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UNIVERSITY OF SOUTHAMPTON 

ABSTRACT 

FACULTY OF BUSINESS SCHOOL 

Human Resource Management 

Thesis for the degree of Doctor of Philosophy 

The Mediating Role of Organisational Culture and Human Capital in 

the Effects of HR systems on Service Performance, OCB and Turnover 

Intentions: a Multilevel Study 

Bander Alrebeay 

 

Relying on the Ability-Motivation-Opportunity (AMO) model, resource-based view 

(RBV), and human capital perspectives, this study examines the influence of HR 

systems (skill-enhancing practices, motivation-enhancing practices, and 

empowerment-enhancing practices) on organisational and individual outcomes. 

Seeking an explanation for the underlying mechanism, this study investigates the 

mediating effect of organisational culture and human capital on the association 

between HR systems with organisational-level outcomes (service performance and 

organisation-citizenship behaviour) and the individual-level outcome (turnover 

intentions). This study considers the important role of employees’ perceptions of 

HR practices by combining the perceptions of HR managers with those of 

employees in a multilevel analysis. The empirical research is based on a sample of 

1,207 usable questionnaires from 129 HR managers and 1,078 employees in 98 

companies in knowledge-based services in Saudi Arabia. The multilevel structural 

equation modelling (MSEM) with Mplus, version 8, is used to analyse the data. 

This study shows that not all HR systems affect organisational outcomes in 

similar ways. While motivation-enhancing practices are the only HR system to 

have a direct effect on service performance, all three HR systems have direct 

effects on OCB and turnover intentions. The skill-enhancing practice have the 

largest effect on OCB while the empowerment-enhancing practice have the largest 

effect on turnover intentions. The analysis reveals that different HR systems may 

contribute to shaping various organisational cultures in order to attain the 



 

 

desired outcomes. While the relationships between skill and empowerment 

practices, and service performance are positively mediated by competitive and 

innovative cultures, such relationships are negatively mediated by bureaucratic 

cultures. In contrast, these culture types have opposite effects on the relationship 

between motivation-enhancing HR practices and performance. 

This study finds that while bureaucratic and community cultures negatively 

mediate the effects of skill- and empowerment-enhancing HR practices on OCB, 

both culture types positively mediate the effects of motivation-enhancement 

practices on OCB. This study does not support the mediating effect of 

organisation culture on the association between HR systems and turnover 

intentions. This study shows that human capital only mediates the relationship 

between motivation-enhancing HR practices and both service performance and 

OCB. 

The present research provides several noteworthy contributions to our 

understanding of the mechanism by which HRM influences performance in the 

service sector. Although the present study describes some of its limitations, it 

highlights a number of important implications for researchers, as well as for 

practitioners. A number of possible directions for future studies have been 

provided. 

 

Keywords: Strategic Human Resource Management, Organisational Culture, 

Human Capital, Performance, OCB, Turnover Intentions, Multilevel Analysis. 
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Chapter 1 Introduction  

1.1 Background of the Study 

Strategic Human Resource Management (SHRM) aims to provide an interpretation 

of why and how HR practices contribute to organisational performance. While the 

traditional approach to HRM research seeks to examine the effects of individual 

HR practices, SHRM aims to investigate the effects of bundles of HR practices on 

organisational outcomes (Wright and McMahan, 1992; Combs et al., 2006; Lepak 

et al., 2006). A growing body of literature demonstrates the impact of HR 

practices and systems on the knowledge, skills, and attitudes of individuals, as 

well as on their motivation and empowerment to perform, which in turn promotes 

outcomes such as service quality (Liao et al., 2009), financial performance (Jee 

Young, 2011), commitment (Boxall et al., 2015), perceived economic outcomes 

(Den Hartog and Verburg, 2004), organisational citizenship behaviour (Alfes et 

al., 2013), perceived organisational support (Zhang and Jia, 2010), profitability 

and marketing (Chan et al., 2004), and turnover (Chow and Liu, 2009; De Gieter 

and Hofmans, 2015). 

Although extensive reviews have been conducted to examine such positive 

relationships (Boselie et al., 2005; Subramony, 2009), identification of the 

mechanisms by which HRM impacts positively on organisational outcomes 

remains seriously limited (Lengnick-Hall et al., 2009; Paauwe, 2009; Guest, 2011; 

Jackson et al., 2014). Some identify a serious weakness in that some research 

assumes that HR practices all have the same impact on performance, on the 

assumption that different practices are equivalent (Jiang et al., 2012b). 

It therefore becomes necessary to look beyond the direct effects of HRM on 

performance and to consider the indirect effect of the intermediate variables 

(Becker and Huselid, 2006). Further investigation needs to be directed towards an 

examination of the interaction effects between HR systems and certain types of 

organisational culture that may yield better performance (Ngo and Loi, 2008; 

Chow, 2012). Another issue neglected in the literature is the simultaneous 

investigation of multiple factors, which may provide better insights into the 

underlying mechanisms, since the reality is complex (Jiang et al., 2013). Others 

have called for further research to examine the mediating roles of human capital 

in the link between HRM and business performance (Ployhart and Moliterno, 
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2011; Banks and Kepes, 2015). Finally, although some previous studies have 

provided fruitful conclusions regarding the relationship between HR systems, 

organisational culture, and performance, they have relied on single respondents, 

mainly managers, which may have led to rater bias (Boselie et al., 2005; Gerhart, 

2007). 

1.2 The Purpose Statement 

Relying on the AMO model, resource-based view (RBV), and human capital 

perspectives, the purpose of this study is to examine the influence of HR systems 

(skill-enhancing practices, motivation-enhancing practices, and empowerment-

enhancing practices) on different outcomes in knowledge-based services that are 

either technologically intense or that use highly educated employees. In seeking 

an explanation for the underlying mechanism, this study investigates the 

mediating effect of organisational culture and human capital in the associations 

between HR systems with organisational level outcomes (service performance and 

organisation-citizenship behaviour) and with the individual level outcome 

(turnover intentions). 

This study investigates the effects of each HR system independently on four types 

of organisation culture and in turn, the effects of those culture types on the 

study’s outcomes. This study presents the indirect effects of three HR systems on 

the outcomes through organisation culture as well as human capital. 

Furthermore, this study will look beyond the mere existence of HR practices, but 

will also consider the way in which these practices are implemented by combining 

the perceptions of HR managers with those of employees in a multilevel analysis 

(Gerhart, 2007). 

The organisational culture will be defined according to the competing values 

framework: competitive culture, innovative culture, bureaucratic culture, and 

community culture (Ogbonna and Harris, 2002; Cameron and Quinn, 2011). The 

human capital refers to the individual’s knowledge, skills, and abilities (Crook et 

al., 2011). Organisational citizenship behaviour represents the discretionary 

behaviour that is not part of formal job duties (Chiaburu et al., 2017). Turnover 

intention is defined as deliberately and consciously leaving the organisation 

(Zhang et al., 2017). 
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1.3 Significance of the Study 

During the past two decades, researchers in strategic human resource 

management investigated how and why human resource practices influence 

organisation outcomes. While the traditional perspective focuses on examining 

the effect of individual HR practices, the strategic approach in HRM stresses using 

bundles of HR practices (Wright and McMahan, 1992; Combs et al., 2006; Lepak 

et al., 2006). The logic behind such strategic assumption is that individual 

practices do not work in isolation but may influence employees alongside other 

HR practices simultaneously (Jiang et al., 2012a). A growing body of research in 

SHRM highlights the point that HR systems work to enhance employees’ abilities, 

motivations, and empowers them to perform in order to achieve organisational 

goals (Liao et al., 2009; Mitchell et al., 2013; Katou et al., 2014). 

However, by reviewing the extant literature, it is apparent that there are some 

neglected issues and certain key challenges still facing HR research in terms of 

theoretical and conceptualisation of HRM, methodological concerns in data 

collection and measurement, and the underlying mechanism by which HR 

enhances performance (Guest, 2011; Jiang et al., 2013; DeNisi and Murphy, 

2017). First, some researchers adopted behavioural perspectives such as the 

ability-motivation-opportunity model where HR practices influence employees’ 

behaviours and attitudes in a way that is consistent with organisational goals in 

order to achieve the desired outcomes (Jackson et al., 2014). The behavioural 

perspective (AMO) focuses on how HR are seen as the main elicit for employees 

behaviours such as organisational citizenship behaviour and turnover intentions. 

It proposes that HR practices influence outcomes by its direct effects on 

employees’ abilities, motivations and opportunities to perform (Delery and 

Roumpi, 2017). The behavioural perspective (AMO) advocates that organisations 

do not work themselves and instead HR influences and encourages employees to 

exert productive behaviours and ultimately achieve the desired outcomes. 

Importantly, behavioural perspectives acknowledge that internal and external 

factors (such as strategy and organisation culture) influence the desirability of 

specific employees behaviour (Jackson et al., 2014). For this perspective, 

appropriate HR practices are deployed in order to make employees to display 

desired behaviours to achieve targeted objectives (Jiang et al., 2013). Other 

researchers adopted RBV, contingency theory, and human capital perspective to 

explain how HR practices impact on employees’ competencies such as their 

knowledge and skills (Boselie et al., 2005). In other words, these macro theories 
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(RBV and human capital) emphasises on human capital which involves employees 

skills, knowledge and abilities. The RBV highlights the potential value of human 

capital and provides further explanation for why human capital could help 

organisations to overcome competitors and proposes that organisation gain 

competitive advantage from rare, valuable, inimitable and nonsubstitutable 

resources. Some state that while the former perspective is concerned with 

employee-level factors from the standpoint of organisational psychology, the 

latter focus on an organisational level of performance from a business 

perspective (Paauwe, 2009; Paauwe et al., 2012).  

