategic human resource deliverables explain 26 percent of the variation in strategic
human resource management effectiveness. The statistical values from the regression

analysis can be presented in the following structural equation.

SHRMEF = .510% SHRDL ......cotviriieireererieerereerenenneennens Equation 1
where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRDL = Strategic Human Resource Deliverables

The results indicate that strategic human resource deliverables are positively
related strategic human resource management effectiveness (Beta = 0.510). If the
electronics companies generate more strategic human resource deliverables—speed,
shared mindset, learning, accountability, collaboration, and efficiency—the firms tend
to achieve a higher level of strategic human resource management effectiveness:
employee quality, employee productivity, employee stability, and good relationships
between employees and employer. The results are consistent with the theoretical
arguments of the HR scorecard by Becker et al. (2001) and the workforce scorecard by
Huselid et al. (2005). Therefore, hypothesis one is supported.
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Table 4.39 Regression Analysis of the Strategic Human Resource Deliverables and

Strategic Human Resource Management Effectiveness of the Electronics

Companies
Variables B T Significance T
Strategic human resource deliverables 510 6.016 .000
(Constant) 932 6.511 .000

R=.510 R*= 260 Adjusted R* = 253

Hypothesis 2: The levels of high-performance work system adoption, the
external alignment (the alignment between the human resource system and the firm’s
strategies), the internal alignment (the alignment within the human resource system),
and human resource efficiency are more likely to be positively related to the degree of

generated strategic human resource deliverables that help execute the firm’s strategies.

Table 4.40 provides the results of the regression analysis of the four
independent factors relating to the human resource function and system against strategic
human resource deliverables of the electronics companies. As can be seen, high-
performance work system adoption, external alignment, internal alignment, and human
resource efficiency significantly affect strategic human resource deliverables at the 0.05
level of significance. The coefficient of determination, R?, is 0.664. The results
indicate that this model can explain 66 percent of the variance in strategic human
resource deliverables. The statistical values from the regression analysis are shown in

the following structural equation.

SHRDL =.303* HPWSA + .420* EXTAL + .310* INTAL + .147* HREFC......
............. Equation 2
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where; SHRDL = Strategic Human Resource Deliverables
HPWSA = High-Performance Work System Adoption
EXTAL = External Alignment
INTAL = Internal Alignment

HREFC = Human Resource Efficiency

Table 4.40 Regression Analysis of Factors Affecting Strategic Human Resource

Deliverables of the Electronics Companies

Variables B T Significance T
High-Performance Work System  .303 4.722 .000
Adoption
External Alignment 420 4.840 .000
Internal Alignment 310 3.772 .000
Human Resource Efficiency 147 2.406 018
(Constant) .873 2.676 .009

R =815 R>=.664  Adjusted R>=.651

The results indicate that all four variables are positive related to strategic
human resource deliverables. High-performance work system adoption is positively
related to strategic human resource deliverables (Beta = 0.303). The interpretation is
that if the electronics firms implement human resource practices such as selective hiring
and extensive training, the human resource outcomes supporting the firm’s strategy
implementation will be more greatly generated.

Both types of alignment show positive relationships with strategic human
resource deliverables. The external alignment has a positive relationship with strategic
human resource deliverables (Beta = 0.420). The internal alignment of the human
resource system is also positively related to straiegic human resource deliverables (Beta
= 0.310). The interpretation is that if the human resource system fits the firm’s
strategies and the system supports each other, strategic human resource deliverables

will be more generated to a greater extent.
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Of the four factors, external alignment (Beta = 0.420) is the most important in
explaining the variance in strategic human resource deliverables, followed by internal
alignment (Beta = 0.310), high-performance work system adoption (Beta = 0.303), and
human resource efficiency (Beta = 0.147). The results are consistent with the
theoretical perspectives of Becker et al. (2001) and Huselid et al. (2005), and the
empirical evidence of Huselid et al. (2005). Thus, hypothesis two is substantiated.

Hypothesis 3: The degree of strategic human resource competencies is more

likely to be positively related to the degree of high-performance work system adoption.

Table 4.41 shows the results of the regression analysis of the strategic human
resource competencies and high-performance work system adoption of the electronics
companies. As can be seen, strategic human resource competencies significantly affect
high-performance work system adoption at the 0.05 level of significance. The
coefficient of determination, R?, is 0.124. The result means that about 12 percent of the
variance in high-performance work system adoption in the electronics firms can be

explained by strategic human resource competencies. The structural equation is the

following.
HPWSA = 353% SHRCP....ciniiniieiieiitirereeeeieeeeneenenei e e nes Equation 3
where; HPWSA = High-Performance Work System Adoption

SHRCP Strategic Human Resource Competencies

Table 4.41 Regression Analysis of Strategic Human Resource Competencies and High-

Performance Work System Adoption of the Electronics Companies

Variables B T Significance T
Strategic Human Resource 353 3.827 .000
Competencies
(Constant) 2.595 10.160 .000

R =.353 R*=.124 Adjusted R*=.116
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As can be seen, strategic human resource competencies are found to be
positively correlated with high-performance work system adoption (Beta = 0.353). This
indicates that high-performance work practices are likely to be implemented in the firms
whose human resource professionals possess strategic human resource competencies.
The findings are consistent with the theoretical perspectives of Becker et al. (2001) and
Huselid et al. (2005), and the empirical study of Huselid et al. (1997). Thus, hypothesis
three is supported.

Hypothesis 4: The degree of strategic human resource competencies is more
likely to be positively related to the degree of the external alignment (the alignment

between the human resource system and the firm’s strategies).

Table 4.42 presents the results of the regression analysis of the strategic human
resource competencies and the alignment between the human resource system and the
firm’s strategies of the electronics companies. As can be seen, strategic human resource
competencies significantly affect the external alignment at the 0.05 level of significance.
The coefficient of determination, R?, is 0.294. The interpretation is that strategic human
resource competencies explain about 29 percent of the variation in the external
alignment of the electronics companies. The statistical values from the regression

analysis can be presented in the following structural equation.

EXTAL = .542% SHRCP.....cuiiiireriiiinneieeeeeeeeeeeeneeaneaeen Equation 4
where; EXTAL = External Alignment
SHRCP = Strategic Human Resource Competencies

As can be seen, the results indicate that strategic human resource competencies
are positively related to the alignment between the human resource system and the
firm’s strategies of the electronics companies (Beta = 0.542). Thus, the strategic human
resource competencies of human resource professionals contribute to the design of the
human resource system that is integrated with the business strategy. The findings are
consistent with the theoretical perspectives of Becker et al. (2001) and Huselid et al.
(2005). Therefore, hypothesis four is confirmed.
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Table 4.42 Regression Analysis of Strategic Human Resource Competencies and

External Alignment of the Electronics Companies

Variables p T Significance T
Strategic Human Resource 542 6.542 .000
Competencies
(Constant) 1.469 4.603 .000

R =.542 R?’=.294  Adjusted R?= 287

Hypothesis 5: The level of strategic human resource competencies is more likely
to be positively related to degree of the internal alignment (the alignment within the

human resource system).

Table 4.43 displays the results of the regression analysis of the strategic human
resource competencies against the internal alignment of the human resource system of
the electronics companies. As can be seen, strategic human resource competencies
significantly affect the internal alignment at the 0.05 level of significance. The
coefficient of determination, R?, is 0.288. This means that strategic human resource
competencies can explain about 29 percent of the variance in the internal alignment.
The statistical values from regression analysis are shown in the following structural

equation.

INTAL = .537* SHRCP....ccureuriiiiiiiiiiiiitiienieccveeeeeeeeeeeenen Equation 5

where; INTAL
SHRCP

Internal Alignment

Strategic Human Resource Competencies
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Table 4.43 Regression Analysis of the Strategic Human Resource Competencies and

Internal Alignment of the Electronics Companies

Variables B T Significance T
Strategic Human Resource 537 6.461 .000
Competencies
(Constant) 1.624 5.905 .000

R =.537 R?>=.288  Adjusted R? = 281

The results indicate that strategic human resource competencies are positively
related to the internal alignment of the human resource system (Beta = 0.537). The
interpretation is that the strategic human resource competencies of human resource
professionals contribute to the design of human resource practices that fit together in
order to produce a coherent human resource system. The results are consistent with the
theoretical perspectives of Becker et al. (2001) and Huselid et al. (2005). Thus,
hypothesis five is supported.

Hypothesis 6: The level of technical human resource competencies is more likely

to be positively related to the level of human resource efficiency.

Table 4.44 provides the results of the regression analysis of technical human
resource competencies and human resource efficiency in the electronics companies. The
regression analysis reveals that technical human resource competencies significantly
predict human resource efficiency at the statistically significant level of 0.05. The
coefficient of determination, R is 0.418. This means that technical human resource
competencies can explain about 42 percent of the variance in human resource efficiency.
The statistical values from the regression analysis are shown in the following structural

equation.

HREFC = .646* TECCP........c..cevveiiiriiiiiiiiienieeee e eeven e Equation 6
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where; HREFC = Human Resource Efficiency

TECCP = Technical Human Resource Competencies

Table 4.44 Regression Analysis of Technical Human Resource Competencies and

Human Resource Efficiency of the Electronics Companies

Variables p T Significance T
Technical Human Resource .646 8.598 .000
Competencies
(Constant) 1.571 6.899 .000

R =.646 R*=.418  Adjusted R*= 412

As can be seen, technical human resource competencies are positively related to
human resource efficiency (Beta = 0.646). The higher the level of technical human
resource competencies of human resource professionals, the higher the level of the
efficiency of the human resource functions in delivering human resource activities. The
results are consistent with the study of Huselid et al. (1997). Thus, hypothesis six is
substantiated.

Additionally, the correlation analysis matrix in Table 4.24 presents the
relationships of various variables and strategic human resource management
effectiveness. These results are the first identification of possible direct effects of these
variables on strategic human resource management effectiveness, apart from the direct
effects of the strategic human resource deliverables on strategic human resource
management effectiveness based on the literature. Additional regression analyses were
employed to examine whether the six variables—high-performance work system
adoption, external alignment, internal alignment, human resource efficiency, strategic
human resource competencies, and technical human resource competencies—produce

the direct effects on the effectiveness.
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High-Performance Work System Adoption and Strategic Human Resource
Management Effectiveness

Table 4.45 presents the results of the regression analysis of high-performance
work system adoption and the strategic human resource management effectiveness of
the electronics companies. As can be seen, high-performance work system adoption
significantly affects strategic human resource management effectiveness at the 0.05
level of significance. The coefficient of determination, R?, is 0.107. The interpretation
is that strategic human resource deliverables explain only 10 percent of the variation in
strategic human resource management effectiveness. The statistical values from the

regression analysis can be presented in the following structural equation.

SHRMEF = 327* HPWSA .....ccviiiiriiiiiiiiiiiiiiireec e e Equation 7

where; SHRMEF
HPWSA

Strategic Human Resource Management Effectiveness

High-Performance Work System Adoption

Table 4.45 Regression Analysis of High-Performance Work System Adoption and

Strategic Human Resource Management Effectiveness of the Electronics

Companies
Variables B T Significance T
High-Performance Work System 327 3.509 .000
Adoption
(Constant) 2.506 2.506 .001

R =.327 R*=.107  Adjusted R =.098

The results indicate that high-performance work system adoption is positively
correlated to strategic human rescurce management effectiveness (Beta = 0.327). The
use of various high-performance work practices will lead to the strategic human
resource management effectiveness of the electronics companies. Thus, the results of
correlation and regression analyses indicate the direct impact of high-performance work

system adoption on strategic human resource management effectiveness.
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External Alignment and Strategic Human Resource Management Effectiveness

Table 4.46 exhibits the results of the regression analysis of the external
alignment and the strategic human resource management effectiveness of the electronics
companies. As revealed by the table, the alignment between human resource practices
and the firm’s strategies significantly affects strategic human resource management
effectiveness at the 0.05 level of significance. The coefficient of determination, R?, is
0.361. The interpretation is that the external alignment can explain about 36 percent of
the variation in strategic human resource management effectiveness. The statistical
values from the regression analysis can be presented in the following structural

equation.

SHRMEF = .601* EXTAL .......cccceevvinriniiiniiiniieeeeenenen Equation 8

where; SHRMEF = Strategic Human Resource Management Effectiveness
EXTAL

]

External Alignment

Table 4.46 Regression Analysis of External Alignment and Strategic Human Resource

Management Effectiveness of the Electronics Companies

Variables B T Significance T
External Alignment .601 7.636 .000
(Constant) 2.063 9.473 .000

R =.601 R’=.361  Adjusted R?=.355

The results indicate that the external alignment is positively related to strategic
human resource management effectiveness (Beta = 0.601). Thus, the alignment
between human resource practices and the firm’s strategies helps facilitate the
achievement of the strategic human resource management effectiveness of the
electronics companies. The results of correlation-2nd regression analyses indicate the
direct impact of the external alignment on strategic human resource management

effectiveness.
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Internal Alignment and Strategic Human Resource Management Effectiveness

Table 4.47 presents the results of the regression analysis of the internal
alignment and the strategic human resource management effectiveness of the garment
companies. As can be seen, the congruence within the human resource system
significantly affects strategic human resource management effectiveness at the 0.05
level of significance. The coefficient of determination, R% is 0.389. The internal
alignment can explain about 39 percent of the variation in strategic human resource
management effectiveness. The statistical values from the regression analysis can be

presented in the following structural equation.

SHRMEF = .624* INTAL .......coovvvniiinieeeeeeeeeeeeeeen, Equation 9
where; SHRMEF = Strategic Human Resource Management Effectiveness
INTAL = Internal Alignment

Table 4.47 Regression Analysis of Internal Alignment and Strategic Human Resource

Management Effectiveness of the Electronics Companies

Variables i} T Significance T
Internal Alignment .624 8.104 .000
(Constant) 1.828 7.816 .000

R =.624 R’=.389  Adjusted R?=.383

The results indicate that the internal alignment of the human resource system is
positively related to strategic human resource management effectiveness (Beta = 0.624).
Providing that the subsystems of the human resource system of the electronics
companies fit together, the firms are likely to achieve strategic human resource
management effectiveness. The results of correlation and regression analyses, thus,
indicate the direct effects of the alignment within the human resource system on

strategic human resource management effectiveness.