This study responds to the need to consider multiple perspectives in the same 

study in order to ‘delineate an overarching picture’, which may yield a better 

understanding of how HR influences organisation outcomes (Jiang et al., 2012b, 

p. 1266). In particular, this could be done by investigating the effects of HR 

systems at the organisation level on employees behaviours at the individual level 

which in turn might affect organisational level outcomes (Paauwe, 2009). This 

involves multilevel theorising which requires cross level of analysis. Therefore, 

combining multiple perspective provide insights to capture how HRM related to 

outcomes. These perspective provide rationale and conceptual logic for the 

linkage between HRM and outcomes.       

Second, much of the previous research used a summed index to measure HR 

practices (Boselie et al., 2005; Denisi and Smith, 2014). In their meta-analysis, 

Combs et al. (2006) indicated that tremendous studies investigated the 

relationship between HR and performance by using HR practices as a 

unidimensional index. In this best practice approach, there is no agreement as to 

what constitutes the HR practices that may lead to confusing recommendations 

(Denisi and Smith, 2014). A serious weakness of such an approach, however, is 

that it assumes that each HR practices have identical effects on outcomes. 

This study challenges this assumption by showing that summarizing HR practices 

into three systems could yield that each system affects organisation outcomes 

differently. The three systems are based on the Ability-Motivation-Opportunity 

(AMO) model, which constitutes the three dimensions: skill-enhancing, 

motivation-enhancing, and empowerment-enhancing HR practices (Lepak et al., 

2006; Bello-Pintado, 2015; Fu et al., 2015). Each HR system contains a 

configuration of some practices that are internally consistent and demonstrate a 

horizontal fit, which ultimately aims to achieve a specific goal (Subramony, 2009). 

Adopting the AMO model does not necessarily mean disregarding the vertical fit 
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but usually it is essential to adopt a configuration approach that emphasises a 

horizontal (internal) fit among practices in each HR bundle, as well as vertical fit 

with other organisation factors such as organisation culture (Delery and Doty, 

1996; Kepes and Delery, 2007; Delery and Roumpi, 2017). 

Furthermore, relying on the RBV, HR systems (rather than isolating individual 

practices) could be a potential source for competitive advantage since, first, it 

includes the appropriate combination of complementary practices and resources 

that constitute valuable internal resources. Also, it has great potential 

inimitability by other competitors due to its complexity when observing HR 

practices as an ambiguous system rather than isolated practices (Barney, 1991; 

Becker and Huselid, 2006). Accordingly, this study responds to the call for a 

shifting in focus from individual HR practices or discrete lists of practices with no 

explicit association between them to investigate the effects of bundles of 

practices that coherently constitute a specific HR system (Guest, 2011; Jiang et 

al., 2013). 

The rationale for using such an approach is that it is not the organisations who 

perform but the individuals who perform in ways that allow the organisation to 

achieve its desired outcomes (Lepak et al., 2006; Jiang et al., 2012b). Employee 

performance is a function of three dimensions: ability, motivation, and 

opportunity to perform where HR systems are designed accordingly to influence 

employee performance. First, HR systems influence an employee’s ability to 

perform by enhancing their skills, knowledge, and attitudes. Second, HR systems 

influence an employees’ motivation to perform by creating positive perceptions 

among employees and providing guidance and rewards for the expected 

behaviours. Third, HR systems influence employees’ opportunity to perform by 

empowering them to exploit their skills and knowledge in the workplace by 

designing a careful work structure and improving employees’ involvement and 

empowerment. Accordingly, this study shows that examining HR systems as three 

bundles may help to improve our understanding of each dimension’s unique 

contribution (Jiang et al., 2012a). Therefore, HR practitioners could decide which 

HR practices to invest in, in order to achieve specific desired outcomes. 

Third, one of the major conceptual problems facing HRM research is an 

appropriate articulation of the “black box” that would provide a logical account of 

the HRM-organisational performance linkage (Becker and Huselid, 2006, p. 915). 

Although extensive reviews have been conducted to examine such positive 

relationships (Boselie et al., 2005; Subramony, 2009), identification of the 
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mechanisms by which HRM impacts positively on organisational outcomes 

remains seriously limited (Lengnick-Hall et al., 2009; Paauwe, 2009; Guest, 2011; 

Jiang et al., 2012b; Jackson et al., 2014). 

Several authors insist that it is necessary to look beyond the direct effects of HRM 

on performance by considering the indirect links and the complex effect of other 

intermediate variables that may affect such a link (Wright and Boswell, 2002; 

Becker and Huselid, 2006; Jiang et al., 2012b). One of the more promising efforts 

to illuminate the “black box" was the work of Bowen and Ostroff (2004), who 

sought to explain not only how HR practices influence performance but also why 

bundling of HR systems, which is an internally coherent practice, rather than 

individual practices have proved more fruitful. HR systems promote a collective 

consensus and consistency that leads to the emergence of a shared perception 

among employees for the desired performance, which in turn affects employees’ 

attitudes and behaviours and ultimately promotes organisational performance. 

By responding to the call from previous research (Jiang et al., 2012a), the study 

examines the mediating effects of contextual factors such as organisation culture 

in the service sector on the relationships between three HR systems and different 

outcomes. Organisational culture could serve as a tool facilitating communication 

among employees in order to accomplish tasks through the creation of shared 

desired attitudes and behaviours (Schneider et al., 2013; Ehrhart et al., 2014). It 

is anticipated that certain HR systems are more likely to associate with certain 

types of organisation culture. Organisations with cultures that advocates 

competitiveness and innovativeness are more likely to have superior service 

performance while advocating cohesiveness and group work are more likely to 

encourage extra role behaviours and reduce intentions to leave. As such, this 

study shows that in order to create the desired outcomes, different HR systems 

have different paths through an organisation’s culture. This study demonstrates 

that HR systems are not interchangeable with one another and each system has a 

unique mechanism to influence performance. 

In addition, it is not HR practices themselves that are considered as the main 

source of competitive advantage (Fu et al., 2015). Rather, it is the value generated 

by its human capital that provides an organisation with the means by which to 

achieve the desired goals and competitive performance (Takeuchi et al., 2007; 

Kim and Ployhart, 2014; Nyberg et al., 2014). This value could be obtained by 

attracting, developing, and attaining talented people by the appropriate HR 

practices. Therefore, the simple possession of great human capital does not 
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guarantee superior performance unless appropriate HR systems have been 

adopted in the workplace (Delery and Roumpi, 2017). 

Some previous HRM research has investigated the mediating effects of 

organisation culture (Ngo and Loi, 2008; Chow, 2012) and human capital 

(Gardner et al., 2011) in the relationships between HR and performance. On the 

one hand, the role played by the alignment of bundled HR practices with 

organisation culture types and human capital in leveraging service performance 

and helping behaviours as well as reducing turnover intentions have been 

neglected. On the other, there have been many calls for further research to 

investigate multiple mediators simultaneously in a single study for a better 

understanding of the underlying mechanisms (Jiang et al., 2013). By doing so, 

researchers, as well as managers, could obtain insights in terms of the 

appropriate mechanism to achieve the desired outcomes. 

One of the apparent challenges facing the future of HR process is the changing 

trend from manufacturing to service and knowledge-based economy (Ryan and 

Wessel, 2015). A growing focus on the service economy raises some new 

demands and changes in HR practices, the majority of which were designed for 

manufacturing purposes on the past few decades. Working in the knowledge and 

services industry highlights the importance of investment in employee’s 

knowledge and skills, and working to enhance employees’ retention since they 

are not substitutable. Such kinds of organisations tend to design their HR 

practices in a way that select highly-talented candidates, provides competitive 

incentives to ensure that their knowledge workers are well motivated, and design 

jobs to promote autonomy, innovation, and team work (Stone and Deadrick, 

2015). Service work is generally characterised by high ambiguity and little 

interdependence among its tasks, which requires distinct HR practices that 

associate with organisation culture and the desired outcomes (Combs et al., 

2006; Liao et al., 2009; Katou et al., 2014). This study responds to many calls for 

further research to examine the “black box”, in particular, knowledge-based 

services rather than more routine services, particularly since the primary assets 

for it are based on employee knowledge, capabilities, and expertise (Fu et al., 

2015). 

Finally, research in SHRM has mostly focused on either the macro-level (Takeuchi 

et al., 2007; Messersmith et al., 2011) or the micro-level (Boxall et al., 2011). 

While the former analysis neglects the perceptions of employees towards the 

implementation of HR in the workplace, the latter analysis tends to neglect the 
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effects of organisation factors in individual attitudes and behaviours (Klein and 

Kozlowski, 2000; Jensen et al., 2013; Subramony and Pugh, 2015). This study 

overcomes these limitations by using the multilevel structural equation model in 

order to provide a rigorous examination of the cross effects of HR systems and 

organisation culture on individual outcomes as well as on organisational 

outcomes. 

1.4 The Research Setting 

This study is conducted in the service sector in the Kingdom of Saudi Arabia 

(KSA), which is the largest country in the Arab peninsula, located at a crossroads 

between Asia, Africa, and Europe. While the west coastline stretches across the 

Red Sea for about 1,100 miles, the east coastline is on the Arabian Gulf and 

measures 350 miles (Ministry of Foreign Affairs, 2017). The first Saudi state was 

established in 1744 and the new kingdom was united by King Abdul-Aziz Al Saud 

in 1932. 

Currently, the KSA is one of the most competitive countries in the Middle East and 

North Africa (MENA) region. With its high gross domestic product (GDP) and 

annual growth rate (3.5%), it is considered to be one of the largest 20 economies 

in the world and its rapid GDP growth is only behind China and South Korea 

(Saudi Arabian Monetary Agency, 2015). In terms of macroeconomic stability, its 

economy is ranked fourth in the world. The KSA invests heavily in human 

resource development and education (about 25.10%), health services and social 

development (around 10%) of the 2015 budget (Saudi Arabian General Investment 

Authority, 2017) which is relatively high compared to its Gulf neighbours such as 

Bahrain (7.6% of the budget) and Oman (12% of the budget) (The World Bank, 

2016). Investment in education in Saudi Arabia is also higher than most countries 

in the G20 such as the United Kingdom (6.6%), United States (6.2%), and France 

(5.3%) (OECD, 2017). 

Although these figures indicate very strong economic status, recently, oil-

producing countries face difficulty in their economic growth due to a huge drop 

in oil prices and revenue. Approximately 55% of employees in the Gulf countries 

considered leaving their jobs in 2017 (Hays Gulf Region, 2017). Because of the 

drop in oil prices, approximately 14% of private companies in Saudi Arabia (like 

its neighbours) planned to make some staff redundant in 2016. Professionals 
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noticed a relatively modest salary increase at 5.9% but this was diminished by an 

increase in the rate of inflation (Gulf Talent, 2017). 

In order to maintain its sustainable growth, the Saudi government continued to 

diversify its economy and made a strategic shift away from an economy based on 

raw resources, such as oil and gas (which constitutes around 27.49% of its GDP in 

2017), to a knowledge-based economy such as services (General Authority for 

Statistics, 2017). Recently, Saudi Arabia launched its 2030 Vision as a 

comprehensive and ambitious blueprint to reinforce the capabilities of its 

economy and build a thriving country (Saudi Vision 2030, 2017). 

However, this ambitious target is hindered by some challenges that may shape 

the labour market in Saudi Arabia (Mellahi, 2007). For instance, high population 

growth is considered to be one of the significant factors in this regard. The 

population of Saudi Arabia is estimated to be 31,742,000 in 2017 (General 

Authority for Statistics, 2017). The population has increased rapidly from less 

than 3 million in 1950 and the country is considered to have one of the highest 

birth rates in the world. Its population is relatively young, where 46.9% of the 

population is under 25 years of age and 45.40% of the population is between 25 

and 54 years of age (Saudi Arabian General Investment Authority, 2017). This 

creates challenges for government to provide sustainable jobs for the increasing 

number of youths who join the labour market annually. 

In 2016, the unemployment rate was approximately 12.3% (increased from 11.7% 

in 2014) (General Authority for Statistics, 2017). With a high population growth 

rate along with a high percentage of youth, there is huge pressure on the labour 

market to create sufficient sustainable jobs (Mellahi, 2007; Afiouni et al., 2014). 

Despite increased expenditure on the development of human resources, such as 

education and training (Budhwar and Mellahi, 2007), barely 34% of Saudi workers 

work in the service sector. This problem is intensified by the fact that more than 

36% of service workers leave their jobs within two years. 

Such problems raise questions about the ability of the service sector to attract 

and retain potential human resources, on the one hand, and whether the 

organisational culture and values could play a greater role in this situation, on the 

other. Specifically, companies invest much money, time, and effort to attract 

potential candidates. However, perhaps the HR systems adopted by service 

companies are not sufficiently rigorous to attract and retain people with the right 
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talent who are also committed and congruent with the company’s values and 

norms. 

Therefore, it is suggested that the adoption of appropriate HR practices could 

interact with organisational culture to shape the desired attitudes and behaviours. 

Furthermore, the increasing rate of turnover from this sector raises questions 

about the capacity of its HR systems to provide competitive initiatives to motivate 

and empower its human capital to perform well. Through careful reconsideration 

of the situation, not only could the service sector become a desirable place for 

Saudi youth to work, but, in addition, its productivity and contribution to the 

national economy could be enhanced. 

 

1.5 Structure of the Thesis 

This thesis is composed of seven themed chapters. 

Chapter two gives a critical review of the current literature related to the study in 

three sections. The first section provides a brief overview of the theories that 

underpin SHRM research in general and those that are used specifically in this 

study. This includes its applications to the research as well as a critical 

perspective on methodological concerns. The second section provides an 

extensive review of organisation culture including various frameworks for 

understanding organisation culture, methods for conducting research in 

organisation culture, and extensive reviews of studies that investigate the 

relationship of culture with performance and the approaches to measuring 

organisation culture. The main body of the literature review is the third section 

that discusses findings from a systematic review of the extant literature that 

examines the role of organisation culture in the relationship between HRM and 

performance. 

Chapter three contains two sections, the first of which presents conclusions from 

the literature review and outlines some neglected issues and certain key 

challenges in order to set a broad direction for the present study. The second 

section provides the theoretical framework and research hypothesis for this 

study. 

Chapter four discusses the methodology used in this study. The chapter starts by 

describing the study sample, then there is a brief discussion on the effects of the 
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analysis level on the sampling and the sample size, and the response rate to 

multilevel studies in SHRM research. This chapter also presents the measures 

used in this study and the data analysis used to test the hypothesis. 

The fifth chapter presents the findings of the research, focusing on the following 

key themes: descriptive statistics, examining the data quality for multilevel 

analysis and inspecting the assumptions for the multilevel analysis. The main 

body of this chapter presents the multilevel structural equation model that 

demonstrates the measurement model evaluation, unit-level analysis, and the 

multilevel SEM (2-2-1 mediation). 

Chapter six contains several sections that discuss the major findings of the study. 

This chapter provides an interpretation of the results of the analysis under the 

following sections: the direct effects of the three HR systems on service 

performance, OCB and turnover intentions, the direct effects of HR systems on 

the four organisational culture types, and the indirect effect of HR systems on the 

study’s outcomes through both the mediating effect of organisational culture and 

through human capital. 

The final chapter is the conclusion that presents a summary of the main findings 

of the study. This chapter provides various theoretical contributions for this study 

in terms of improving our understanding of the field of SHRM and how it 

advances some methodological approaches for multilevel studies. This chapter 

highlights some significant implications for the managers, as well as for 

employees in the service sector. The final two sections present the limitations of 

the current study and recommendations for future research. 
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Chapter 2 Literature Review 

2.1 Introduction 

This chapter provides a critical review of the current literature related to the 

study in three parts. The first part presents the theories that underpin the 

research in SHRM and utilise in this study; the resource-based view (RBV) and 

human capital. It gives an overview for these perspectives, its application in 

research and some critical concerns that highlighted in literature. The second 

part provides a review for organisation culture and its association with 

performance. It starts by presenting frameworks for understanding such 

construct, various methods for researching organisation culture and an 

extensive review for studies that investigate the relationship between 

organisation culture and performance and the approaches to measure 

organisation culture. The third part provides a systematic review for the extant 

literature that investigate the role of organisation culture in the relationship 

between HR and performance which helps to draw a direction for the current 

research.    

 

2.2 Part I: Theories Underpinning SHRM Research 

Identifying the underpinning theory provides valuable insights into how best to 

conceptualise the research problem, how it would be studied, the potential 

relationship between the most influential variables and, importantly for SHRM 

research, how HR systems might relate to particular organisational outcomes 

(Boselie et al., 2005).   

Several attempts have been made to identify the most cited theoretical 

frameworks in the SHRM literature (Wright and McMahan, 1992; Jackson and 

Schuler, 1995; Boselie et al., 2005; Schuler and Jackson, 2005; Lepak et al., 

2006; Jackson et al., 2014). For instance, Boselie et al. (2005) reviewed 104 

empirical studies investigating the impact of HR practices and systems in terms 

of various performance outcomes. They found that the dominant theoretical 
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frameworks were the RBV (resource-based view), AMO (ability-motivation-

opportunity) theory, and contingency theory.  

This aligns with the conclusions from the next couple of sections (2.3 and 2.4) 

where empirical studies focused on the relationship between HRM and 

performance with reference to the role of organisational culture. A majority of 

studies have adopted the RBV (see for example (Chew and Sharma, 2005; Ngo 

and Loi, 2008; Patel and Cardon, 2010; Jee Young, 2011). Others like (Katou 

and Budhwar, 2010) are based on the AMO framework. The human capital 

theory has provided the underpinning rationale for several other studies 

(Carmeli and Tishler, 2004; Chan et al., 2004; Chow, 2012). In a few studies, 

contingency frameworks have linked the relationship between HRM and 

performance with organisational strategy or external environment (Harris and 

Ogbonna, 2001; Chow and Liu, 2009). Interestingly, a number of studies have 

been based on more than one theory. Katou and Budhwar (2010) built their 

theoretical rationale on a combination of contingency theory, the RBV, and 

AMO theory. Some have utilised both the RBV and human capital theory to 

examine the complex relationship between HR systems and practices and 

organisational culture and its effect on performance (Carmeli and Tishler, 

2004; Chan et al., 2004). The following sections present a brief outline of the 

theories on which the current study is based, with justifications for their 

application to SHRM research.     

2.2.1 Resource-Based View (RBV) 

2.2.1.1 Overview of the RBV and its assumptions  

A large and growing body of literature in business strategy concerns how 

internal capabilities are generated, utilised and exploited in order to generate 

competitive advantage (Barney, 1991; Wright and McMahan, 1992; Boxall and 

Purcell, 2000). This perspective, known as the ‘Resource-Based View’ (RBV), 

asserts the value of certain resources that have the potential to produce and 

apply organisational capabilities by exploiting opportunities and/or 

neutralising threats (Barney, 2001). The main proposition is that organisational 

success is driven by sustained competitive advantage, which is based on 
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gaining and controlling resources and capabilities that are valuable, rare, 

inimitable and non-substitutable (VRIN) (Barney, 1991). It can be argued that 

the RBV is a shift in strategic thinking from focusing outward, on the external 

environment and industrial competitiveness, to an inward perspective that 

attends more to internal capabilities and resources (Wright et al., 2001; Boselie 

and Paauwe, 2009) by analysing and evaluating organisational weaknesses as 

well as strengths (Barney, 1991). While Boxall and Purcell (2011, p. 100) 

maintain that both external and internal orientations are strategically crucial, 

what the RBV precisely highlights by ‘re-balancing the literature on strategy’ is 

the importance of those neglected internal resources.   

The fundamental proposition of the RBV, according to Boxall and Purcell 

(2011), is that organisations are heterogeneous even when operating in a 

shared business environment. In particular, resources may be imperfectly 

imitable, for any of three reasons: path dependency, causal ambiguity and 

social complexity (Barney, 1991). Path dependency refers to how resources 

attain value over time and after a succession of events and choices. Second, 

these events and choices are played out in complex social contexts and in the 

interactions between the actors involved, creating a unique network of internal 

and external resources. The third barrier to imitation is causal ambiguity, as 

the cause-and-effect relationships between organisational resources and an 

organisation’s sustained competitive advantage can be difficult for their 

competitors to grasp, and so those causes remain ambiguous. 