186

Human Resource Efficiency and Strategic Human Resource Management
Effectiveness

Table 4.48 presents the results of the regression analysis of human resource
efficiency and the strategic human resource management effectiveness of the electronics
companies. As can be seen, the efficiency of the human resource function significantly
affects strategic human resource management effectiveness at the 0.05 level of
significance. The coefficient of determination, R?, is 0.272. Human resource efficiency
can explain about 27 percent of the variation in strategic human resource management
effectiveness. The statistical values from the regression analysis can be presented in the

following structural equation.
SHRMEF = 521* HREFC ......c.couuvvireiineeeeeneeeson Equation 10

where; SHRMEF = Strategic Human Resource Management Effectiveness
HREFC = Human Resource Efficiency

Table 4.48 Regression Analysis of Human Resource Efficiency and Strategic Human

Resource Management Effectiveness of the Electronics Companies

Variables B T Significance T
Human Resource Efficiency 521 6.199 .000
(Constant) 2.032 7.465 .000

R =.521 R*=1272  Adjusted R? = 265

The results indicate that human resource efficiency is positively related to
strategic human resource management effectiveness (Beta = 0.521). The level of the
efficiency of delivering human resource activities contributes to the level the strategic
human resource management effectiveness of the electronics companies. The results of
correlation and regression analyses indicate the direct effects of human resource

efficiency on strategic human resource management effectiveness.
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Strategic Human Resource Competencies and Strategic Human Resource
Management Effectiveness
| Table 4.49 presents the results of the regression analysis of strategic human
resource competencies and the strategic human resource management effectiveness of
the electronics companies. As can be seen, strategic human resource competencies
significantly affect strategic human resource management effectiveness at the 0.05 level
of significance. The coefficient of determination, Rz, is 0.197. Strategic human
resource competencies can explain about 20 percent of the variation in strategic human
resource management effectiveness. The statistical values from the regression analysis

can be presented in the following structural equation.

SHRMEF = .444* SHRCP ......ccouvvvnieeeeeneieeeeeeeeeeeo Equation 11
where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRCP = Strategic Human Resource Competencies

Table 4.49 Regression Analysis of Strategic Human Resource Competencies and

Strategic Human Resource Management Effectiveness of the Electronics

Companies
Variables B T Significance T
Strategic Human Resource 444 5.034 .000
Competencies
(Constant) 2.441 9.623 .000

R =.444 R?=.197  Adjusted R?=.190

The results indicate that strategic human resource competencies are positively
related to strategic human resource management effectiveness (Beta = 0.444). The
possession of strategic human resource competencies of human resource professionals is
likely to contribute to the achievement of the strategic human resource management

effectiveness of the electronics companies. The results of correlation and regression
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analyses indicate the direct effects of strategic human resource competencies on

strategic human resource management effectiveness.

Technical Human Resource Competencies and Strategic Human Resource
Management Effectiveness

Table 4.50 exhibits the results of the regression analysis of the technical human
resource competencies and the strategic human resource management effectiveness of
the electronics companies. The results indicate that technical human resource
competencies significantly affect strategic human resource management effectiveness at
the 0.05 level of significance. The coefficient of determination, R?, is 0.1 16; technical
human resource competencies can explain about 12 percent of the variation in strategic
human resource management effectiveness. The statistical values from the regression

analysis can be presented in the following structural equation.

SHRMEF = .340* TECCP .....cccoeevvriineeeeenerenenerneennnn. Equation 12
where; SHRMEF = Strategic Human Resource Management Effectiveness
TECCP = Technical Human Resource Competencies

Table 4.50 Regression Analysis of Technical Human Resource Competencies and

Strategic Human Resource Management Effectiveness of the Electronics

Companies
Variables 1] T Significance T
Technical Human Resource .340 3.675 .000
Competencies
(Constant) 2.731 10.200 .000

R =.340 R*=.116  Adjusted R®=.107

The results show that technical human resource competencies are positively
related to strategic human resource management effectiveness (Beta = 0.340). The

electronics firms tend to achieve a higher level of strategic human resource management
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effectiveness if their human resource professionals possess technical human resource
competencies. The results of correlation and regression analyses, thus, indicate the
direct effects of technical human resource competencies on strategic human resource
management effectiveness.

Additionally, the relationships between strategic human resource competencies

and technical human resource competencies were further examined.

Strategic and Technical Human Resource Competencies

Table 4.51 presents the results of the regression analysis of technical human
resource competencies and strategic human resource competencies of human resource
professionals in the electronics companies. As can be seen, technical human resource
competencies significantly affect strategic human resource competencies at the 0.05
level of significance. The coefficient of determination, Rz, is 0.279. Technical human
resource competencies can explain about 28 percent of the variation in strategic human
resource management effectiveness. The statistical values from the regression analysis

can be presented in the following structural equation.

SHRCP = 528* TECCP .....cceevvrureeieeeeereeniereeeeeeeeneennsenes Equation 13

where; SHRCP
TECCP

Strategic Human Resource Competencies

Technical Human Resource Competencies

Table 4.51 Regression Analysis of Technical Human Resource Competencies and

Strategic Human Resource Competencies of the Electronics Companies

Variables B T Significance T
Technical Human Resource 528 6.307 .000
Competencies
(Constant) 1.620 5.501 .000

R=.528 R*=279  Adjusted R?= 272
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The results indicate that technical human resource competencies are positively
related to strategic human resource competencies (Beta = 0.528). The possession of
technical human resource competencies of human resource professionals is likely to
contribute to the achievement of the strategic human resource competencies. The results
of correlation and regression analyses indicate the direct effects of technical human

resource competencies on strategic human resource competencies.

Analysis of Results

As can be seen in Figure 4.2, the results from a series of multiple regressions are
integrated with form a path model of the factors affecting strategic human resource
management effectiveness of the electronics companies. Seven variables exert direct
effects on strategic human resource management effectiveness. Internal alignment (Beta
= 0.624) produce the strongest direct effects on the effectiveness, followed by external

alignment (Beta = 0.601), and human resource efficiency (Beta = 0.521).

Direct Effect Effects

SHRDL -> SHRMEF

0.510 0.510
HPWSA -> SHRMEF

0.327 0.327
EXTAL -> SHRMEF

0.601 0.601
INTAL -> SHRMEF

0.624 0.624
HREFC -> SHRMEF

0.521 0.521
SHRCP -> SHRMEF

0.444 0.444

TECCP -> SHRMEF
0.340 0.340
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where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRDL = Strategic Human Resource Deliverables
HPWSA = High-Performance Work System Adoption
EXTAL = External Alignment
INTAL = Internal Alignment
HREFC = Human Resource Efficiency
SHRCP = Strategic Human Resource Competencies
TECCP = Technical Human Resource Competencies

The remainder of the model displays the indirect effects of variables on strategic
human resource management effectiveness. The four intervening variables— high-
performance work system adoption, external alignment, internal alignment, and human
resource efficiency—exert indirect effects on strategic human resource management
effectiveness via strategic human resource deliverables. The decomposition and
calculation of the indirect effects of these four variables to strategic human resource

management effectiveness are the following.

Indirect Effects Effects

HPWS - SHRDL -> SHRMEF

0303 «x 0.510 = 0.155
EXTAL -> SHRDL - SHRMEF

0.420 x 0.510 = 0.214
INTAL - SHRDL - SHRMEF

0310 x 0.510 = 0.158
HREFC -> SHRDL -> SHRMEF

0.147 x 0.510 = 0.075

where; SHRMEF = Strategic Human Resource Management Effectiveness

SHRDL = Strategic Human Resource Deliverables

HPWSA = High-Performance Work System Adoption

EXTAL = External Alignment

INTAL = Internal Alignment

HREFC = Human Resource Efficiency
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Furthermore, strategic human resource competencies also have indirect effects
on strategic human resource management effectiveness via other variables. Three paths
exist from the model. The first path precedes from strategic human resource
competencies to strategic human resource management effectiveness, via high-
performance work system adoption and strategic human resource deliverables. The
second path also precedes from strategic human resource competencies to strategic
human resource management effectiveness, via external alignment and strategic human
resource deliverables. The third path goes from strategic human resource competencies
to strategic human resource management effectiveness, via internal alignment and
strategic human resource deliverables. The decomposition and calculation of the
indirect effects of strategic human resource competencies on strategic human resource

management effectiveness are the following.

Indirect Effects Effects

SHRCP -> HPWS - SHRDL -> SHRMEF

0353 x 0303 x 0510 = 0.005
SHRCP -> EXTAL - SHRDL - SHRMEF
0542 x 0420 x 0510 = 0.116
SHRCP -> INTAL - SHRDL - SHRMEF
0537 x 0310 x 0510 = 0.008
Total effects = 0.129
where; SHRMEF = Strategic Human Resource Management Effectiveness

SHRDL = Strategic Human Resource Deliverables
HPWSA = High-Performance Work System Adoption
EXTAL = External Alignment

INTAL = Internal Alignment

SHRCP = Strategic Human Resource Competencies

Finally, technical human resource competencies indirectly produce effects on
strategic human resource management effectiveness via other variables. Four paths
exist from the model. The first path precedes from technical human resource

competencies to strategic human resource management effectiveness, via human
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resource efficiency and strategic human resource deliverables. The second path starts
from technical human resource competencies to strategic human resource management
effectiveness, via strategic human resource competencies, high-performance work
system adoption, and strategic human resource deliverables.

The next path precedes from technical human resource competencies to strategic
human resource management effectiveness, via strategic human resource competencies,
external alignment, and strategic human resource deliverables. The last path goes from
technical human resource competencies to strategic human resource management
effectiveness, via strategic human resource competencies, internal alignment, and
strategic human resource deliverables. The decomposition and calculation of the indirect
effects of technical human resource competencies on strategic human resource

management effectiveness are the following.

Indirect Effects Effects

TECCP - HREFC -> SHRDL - SHRMEF

0.646 x 0147 x 0510 = 0.048
TECCP -> SHRCP > HPWS - SHRDL - SHRMEF
0.528 x 0353 x 0303 x 0510 = 0.029
TECCP -> SHRCP > EXTAL > SHRDL - SHRMEF
0.528 x 0542 x 0420 x 0.510 = 0.061
TECCP -> SHRCP > INTAL - SHRDL - SHRMEF
0.528 x 0537 x 0310 x 0.510 = 0.044
Total effects = 0.182
where; SHRMEF = Strategic Human Resource Management Effectiveness
SHRDL = Strategic Human Resource Deliverables
HPWSA = High-Performance Work System Adoption
EXTAL = External Alignment
INTAL = Internal Alignment
HREFC = Human Resource Efficiency
SHRCP = Strategic Human Resource Competencies

TECCP = Technical Human Resource Competencies
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Table 4.52 summarizes the forms of effects of various variables on strategic
human resource management effectiveness. Regarding the total effects, external
alignment possess the strongest impact on strategic human resource management
effectiveness (Beta = 0.815), followed by human resource efficiency (Beta = 0.596), and
strategic human resource competencies (Beta = 0.573). The total effects of the factors
affecting strategic human resource management effectiveness are 4.044.

According to the direct effects, internal alignment (Beta = 0.624) exert the
highest impacts on the effectiveness, followed by external alignment (Beta = 0.601), and
human resource efficiency (Beta = 0.521). High-performance work system adoption
shows the weakest effects of 0.327. The total of direct effects of variables on the
effectiveness is 3.131. With regard to the indirect effects, external alignment has the
most indirect and strongest impacts on strategic human resource management
effectiveness (Beta = 0.214), followed by technical human resource competencies (Beta
= 0.182), and internal alignment (Beta = 0.158). Human resource efficiency produces
the weakest effects of 0.075. The total of indirect effects of variables on strategic

human resource management effectiveness is 0.913.

Table 4.52 Summary of Direct, Indirect, and Total Effects of the Factors Influencing

Strategic Human Resource Management Effectiveness of the Electronics

Companies
Sources of Effect
Variables

Direct Indirect Total
Strategic human resource deliverables 0.510 0.510
High-performance work system adoption 0.327 0.155 0.482
External alignment 0.601 0.214 0.815
Internal alignment 0.624 0.158 0.782
Human resource efficiency 0.521 0.075 0.596
Strategic human resource competencies 0.444 0.129 _ 0.573
Technical human resource competencies 0.340 0.182 0.522

Total 3.367 0.913 4.280
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4.3.4 Comparative Results of the Hypothesis Testing of the Garment and
Electronics Companies

The findings of the hypothesis testing of the garment and electronics companies
are relatively similar. All six hypotheses are substantiated at the 0.05 level of
significance, confirming the applicability of the conceptual framework of strategic
human resource management effectiveness proposed in this study. However, the effects
of variables on the strategic human resource management effectiveness differ between
the garment and electronics firms.

In the garment companies, strategic human resource deliverables have a direct
effect of 0.714 on strategic human resource management effectiveness, higher than that
of 0.510 of the electronics firms. Strategic human resource deliverables can explain 51
percent of the variation in the strategic human resource management effectiveness of the
garment companies (R? = 0.509), while these deliverables can explain only 26 percent
of the variation in the strategic human resource management effectiveness of the
electronics companies (R? = 0.260). The interpretation is that the strategic human
resource deliverables in ~this study—speed, shared mindset, accountability,
collaboration, learning, and efficiency—are relatively appropriate for explaining the
strategic human resource management effectiveness of the garment companies (R? =
0.509), as there are 49 percent left that can be explained by some other variables not
included in this study. However, there are some other variables of strategic human
resource deliverables excluded from this study which can explain the rest of the 74
percent of the variation in the strategic human resource management effectiveness of the
electronics companies. Further analysis should be conducted.

In addition, strategic human resource management effectiveness of the garment
companies is more relevant to “people” or human resource professionals and function
rather than the “system” of human resource practices. The results indicate that the
variables relating to the human resource function—strategic human resource
competencies, technical human resource competencies, and human resource efficiency
—exert the total effects of 2.132 (0.951 + 0.706 + 0.475) on strategic human resource
management effectiveness, compared to the 1.655 (0.651 + 0.485 + 0.519) eifects of the
three variables relating to human resource practices: high-performance work system

adoption, external alignment, and internal alignment.
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On the other hand, the strategic human resource management effectiveness of
the electronics companies is more relevant to the “system” of human resource practices
than “people” or human resource professionals and function. The variables relating to
the human resource system produce total effects of 2.079 (0.482 + 0.815 + 0.782) on
effectiveness, compared to the 1.691 (0.573 + 0.522 + 0.596) effects of variables
relating to the human resource function.