For any organisation, human resources are considered fundamental to 

economic value (Becker and Gerhart, 1996; Jackson et al., 2014). Although 

other types of resource such as physical (technology, location) and 

organisational resources (systems, structure and activities) are also significant, 

HR systems are arguably of greater influence in gaining a competitive 

advantage (Jackson and Schuler, 1995). On one interpretation, effective HRM 

systems support organisations in acquiring and transforming the human 

capital of its employees into essential organisational capabilities, which in turn 

promote organisational effectiveness (Jackson et al., 2014). The complexity of 

the HR system can also be seen to enhance the organisation’s inimitability 

(Becker and Gerhart, 1996; Colbert, 2004; Boselie and Paauwe, 2009).  
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2.2.1.2 Application of RBV to SHRM research 

The ongoing debate about the RBV (Barney, 2001; Priem and Butler, 2001; 

Ambrosini et al., 2009) will be discussed in this section. In recent years, there 

has been an increasing interest in studying SHRM by applying the RBV rationale 

(Wright et al., 2001; Colbert, 2004; Becker and Huselid, 2006; Easterby-Smith 

et al., 2009; Boxall and Purcell, 2011). In general, it is argued that human 

resources are valuable (i.e. contribute to organisational effectiveness), rare 

(they are not available in the same way as other resources), inimitable (difficult 

for competitors to replicate) and non-substitutable (their functions are difficult 

to achieve by other means) (Barney, 1991; Wright and McMahan, 1992). 

However, Boselie and Paauwe (2009) claim that the most important feature 

from a HR standpoint is that human resources are difficult to imitate. Becker 

and Gerhart (1996) characterise this difficulty of replication as owing to causal 

ambiguity and path dependency. It is not easy for competitors to comprehend 

the exact mechanism of interaction between HR systems and practices and 

other organisational factors in engendering value. Moreover, HR systems are 

developed over considerable time, becoming embedded and understood at 

various levels, again impeding immediate replication by competitors.     

Importantly, the RBV offers a number of advantages for HRM research (Boselie 

and Paauwe, 2009). In particular, its main focus is the inimitability of human 

resources, which usually gets less attention than other physical or 

organisational resources. In addition, the RBV is concerned more with how an 

organisation can sustain its competitive advantage and profitability while other 

theories (such as the behavioural theories) focus on behavioural outcomes. In 

short, the RBV provides an explanation and interpretation of why HR can lead 

to competitive advantage. Wright et al. (2001) insisted that sustainable 

competitive advantage is not just a single function but rather a mixture of 

human capital components such as skills and knowledge, as well as other 

practices and behaviours. 

Several authors have deployed the RBV as a theoretical rationale for their 

empirical research to illustrate how HRM can serve as a potential provider of 

sustained competitive advantage. Huselid (1995) evaluated the link between 
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high performance workplace practices (HPWPs) and performance based on the 

RBV, contending that investment in human capital tends to reduce the 

possibility of imitation. In particular, based on a survey of HR managers in 968 

US firms, he found positive effects of HPWP in lowering employee turnover and 

enhancing productivity and financial performance. It can be concluded that 

investment in HPWPs creates valuable human capital that may be difficult for 

competitors to duplicate. However, the effectiveness of HRM practices is 

conditioned by the availability of highly skilled human resources that are 

motivated and have the opportunity to perform. 

Another study to use the RBV as a theoretical framework was Boxall and 

Steeneveld (1999), but their approach differed from the previous study and 

from other dominant cross-sectional tests. In their study, which can be 

characterised as industry-based research, Boxall and Steeneveld used a 

longitudinal approach, enabling them to distinguish different forms of 

organisational competitive advantage. It is claimed that a case study approach 

provides particular insights into historical incidents that are important in 

understanding competitive advantage. Accordingly, their study addressed the 

relationship between HR strategy and competitive advantage by interviewing 

employees from various levels in three New Zealand engineering consultancies. 

It emerged that because of the quality of their human resource, one firm had 

achieved a competitive advantage in 1994. However, by 1997, the other two 

firms had achieved more competitive positions, probably because they had 

either successfully imitated that human resource advantage or because the 

former’s human resource advantage is currently uncertainty. The former firm 

failed to develop enviable and consistent application of HR polices that are in 

commonplace in such complex industry. The other two counterparts increased 

the level of formalization of their HR systems by for instance improving 

performance management, attracting talented employees and offering 

competitive rewards. The findings of this study suggest that professional 

service firms could achieve industry leadership by recognising and enacting 

superior HRM. It is essential to utilise HR strategies that aim to make firms in 

industry leadership which might generate competitive advantage.  

In Korea, Bae and Lawler (2000) examined the effects of organisational and 

HRM strategies on performance. In particular, this study investigated the effect 
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of HRM values on high-involvement HRM strategies and organisational 

performance in a survey of 138 firms. The findings confirm that companies 

where management perceived HRM as valuable and people as a source of 

competitive advantage were more likely to have high-involvement HRM 

strategies. The study also found that firms where HR was highly valued showed 

better performance. Based on the RBV rationale, the authors concluded that 

workers are not a cost; rather, people and HR systems are crucial sources of 

competitive advantage. However, the study suffers from the limitation of 

collecting data from a single respondent in each firm. 

Others have argued that HRM and organisational culture must be congruent in 

order to be a source of competitive advantage and promote organisational 

effectiveness (Den Hartog and Verburg, 2004; Ngo and Loi, 2008; Chow and 

Liu, 2009). For instance, Den Hartog and Verburg (2004) argued that HRM 

(HPWP) is a unique source of competitive advantage, which is achieved by 

exploiting the skills and knowledge of the workforce, in turn enhancing 

organisational performance. They also suggested that successful organisations 

are distinguished by clearly articulated and shared values and norms (i.e. 

culture), so that synergies between HR practices and other factors such 

organisational culture may improve performance. Den Hartog and Verburg 

(2004) study was based on two questionnaires sent to 175 Netherland 

organisations. HR managers were asked to respond in respect of HPWPs while 

the chief executives’ questionnaires related to organisational culture and 

performance. The study confirmed the significant impact of HPWP on 

organisational culture as well as on performance outcomes, again indicating 

the advantages of effective HRM.   

In the same vein, Ngo and Loi (2008) explored the complex relationship 

between HR flexibility, organisational culture and performance. HR flexibility 

means that employees adopt attributes such as flexibility of skills and 

behaviours in response to environmental changes. Drawing again on the RBV, it 

is claimed that HR flexibility is a source of competitive advantage as a 

capability that is valuable, rare, inimitable and non-substitutable. Additionally, 

organisational culture is noted as another source of sustainable competitive 

advantage that in turn enhances organisation performance (Barney, 2001). Ngo 
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and Loi (2008) posited that a culture of adaptability, which emphasises 

flexibility and responsiveness, would be fostered by adopting HR flexibility, in 

turn boosting HR-related and market-related performance. Their analysis of 

data from 181 HR managers in MNCs in Hong Kong found support for the role 

of adaptability culture in mediating between HR flexibility (employee behaviour 

and practice) and performance. Their study shows that HRM and organisational 

culture must be congruent in order to be a source of competitive advantage 

and promote organisational effectiveness.     

Similarly, Chow and Liu (2009) examined the impact of HR practices aligning 

organisational culture and strategy on enhanced performance. They 

emphasised that competitive positioning is determined by appropriate 

planning of HR practices stressing internal coherence and consistency with 

organisational strategy. HR systems are proposed as a source of competitive 

advantage in shaping employee behaviours. Chow and Liu (2009) conducted 

interviews with 48 HR managers to develop a HR measurement scale and then 

analysed questionnaire responses from 451 Chinese firms. Their findings 

support a relationship between performance and both inducement-HR (based 

on incentives) and involvement-HR (based on more autonomy), when combined 

with an appropriate culture. In other words, the study uses the RBV to show 

how the choice of HR systems is influenced by an appropriate culture.  

In summary, the RBV is the central theoretical underpinning in several 

empirical studies in SHRM. Boxall and Purcell (2011) stressed that the 

fundamental purpose of the RBV is to determine which are the most valuable 

resources and how they can be protected from imitation by competitors. The 

central premise of this perspective is the differentiation between firms, even 

within the same industry (Boxall and Purcell, 2011), which is attributed to the 

three barriers to imitation mentioned earlier—path dependency, causal 

ambiguity, and social complexity—making it difficult for competitors to 

replicate HR practices and systems to gain the same results. To explain the 

difficulty of imitating HR systems, Becker and Gerhart (1996) insisted that 

replication requires knowledge of how these complex elements (HR practices 

and systems) interact with each other and, importantly, how they promote 

employee and organisational performance. The fact that HR systems need 
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considerable time for development indicates the importance of distinctive 

historical circumstances in achieving success (Becker and Gerhart, 1996). 

The preceding discussion demonstrates how the RBV can explain why HRM is 

considered to be a source of competitive advantage. In general, competitive 

advantage is not a function of any specific factor but a mixture of elements of 

human capital such as knowledge, skills, and behaviours (Wright and 

McMahan, 1992; Wright et al., 2001). Moreover, organisational competitive 

advantage is seen to be achieved by not only acquiring but also by developing, 

combining and exploiting human, physical and organisational resources to 

generate value that is difficult for competitors to imitate (Barney, 1991; 

Colbert, 2004). Nevertheless, several authors have criticised some aspects of 

the RBV, and the next section sheds light on some of the main issues.  