In addition, the strategic human resource competencies of the garment and
electronics companies show a stronger impact on strategic human resource management
effectiveness than do technical human resource competencies. The findings are
consistent with the previous studies of Huselid (1997) and the University of Michigan
Business School (2002) that strategic areas of human resource competencies create
greater influence on business performance.

However, based on the interpretation of path coefficients in this study (shown in
table 3.10), part of the results indicate a relatively low level of effects (below 0.3) of
variables of the garment and electronics companies. For example, human resource
efficiency exerts the effects of only 0.147 on strategic human resource deliverables of
the electronics companies. Likewise, the results of the garment companies also show
low levels of effects of the relationships such as the relationship between external
alignment and strategic human resource deliverables (Beta = 0.285) and the relationship .
between internal alignment and strategic human resource deliverables (Beta = 0.270). -

In this regard, De Vaus (2002: 258) argues that the strength of a relationship in
the social sciences is to some extent relative. No two variables are likely to be strongly
related as there are many complicating factors contributing to the outcomes. A low
value of path coefficients is not adequate to conclude that there is low or no relationship
between variables. For theoretical purposes, it is the relative importance of factors that
matters more than the absolute one. Thus, these relationships still include in the model
as they are important relationships for explaining the strategic human resource
management effectiveness in this study. However, the issue of low correlation between

variables is acknowledged in this study.
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Table 4.53 Comparison of Effects of Factors Influencing the Strategic Human

Resource Management Effectiveness of the Garment and Electronics

Companies
Total Effects

Variable Garment Electronics

Companies Companies
Strategic human resource deliverables 0.714 0.510
High-performance work system adoption 0.651 0.482
External alignment 0.485 0.815
Internal alignment 0.519 0.782
Human resource efficiency 0.475 0.596
Strategic human resource competencies 0.951 0.573
Technical human resource competencies 0.706 0.522

Total 4.501 4.280
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Table 4.54 Comparison of Group of Factors Influencing the Strategic Human Resource

Management Effectiveness of the Garment and Electronics Companies

Effects
Variables Garment Electronics
Companies Companies
People Factors
1) Strategic human resource competencies 0.951 0.573
2) Technical human resource competencies 0.706 0.522
3) Human resource efficiency 0475 0.596
Total effects 2.132 1,691
System Factors
1) High-performance work system adoption 0.651 0.482
2) External alignment 0.485 0.815
3) Internal alignment 0.519 0.782

Total effects L.655 2.079
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4.4 Summary of Results from the Hypothesis Testing

Table 4.55 Summary of the Results from the Hypothesis Testing and Comparative

Results of the Garment and Electronics Companies

Garment
Hypotheses Companies

Electronics
Companies

H1: The level of strategic human resource deliverables Supported
that help execute the firm’s strategies is more likely to be
positively related to the degree of the strategic human

resource management effectiveness of the firm.

H2: The levels of high-performance work system adoption, Supported
the external alignment (the alignment between the human

resource system and the firm’s strategies), the internal

alignment (the alignment within the human resource system),

and human resource efficiency are more likely to be

positively related to the degree of generated strategic

human resource deliverables that help execute the firm’s strategies.

H3: The degree of strategic human resource competencies Supported
is more likely to be positively related to the degree of

high-performance work system adoption,

H4: The degree of strategic human resource competencies Supported
is more likely to be positively related to the degree of the
external alignment (the alignment between the human

resource system and the firm’s strategies).

HS: The level of strategic human resource competencies Supported
is more likely to be positively related to degree of the
internal alignment (the alignment within the human resource

system).

H6: The level of technical human resource competencies Supported
is more likely to be positively related to the level of

human resource efficiency.

Supported

Supported

Supported

Supported

Supported

Supported
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4.5 Chapter Summary

This chapter presents the results of the quantitative study. Two hundred and
fifty-eight respondents from 106 garment companies and 243 respondents from 105
electronics companies participated in this study. The examination of strategic human
resource management adoption indicates that the respondents’ firms have implemented
strategic human resource management in their firms. Therefore, these firms were used
for hypothesis testing.

The findings of the garment and electronics companies support all hypotheses.
The results from the statistical analysis are combined to form path models (Figure 4.1
and 4.2) for both types of companies. Strategic human resource deliverables, high-
performance work system adoption, external alignment, internal alignment, human
resource efficiency, strategic human resource competencies, and technical human
resource competencies—produce both direct and indirect effects on the effectiveness.
The direct, indirect, and total effects of variables on the strategic human resource
management effectiveness of the garment and electronics companies are presented in
Table 4.38 and 4.52, respectively.



CHAPTER 5

RESEARCH RESULTS (QUALITATIVE APPROACH)

This chapter presents the results of the qualitative method. The first part
presents the introduction to the approach. The second part involves the results of the
study of a garment company. The next part presents the results from the study of an
electronics firm. The last part consists of the conclusions and discussions regarding the

qualitative approach.

5.1 The Introduction to the Approach

The purposes of the qualitative approach in this study are twofold. First, this
studv aims at gaining an in-depth understanding of strategic human resource
management effectiveness in both garment and electronics companies by focusing on
two selected companies from each industry. Second, this study uncovers the factors
affecting strategic human resource management effectiveness of both types of
companies. The results might be consistent or inconsistent with the quantitative
approach. In addition, the results might reveal factors and conditions unrecognized in
the quantitative approach.

Case study one involves a garment company. Case study two relates to an
electronics company. Both are large-sized firms with a relatively well-organized human
resource function and system. Based on the preliminary interviews and documentary
data, the results indicate the adoption and implementation of strategic human resource
management as an underlying approach to managing the human resources in these firms.
Thus, these two firms are purposively selected as case studies.

In-depth interviews were the primary means of collecting data. The informants
in each company consist of a top executive (director), a line manager (production
manager) and a human resource manager. The aggregation of the interview results from
these informants represents the data of a single company. As some human resource

issues are treated as internal matters and usually kept confidential, the researcher and the
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informants agreed to retain the anonymity of the informants in order to gain adequate
and valid data. Supplementing the interview results, documentary data were also used
to gather information about the company profile, and past, current, and future human
resource policies and practices in those firms. This information also reflects the

company’s direction and top management’s vision of their employees.
5.2 Case Study One (Thai Wacoal Public Company Limited)

Thai Wacoal Public Company Limited is a leading garment manufacturer in
Thailand, founded in 1970 as joint-venture between Saha Pathanapibul Company
Limited and Wacoal Corporation of Japan. The number of the workforce is about 5,000,
working in the Bangkok headquarters and four other provincial subsidiaries in
Chonburi, Lumphun, and Prachinburi. Major products ‘include lingerie, ladies’
outerwear, and children’s wear. The company has been selling its products in the
domestic and export markets. In 2007, the proportion of domestic to export sales was

75 and 25 percent.

Board of Directors

Audit Committee

1
Internal Audit Office

i 1

Nominating Committee

Executive Board Remuneration Committee

Risk Management Committee

Information Technology Center

i | | | | | ]
Central ) '
Manage- Overseas Inner- Inner- Junior Outer- Production
ment Business wear wear Fashion wear Division
(include HR Division Business Design Business Business
Depy) Division Division Division Division

Figure 5.1 Organizational Structure of Thai Wacoal Public Company Limited

Source: Thai Wacoal Public Company Limited, 2007: 27.
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The results from the in-depth interviews and documentary data indicate that this
company is likely to adopt strategic human resource management as a basis for
managing its employees. Since the 1990s, the challenges of the company’s
environment, both internally and externally, have been major factors accelerating its
transition from the personnel management to a strategic approach to human resource
management. These challenges include high competition in the local and global
garment markets, volatile economic conditions, skilled labor shortages, and other
business operation problems.

Both top management and the human resource department agree that strategic
human resource management is a ‘must’ for the company to survive and increase the
competitive level. A top manager of this garment company agrees that employees are
one of the most important assets of the firm. Without their commitment and
determination, the firm cannot succeed. The company attempts to develop the
employees in all functions to perform above-average. The better the employees, the
better the company.

The distinct characteristics of human resource management in this garment

company are the following.

1) An inclusion of multiple-year strategic plans for human resource
management.

2) Human resource policies and practices relatively integrated with the firm’s
strategies.

3) Top management support for implementing various human resource practices.
4) Participation of the human resource executive in the company’s weekly and
monthly strategic meetings and in business decision making.

5) The devolution of responsibilities for human resource management to line
management. However, inclusion of line managers in the human resource
management policy-making process is rare.

6) Two types of HR organizations: Corporate and business unit HR functions.
7) Multiple roles of human resource professionals—administrative experts,

change agents, employee champions, and strategic partners.



Corporate HR
Human Resource Director

A team of HR
specialists/officers

Business Unit HR Business Unit HR Business Unit HR Business Unit HR
{Subsidiary 1) (Subsidiary 2) (Subsidiary 3) (Subsidiary 4)
Human Resource Human Resource Human Resource Human Resource
Manager Manager Manager Manager
and team and team and team and team

Figure 5.2 Human Resource Function Organization

Source: Interview with Human Resource Manager

Thai Wacoal has four subsidiaries that operate independently. Therefore, each
of the independent companies has its own human resource function, with a leader that
directs its human resource policies and practices. The corporate human resource
organization has major responsibilities in setting overall direction by crafting a general
human resource value framework and by linking all human resource functions with the
overall corporate vision. Each human resource function employs a traditional human
resource function structure. It is structured around the basic human resource
management subfunctions such as staffing, training, compensation, appraisal, and labor
relations.  All subfunctions have division heads that report to the human resource
manager/director.

In sum, to some extent, this company has attempted to implement strategic
human resource management. However, top executives and department heads have two
major concerns. First, they are in doubt as to whether the overall human resource
department is' a real “business partner.” Second, they wonder how the company can

measure employee contribution in producing business value to the firm.
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5.2.1 Strategic Human Resource Management Effectiveness
The perspectives on strategic human resource management effectiveness of
various informants were relatively diverse.

5.2.1.1 Top Executive’s Views

A top executive pointed out that strategic human resource management
effectiveness refers to the outcomes—employee knowledge, skills, and abilities—of
human resource management work which help the firm execute business plans and
ultimately have an impact on business operation, customer satisfaction, and the financial
status of the firm. He believes that the major force of the firm’s success in expanding its
garment markets and in retaining existing customers is the knowledge, skills, and
abilities of employees—not the system, technology, or facilities of the firm.

Strategic human resource management effectiveness is beyond cost-
saving in human resource work, but the effectiveness is a result of good human resource
management, represented by employee behaviors, competencies, and effort that support
business strategy execution. Based on the top executive’s view, the level of strategic
human resource management effectiveness of this company is relatively high.

Utilization of quantitative measures is a way to score the level of
strategic human resource management effectiveness of Thai Wacoal. Examples of the
measures used in the firm include profits per employee, sales per employee, market
value per employee, employee productivity, employee turnover, and other indicators.
These measures are not only for the human resource professionals, but for everyone in
the firm.

Furthermore, the top executive agreed that, to some extent, strategic
human resource management effectiveness has an impact on firm performance.
Although the top executive was reluctant to confirm that strategic human resource
management effectiveness produces better financial outcomes for the firm, he is
confident that it has significant impacts on the firm’s better operation and customer
satisfaction. As long as the firm has both manufacturing and non-manufacturing
employees with required behaviors and competencies, their contribution will affect
better business processes, such as achieving short cycle times in operating processes and
high-quality internal processes. Thus, an improved business process is expected to lead
a high degree of customer loyalty and on-time delivery. All of these relationships can

be viewed as cause and effect.



207

5.2.1.2 Production Manager’s Views

A senior production manager of one subsidiary of Thai Wacoal views
strategic human resource management effectiveness somewhat differently from the top
executive. The senior production manager refers to strategic human resource
management effectiveness as the measurement of the efficiency and effectiveness of the
human resource function in organizations.

The efficiency of the human resource function involves the delivery of
human resource activities by utilizing minimum resources, especially budget and time,
for maximum results, while the effectiveness of the function assesses the achievement of
human resource work according to predefined goals. Time to fill an open position and
human resource expenses per employee are examples of measures of human resource
efficiency. Employee performance and skill improvement are also indicators of human
resource effectiveness. The focus of strategic human resource management effectiveness
is thus placed on the human resource department’s costs and performance.

The production manager realized that the human resource function is a
significant part of the firm, but this function has placed too much emphasis on
administrative work that produces minimal contributions to the firm. It has used an
‘excessive amount of money whose worthiness is questioned. In addition, a majority of
the human resource staff members in the firm possess an extensive knowledge of human
resource management, but minimal knowledge of the firm’s business and its operations.
Based on the production manager’s perception, the level of strategic human resource
management effectiveness of Thai Wacoal is only moderate.

A Measurements are tools that allows the human resource function to gauge
its efficiency and effectiveness and that communicates with other functions in “business
language” they understand. The pressures in using measurements include ensuring
accountability, calculating the return on investment, and making a bottom-line
contribution. The pressures come mainly from the demand of top executives that expect
positive results from the tremendous investment in human resources. However,
production managers have little information about the current practices of measuring
human resources in-the firm.

Furthermore, the production manager believed that strategic human
resource management in relation to the efficiency and effectiveness of the human

resource function adds value. This value can be represented by the Baht savings due to
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an improvement in human resource processes. For every process improvement in
human resource activities, the result should be better. For example, if, through the
human resource function’s competencies, the time required to fill a job is shortened,
human resource expenses will be lowered. Not only does the company save its
operating expense, but the production cost is also lowered and the delivery time of
products is shortened. Finally, the company can increase its market share and create a
competitive advantage for the firm.

5.2.1.3 Human Resource Manager’s Views

Strategic human resource management effectiveness is defined as how
well the human resource function strategically develops and utilizes the pool of human
resources to serve business needs. The effectiveness indicates the performance of the
human resource function through employee contributions, namely their skills and
abilities, to drive business performance. Strategic human resource management
effectiveness denotes both the “business partner” role of the human resource function
and the overall contribution of employees to the firm.