   

2.2.1.3 Critical Perspectives and Methodological Concerns  

Before proceeding to the main concerns expressed in relation to the RBV, it is 

worth noting that the previous studies, with the exception of Boxall and 

Steeneveld (1999), conducted their studies across various industries. This 

approach seems to neglect any differences in the nature of work and 

environmental influences, as well as uniquely required employee competencies 

and capabilities, which must clearly be aligned with the industry in question 

(Boxall and Purcell, 2000; Boselie and Paauwe, 2009). Boxall (2003) and Boxall 

and Purcell (2011) noted that across industries and societies there are 

variations in quality of competitive advantage that may affect organisational 

capabilities and strengths. For this reason, the generalisability of some 

findings from the studies mentioned above remains questionable.  

Although case studies within a single organisation may provide more detailed 

insights and a more focused picture of the mechanisms by which HRM enhance 

performance and so add value (Becker and Gerhart, 1996), longitudinal studies 

lack generalisability from single cases to other firms and/or other industries. 
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In addition to methodological concerns, single respondents have constituted a 

serious limitation for many previous studies, with the exception of the study by 

Chow and Liu (2009). Gerhart et al. (2000) argue that a single respondent 

approach makes it very difficult to obtain an accurate view of complex HR 

systems and practices; the individual respondent has a limited view of the 

organisation as a whole, and so the reliability of data is questionable. 

Moreover, a solo respondent is affected by self-interest, which is a potential 

source of bias (Gerhart et al., 2000). 

A number of authors have reported critiques of the RBV (Priem and Butler, 

2001; Lado et al., 2006; Kraaijenbrink et al., 2010). Priem and Butler (2001) 

question the usefulness of the RBV as a tool for strategic analysis of a firm’s 

existence and boundaries—specifically, they disputed the notion that a 

resource must be valuable, rare and nonsubstitutable in order to be a source of 

competitive advantage. In particular, they argued that the RBV suffers from a 

lack of theoretical grounding and definition, that it seems to be tautological 

and that it could not be examined empirically by generating appropriate 

hypotheses. They also identified ambiguity, in terms of the ‘black box’ 

between organisational resources and competitive advantage, as another 

problem, and they criticised the static assumptions of the RBV. Finally, they 

noted the RBV’s neglect of contextual issues.  

However, these claims have recently been challenged by a number of authors 

(Barney, 2001; Wright et al., 2001; Kraaijenbrink et al., 2010) on a number of 

counts. First, the RBV’s initiators did not intend to establish a pure theory, nor 

to identify or define a firm’s boundaries, so eliminating any need to prove that 

the RBV meets the criteria for a theory of the firm (Kraaijenbrink et al., 2010). 

Barney (2001, p. 46) demonstrated that most empirical studies do not seek to 

test the basic concepts of the RBV but rather exploit it to ‘establish the context 

of some empirical research—for example, that the focus is on the performance 

implications of some internal attribute of a firm—and are not really direct tests 

of the theory developed in the 1991 article’. Boselie and Paauwe (2009) 

favoured the application of human capital theory and AMO theory as well as 

the RBV to offer a framework that could grasp why HR practices are valuable 

and unique. This issue will be addressed in the following sections. 
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In terms of the criticism raised above regarding the lack of understanding of 

the precise relationship between HRM and performance, Boselie and Paauwe 

(2009) and Paauwe and Boselie (2005) asserted that the potential added value 

of HRM and its impact on performance could be fulfilled by alignment of HR 

strategy with organisational strategy, effective implementation by HR 

managers and front line mangers, employees’ attitudes and behaviours and 

finally organisational performance as measured by productivity, flexibility and 

profitability. Moreover, Boselie and Paauwe (2009) identified the study by 

Bowen and Ostroff (2004), examining the link between HR systems’ strengths 

and organisational outcomes, as a decent example of how the RBV provides 

insights into the precise relationship between HRM and performance. 

Finally, Priem and Butler (2001) also criticise the RBV for its static assumptions 

and lack of consideration for context, as many insist that context is very 

crucial in SHRM research (Boxall and Purcell, 2000; Boxall, 2003). Contingency 

fit is adopted in several studies when applying the RBV to link HRM and 

performance with the effects of other variables (Chow and Liu, 2009; Katou 

and Budhwar, 2010). Others such as Chow (2012) and Chan et al. (2004) have 

examined the contingency relationship in SHRM by studying human capital in 

addition to the RBV, as will be discussed in more detail in the following section. 

Therefore, it is possible to conclude that the fit perspective is dynamic and not 

static as claimed above. 

In summary, the RBV has been very influential in the areas of strategy and 

SHRM, providing ‘a theoretical bridge between these two fields’ (Wright et al., 

2001, p. 716). In particular, it highlights the significance of internal 

capabilities, competencies and resources in generating sustainable competitive 

advantage. In so doing, the RBV highlights the potentially constructive role of 

HRM practices in meeting strategic challenges and provides better insights for 

both researchers and practitioners. The preceding discussion indicates the 

significance of studying human capital as well as the RBV in empirical SHRM 

research. The next section provides a brief outline of human capital theory and 

its applicability to SHRM.  
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2.2.2 Human Capital Theory 

2.2.2.1 Definition and Concept 

Human capital theory offers an alternative rationale for how firms manage their 

human resources (Schuler and Jackson, 2005). The fundamental premise here 

is that human capital adds value and promotes productivity in the same way as 

other forms of capital. In other words, investments in human capital such as 

the costs of training, retaining and motivating employees are seen as assets 

rather than costs (Wright et al., 2001; Wright and McMahan, 2011). Human 

capital can be gained either by acquisition of the right talents from outside the 

organisation or from inside by promotion and extensive training and 

development of existing human resources (Jackson and Schuler, 1995; Wright 

et al., 2001). Both decisions are based on the value of deploying human capital 

and the costs of each choice for the organisation, depending on environmental 

circumstances (Schuler and Jackson, 2005).  

Schultz (1961, p. 3) coined the term ‘human capital’, claiming that the value of 

workers is not in acquiring stock for the firm, ‘but from the acquisition of 

knowledge and skills that have economic value’. However, while this economic 

view focuses on skills and knowledge, some claim that most of the literature 

now emphasises how individual choices constitute an investment in their own 

human capital, through training, education and gaining specific knowledge 

(Wright and McMahan, 2011). In contrast, psychologists have examined the 

impact of organisational interventions, including HR practices like training and 

performance appraisal, in developing individuals’ human capital. Nevertheless, 

Wright and McMahan (2011) acknowledge that the economic approach exploits 

micro-level human capital to generate outcomes at the macro level (group, 

unit, organisation). In other words, human capital at the micro level means that 

individuals have specific characteristics that may yield individual outcomes, 

while the aggregation of individuals’ combined human capital would provide 

value at the macro level.  

In their broad review, Nyberg et al. (2014) conclude that there is a lack of 

consensus about the conceptualisation and measurement of human capital. To 

clarify, some researchers treat human capital at either an individual level (Coff 

and Kryscynski, 2011) or a unit/organisation level (Hitt et al., 2001) while 
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some others integrate the two, claiming that multiple human capital implies 

combinations and interactions between a number of single human capitals 

(Ployhart and Moliterno, 2011; Wright and McMahan, 2011; Campbell et al., 

2012). This lack of a common understanding between researchers manifests 

itself in the following variety of definitions. 

Despite the recent increased focus on the macro level, Coff and Kryscynski 

(2011, p. 1430) define human capital at micro level as an ‘individual’s stock of 

knowledge, skills, and abilities (hereafter, skills) that can be increased through 

mechanisms like education, training, and experience’. It is argued that 

individual human capital is the essence of collective human capital 

(organisation level), which is constituted by an aggregation of human capital 

resources. Furthermore, these authors claim that a fuller understanding of 

individual human capital would enable us to recognise how firms meet 

challenges such as the attraction, motivation and retention of talented people 

in order to generate sustainable competitive advantage. 

In the same vein, Crook et al. (2011, p. 444) defined human capital as ‘the 

knowledge, skills, and abilities (KSAs) embodied in people’. These resources, 

including experiences, knowledge and training, are perceived as influencing 

performance. In short, the RBV provides a theoretical explanation of why 

superior human capital may lead to superior performance. However, this is 

qualified by the difficulty of imitating or replicating such resources. Crook et 

al. (2011) contended that researchers realise that the knowledge embedded in 

human capital is a unique source of competitive advantage. In general, it is 

quite challenging for competitors to copy or acquire human capital, not least 

because of its rarity and cost, unless it is considered worthwhile to purchase it.    

In contrast to the above emphasis on the micro level of human capital, Wright 

and McMahan (2011) acknowledged the significance of distinctions between 

individual and collective human capital (as discussed below) by Ployhart and 

Moliterno (2011). Wright and McMahan (2011, p. 95) defined human capital as 

‘the aggregate accumulation of individual human capital that can be combined 

in a way that creates value for the unit’. However, they admit that firm-level 

human capital is more complex than the simple accumulation of individual 
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human capital, which fails to clarify the mechanism by which individual human 

capital supports performance. Moreover, it fails to explicate how firm-level 

human capital is created and from where it is generated, and it assumes that 

more individual KSAOs make it more likely that firms will attain superior 

performance and competitive advantage (Ployhart and Moliterno, 2011; Wright 

and McMahan, 2011). 

This position is supported by Ployhart and Moliterno (2011), who consider 

human capital as a unit/organisation level construct. According to Ployhart and 

Moliterno (2011, p. 128), human capital is defined as ‘a unit-level resource that 

is created from the emergence of individuals’ knowledge, skills, abilities, and 

other characteristics (KSAOs)’. This definition, according to the authors, 

maintains the notion of emergence of valued unit-level (group, department, or 

organisation level) human capital from the transformation and combination of 

individuals’ KSAOs. It is argued that this definition is therefore distinct from 

other definitions that simply assume that human capital at each level affects 

the other; instead, it explains how human capital originates from individual-

level KSAOs. Specifically, it suggests a process of emergence in which dynamic 

and complex interactions between individuals’ cognitions, behaviours and 

affection over time are ultimately amplified to formulate emergent unit-level 

human capital. In other words, it affirms human capital as a collective resource 

at unit-level but originating in the combination of individuals’ KSAOs. Ployhart 

and Moliterno (2011) challenged the assumption that more KSAOs at the 

micro-level is better for the firm-level because it may simply be that the firm’s 

competitive advantage is driven by another specific, individual human capital. 