High competition in the world garment market and increasing production
costs stimulate all functions in the firm, including the human resource department, to
make necessary preparations to respond to these challenges. The manager further
argued that the effectiveness of human resource management today should be linked to
the success of the firm’s strategies rather than to the cost control of human resource
activities. It is the human resource function’s responsibility for delivering a range of
human resource services, both basic and innovative practices, to elicit strategic
employee behaviors and competencies aligned with the firm’s strategic requirements.

Currently, the company has utilized human resource effectiveness
indicators as a method to track the level of strategic human resource management
effectiveness in the firm. Six measures of effectiveness consist of the following:

1) Human resource expenses/total operating expenses
2) Total compensation/total operating expenses

3) Training and development expenses/total employees
4) Turnover rate

5) Absenteeism rate

6) Employee productivity
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In addition, the human resource manager has attempted to implement the
HR scorecard as a tool for measuring the human resource function performance,
identifying best practices, communicating performance to the top management, and
ultimately measuring employee performance of the firm. Then, the HR scorecard can be
used as a measure of strategic human resource management effectiveness.

Strategic human resource management effectiveness is related to better
firm performance. When employees in all functions behave consistently with business
plans and embrace organizational culture and mind-sets, through the implementation of
strategic human resource management throughout the firm, this will affect the firm’s
operation as a whole.

In conclusion, the fundamental concems of the strategic human resource

management effectiveness of Thai Wacoal are summarized in Table 5.1.
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5.2.2 Determinants of the Strategic Human Resource Management

Effectiveness of Thai Wacoal Public Company Limited

5.2.2.1 Top Management’s View

The top management perceived that the company needs employee
behaviors, knowledge, skills, abilities, and characteristics that are consistent with
business requirements in order to achieve business objectives. These behaviors,
knowledge, skills, abilities, and characteristics are considered the outcomes of good
human resource management: the higher the degree of these outcomes, the higher the
level of strategic human resource management effectiveness.

At Thai Wacoal, the top executive expects three main outcomes:
employee competency, employee productivity, and employee commitment. In a fast-
changing business environments employee competencies, representing the knowledge,
skills, and abilities of employees, are the first priority.to achieve. Competencies are the
foundation of all strategic employee behaviors required by the firm and these
competencies will lead to another behavioral ‘outcome: employee productivity.
Employee productivity is an important characteristic of all manufacturing companies.
The more productive the employees are, the lower the operating cost and the faster the
product delivery to the market. Above all, employee commitment is considered the
Jjewel in the crown of the company. Commitment is the most desired outcome, but it is
the most difficult to achieve. Currently, the company possesses a relatively high level
of employee competency and productivity, indicated by the satisfaction level of order
fulfillment (on-time delivery, complete order, accurate product selection, damage-free,
and accurate invoice). In addition, the top executive perceived that the degree of
employee commitment is at a moderate level.

The top executive agreed that the expected outcomes can be achieved
through the assistance of the human resource function, together with the support from
other functions in rendering good human resource management. Good human resource
management begins with good human resource function, which consists of competent
people and appropriate structure. The executive mentioned that there is a need to
reposition the role of the human resource department and professionals from one
focusing on transactional activities to one that works as a business partner that are much
closer to the business. Competent human resource professionals must possess core

competencies as the following:
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1) Knowledge of the business—understand the business in
which company operates, and the internal and external environments of the firm

2) Change management skills

3) Strategic thinking

4) Innovation

5) Interpersonal skills

6) Delivery of human resource activities

Regarding the structure of the human resource department, the top
executive argued that the current trend is for organizations to have a small corporate
human resource function at the headquarters whose role is to provide overall strategy
and policy advice and develop standards for all human resource acti\;ities. The
headquarters has to decentralize the power to each subsidiary to hire, promote, and fire
employees. Each subsidiary should have specialists in all key human resource areas,
except those that consume tremendous time and money, such as outdoor training and
development programs. Such resource-intensive activities should be outsourced to
companies that specialize in these services. In addition, the human resource department
should introduce self-service for transactional activities by employees and managers in
the areas of employee information management and attendance. This can reduce the
costs of human resource transactions by automating and streamlining processes.

The top executive viewed that the human resource department has
effectively assumed the roles of administrative expert, change agent, and employee
champion.  Overall, human resource professionals in the firm are competent in
designing and implementing human resource services, especially human resource
training and development. They also listen to and understand the needs and problems of
employees. Furthermore, they are capable of initiating change with impact within the
firm. However, the human resource function has not completely transformed itself to be
a real strategic partner. It seems that the human resource professionals sometimes
develop human resource policies and practices without considering business needs. The
top executive also wonders whether human resource professionals really understand
how the firm operates.

The top executive pointed out that human resource polices and practices
are an element of good human resource management, apart from the human resource

function. The company has always been committed to developing both knowledge and
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skills of employees in a consistent and diverse manner with an aim to achieving the

individual and the company’s target. In addition, the company seeks to provide job

security and advancement opportunity for all employees according to their potentials.

The company has also placed much emphasis on employees’ safety, sanitation, and the

work environment for employees. At the same time, fair and reasonable remuneration is

provided to employees based on their capabilities, responsibilities, and performance.
5.2.2.2 Line Manager’s View

As strategic human resource management effectiveness relates to the
efficiency and effectiveness of the human resource department, the factors affecting the
effectiveness mainly relate to its department and members.

The production manager viewed that, basically, the human resource
function must be the representatives of both employees and employers in order to reach
strategic human resource management effectiveness. On the employer side, the human
resource function should invest in employee issues economically and wisely in order to
motivate employees to perform well for business-oriented results. On the employee
side, the human resource function should design and implement human resource policies
and practices that concern the potential of and opportunity for employees.

In order to achieve these ends, the human resource department does not
need to have a large number of staff in a complex structure, but only competent human
resource professionals with good attitudes towards the firm and employees in a simple
human resource organization. The human resource function should reposition itself
from a function focusing on transactional activities to one that acts as a business partner
that is much closer to the business. Many activities can be empowered to line
management or outsourced to other specialized companies. It is apparent that the
current ratio of total employees to human resource professionals in some subsidiaries is
relatively low, indicating low productivity of the function as well as inadequate
competencies of the human resource professionals.

In addition, the production manager argued that managers at all levels
also have an influence on the effectiveness of human resource management by
increasing ownership of the human resource function. The human resource function
should empower line managers to perform such human resource activities as
interviewing, training, appraisal, and disciplining their subordinates while human

resource representatives administer and coordinate them. Managers are those that are
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working more closely and are acquainted with their subordinates than human resource
professionals. However, the production manager’s experience has been that few line
managers in the firm appear eager to get involved in human resource issues because of
the perception of the “cop role” of the human resource function. In addition, many
managers do not understand the human resources role for themselves or perceive it as
irrelevant to them.

5.2.2.3 Human Resource Manager’s View

As strategic human resource management effectiveness in the view
of the human resource manager relates to the performance of the human resource
function in developing and utilizing the pool of human resources to serve business
needs, the human resource manager mentioned three' major factors relating to
effectiveness, including top management support, line manager participation, and
human resource competencies.

First, the human resource manager argued that top management
support for human resource management in the firm is a fundamental and critical factor
affecting the performance of the human resource function in developing and utilizing
the firm’s employees effectively. Support from top management includes the
acceptance of the human resource director’s participation in business decision making,
the allocation of an adequate budget, the participation of the management in employee
activities, and priority given to employee issues. Support from top management reflects
their recognition of employee importance and the understanding of human resource
issues. Top management support is considered a “visa” for the human resource function
in designing and delivering a variety of innovative human resource activities in the firm
to develop employees’ skills and behaviors. It is expected that the human resource
function gets cooperation from other managers and employees providing that top
executives demonstrate support.

Second, the participation of line managers also contributes to
strategic human resource management effectiveness. Psychologically, top management
supports the human resource function; other managers tend to give attentions to human
resource management. Line managers are important actors in delivering human
resource activities, as they are much closer to employees than human resource
professionals.  Specifically, managers are responsible for interviewing, training,

appraising, and disciplining their subordinates. Human resource professionals act only
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as administrators, supporters, and coordinators in implementing those activities.
However, the human resource manager mentioned that most of the line managers lack
knowledge of human resource management and place less emphasis on human resource
activities.

Finally, the human resource manager proposed that the
competencies of human resource professionals involve strategic human resource
management effectiveness. However, the human resource manager was reluctant to say
that these human resource competencies directly influence on strategic human resource
management effectiveness. He agreed that human resource professionals help create
effective human resource practices, which have effects on employee behaviors and
finally on firm performance. Effective human resource practices in this context mean
practices that are aligned with business strategy and support each other. The critical
competencies of human resource professionals required in a highly competing business
environment include general business knowledge, strategic management, change
management, and information technology. However, the competencies in delivering
basic human resource activities such as staffing, training and development, performance

appraisal, and labor relations cannot be ignored.

5.2.3 Analysis of the Strategic Human Resource Management Effectiveness
of Thai Wacoal Public Company Limited

From the above perspectives, the strategic human resource management
effectiveness of Thai Wacoal in the views of all informants shows both similarities and
differences, as presented in Table 5.1. The strategic human resource management
effectiveness of this company can be analyzed in relation to the two foci: (1) the
performance of the human resource function in delivering human resource activities and
(2) the performance of employees, represented by their behaviors and competencies in
helping the firm execute business plans. Based on the interview results, the levels of
strategic human resource management effectiveness, perceived by various informants,
ranges from moderate to relatively high.

The results from the in-depth interviews demonstrate that all informants of Thai
Wacoal perceive strategic human resource management effectiveness in terms of causal
relationships. The strategic human resource management effectiveness of Thai Wacoal

explicitly shows the link between human resource management and business outcomes.
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For instance, the top management viewed that employee knowledge, skills, and abilities
contribute to better business processes, leading to customer loyalty and satisfaction. In
addition, the line manager viewed that improvement in human resource processes, such
as shortened time in filling a job leads to reducing human resource expenses, thus
lowering the production cost and shortening the delivery time of products. In this way,
the firm can increase its market share and create a competitive advantage.

Utilization of quantitative measures is a way to score the level of the strategic
human resource management effectiveness of Thai Wacoal. These measures can be
categorized into two types: human resource outcome and firm outcome measures.
Examples of the human resource outcome measures include human resource
expenses/total operating expenses, total compensation/total operating expenses, and
time to fill a job. Examples of the firm outcome measures are profits per employee,
sales per employee, market value per employee, and employee productivity.

The perspectives on the determinants of strategic human resource management
effectiveness of the top management, the line manager, and the human resource
manager are summarized in Table 5.2. These perspectives show both similarities and
differences. The determinants can be categorized into the three dimensions of the
human resource function, the human resource system, and human resource outcomes,
consistent with the strategic human resource management effectiveness model proposed
in the quantitative study. The results of in-depth interviews also reveal additional
factors affecting, and conditions supporting, the effectiveness unrecognized in the
quantitative study, such as top management support and line manager participation in

human resource management.
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5.3 Case Study Two: Benchmark Electronics (Thailand) Public Company
Limited

Benchmark Electronics (Thailand) Public Company Limited is a leading
electronics company in Thailand, serving customers in the electronics manufacturing
services marketplace since 1985. The number of workforce is approximate 4,500,
working in the Ayudhaya and Korat factories. The corporate headquarters is located
in Angleton, Texas. The nature of their business involves manufacturing electronics
and providing services to original equipment manufacturers (OEMs) of
telecommunication equipment, computers and related products for business
enterprises, industrial control equipment, testing and instrumentation products, and

medical devices.

The in-depth interviews reveal the distinct characteristics of the human
resource management of Benchmark Electronics, which indicates the adoption of
strategic human resource management in many areas. Their principles, strategies,

policies, and practices relevant to managing the human resources are the following.

1. Employees are viewed as resources to be managed toward the achievement
of the firm’s strategies.

2. Human resource strategies are business-driven towards organizational
effectiveness, rather than individual outcomes.

3. Human resource strategies are formal and clearly defined.

4. Human resource policies and practices are designed specifically to fit the
firm’s strategies, the organizational structure, and other environments.

5. The human resource executive usually participates in top management
meetings, but his/her roles and contributions are unclear.

6. The human resource department encourages line managers to involved in
human resource management responsibility. However, the cooperation
from line managers is at a moderate level.

7. Human resource professionals work as both a strategic contributor and

administrative expert.
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Figure 5.4 Human Resource Organizational Chart
Source: Benchmark Electronics (Thailand) Plc., 2006. Reprinted with Permission

from the Company.

The Ayudhaya and Korat factories have their own human resource department.
The human resource functions are structured around the functional areas, including
recruitment, compensation management, training and development, employee relations
and general affairs, and the human resources information system. The Ayudhaya
human resource department has major responsibilities in setting the overall direction of
human resource policies. However, the Ayudhaya human resource department has
empowered the Korat department to recruit employees, administer the compensation
system, and manage employee relations. The number of human resource staff
members working at Ayudhaya is about 40, accounting for the ratio of employees to
human resource professionals of 1:95. At Korat, there are three human resource
professionals, accounting for the ratio of employees to human resource staff of 1:233.

Although human resource management at Benchmark Electronics reflects a
strategic perspective, all informants agree that, practically, Benchmark Electronics’
human resource management is still in the transition stage, from traditional to strategic
human resource management; there is room for improvement in the human resource

work. In addition, these informants viewed that human resource management needs to
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be more future oriented, broad in focus, and serve the business needs. These

challenges inevitably become the responsibility of the human resource departments.

5.3.1 Perspectives on Strategic Human Resource Management

Effectiveness

5.3.1.1 Top Executive’s Views

A top executive of this electronics firm refers to strategic human
resource management effectiveness as how well the human resource function performs
human resource activities in ways that support the firm’s operation. Effectiveness in
this meaning focuses on the effects of the human resource work on the firm, evaluated
by various organizational stakeholders, such as top management, managers, and other
employees. The human resource function and human resource activities are thus the
foci of the effectiveness.

Three questions that the human resource function should keep in mind
in order to achieve strategic human resource management effectiveness are:

1) What are the right human resource activities for particular
situations?

2) How are these activities carried out?

3) What are their impacts on the firm?

The top executive believed that if the human resource department has the
right answers for these questions and takes action, the firm will have an effective
human resource management system that produces high quality employees to serve
customers’ expectations of world class quality, flexible manufacturing, product
delivery, leading edge technology, financial strength, and managerial integrity.