This provides an explanation for the theoretical process for human capital 

emergence. At the unit-level, human capital equates an aggregation of 

knowledge and skills in the organisation and is frequently measured by 

managerial self-report.  

Having discussed a variety of definitions of human capital from the literature, 

the following section addresses the importance of human capital in SHRM 

research, as well as its role in supporting superior performance and creating 

sustainable competitive advantage.     
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2.2.2.2 Importance of Human Capital 

Although early definitions of SHRM highlight the importance of human capital, 

Wright and McMahan (2011) claim that SHRM researchers have focused 

exclusively on practices that affect the development and acquisition of human 

capital rather than on human capital itself. In contrast, while strategy 

researchers focus mainly on human capital, they may pay little attention to 

practices that enable the attraction and development of that human capital. On 

this basis, SHRM researchers are not prompted to deal with human capital in 

the same way as other assets or other forms of capital, and to ignore its 

complexity (Wright and McMahan, 2011). 

Drawing again on the RBV, Coff and Kryscynski (2011) underscore the capacity 

of human capital to create sustainable competitive advantage. However, it can 

be said that the mechanism for such impact has not been well addressed, 

making it essential to understand more about individuals and how they interact 

in order to generate competitive advantage (Coff and Kryscynski, 2011). 

Accordingly, they call for integration of multilevel human capital to address 

HRM dilemmas such as attracting, motivating and training employees.  

By way of response, Ployhart and Moliterno (2011) maintained that multi-level 

human capital was crucial to understanding the creation and emergence 

process of unit-level (firm-level) human capital. This is explained by reference 

to the RBV, where a firm’s competitive advantage is created by unique sources; 

of which human capital is one example (Wright et al., 2001; Ployhart and 

Moliterno, 2011). Ployhart and Moliterno (2011) argued that adopting a multi-

level view would explicate why differences between individuals’ KSAOs might 

constitute a valuable firm’s human capital. Much of the current literature on 

human capital, in particular, has examined it as a driver for firm-level 

performance (Hitt et al., 2001; Crook et al., 2011). 

However, there are limits to how far human capital can be seen as a source of 

competitive advantage. According to Barney (1991), human capital is a source 

of competitive advantage provided that individuals’ knowledge, skills, and 

attitudes are isolated from acquisition by competitors. Campbell et al. (2012) 
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contend that firm-specific human capital, where its employees’ KSAs are 

imperfectly deployed by firm’s rivals, is considered to be one of the isolating 

mechanisms. Although this logic assumes that employee mobility is 

constrained in this case, these authors refer to conditions: where firm-specific 

skills are not valued enough by rivals, low compensation is offered by other 

firms for firm-specific human capital and other factors inhibit firm-specific 

workers from leaving for other firms because of financial costs, for instance 

(Campbell et al., 2012). In essence, firm-specific human capital may limit an 

employee’s mobility, making it difficult to be utilised by competitors, which in 

turn is more likely to be a source of competitive advantage.     

This perspective is supported by Crook et al. (2011), who conducted a meta-

analysis reviewing 66 studies that examine the relationship between human 

capital and performance. Again, drawing on the RBV, Crook et al. (2011) 

argued that competitiveness is based on heterogeneity among firms, which 

may be driven by valuable resources such as human capital that lead to 

superior performance. On that basis, firm-specific human capital is seen to be 

more closely linked than general human capital to performance. They go on to  

argue that firm-specific human capital could provide opportunities for 

employees to make choices congruent with firm strategy and the unique 

context and environment (Crook et al., 2011). The study finds no significant 

differences between cross-sectional and longitudinal studies in terms of the 

human capital-performance link. Importantly, the authors note that human 

capital value would be effectively maintained by investing in a combination of 

HPWPs. They call for further research to investigate interactions among such 

practices and how to preserve the value and utility of human capital.  

In addition, following the debate on the two conceptual approaches (micro- and 

macro-level), many current scholars such as Crocker and Eckardt (2014) and 

Nyberg et al. (2014) have recently asserted the need for further research 

integrating the two approaches to unpack the influencing mechanisms of 

human capital HRM on performance. In particular, while strategic research 

focuses mainly on understanding the microfoundation of the human capital 

construct, HRM scholars are more interested in how HRM practices impact 

human capital, which in turn is related to organisational performance in the 

mediating effect of human capital, for instance (Nyberg et al., 2014). Multi-
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level research considers constructs of individual human capital as well as the 

effect of other organisational factors that shape individual KSAs (Crocker and 

Eckardt, 2014). In summary, research needs to integrate the two views, 

focusing on human capital types as well as on human capital’s antecedents; 

‘both are necessary, and neither is sufficient, to fully understand the unit-level 

HCR resource’ (Nyberg et al., 2014, p. 327). This precise claim will form the 

fundamental base for formulation of the present study’s hypothesis concerning 

human capital’s role in the relationship between HR systems and 

organisational performance.  

 

2.3 Part II: Organisational Culture and Performance 

2.3.1 Frameworks and Constructs for Understanding Organisational 

Culture 

Over the last three decades, since the concept was introduced by Pettigrew 

(1979), there has been a wealth of research on organisational culture, 

including a multiplicity of definitions and related constructs. Many of these 

concepts were already widely used in anthropology and sociology but had not 

until then been combined and applied in organisational behaviour studies 

(Cameron and Quinn, 2011; Ehrhart et al., 2014). Pettigrew showed that 

values, beliefs, rituals, ideologies, languages, myths, and symbols constitute 

interdependent and interconnected mechanisms in the evolution of 

organisational culture (Pettigrew, 1979). One consequence of this complexity is 

the ambiguity that arises in attempting to define culture on the basis of 

situational fit (Schneider et al., 2013).  

Because of this ambiguity, there is no general agreement about how culture is 

to be defined, although most definitions view culture as a shared issue 

(Schneider et al., 2013). It is important to state that there has been no 

consensus on the typologies of organisational culture (O'Reilly et al., 1991; 

Reigle, 2001). Martin (2002) contests the accounts of shared and unique 

features found in most definitions of culture, noting theoretical disagreement 
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among researchers. Although most definitions characterise culture as shared, 

some also suggest that conflicting interpretations may arise. This conflict 

creates ambiguity, specifically in terms of the interpretation of subcultures. 

Martin (2002) believes that although culture entails shared common purposes, 

manifestations and orientations, it also includes conflict, implying ambiguity 

and contradiction. 

Nevertheless, Martin (2002) presents a highly referenced framework that 

distinguishes three general views of organisational culture, centred on the 

concepts of integration, differentiation, and fragmentation. From the 

perspective of integration, organisation is seen to have a shared culture and 

ignores conflict and ambiguity, which are viewed as deficits and deviations 

from consistency and consensus and so need to be fixed (Ehrhart et al., 2014). 

This perspective focuses on consensus in interpretation, where culture is seen 

in the same way throughout an organisation. It is also asserted, however, that 

cultural consensus need not imply total agreement among employees. Martin’s 

(2002) second perspective on organisational culture is differentiation, which 

emphasises that people occupying different levels, functions and subcultures 

may have different views and experiences of the same events. On this view, 

interpretations of cultural manifestations are likely to be inconsistent, and 

subcultures may seem independent or in conflict (Millmore, 2007). The third of 

Martin’s (2002) perspectives centres on fragmentation, focusing mainly on 

ambiguity in the interpretation of cultural manifestations. This perspective 

emphasises that, because people occupy different positions, levels and 

functions and have different personalities, culture is not shared. For this 

reason, it is considered unlikely that all agree on the meaning and 

interpretation of organisational phenomena and values (Schneider et al., 2013). 

From this fragmentation perspective, ambiguity, uncertainty and paradox are 

seen as normal features, and core cultures may also include multiple 

perspectives that change over time (Millmore, 2007; Ehrhart et al., 2014). 

Martin (2002) advocates adopting all three perspectives simultaneously in 

studying organisational culture as each may complement the others, offering a 

wider range of insights than any one alone: ‘each perspective has conceptual 

blind spots that the combination of the three does not’ (Martin, 2002, p. 120). 

Building on this approach, the three theoretical perspectives can be seen to 

concurrently address the general culture consistency and harmony 



Chapter 2 

30 

 

(integration), the conflict between subcultures (differentiation) and a culture’s 

strength in acknowledging ambiguity and contradiction (fragmentation) 

(Martin, 2002; Schneider et al., 2013). Although the members of an 

organisation may achieve some cultural consistency and consensus, it is 

unlikely that all parties will share precise positions and beliefs. It follows that 

organisational culture is to be seen as organic and non-static since it is created 

and changed over time by its members (Millmore, 2007). 

Even so, identifying the appropriate level of analysis remains a concern in 

organisational culture studies. In discussing how culture is to be 

conceptualised, Schein (2010) is among those most commonly cited (Schneider 

et al., 2013). Schein (2010) proposed three levels of culture analysis: artifacts, 

espoused values and beliefs and basic underlying assumptions. Artifacts 

represent the outer layer of culture, which is more visible to the external 

observer. This layer includes noticeable phenomena and behaviours such as 

rituals, dress, myths, language and how the workplace is organised. Although 

artifacts are the most visible features of culture, any interpretation of 

underlying meanings and assumptions remains ambiguous. Schein’s (2010) 

second level of culture—espoused beliefs and values—may be claimed by the 

organisation but does not necessarily reflect the real situation as experienced 

by members (Schneider et al., 2013). These values are connected with people’s 

morals, principles and ideals, which may not in fact be compatible with what 

they do (Millmore, 2007). The third and deepest level of Schein’s (2010) 

framework—basic underlying assumptions—affords an interpretation of the 

daily behaviour of organisational members, but this may be difficult to 

articulate (Schneider et al., 2013). Because these assumptions are deeply 

embedded at the level of the individual, they may be quite difficult to change 

(Millmore, 2007); in order to understand a culture, however, it will be 

necessary to trace the evolution of its basic assumptions. An understanding of 

these deeper assumptions may help to mitigate the anxiety of individuals when 

their organisational culture has been challenged (Schein, 2010). In short, it is 

necessary to ‘decipher’ basic assumptions, which are ‘the essence of a culture’, 

in order to be able to interpret observable artifacts and how best to assess and 

engage with espoused beliefs and values (Schein, 2010, p. 32). 
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Collectively, these perspectives indicate that there is neither a best way to 

understand organisational culture nor a specific approach that can 

comprehend all related issues. Also, what yields much insights is pursuing 

practical implications for organisational culture researches and convert it to 

day-to-day activities; what adding value is not only discussing which the best 

conceptualisations to understand culture (Ehrhart et al., 2014). Before 

proceeding to explore research methods and measures of organisational 

culture, it will be necessary to review some definitions of culture in the 

literature. 