In addition, the top executive pointed out that the effectiveness of
human resource management today needs to refocus from achieving the goals of the
human resource function to reaching business and corporate goals. Human resource
management today must be aligned with the company’s vision, mission, and
objectives. The executive asserted that Benchmark Electronics’ mission is to maintain
a global leadership position in the high techinology electronics manufacturing services
industry; thus the human resource function needs to brainstorm how the human

function can contribute to helping the firm to be a global leader in the electronics
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industry. Based on this view, the top executive perceived that the strategic human
resource management effectiveness of Benchmark Electronics is relatively high.
5.3.1.2 Line Manager’s View

A manufacturing director views strategic human resource management
effectiveness as the success of the employee management system in producing the
workforce that matches the needs of various functions in the firm. Success in this
meaning is determined by the employee efforts that contribute to the achievement of
the firm’s strategic goals and department’s objectives. In order to have such
contributions, the firm requires a well-designed human resource system and proficient
people in human resource management.

He asserted that strategic human resource management effectiveness is
considered a health check of the performance of the firm’s employees, the human
resource function, human resource professionals, and the overall organization. It
allows the firms to monitor whether the employees are competent in performing their
jobs. It allows the firms to evaluate whether the human resource function and its
people are capable of managing the firm’s employees. Ultimately, it allows the firm to
ensure that they are moving in the right direction. These health checks are examined
by a performance appraisal system performed by the human resource function.
Everyone will be appraised by their superiors, subordinates, and peers. The results of
this performance appraisal represent the level of strategic human resource management
effectiveness. Based on this perspective, the manufacturing director viewed that the
overall strategic human resource management effectiveness of Benchmark Electronics
is at a moderate level.

However, the manufacturing director pointed out that many line
managers in the firm seem to have little understanding of what is meant by the success
of the employee management system. They even never think about it. At worst, they
seem to have inadequate knowledge of basic human resource management such as
recruitment and selection, training and development, and compensation and benefits.
They understand human resource activities in terms of pieces, no as a whole picture.
In fact, they are involved in employee management issues every day as they work with

their subordinates.
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5.3.1.3 Human Resource Manager’s View

A human resource manager views the effectiveness of strategic human
resource management in relation to the performance of the human resource function in
driving the firm’s success. The performance of the human resource function is
indicated by the quality of employees as well as the adherence to Benchmark’s values
regarding employees, which have effects on the quality of products and services,
customer satisfaction, and profits. The human resource manager argued that the
effectiveness of human resource management results in organizational effectiveness.

The human resource manager viewed that strategic human resource
management effectiveness is considered the assessment of the human resource
function, framed in terms of human resource audits. At Benchmark Electronics, the
audits currently focus on human resource professionals, the overall human resource
function, and human resource practices.

Auditing human resource professionals requires doing a 360-degree
feedback on the extent to which they demonstrate competency. The human resource
manager argued that the competencies for working as business partners include not
only those of human resource professionals, but also those of line managers. Human
resource professionals should possess both technical competencies for delivering basic
human resource activities, and the strategic competencies of the firm’s business
knowledge. The assessment of the overall human resource function can be achieved
by summing individual competencies as well as by evaluating the function’s operation
against plans. Furthermore, auditing human resource practices focuses on three
dimensions of what the human resource function does, the perception of users of
human resource services, and costs/benefits. Above all, the criteria of assessment must
be aligned with the firm’s strategic requirements.

The human resource manager believed that the human resource audits
keep the human resource function on the right track and enable the function to be a
business partner with top executives and line managers. Based on this view, the
human resource manager evaluated that the overall strategic human resource

management effectiveness of the firm currentiy reaches a moderate level.



224

3JRISPON

P3JUSLIO-S}|NSal ssauisng -
. soonoed pue
‘suoijouny ‘s[euoissajoid adnosal

urWNY JO S)IPNE 90IN0SaI Uewny -

*$5950NS S, ULIJ
ay} SuIALIp Ul UOLOUNJ 30IN0SAI

wewny oy jo soueunioysad sy,

SJeIapON

so13a1e1s

S ULILJ Y} JO SS900NS 3y} 0} Jul'] -
suonnqLuod sakodwry -

uoIjouNj 90JNOS3I UBWINY -

WASAS 90INOSAI URWINH -

“ULILJ Y} Ul SUOIOUNJ SNOLIBA

JO SPaau 3} SAYoIRW JBY) S0I0JHIOM
& Sutonpoud ur wialsAs JuswoFeuew

saLojdwa oy Jo ss3%0ns Y,

Y3y ApAne[ey

pojusLIo-s}[nsal ssaulsng -
SONIATIOR 30INOSAI URWNH -
UOI}oUNJ 90IN0SAI UBWNY -
‘uonjesado s, uuy

oy poddns jeyy sAem ut SanIALOR
22Inosa1 weumny suuioyrad uopouny

25IN0S31 UeWnyY 9} [[9M MOH

W] 3Y) JO SSIUIANRYTY
JUdWIZUBI] 2IN0SNY
uewiny N33ens Y}

JO 124977 33 Jo uondadsdg

SSOUIAIIYIF JO SN0

Suruea]y

J33BUBJA] 921N0SY uBWINY

Ja8vuep) suly

juowddeusyy doy,

SSOUAAIIIYIY JudwaSeusy

921n0s3Y uswngy d133eng

‘214 (pueyreyl) m.w_:oboo_m FIBWIYOUSE :SSAUSAISYJT JUSWAFRUR 90In0SIY UrWINY d1391e1S U0 S9A10dsId €°S 31qEL



225

5.3.2  Determinants of Strategic Human Resource Management

Effectiveness of Benchmark Electronics (Thailand) Public

Company Limited

5.3.2.1 Top Executive’s View

As the top executive viewed strategic human resource management
effectiveness as the performance of the human resource function in delivering human
resource practices that support the firm’s operation, the determinants of strategic
human resource management effectiveness relate to the human resource function and
human resource practices.

The top executive pointed out that the most important factor in
achieving strategic human resource management effectiveness at Benchmark
Electronics is the performance of the human resource departments. This performance
of the human resource departments result from the contribution of all human resource
staff members working in the Ayudhaya and Korat factories. The human resource
departments have major responsibilities in designing, implementing, and evaluating
value-creating human resource practices, which generate and sustain the employee
competencies and behaviors required to execute the firm’s strategies. Thus, human
resource professionals are major players in human resource management, which
require ongoing development for human resource knowledge and understanding of the
firm’s business operations. The top executive further argued that the human resource
function should be a proactive function that operates in strategic rather than in
administrative ways. Human resource practitioners must move beyond technical
professionals to becoming true human resource leaders and strategic change agents.

The top executive further argued that the human resource function
must design and deliver an effective human resource system. The human resource
function must acquire competent employees to fill vacant positions while developing
the existing employees to have knowledge, skills, and abilities to work on current and
future jobs. Furthermore, the human resource function must effectively administer the
compensation and benefits system in ways that increase employee productivity,
promote employee morale, build comparny’s image, and persuade qualified job
applicants. The human resource function should design these practices as a coherent
system rather than as individual practices, in order to produce a greater impact on the

firm.
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In addition, the human resource function should help strengthen and
sustain Benchmark’s corporate culture of integrity, flexibility, and execution in order
to differentiate the company from competitors. The executive viewed that integrity is
fundamental in all dealings with customers, suppliers, investors, and employees. It is
an attitude that has served the firm well. Thus, the human resource function should
take part in promoting this culture through extensive human resource training and
development and performance management. Flexibility also allows the firm to react
rapidly to customer changes. It is the joint responsibility of top management, line
managers, and human resource managers in designing an effective organization
structure that supports flexibility in manufacturing processes. Benchmark Electronics
also offers customers excellent execution in operational performance, from production
design to the manufacturing phases. This requires qualified employees to meet and
exceed customers’ expectations. The entire human resource system can help promote
this culture. All of these are the expectations of the top executive for the human
resource function in building an effective human resource system that serves business
needs.

5.3.2.2 Line Manager’s View .

Strategic human resource management effectiveness in the view of
the line manager relates to the success of the employee management system in
producing a workforce that matches the needs of various functions in the firm; the
factors influencing this success include the human resource system, the human
resource function, and business environments.

The line manager argued that Benchmark Electronics demands a
well-planned human resource system that fits the firm’s objectives. This can be
achieved by formulating the human resource strategies that match the needs of various
functional departments. Apart from human resource managers, top management and
line managers should become involved in this process by providing information and
feedback for formulating and reviewing human resource strategies.

However, an effective system without proficient people controlling
it does not exist. The line manager opposed the belief that anyone can work in the
human resource function. He argued that the firm should hire proficient people that

have experience in human resource management and that have a background in the
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electronics industry to run the human resource function. These people should be more
than administrative experts that update employee records—they should be business
consultants specialized in human resource management,

The efficiency of the human resource function is another concern of
the line manager. He mentioned that a high level of human resource expenses for the
firm’s operating expenses and revenue diminishes the trustworthiness of the human
resource function in times of economic downturn. High investments in human
resource management during these periods should be well-deliberated. The worthiness
of human resource work should be measured and communicated to the public.

Furthermore, the line manager argued that the firm’s environments
have impacts on strategic human resource management effectiveness. In economic
downturn periods, even if the firm has well-designed human resource practices that are
integrated with the firm’s strategies and has highly proficient human resource
professionals, it is difficult for the human resource function to take action that
produces the expected outcomes for the firm. The volatility of the economies of
Thailand and the world have challenged the overall electronics industry to be more
highly competitive; the top management seems to give high attention to sales,
revenues, profits, and losses rather than employees. The importance of the human
resource function is likely to be ignored during such a period. This situation
diminishes the effect of human resource practices and obstructs the strategic human
resource management effectiveness of the firm.

5.3.2.3 Human Resource Manager’s View

As the human resource manager views strategic human resource
management effectiveness as being relevant to the audits of the human resource
function in driving the firm’s success, the factors affecting the strategic human
resource management effectiveness of Benchmark Electronics include the following.

The human resource manager argued that the most significant factor
in achieving the strategic human resource management effectiveness of Benchmark
Electronics is top management support for human resource management. Support
from top management means more than budgcis approved for implementing various
human resource activities and time dedicated to employee activities. Support should

include the recognition of the importance of the human resource function, the priorities
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given to human resource issues, and the understanding of human resource work.
Support from top management affects the performance of the human resource function
in ways that facilitate the effectiveness of human resource activities and the efficiency
of the human resource function. On the other hand, lack of support inhibits this
effectiveness.

The human resource manager also asserted that top management is
considered the head of the human resource function. Top management should lead the
human resource function, not the function leading top management. However, it
seems that most of the top management in the firm have given inadequate attention to
the human resource function and possessed minimal knowledge of human resource
management.

In addition, the human resource manager pointed out that the
participation of line managers in human resource activities, or at least the
understanding of human resource management, is very critical. Every line manager is
a human resource manager. Although human resource professionals take major
responsibility for designing human resource policies and practices to serve various
needs of the firms, line managers are those that actually implement these policies and
practices. Thus, the success or failure of human resource management involves the
actions of line managers. He further argued that human resource professionals now
are line managers that posséss business knowledge of the firm, but line managers have
knowledge of human resource management in a very limited scope. This circumstance
reduces the performance of the human resource function in driving the firm’s success.

The human resource manager asserted that, in times of recession
now, it is difficult for the human resource function to work proactively as the company
needs to save costs and reduce unnecessary expenses. However, the human resource
function’s jobs never end. The human resource function still has the critical
responsibility of increasing the level of employee quality and strengthening
Benchmark’s core values throughout the firm by using various well-designed and cost-
effective human resource policies and practices. The success proves the effectiveness
of strategic human resource management.

Various types of human resource practices are currently employed in

the firm in order to promote the performance of employees such as selective staffing,
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comprehensive training, use of formal performance appraisal, compensation based on
performance appraisal, and merit-based promotions. Importantly, these practices are
designed to fit the firm’s strategies and are consistent with each other. The human
resource manager believed that the uses of these practices will produce a great impact
on firm performance.

The competencies for delivering both strategic and traditional human
resource activities are a must for “professionals” of human resource management and
for contributing to the effectiveness of human resource management. The success of
any human resource activities largely depends on human resource professionals’
efforts. This indicates that human resource professionals require more than traditional
human resource competencies for delivering staffing, training and development,
performance management, and compensation and benefits. Human resource
professionals today must possess new competencies for managing talent, leadership,

organizational development, teamwork, and organization design.
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5.3.3  Analysis of the Strategic Human Resource Management
Effectiveness of Benchmark Electronics (Thailand) Public
Company Limited

Table 5.3 summarizes the various opinions on the strategic human resource
management effectiveness of the top executive, the line manager, and the human
resource manager. The results demonstrate moderate to relatively high levels of the
strategic human resource management effectiveness of Benchmark Electronics.

The strategic human resource management effectiveness of Benchmark
Electronics relates to the three dimensions of the human resource function, the human
resource system, and human resource outcomes. The effectiveness in relation to the
human resource function focuses on the performance of human resource professionals
in delivering human resource work that supports business needs. The effectiveness in
relation to the human resource system emphasizes the effects of human resource
practices on employees and firm performance. Finally, the effectiveness in relation to
human resource outcomes involves employee contributions that match the firm’s
strategic needs. In addition, all informants agreed that strategic human resource
management effectiveness must show a link to business outcomes.

Table 5.4 summarizes the perspectives on the determinants of strategic
human resource management effectiveness of the top management, the human
resource manager, and the line manager. These determinants can be categorized into
three dimensions of the human resource function, the human resource system, and
human resource outcomes, consistent with the strategic human resource management
effectiveness model proposed in the quantitative study. The results of the in-depth
interviews also revealed additional determinants of and conditions supporting the
effectiveness unrecognized in the quantitative study such as top management support,
line manager participation in human resource management, and the economic

conditions of the firm.
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5.4 Alignment of the Quantitative and Qualitative Approaches

Tables 5.5 and 5.6 present the alignment of the results from the hypothesis
testing and the in-depth interviews of the garment and electronics companies,
respectively. Most of the results from the in-depth interviews support the findings
from the hypothesis testing. The common theme existing from the case studies of the
garment and electronic companies is that the strategic human resource management
effectiveness is perceived to be causally occurred. The informants agreed that the
competencies of the human resource function in managing the firm’s employees help
to produce an effective system of human resource practices. Then, these practices
generate the strategic human resource outcomes for implementing the firm’s strategies.
Thus, the results support the human resource architecture model of Becker et al. (2001)
used in the development of the conceptual framework in this study.

Furthermore, the results from the in-depth interviews provide a coherent
picture of the strategic human resource management effectiveness of the garment and
electronics companies, which the hypothesis testing in this study does not provide.
The in-depth interviews provide greater depth of understanding of the strategic human
resource management effectiveness in terms of the meaning, the measurements, the
determinants, the deterrents, and the conditions supporting strategic human resource

management effectiveness.
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5.5 Chapter Summary

This chapter presents the results of the qualitative study of the garment and
electronic companies. Two case studies of Thai Wacoal Public Company Limited and
Benchmark Electronics (Thailand) Public Company Limited were employed in order
to gain an in-depth understanding of their strategic human resource management
effectiveness.  The results from the in-depth interviews with top executives, line
managers, and human resource managers revealed the information regarding the
adoption of the strategic human resource management in these firms, the perspectives
on strategic human resource management effectiveness, and the factors enhancing or
deterring from the effectiveness of these firms. Most of the results support the
hypothesis testing. In addition, the results reveal other factors or conditions supporting
strategic human resource management effectiveness unrecognized in the hypothesis

testing.



CHAPTER 6

CONCLUSION AND DISCUSSION

The last chapter consists of five sections. The first section presents the
summary and conclusions concerning the quantitative and qualitative studies of the
garment and electronics companies. The next section discusses the results of the
studies. The third section provides the theoretical, research, and applied implications
of the findings. The fourth section then discusses the limitations of this study in terms
of its design, generalizability, and measurement. The last section provides suggestions

for future study.
6.1 Summary and Conclusion

The quantitative study aimed at examining the determinants of the strategic
human resource management effectiveness of the garment and electronics companies
in Thailand. The determinants can be viewed in terms of the three dimensions: the
human resource functions, the human resource systems, and strategic employee
behaviors. The seven determinants in this study include strategic human resource
competencies, technical human resource competencies, human resource efficiency,
high-performance work system adoption, external alignment, internal alignment, and
strategic human resource deliverables. The six hypotheses were tested in this study.

This study argued that in order to achieve strategic human resource
management effectiveness, these companies should have the proper human resource
function and system, for producing the proper strategic human resource deliverables
for the successful strategy implementation of the firms. In order to have the proper
human resource functions, the human resource professionals should possess the
strategic and technical human resource competencies necessary for delivering,
efficiently and effectively, traditional and strategic human resource activities. In

addition, the proper human resource system consists of the use of high-performance
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work practices, the alignment of the system with the firm’s strategies, and consistency
within the human resource system. Consequently, the proper human resource
outcomes for implementing the firm’s strategies—strategic human resource
deliverables—will be generated. These strategic human resource deliverables
contribute to the strategic human resource management effectiveness of the firms.
Furthermore, the qualitative study provides an in-depth understanding of
strategic human resource management effectiveness in terms of the meanings, the
contexts, the determinants, and the obstacles of effectiveness. The quantitative
approach provides the dominant paradigm, while the qualitative approach is a

supplementary component of this study.

6.1.1 The Garment Companies

The results from the survey research indicate that the garment companies have
achieved overall strategic human resource management effectiveness at a relatively
low level. The garment companies are likely to confront the problems relating to
employee quality, employee productivity, and employee stability. The social climate
between employer and employees is the only satisfactory dimension.

The results show that all of the six hypotheses are supported by the data from

the garment companies.

Hypothesis 1: (supported) The level of strategic human resource deliverables
that help execute the firm’s strategies is more likely to be positively related to the
degree of the strategic human resource management effectiveness of the firm.

This study found a strong, positive relationship between the level of strategic
human resource deliverables and that of strategic human resource management
effectiveness in the garment companies. These firms tend to achieve a higher level of
strategic human resource management effectiveness if they can generate more human
resource outcomes that help to achieve the firm’s strategies. The results from the in-
depth interviews also support this argument. Overall, the results are consistent with
the theoretical perspectives of the HR scorecard of Becker et al. (2001) and the
workforce scorecard of Huselid et al. (2005) whereby the workforce helps to execute
the firm’s strategies through the human resource deliverables—the workforce mind-

set, culture, competencies, and behaviors.
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Hypothesis 2: (supported) The levels of high-performance work system
adoption, the external alignment (the alignment between the human resource system
and the firm’s strategies), the internal alignment (the alignment within the human
resource system), and human resource efficiency are more likely to be positively
related to the degree of generated strategic human resource deliverables that help
execute the firm’s strategies.

This study found that the levels of high-performance work system adoption,
external alignment, the internal alignment, and human resource efficiency are found to
be positively related to the level of strategic human resource deliverables. The results
from the in-depth interviews also confirm this argument. In order to produce the
strategic human resource deliverables, the firms need to adopt high-performance work
practices that fit the firm’s strategies and that support each other. In addition, the
human resource function must be managed efficiently. The results are consistent with
the theoretical perspectives of Becker et al. (2001) and Huselid et al. (2005), and the
empirical evidence of Huselid et al. (2005).

The strengths of the effects range from low to moderate levels. High-
performance work system adoption produces the highest effects on strategic human
resource deliverables, followed by external alignment, internal alignment, and human

resource efficiency.

Hypothesis 3: (supported) The degree of strategic human resource
competencies is more likely to be positively related to the degree of high-performance
work system adoption.

The results show that the level of strategic human resource competencies of
human resource professionals produces a strongly positive effect on the level of high-
performance work system adoption in the garment firms. High-performance work
practices are likely to be implemented in the firms in which the human resource
professionals possess strategic human resource competencies. The findings from the
in-depth interviews support the importance of strategic human resource competencies
for the adoption of a high-performance work system. The results are consistent with
the theoretical perspectives of Becker et al. (2001) and Huselid et al. (2005), and the
empirical study of Huselid et al. (1997).
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Hypothesis 4: (supported) The degree of strategic human resource
competencies is more likely to be positively related to the degree of the external
alignment (the alignment between the human resource system and the firm’s
strategies).

This study found a strong, positive relationship between the level of the
strategic human resource competencies of human resource professionals and the level
of the alignment between the human resource system and the firm’s strategies. The
strategic human resource competencies of human resource professionals significantly
contribute to the design of the human resource system that is integrated with business
strategies. The findings from the in-depth interviews also support the importance of
strategic human resource competencies for creating external alignment. These results
are consistent with the theoretical perspectives of Becker et al. (2001) and Huselid et
al. (2005).

Hypothesis 5: (supported) The level of strategic human resource competencies
is more likely to be positively related to degree of the internal alignment (the
alignment within the human resource system).

This study also found a strong, positive relationship between the level of the
strategic human resource competencies of human resource professionals and the level
of the congruence of the human resource system. The strategic human resource
competencies of human resource professionals significantly contribute to the design of
human resource practices that fit together. The results from the in-depth interviews
confirm this argument. These results are consistent with the theoretical perspectives of
Becker et al. (2001) and Huselid et al. (2005).

Hypothesis 6: (supported) The level of technical human resource
competencies is more likely to be positively related to the level of human resource
efficiency.

The results indicate that the level of the technical human resource
competencies of human resource professionals produces a inoderately positive effect
on the level of human resource efficiency. The efficiency of the human resource
function tends to be achieved if the human resource professionals possess technical

human resource competencies for delivering human resource activities. The results
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from the in-depth interviews support this argument. These results are consistent with
the study of Huselid et al. (1997).

In addition, more regression analyses were employed to examine the direct
effects of the six variables—high-performance work system adoption, external
alignment, internal alignment, human resource efficiency, strategic human resource
competencies, and technical human resource competencies—on the effectiveness. The
results from a series of regression analyses were combined to form a path model of the

strategic human resource management effectiveness of the garment companies.

High-
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Figure 6.1 The Strategic Human Resource Management Effectiveness Model of the

Garment Companies

6.1.2 The Electronics Companies

The findings from the survey research reveal a relatively low level of the
strategic human resource management effectiveness of the electronics companies. Of
the four dimensions of strategic human resource management effectiveness, the social
climate between employer and employees is the only satisfactory dimension.
However, the electronics companies are required to improve the levels of employee
stability, employee productivity, and employee quality.

The results demonstrated that all of the hypotheses are supported by the data

from the electronics companies.
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Hypothesis 1: (supported) The level of strategic human resource deliverables
that help execute the firm’s strategies is more likely to be positively related to the
degree of the strategic human resource management effectiveness of the firm.

This study found a strong, positive relationship between the level of strategic
human resource deliverables and the level of strategic human resource management
effectiveness in the electronics companies. The electronics firms are likely to achieve
a higher degree of strategic human resource management effectiveness, providing that
these firms can produce more human resource outcomes that support the firm’s
strategies. The findings from the in-depth interviews support this argument. These
results are consistent with the theoretical perspectives of the HR scorecard of Becker et
al. (2001) and the workforce scorecard of Huselid et al. (2005).

Hypothesis 2: (supported) The levels of high-performance work system
adoption, the external alignment (the alignment between the human resource system
and the firm’s strategics), the internal alignment (the alignment within the human
resource system), and human resource efficiency are more likely to be positively
related to the degree of generated strategic human resource deliverables that help
execute the firm’s strategies. .

This study found that the levels of high-performance work system adoption,
external alignment, internal alignment, and human resource efficiency are found to be
positively related to the level of strategic human resource deliverables. The firms need
to adopt high-performance work practices that match the firm’s strategies and that
support each other, and to manage the human resource function efficiently in order to
produce the strategic human resource deliverables. The strengths of the effects range
from low to moderate levels. The external alignment produces the highest effects on
the strategic human resource deliverables, followed by internal alignment, high-
performance work system adoption, and human resource efficiency. The in-depth
interview results also support this argument. These results are consistent with the
theoretical perspectives of Becker et al. (2001) and Huselid et al. (2005), and the

empirical evidence of Huselid et al. (2005).
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Hypothesis 3: (supported) The degree of strategic human resource
competencies is more likely to be positively related to the degree of high-performance
work system adoption.

The results reveal that the level of strategic human resource competencies of
human resource professionals produces a positive effect on the level of high-
performance work system adoption in the electronics firms. High-performance work
practices are likely to be implemented in the firms in which their human resource
professionals possess strategic human resource competencies. The findings from the
in-depth interviews also support the importance of strategic human resource
competencies for the adoption of a high-performance work system. These results are
consistent with the theoretical perspectives of Becker et al. (2001) and Huselid et al.
(2005), and the empirical study of Huselid et al. (1997).

Hypothesis 4: (supported) The degree of strategic human resource
competencies is more likely to be positively related to the degree of the external
alignment (the alignment between the human resource system and the firm’s
strategies).

This study found a strong, positive relationship between the level of the
strategic human resource competencies of human resource professionals and the level
of the alignment between the human resource system and the firm’s strategies. The
alignment between human resource practices and the firm’s strategies results from the
strategic human resource competencies of human resource professionals. In addition,
the findings from the in-depth interviews support the importance of strategic human
resource competencies for the external alignment. The results are consistent with the

theoretical perspectives of Becker et al. (2001) and Huselid et al. (2005).

Hypothesis 5: (supported) The level of strategic human resource competencies
is more likely to be positively related to degree of the internal alignment (the
alignment within the human resource system).

This study also found a strong, positive relationship between the level of the
strategic human resource competencies of human resource professionals and the level
of the congruence of the human resource system. The alignment within the human

resource system is likely to be achieved in firms in which their human resource
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professionals possess strategic human resource competencies. The in-depth interview
results also confirm this argument. These results are consistent with the theoretical

perspectives of Becker et al. (2001) and Huselid et al. (2005).

Hypothesis 6: (supported) The level of technical human resource competencies
is more likely to be positively related to the level of human resource efficiency.

The study found that the level of technical human resource competencies of
human resource professionals produces a strong, positive effect on the level of humanA
resource efficiency. If human resource professionals possess technical human resource
competencies for delivering human resource activities, the human resource function
tends to achieve efficiency. The results from the in-depth interviews also support this
argument. These results are consistent with the study of Huselid et al. (1997).

In addition, more regression analyses were employed to examine the direct
effects of the six variables—high-performance work system adoption, external
alignment, internal alignment, human resource efficiency, strategic human resource
competencies, and technical human resource competencies—on the effectiveness. The
results from a series of regression analyses were combined to form a path model of the

strategic human resource management effectiveness of the garment companies.
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Figure 6.2 The Strategic Human Resource Management Effectiveness Model of the

Electronics Companies
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Overall, the findings demonstrate that both garment and electronics firms have
reached a relatively low level of strategic human resource management effectiveness.
Based on the data, the electronics companies have achieved a higher level of
effectiveness than the garment companies. The results are discussed in the next
section. The effects of each determinant on the strategic human resource management

effectiveness differ between the garment and electronics companies.

6.2 Discussions and Suggestions on Findings

6.2.1 Strategic Human Resource Management Adoption in the Garment

and Electronics Companies

The results of this study found the adoption of strategic human resource
management in the garment and electronics companies. Strategic human resource
management has been adopted in these firms to different degrees—from moderately to
extensively. The results also revealed that the electronics companies have adopted this
approach to a greater extent than the garment companies.

In general, these firms have attempted to implement human resource practices
that are likely to be integrated with business strategies and that support each other,
such as recruitment and selection, training and development, performance appraisal,
and compensation. These firms have also encouraged the human resource executives
to participate in top-level business strategy sessions, while delegating part of the
human resource-related responsibilities to line managers. In addition, human resource
professionals have attempted to play multiple roles in human resource management—
as strategic partners, functional experts, employee champions, human capital
developers, and human resource leaders. However, the results indicate that there is
room for improvement for the human resource professionals. Human resource
professionals need to master these roles and acquire the competencies for executing
strategic and technical issues in order to add value for the firms.

These results are consistent with the theoretical and empirica! literature that
indicate that strategic human resource management is more likely to be adopted in
large firms due to their formal operating and control systems, their resource adequacy,

and the recognition of the importance of the employees and the human resource
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functions (e.g. Duberley and Walley, 1995; Ram, 1999; Heneman, Tansky and Camp,
2000; Cornelius, 2001; Marlow, 2002; Danai Thieanphut, 2003).