2.3.2 Definition of Organisational Culture 

The differing approaches to conceptualising culture indicate little agreement or 

consensus in articulating a definition. Martin (2002), for instance, reported 12 

different definitions, although several common characteristics and attributes 

have also been noted (Martin, 2002; Schein, 2010; Ehrhart et al., 2014). As 

mentioned in the previous section, most definitions consider culture to be 

shared. In addition, culture is seen to extend to all aspects of an organisation, 

and to be stable and unique, providing orders and rules that are transmitted to 

newcomers. However, Sackmann (2001, p. 144) asserted that to understand 

culture it is crucial to consider the ‘cultural complexity’ created by subcultures 

and organisation-specific characteristics. 

In the literature, Schein’s definition of the culture of a group is most often 

cited: 

‘a pattern of shared basic assumptions learned by a group as it solved its 

problems of external adaptation and internal integration, which has worked 

well enough to be considered valid and, therefore, to be taught to new 

members as the correct way to perceive, think, and feel in relation to those 

problems’ (Schein (2010, p. 18).  

This definition encapsulates the interrelationship between shared behaviours 

and meanings that must be grasped in order to understand a culture. This 

definition stresses the basic assumptions constituting the essence of culture, 

which are taken for granted and explain why people behave in a particular way 

and adopt specific values (Schein, 2010). This definition also acknowledges the 
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probability of culture change in adapting to external environmental 

circumstances. Importantly, it highlights how exploring and understanding 

collective deep beliefs and assumptions may provide necessary insights for 

dealing with challenges or resistance to change (Scott et al., 2003).   

After discussing the dominant concepts, constructs, and attributes related to 

organisational culture, the following section explores how organisational 

culture is researched in the literature, as well as the various tools used to 

measure culture and its relationship to performance. 

2.3.3 Methods for Researching Organisational Culture 

In reviewing definitions and research on organisational culture, it is useful to 

distinguish between accounts of culture as something that an organisation has 

or that an organisation is (Scott et al., 2003; Millmore, 2007; Hartnell et al., 

2011; Schneider et al., 2013), as a number of differences arise between these 

two perspectives. The former approach focuses on how an organisation may 

compare with others or differ from them—in terms of effectiveness and 

performance—with reference to the attributes of highly effective organisations. 

This perspective considers culture as a variable that an organisation (and its 

members) has, prompting it and them to respond in a particular manner, and 

implying that culture may be managed by organisational members (Millmore, 

2007). On this approach, culture can be measured quantitatively by testing 

hypotheses derived from existing frameworks and research (Cameron and 

Quinn, 2011; Sackmann, 2011). 

By contrast, the “organisation is” perspective on culture aims to describe and 

understand how individuals in an organisation develop and share assumptions 

that guide their work. From this perspective, all of an organisation’s processes, 

features, procedures and behaviours are considered part of its culture, and 

qualitative methods are seen as the optimal approach to identifying cultural 

manifestations and ambiguities (Schneider et al., 2013).  

The general conclusion is that there is no agreement about how organisational 

culture should be researched and assessed, and that studying organisational 
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culture is ‘a very complex issue’ (Ehrhart et al., 2014, p. 138) and ‘a 

formidable task’ (Schein, 2010, p. 177), not least because of this variation in 

concepts and levels of analysis of culture. Any research approach, then, is 

necessarily based both on how we look at culture and on the purpose of 

conducting a specific study (Davey and Symon, 2001; Schein, 2010; Ehrhart et 

al., 2014). Those who view organisations as having universal elements of 

culture tend to compare results across multiple organisations; researchers who 

consider that an organisation is its culture see individual cultures as unique 

and distinct, and are therefore likely to adopt more descriptive and qualitative 

methods.  

Several researchers have acknowledged that each research method brings its 

own advantages, depending on the goal of the study (Davey and Symon, 2001; 

Sackmann, 2001; Van den Berg and Wilderom, 2004). While quantitative 

research emphasises an outside perspective, qualitative studies investigate 

from the inside, seeking to gather richly detailed descriptions. The former 

approach draws on concepts of culture from a theoretical background while 

the latter method captures culture dimensions and concepts arising directly 

from the context of the study. Findings from quantitative, deductive studies 

can be generalised, whereas the results from inductive research are descriptive 

and specific to the case in point. However, qualitative methods can also be 

used to compare cultures across organisations when the purpose is to compare 

culture in general rather than on specific issues. 

A general comparison of these methods does not, however, capture the real 

essence of each or their application in practical terms to culture research, and 

it will be useful to consider the respective strengths and limitations of each 

approach (see e.g. Sackmann, 2001; Schein, 2010; Ehrhart et al., 2014). 

Quantitative research allows comparison of cultures—or even of specific 

dimensions of culture—in multiple organisations by surveying all employees, in 

all departments and at all levels (Van den Berg and Wilderom, 2004). Such 

comparisons may be crucial in instances such as merger or acquisition, and 

can help to illuminate subcultures and the level of consensus among 

organisational members. Importantly, quantitative research seeks to outline 

through which mechanism that culture variables influence organisational 

performance. As will be discussed in a separate section, quantitative 
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instruments enable measurement of the correlation between organisational 

culture and organisational outcomes, effectiveness and performance (Hartnell 

et al., 2011). Despite these advantages, however, critics have questioned the 

feasibility of studying deeper culture—basic underlying assumptions—by these 

means. For this reason, Schein (2010) suggests asking not only how employees 

perceive their organisation but also how they would like to see it developing 

into the future. This kind of inquiry can help to stimulate performance 

improvement by drawing employees’ attention to areas in which management 

seeks to improve. Another limitation of quantitative methods is their inability 

to follow organisational culture over time. Other common drawbacks include 

lack of motivation to participate, the possibility that participants’ responses 

may not always be honest, and the difficulty of ensuring a representative 

sample. 

The literature identifies several instruments and frameworks that may be used 

for organisational culture research (see for e.g. Scott et al., 2003; Van den Berg 

and Wilderom, 2004; Denison et al., 2012; Ehrhart et al., 2014). Specifically, 

culture can be measured quantitatively by survey methods that include the 

Competing Values Framework (CVF) (Cameron and Quinn, 2011), the Denison 

Organizational Culture Survey (DOCS) (Denison and Mishra, 1995), and the 

Organisational Culture Profile (OCP) (O'Reilly et al., 1991). The next section 

(2.3.5) will present a brief review of these instruments and their application in 

a number of empirical studies. 

Having discussed quantitative method so far, Schein (2010) doubts whether 

survey methods will gather reliable data and prefers instead to rely on 

interviews and careful observation. To analyse organisational culture 

qualitatively, Davey and Symon (2001) present a brief review with some 

examples. They suggest adopting the Critical Incidents Technique (structured 

interviews), Attribution Analysis (analysing data from individual interviews from 

a cognitive perspective), Discourse Analysis, Story Analysis and Analysis of 

Organisational History. Qualitative data, they note, provides insights from an 

internal perspective and deeper layer of culture (getting at underlying 

assumptions and offering rich description). Results are derived from in-depth 

descriptions of specific cases and are limited in application to those particular 
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cases. Unlike quantitative studies, qualitative studies do not aim to generalise; 

rather, they aim to develop a theory.  

A further distinction between the findings of quantitative and qualitative 

studies concerns the role of the researcher. This is theoretically minimized by 

the former but not the latter. This may introduce researcher bias and certainly 

tends to reflect researcher experience and preference. Importantly also, 

although qualitative studies can investigate cultural change over time, they do 

not predict outcomes for specific types of organisational culture. A qualitative 

approach is not ideal for exploring the link between organisational culture and 

performance, therefore, due to its explanatory and descriptive nature, and 

prediction is generally not an issue in such studies (Sackmann, 2001).  

Having discussed the methods of researching organisational culture, I now 

move, in the following section, to addressing how the literature examines the 

interaction between organisational culture and performance. This section will 

present some reviews of the topic, highlight the importance of studying the 

relationship between culture and performance and look at how the two 

constructs have been measured in various studies. 

 

2.3.4 Organisational Culture and Performance  

As was pointed out in the previous section, the organisation-has-culture 

perspective focuses on exploring the link between organisational culture and 

performance (Hartnell et al., 2011; Schneider et al., 2013). In a recent review, it 

has been asserted that study of the potential relationship may adopt survey 

methods (Sackmann, 2011). Ehrhart et al. (2014, p. 161) argues that there may 

be three reasons for such a relationship. The first is that of ‘goal alignment’, 

where culture is considered as a vehicle to achieving organisational goals, 

since all employees have the same clarity of aims in terms of their priorities 

and efforts. Second, culture, and its deep values, can work as a management 

tool to influence employees’ behaviour instead of formal instructions, which 

may have negative consequences. The third reason is the belief that human-

oriented culture, such as involving employees in decision making, and 
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recognising their contribution, yields increases in loyalty and commitment, 

which in turns produce higher levels of performance. 