In general, these results are the first identification of the strategic human
resource management adoption in these firms. Although the results of adoption might
be altered after examining them deliberately, the results indicate the advances in the

development of the strategic approach to human resource management in Thailand.

6.2.2 Strategic Human Resource Management Effectiveness in the

Garment Companies

6.2.2.1 Strategic Human Resource Deliverables as the Enablers of

Strategic Human Resource Management Effectiveness

The findings indicate that the strategic human resource management
effectiveness of the garment companies is a result of the set of the strategic human
resource deliverables—speed, shared mindset, learning, accountability, collaboration,
and efficiency. Based on the questionnaire survey, the preliminary interviews, and the
in-depth interviews, these deliverables are organizational capabilities that guide
employees to think and behave in ways that accomplish the firm’s strategies.

In a highly competitive garments market, speed is important, as it
enables the garment firms to recognize opportunities, neutralize threats, and act
quickly in response to new markets, new prodﬁcts, or new business processes. A
shared mindset is also required to ensure that the firm’s employees have positive and
consistent images of, and experiences with, the firms. Furthermore, organizational and
individual learning help to generate new ideas with impacts and continuous
improvement in order to build value addition to the products in response to the
increasing demand for upgrading the entire garment industry, from a traditional one to
an innovative one. Accountability is also a crucial organizational capability for
obtaining high performance from employees; employees will perform their jobs based
on the discipline that it is unacceptable if their performance does not meet the
requirements of the firm’s strategic goals. In addition, collaboration is required to
ensure that employees are able to collaborate in ways that gain efficiency of operation
through the pooling of services, technologies, or economies of scale or through the

sharing of ideas and talent throughout the firms. Finally, efficiency in managing costs
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of operation is a must for the garment companies in order to strengthen their
competitiveness in the world garments market.

However, this set of organizational capabilities is not a universal or
complete list for every garment company; it only represents the general capabilities
that well-managed garment companies should possess. Other capabilities can be
added in order to fit each company’s circumstances. The ideal capabilities of each
firm depend on the firm’s strategies. It is the responsibility of human resource and line
managers to identify, build, and review the organizational capabilities that suit their
own circumstances.

6.2.2.2 Understanding the Factors Generating the Strategic Human
Resource Deliverables of the Garment Companies: a People vs.
a System Emphasis

The results indicate that the factors contributing to the strategic human
resource deliverables of the garment firms are more closely related to “people” or
human resource professionals and function rather than to the “system” of human
resource practices. The people factors exerted higher effects on the strategic human
resource deliverables of the garment companies than did the system factors.

In this study, the people factors include the competencies of human
resource professionals and the efficiency of the human resource function. The
strategic human resource competencies, such as business knowledge and strategic
management help to generate strategic human resource deliverables through the design
and implementation of a strategically-aligned, congruent high-performance work
system. Additionally, the technical human resource competencies for delivering
human resource services also help to generate the strategic human resource
deliverables through managing the human resource function efficiently and
strengthening the strategic human resource competencies.

Thus, the results indicate the importance of human resource
professionals and the human resource function in terms of creating strategic human
resource deliverables in the garment firms. The results imply the business partner role
of human resource professionals and the demands for human resource competencies.
In this way, the human resource professionals should master the strategic human
resource competencies to a greater extent than the technical human resource

competencies, as the findings indicate the stronger effect of the strategic type of
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competency on strategic human resource deliverables and strategic human resource
management effectiveness.

The system factors include the adoption of a high-performance work
system, alignment between the human resource and the firm’s strategies, and
alignment within the human resource system. These factors directly help to generate
the strategic human resource deliverables. The results indicate that the adoption ofa
high-performance work system is likely to generate strategic human resource
deliverables to a greater extent than do the alignment between the human resource and
firm’s strategies and the alignment within the human resource system. These findings
imply that the garment companies are likely to rely on the “best practice” or “one best
way” approach of managing human resources in order to improve firm performance,
more extensively than the “best fit” approach. In this way, the garment companies are
likely to agree that there are sets of best human resource practices that firms in all
organizational environments should follow.

High-performance work systems denote the best practice approach in
that all firms will gain performance improvements in all organizational contexts if only
they identify and implement the best practice in the way in which they manage people
(Boxall and Purcell, 2003: 611; Torrington et al., 2005:32). Each element of the high-
performance work system in this study was designed to maximize the overall quality
of the human resources throughout the firms by (1) linking the selection and promotion
decisions to validated competency models, (2) developing training and development
strategies that provide timely and effective support for the skills demanded by the
firm’s strategy implementation, and (3) enacting compensation and performance
management policies that attract, retain, and motivate high-performance employees,
and (4) reducing status differences and barriers among employee.

However, the results indicate that the alignment between the human
resource and firm’s strategies and the alignment within the human resource system
also help to create the strategic human resource deliverables in the garment companies.
The two types of alignment denote best fit approach in that all firms will gain
performance improvements if they align the human resource system that produces key
human resource deliverables with the requirements of the firm’s strategy
implementation system and if various human resource practices within a system work

together harmoniously.
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Of all the factors directly affecting strategic human resource
deliverables, human resource efficiency exerts the least effect on the deliverables. The
findings are consistent with the theoretical arguments of Becker et al. (2001), in which
the efficiency of the human resource function plays a limited role in creating strategic
human resource contributions. Human resource efficiency is presented in the form of
human resource “doables,”—emphasizing how activities are performed rather than

human resource deliverables—focusing on the value created from those activities.

6.2.3 Strategic Human Resource Management Effectiveness in the
Electronics Companies
6.2.3.1 Strategic Human Resource Deliverables as the Enablers of
Strategic Human Resource Management Effectiveness

The results reveal that the strategic human resource management
effectiveness of the electronics companies partly results from the set of strategic
human resource deliverables—speed, shared mindset, learning, accountability,
collaboration, and efficiency. The results indicate that there are some other strategic
human resource deliverables that were not included in this study that help to generate
the strategic human resource deliverables of the electronics companies.

The other five organizational capabilities proposed by Ulrich and

Smallwood (2003a) might be able to explain the strategic human resource deliverables
of the electronics companies which operate in a high-technological, complex
environment.  These comprise talent, leadership, strategic unity, customer
connectivity, and innovation. Talent reflects the capability of organizations to attract,
motivate, and retain competent and committed employees.  High-performing
employees that have the skills for today’s and tomorrow’s business requirements and
that deploy these skills regularly help the firm to achieve its objectives. Apart from
building a foundation of competent and committed employees, leadership is another
important capability. Electronics firms should build their own leadership brand in
order to direct current and future leaders regarding what results to deliver and how to
" deliver them. Furthermore, strategic unity capability is required for articulating and
sharing a strategic point of view throughout the firms. The firm’s employees then can

understand what the firm’s strategies are and why they are important.
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As a majority of the electronics companies in Thailand provide
services to original equipment manufacturers (OEMs), the loss of major customers
adversely affect the firms. Thus, customer connectivity is important for building and
maintaining close, long-term relationships of trust with targeted customers. Lastly, as
electronics companies operate in high-technological environments, innovation in both
content (product and strategy) and processes (administrative work) is critical.

As there is no universal or best list of organizational capabilities, the
electronics companies should select the capabilities that help the firms to strengthen
their strengths, diminish the weaknesses, increase their opportunities, and neutralize
threats. In other words, the appropriate organizational capabilities should support the
successful strategy implementation of the firms.

6.2.3.2 Understanding the Factors Generating the Strategic Human
Resource Deliverables of the Electronics Companies: People vs. System Factors

The results indicate that the factors contributing to the strategic human
resource deliverables of the electronics firms are more relevant to the “system” of
human resource practices than to “people” or human resource professionals and
function. The system factors exerted higher effects on the strategic human resource
deliverables than did the people factors.

The system factors affecting the strategic human resource deliverables
consist of high-performance work system adoption, the alignment between the human
resource and the firm’s strategies, and the alignment within the human resource
system. The results indicate that the alignment between the human resource and firm’s
strategies is likely to generate the strongest effects on strategic human resource
deliverables, followed by the alignment within the human resource system, and the
adoption of a high-performance work system. Thus, the human resource system of the
electronics companies tends to adopt the “best fit” approach in managing the
relationships between human resources and firm performance, more extensively than
does the “best practice” approach. In this way, the electronics companies are likely to
accept that the firm’s strategies come first, and that all organization systems and
practices follow. -Different types of human resource strategies will be suitable for
different types of business strategies.

In order to produce the strategic human resource deliverables, the firms

are required to align the human resource system that generates strategic human
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resource deliverables with the firm’s strategies. For example, based on Porter’s (1980)
business unit strategies, a cost leadership strategy requires human resource policies
and practices that focus on efficient production, such as explicit job descriptions,
detailed work planning, technical qualifications and skills-based recruitment, job-
specific training, job-based pay, and use of performance appraisals, as control tools
(G6mez-Mejia et al. 2004: 30). On the other hand, firms with a differentiation strategy
requires human resource policies and practices that emphasize innovation and
flexibility, such as broad job classes, loose work planning, external recruitment, team-
based training, individual-based pay, and use of performance appraisals as
development tool (Gémez-Mejia et al. 2004: 30). In addition, it should be noted that
all human resource practices should reinforce each other rather than work at cross-
purposes. For example, if the firms rely on structuring work in teams, these
organizations should not evaluate employees individually.

The people factors affecting the strategic human resource deliverables
of the electronics companies include strategic and technical human resource
competencies, and human resource efficiency. Strategic human resource competencies,
such as business knowledge and strategic management, help to produce the stratégic
human resource deliverables through the design and implementation of a high-
performance work system that is integrated with business strategies that support each
other.  Technical human resource competencies also help to generate these
deliverables through the efficiency of the human resource function and the strategic

human resource competencies.
6.3 Implications of Findings

6.3.1 Theoretical Implications

Based on the theoretical models of Becker et al. (2001) and Huselid et al.
(2005), the strategic human resource management effectiveness model in this study
describes a specific process of creating strategic human resource management
effectiveness through the human resource architecture—the human resource function,
the human resource system, and human resource outcomes. Rather than relying on the

meta-theories of other disciplines, this model applies the theories of strategic human
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resource management to explain how strategic human resource management
effectiveness occurs.

The previous theoretical and empirical studies on the relationship between
human resource management and firm outcomes have been criticized as borrowing
meta-theories from other disciplines, such as the resource-based view of the firm, the
behavioral perspective, open-systems theory, and control theory, to describe the
relationship (Wright and Haggerty, 2005: 4-6). These theories provide only broad
rationales for why human resource management and firm outcomes should be linked;
however, these theories fail to describe how this linkage occurs.

Much progress has been made to propose middle-level process theories which
specifically articulate the processes through which the relationship occurs. The
theoretical models of Becker et al. (2001) and Huselid et al. (2005) are examples of
those presenting the process of how the human resource function, the human resource
system, and human resource outcomes drive the firm’s success. The process begins
with the competencies of the human resource function in developing a strategically
aligned high-performance work system in order to produce the strategic human

resource outcomes for successful strategy implementation.

6.3.2 Research Implications

In order to demonstrate the strategic contribution of human resources to the
firms, human resource measurement systems should focus on two dimensions: value
creation and cost control (Becker et al., 2001: 23). The value creation dimension is
required to ensure that the human resource architecture supports the strategy
implementation process. The cost control focuses on minimizing costs in the human
resource function. Traditional human resource measures have been criticized as being
inadequate and misleading, many of which reflect only the cost control dimension.
These measures emphasize the audits of the human resource function, of human
resource professionals, and of human resource activities and do not focus on business
impact or stimulating change for business improvement. Focusing on cost reduction as
the primary measure will. ultimately result in human resources being managed like a
commodity rather than as a strategic asset. However, the measures driven by paying
attention only to benefits while ignoring the costs ultimately create a mistake: an

undisciplined strategic focus.
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This study balances the value creation and cost control aspects. The strategic
human resource management effectiveness in this study directly measures the
outcomes, results, or value of human resource work to the firm in the four dimensions
of employee quality, employee productivity, employee stability, and social climate
between employees and employer. This study also includes the measure of human
resource efficiency which reflects the cost control dimension in evaluating the human
resource function.

Furthermore, there has been no universal definition of strategic human
resource management effectiveness, as different views of the scope, focus, criteria, and
level of analysis of effectiveness exist among researchers and practitioners. Studies of
(strategic) human resource management effectiveness provide the conceptual and
operational definitions of this concept differently. Thus, the strategic human resource
management effectiveness in this study means only the level of employee quality,
employee productivity, employee stability, and social climate between employees and
employer, not something else. Firms with a high level of strategic human resource
management effectiveness in this study might be those with a low level of
effectiveness, according to other studies. The levels of strategic human resource
management effectiveness of the firms in this study might not be able to be compared
directly to that of other studies. The results of this study should therefore be

cautiously interpreted.

6.3.3 Applied Implications

Measuring and managing human resource contributions for firm performance
have consistently emerged as key themes challenging the human resource functions.
However, it seems that this challenge has created the human resource measurement
paradox. Although abundant human resource measures exist, these measures are less
systematic, less accepted, and less likely to guide key decisions compared to financial,
marketing, and production measures (Boudreau and Ramstad, 1997: 343). One major
reason is that these measures, such as cost per hire, time to fill a job, and human
resource expense per employee fail to exhibit a linkage to the firm’s strategy
implementation and/or the firm’s outcomes in ways that top executives and line
managers understand and respect. These measures are unable to reflect the value of

human resources to the firms.
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This study measures the strategic human resource management effectiveness in
ways that reflect the value of human resources to successful strategy implementation.
The four dimensions of strategic human resource management effectiveness—
employee quality, employee productivity, employee stability, and social climate
between employees and employer, are the measures that exhibit the value or
contributions of human resources to the firm’s strategy implementation.

Additionally, in order to achieve strategic human resource management
effectiveness, the firms need to refocus attention from a single focus of the human
resource elements—the human resource function, the human resource system, or
human resource outcomes—to multiple focuses: the human resource architecture. As
organizational performance is a function of both the people and the system, top
executives, line manager, and human resource managers need to focus on the human
resource architecture as the organizational logic of making human resources a strategic
asset. As architecture, various elements of human resource management can create
synergies or complemerﬁérities which enhance strategic human resource management

effectiveness.

6.4 Limitations of the Study

The limitations of this study relate to three major areas.

- The first area lies in the design of the study and involves the problem in
attributing causality. The relationships between variables do not meet the criteria of
establishing causality: temporal order and the elimination of plausible alternatives.

This study is cross-sectional. The qﬁantitative approach uses a single, fixed
time point to examine strategic human resource management effectiveness. The
qualitative approach focuses on two cases during a limited time period. Although the
findings of this study are consistent with the conceptual framework in which the
relationships between variables are presumed to be causally related, lack of time
precedence of the cause in the cross-sectional study does not allow the causal
inferences.

In addition, this study does not test for a reverse causal order according to

which effectiveness leads to the effective human resource function, system, and
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outcomes rather than effective human resource function, system, and outcomes leading
to strategic human resource management effectiveness. A dual causality relationship
might exist in this study. Thus, this study fails to eliminate alternative explanations
for a possible reverse causation.

The second area lies in the generalizability of the findings. This limitation
relates to the characteristics of the population. This study focuses only on large
garment and electronics companies, with at least 500 employees, thus limiting the
generalizability of the findings to small and medium-sized companies. Furthermore,
this study selects garment companies as the representative of low-technologically
intensive companies and electronics companies as the representative of high-
technologically intensive ones. The findings of this study might not be able to be
generalized to other high- and low-technological companies in different industries.

The last area of limitations lies in the area of measurement issues. The
subjectivity of some measures may create problems associated with the validity of the
constructs. Although this study adopts sets of objective measures for strategic human
resource management effectiveness (e.g. profit per employee, employee productivity,
employee turnover, employee absenteeism, and frequency of complaints and
grievances), and for human resource efficiency (e.g. cost per hire, labor cost per
revenue, and cost per trainee hour), only a few firms in this study have complete
information on these measures. Consequently, the measures of strategic human
resource management effectiveness and human resource efficiency are rather
subjective measures asking the respondents to indicate “the extent to which” each

dimension of effectiveness and efficiency exists on a Likert-type scale.

6.5 Suggestions for Future Research

Much progress has been made with regard to theory building and application in
the field of strategic human resource management. However, the empirical studies of
strategic human resource management effectiveness have been few. This study serves
as an essential starting point for building a more robust empirical base that will
significantly increase the knowledge of strategic human resource management

effectiveness and its relationship to firm performance.
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The suggestions for future research lie in four areas: the use of a longitudinal
approach, the use of predictive design, the inclusion of environmental factors, and the
replication of study.

Future study might employ a longitudinal study. Although longitudinal studies
are more complex and time-consuming, they are powerful in the sense that they are
able to capture strategic human resource management effectiveness in terms of
processes and changes, which a cross-sectional study cannot provide. The use of
longitudinal studies would resolve the problem of causality in cross-sectional studies.

In addition, the temporal lag between creating a human resource architecture
and strategic human resource management effectiveness becomes another concern for
future research. Many studies on the relationships between strategic human resource
management and firm outcomes, including this study, are “post-predictive” or exhibit
“retrospective” designs. These studies measure the human resource function and
system after the performance period or they ask the respondents to recall the human
resource function and system that existed prior to the performance period. Many
theorists (e.g. Wright, Gardner, Moynihan, Park, Gerhart and Delery, 2001; Wright
and Haggerty, 2005) have suggested that “predictive” studies are appropriate as they
explore the human resource function and system at one point in time and the
subsequent firm outcomes. Future study should attempt to use this predictive design.

The future study of strategic human resource management effectiveness might
include the organizational and external contexts of strategic human resource
management in the strategic human resource management effectiveness model. The
interesting organizational factors are those relating to the multiple constituency of
strategic human resource management, such as top management support and the line
manager’s involvement. The important external factors are relevant to economic,
technological, and sociocultural environment.

Finally, future study might be conducted in other low and high-technologically
intensive industries in order to examine whether the results are consistent with the
findings of this study: that the strategic human resource management effectiveness of
high and low-technologically inicnsive companies differs. The replication increases
the confidence in the strategic human resource management effectiveness model of
this study.
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6.6 Chapter Summary

This chapter first summarizes the findings from the hypothesis testing and in-
depth interviews of the garment and electronics companies. The results indicate that
the levels of the strategic human resource management effectiveness of the garment
and electronics companies have reached a relatively low level. The major
determinants of strategic human resource management effectiveness consist of three
dimensions: the human resource function, the human resource system, and human
resource outcomes. The. relationships between variables are combined to form a
strategic human resource management effectiveness model of the garment and
electronics companies.

Next, a discussion on the findings is carried out regarding strategic human
resource management adoption as well as the determinants of strategic human resource
management effectiveness. A comparative discussion of the results from the garment
and electronics firms is also provided. This chapter then provides the theoretical,
research, and applied implications of the findings. Additionally, the limitations of this
study regarding its design, the generalizability of the findings, and measurement issues

are discussed, together with suggestions for future research.
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Questionnaire

Study of Determinants of Strategic Human Resource Management Effectiveness of
Companies in the Garment and Electronics industries in Thailand

General Instruction

Strategic human resource management refers to the application of strategic management
approach to human resource management in order to help the firm achieve its strategy.

1. Questions relate to human resource management in your organization.
The questionnaire is divided into six parts and taken about 15-20 minutes to finish. Please
answer all of the questions by marking v only one response for each question that best
describes your answer. For the questions with blank spaces, please fill in the number or
content that best describes your answer.

3. Please be assured that your response in this study is strictly confidential and will be used
only for this study. Only aggregate results are reported.

Thank you for your co-operation.

Part1 General information about yourself and your organization

General information about yourself

1.1 Gender
O Male [J Female
1.2 Age..coeevnencnnnnens years
1.3 What is your highest level of education?
[J High School/Vocational Certificate [J Master
[0 Diploma/Higher Vocational Certificate [0 Doctorate
O Bachelor [ Others, please specify...................

1.4 What is your current position?

O President, Owner, Chief Executive, Managing Director,
Deputy Managing Director, General Manager

[J Department Head, Vice President, Assistant Vice President, Manager
0O HR Director, HR Manager, HR Department Head
[J Others, please specify..........cveeereeeeeerereennnnn.

1.5 How long have you been at this company?

General information about your company
1.6 What is the type of ownership?

[ Partnership {J Company Limited

O public Company Limited 0 Others , please specify.......covviniiiinninnnn...
1.7 What province is your company located? ............coceeevvererennerreeeeennnnnnnn,
1.8 How long has your company been established? .............cccevvvnvvnnnn... years
1.9 How many employees are there in your company? ..............cceuenen.... years

1.10 How many people are employed in the human resource department? ..........
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Part2 Strategic human resource management adoption in your organization.

Not Ve \Y
Statement At L Y| Low Moderate | High ery
All ow High

2.1 Your organization matches the characteristics
of managers to the strategic plan of the firm.

2.2 Your organization identifies managerial
characteristics necessary to run the firm in the long
term.

2.3 Your organization has the compensation
system to encourage managers to achieve long-term
strategic objectives.

2.4 Your organization has staffing patterns to help
implement business or corporate strategies.

2.5 Your organization evaluates key personnel
based on their potential for carrying out strategic
goals.

2.6 Your organization conducts development
programs designed to support strategic changes.

2.7 Human resource executives in your
organization participate in top-level business
strategy sessions.

2.8 Human resource executives work cooperatively
with their line counterparts in formulating and
reviewing human resource strategies.

2.9 Your organization delegates part of human
resource-related responsibility to line managers.

Part3 The human resource function in your organization,

Human resource function means the human resource executive/director and professionals in the firm.

1) The competencies of human resource executive/director and professionals in your organization.

Statement Very
Low
3.1 HR professionals are able to design an HR
strategy that links the internal culture to the business
strategy.

3.2 HR professionals are able to implement large-
scale interventions that make change happen.

3.3 HR professionals are able to contribute to
business decision making.

3.4 HR professionals have knowledge of the firm’s
business value chain and its components.

3.5 HR professionals are able to perform work
accurately.

3.6 HR professionals have a good relationship with
employees based on respect and confidence.

3.7 HR professionals effectively communicate with
others in writing and in speaking. _

Low | Moderate | High I\;fg'}’l'
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Statement

Very
Low

Low

Moderate

High

Very
High |

3.8 HR professionals are able to design and deliver
staffing cycles that include hiring, promoting,
transferring, and firing people.

3.9 HR professionals are able to design and deliver
developmental agendas that integrate individual and
| organizational learning and development.

3.10 HR professionals are able to design and deliver
measurement and reward systems that motivate greater
performance.

3.11 HR professionals are able to design
organizational structures and work processes.

3.12 HR professionals are able to use HR
measurements to measure results of HR value
contributions to the firm.

3.13 HR professionals are able to apply information

systems technology to HR processes.

2) The efficiency of the human resource function in delivering human resource activities.

Statement

Very
Low

Low

Moderate

High

Very
High

3.14 Cost per hire

3.15 Cost per trainee hour

3.16 Percentage of performance appraisal completed
on time

3.17 Labor cost per revenue

3.18 Cost of injuries

3.19 Cost per grievance

Part4 The human resource system in your organization.

1) Human resource practices in your organization.

Statement

Moderate

High

Very
High

4.1 Your organization hires new personnel selectively to
find the most suitable persons for the organization.

4.2 Your organization pays employees contingent on
organizational performance.

4.3 Your organization provides extensive training and
development for employees.

4.4 Your organization uses various practices to reduce
status distinctions and barriers among employees. (e.g.
dress codes, language, office arrangements, and wage).
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2) The alignment between the human resource system and the firm’s strategies.

Statement

Very
Low

Low

Moderate

High

Very
High

4.5 Your organization delivers staffing activities (hiring,
promoting, transferring, and firing people) in a way that
consistent with the requirement of the firm’s strategies.

4.6 Your organization provides employee training and
development that are consistent with the requirement of
the firm’s strategies.

4.7 Your organization evaluates employee behaviors
based on the targets determined by the firm’s strategies.

4.8 Your organization provides compensation and
benefits to employees in a way that supports successful
strategy implementation.

4.9 Your organization designs overall structure and work
in a way that supports successful strategy implementation.

4.10 Your organization has a communication process
that facilitates the achievement of the firm’s strategies.

3) The internal alignment of the human resource system (the degree to which the various human

resource activities fit together).

Statement

Very
Low

Low

Moderate

High

Very
High

4.11 Staffing activities in your organizations fit
training and development activities.

4.12 Performance appraisal activities in your
organization fit reward systems.

4.13 Organization structure and work design match
organizational communication systems.

4.14 Performance appraisal and reward system fit
training and development activities.

4.15 Performance appraisal and rewards are
consistent with organization and work design.

4.16 Training and development activities fit
organization and work design.
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Part S Human resource management outcomes in your organization.

Very
Low

Very
High |

Statement Low | Moderate { High

5.1 Your organization is able to move quickly to make
important things happen.

5.2 Your organization has a culture that reflects the
standpoint of the organization that is shared by
employees.

5.3 Your employees are good at the disciplines that
result in high performance.

5.4 Your employees are able to collaborate in ways that
| gain efficiency.

5.5 Your employees are good at generating new ideas
with impact.

5.6 Your organization is good at managing costs of
operation.

Part 6 The contribution of employees in helping to accomplish the key strategic objectives
of your organization.

Very
Low

Very

High |

Statement Low | Moderate | High

6.1 Profit per employee

6.2 Average production per employee

6.3 Turnover rate

6.4 Absenteeism rate

6.5 Frequency of complaints and grievances per year

$490600000¢



APPENDIX B

Questionnaire (Thai Version)
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No. 0526.02/ 49% School of Public Administration

National Institute of Development

Administration

Bangkapi, Bangkok 10240

Tel./Fax (662) 374-4977
June 6 , 2008

Dear

I am writing this letter to ask for your permission for Ms. Jitlada Amornwatana, a Ph.D,
Program (International) Class 10, School of Public Administration, NIDA, to gather research
data from your organization.

Ms. Jitlada is currently working on a doctoral dissertation “Determinants of Strategic Human
Resource Management Effectiveness of Companies in the Garment and Electronic
Industries in Thailand”. The research examines the attributions of strategic human resource
management to the success of firm’s performance. Your organization has been considered a
sample population of this study, in which your information would provide significant insights
and academic contributions to the completion of this research.

I would appreciate it if you could Ms. Jitlada in answering the questionnaires and, in some
cases, allow her at your convenience to interview you. Your information will be processed with
strict confidentiality and only aggregate results will be reported.

Should you need additional informaticn or clarification, please contact Ms. Jitlada at 08-1697-
8951.

Sincerely,

Tippawan Lorsuwannarat, Ph.D.
Associate Dean for Academic Affairs
School of Public Administration

National Institute of Development Administration
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June 5.2082%8

i

Jitlada Amornwatana

School of Public Administration

The National Institute of Development Administration
Bangkok, Thailand ‘

Sub: Inquiry of data collection for a doctoral dissertation

Dear Sir/Madam,

I am currently a doctoral candidate of the Doctoral Program in Development
Administration, School of Public Administration, the National Institute of
Development Administration (NIDA). Now I am conducting a dissertation—
“Determinants of Strategic Human Resource Management Effectiveness of
Companies in the Garment and Electronics industries in Thailand.” This study
attempts to explain factors preceding strategic human resource management
effectiveness in both industries as a means to increase the level of firm’s
competitiveness. Eventually, the contribution of this study will benefit the academic
development in the field of human resource management.

Since you are the top level management, involving directly and indirectly in managing
human resources, your experience will give valuable insights to the questions raised in
this study. Therefore, I would appreciate it if you could respond to this questionnaire,
which consumes about 20 minutes of your time. After all the questions are
completely answered, please send it back by mail in an attached postage paid
envelope.

Please be assured that your information will be treated in high confidentiality. Only
aggregate results will be reported.

Your contribution is greatly important to the success of this study. I would like to

thank you in advance for your participation. If you have any questions, please do not
hesitate to contact me at 08-1697-8951 or Jitlada0474@yahoo.com.

Sincerely Yours,

Jitlada Amornwatana
Doctoral Student
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