2.3.4.1 Review of Empirical Studies on the Organisational Culture-

Performance Relationship 

Recent reviews have been conducted to study the relationship between 

organisational culture and performance. For instance, Wilderom (2000) 

identified ten empirical studies that predict culture to have influence on 

organisational performance. It is concluded that this is not sufficiently well 

supported and needs to be investigate further to clarify such doubts. Although 

culture is a collective concept, most studies tend to measure only some 

variables and dimensions and rarely employ a multi-level approach. Another 

problem arises regarding performance measurement. Wilderom et al.’s review 

(2000) shows that only four of the ten studies adopted multi-dimensional 

measures for this. Nevertheless, gathering data is still questioned, since it is 

collected mainly from the same sources/participants.   

Another review by Sackmann (2011) of empirical studies from 2000 until 2009 

presents 55 studies that researched the link between organisational culture 

and performance. Although culture is a multi-dimensional construct, some of 

these studies examine the effect of specific culture type or variables in specific 

performance dimension. For instance, from data collected from 110 businesses 

in Seoul, Lee et al. (2006) found that market-oriented culture has a positive 

effect on market performance. In another survey study, of MNCs in Hong Kong, 

Ngo and Loi (2008) reveal that both employee behaviour and HR practice 

flexibility have a positive effect on adaptability culture, which in turn is 

associated positively with HR- and market-related performance. 

In responding to the above concerns, and based on Competing Values 

Framework CVF (which will be reviewed briefly in the following section 2.3.5.1), 

Hartnell et al. (2011) conduct a meta-analysis study generated from 84 

empirical studies. Their study aims to examine the link between culture types 

(using CVF) and three dimensions of organisational outcomes: employee 

attitudes, operational performance and financial effectiveness. The reason 
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behind adopting CVF is that it considers equally internal and external 

dimensions that satisfy performance criteria (Panayotopoulou et al., 2003). 

Hartnell et al.’s review (2011) reveals a significant relationship between culture 

types and organisational effectiveness. Rather than finding competing views 

among culture types, the study findings boost the complementary effect of 

these types. Significantly, the study concludes by encouraging the adoption of 

various types of culture, since their synergies can yield various positive 

outcomes for organisational performance.  

The following review analyses empirical studies that look at the relationship 

between organisational culture and performance. First, a search was conducted 

of the terms culture, performance, attitude, and behaviour on the EBSCO 

database (Business Source Premier). The criteria include published empirical 

studies that mainly investigate the link between organisational culture and 

performance. Also, because the case studies’ results were conclusive and there 

was difficulty in making comparisons, was excluded. The review exclusively 

refers to English language studies. By following the approaches of Wilderom et 

al. (2000) and Sackmann (2011), the summary of the studies are presented in 

quite a similar way to both authors’ work in order to simplify the comparison 

between the reviews (see Table 2.1). The general observation is that each study 

adopts a unique measurement for organisational culture, which is an issue that 

will be explored further in the following sections.  

The review reveals that some measures for culture in organisation have been 

widely applied in various studies. For instance, Gregory et al. (2009) adopt the 

culture domains of group, developmental, rational, hierarchical and balanced 

culture. This instrument is based on the Competing Value Framework (CVF) as 

used by Quinn and Spreitzer (1991). Kotrba et al. (2012) measure 

organisational culture using the Denison Organizational Culture Survey (DOCS) 

(Denison and Mishra, 1995) which comprises four culture traits: consistency, 

involvement, mission and adaptability. A third instrument is applied by Baird et 

al. (2012) who uses the Organisational Culture Profile (OCP) developed by 

O'Reilly et al. (1991), which contains five cultural factors: attention to detail, 

innovation, stability, outcome orientation and teamwork.  
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Table 2.1: Summaries of empirical studies on Organisational Culture-Performance relationship 

Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

Jun and 

Rowley 

(2014) 

developed by 

authors:  

Decision-Making 

Appraisal System  

developed by 

authors:  

Financial 

Performance 

Non-financial 

performance  

Questionnaire 

survey 

5 General Trading 

Companies in South 

Korea 

Manager level 

Employee with 

12 years’ 

experience  

There is no significant 

change in organisational 

culture (in decision-making 

and appraisal system) after 

the financial crisis. So, 

there is no impact on 

performance. 

Vicente-

Molina 

et al. 

(2013) 

Knowledge, 

motivation 

Environmental 

behaviour 

(performance): 

recycling, 

public transport 

Questionnaire    University 

students in 

four 

countries: 

USA, Spain, 

Culture might provide 

explaining for the 

differences in 

environmental behaviours 

between developed and 
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Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

use, green 

purchasing 

Mexico, and 

Brazil 

emerging countries. Also, 

knowledge and motivation 

influence the pro-

environmental behaviour 

while attitudes did not 

have much impact 

Potocan 

et al. 

(2013) 

Employee’s 

perception for 

ethical concerns, 

employee’s 

attitudes towards 

social concerns 

Corporate 

social 

responsibility  

Economic 

results  

Questionnaire  Slovenian enterprises  900 

employees 

employee’s attitudes 

towards social concerns 

are positively impacted by 

their ethical perceptions 

Ellinger 

et al. 

(2013) 

Organisational 

investments in 

social capital, 

commitment to 

Job 

performance: 

behavioural 

aspects, and 

Questionnaires  Several organisations 

from different 

sectors in South-

eastern US 

407 Full time 

employees 

over 21 years 

of age 

organisational investments 

on social capital are 

positively related to service 

employees’ attitudes, 
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Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

the firm, 

commitment to 

service quality 

performance 

self-assessment  

behaviours, and 

commitment, job 

performance, and 

organisational citizenship 

behaviour 

Naor et 

al. 

(2008) 

Culture types: 

group, hierarchy, 

developmental, 

rationale 

Cost 

Quality 

Delivery 

Flexibility  

Mail survey  189 Manufacturing 

plants in six 

countries: US, 

Sweden, South Korea, 

Germany, Finland, 

and Japan 

Supervisors, 

employees, 

HR manager 

Organisational culture has 

a strong effect on 

infrastructure quality 

management which in 

turns have positive 

influence on 

manufacturing 

performance. Also, the 

study provides support for 

the direct link between 

culture and manufacturing 
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Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

performance 

Rashid 

et al. 

(2003) 

Four culture 

types: 

competitive, 

entrepreneurial, 

bureaucratic, and 

consensual 

culture 

Financial 

performance: 

return on total 

assets, return 

on investment, 

current ratio 

questionnaire Public Malaysian 

companies 

202 managers Organisational culture and 

commitment have a 

significant correlation. 

Also, it is reinforced that 

compatibility between 

organisational culture 

types and types of 

commitment would have a 

positive effect on financial 

performance and 

profitability 

Baird et 

al. 

(2012) 

Organisational 

Culture Profile 

(OCP) developed 

by O'Reilly et al. 

Multi-

dimensional 

measure: 

customer 

Postal mail 

survey  

Australian local 

government  

184 finance 

managers  

There is a significant 

relationship between two 

culture factors (outcome 

orientation and teamwork) 
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Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

(1991): attention 

to detail, 

innovation, 

stability, outcome 

orientation and 

teamwork 

perspective, 

environment 

perspective, 

financial 

perspective, 

internal process 

perspective, 

and learning 

and growth 

perspective 

and using mutli-

dimensional performance 

measures, link of 

performance to reward, 

and training with 

performance management 

systems 

 

 

 

Gregory 

et al. 

(2009) 

Competing Value 

Framework: group 

culture, Balanced 

culture  

Controllable 

expense 

Patient 

satisfaction 

Questionnaire  99 US hospitals  Top 

management 

teams  

Employee attitudes 

(employee satisfaction) 

mediate the relationship 

between group and 

balanced culture and 

hospital effectiveness. 
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Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

Also, the study supports 

the direct link between 

group culture and well-

balanced culture with 

organisational 

effectiveness 

Kotrba 

et al. 

(2012) 

DOCS:  

Involvement 

Consistency 

Adaptability 

Mission  

Financial 

performance: 

Market-to-book 

ratio 

Sales growth 

Return-on-

assets 

Paper and 

online Survey  

137 public 

companies 

88,879 

Employees 

from different 

industries  

Consistency relates 

positively to all other traits 

to predict market-to-book 

ratio and sales growth and 

negatively to return on 

assets. The study suggests 

that rather than exploring 

the relationship between 

certain types of culture 

and performance, we 
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Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

should examine the 

interaction among cultural 

traits on organisational 

performance 

Ngo and 

Loi 

(2008) 

Adaptability 

culture  

Market-related 

performance  

Questionnaire  MNCs in Hong Kong 181HR 

directors/ 

managers 

The fundamental role of 

adaptability culture in 

mediating the relationship 

between HR flexibility and 

organisational 

performance 

Chow 

and Liu 

(2007) 

Bureaucratic 

Sharing 

Competitive  

Knowledge-

related 

performance: 

productivity, 

research and 

development 

Email 

questionnaire  

132 Chinese high 

tech companies 

HR managers  The study found a positive 

correlation between 

organisational culture, HR 

practices and 

organisational strategy. 

Specifically, the study 
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Study Organisational 

Culture 

measurement 

Performance 

Measurement 

Methodology Organisations 

Involved 

Respondents Findings 

capability, 

product and 

service quality  

presents the significant 

interaction effects between 

sharing HR culture and HR 

strategy on knowledge-

related outcomes 

(productivity, quality, and 

research and development) 

Chew 

and 

Sharma 

(2005) 

Four value profile 

types: elite, 

meritocratic, 

leadership, 

collegial  

Financial 

performance: 

internal 

liquidity 

Operating 

performance 

Degree of 

leverage 

Content 

analysis  

120 Singapore 

companies involved 

in M&As 

Secondary 

data: 

documents 

from the 

companies 3 

years before 

and after the 

M&A 

When supplemented by HR 

practices, organisations 

with elite and leader 

culture would be more 

effective on financial 

performance more than 

the meritocratic and 

collegial culture. 
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2.3.4.2 The Direct Link between Culture and Performance  

Several studies investigate the link between organisational culture and 

performance, and support a direct link between the two. However, critics 

question the ability to compare the results due to inconsistency in applying 

measures. Apparently, most studies measure organisational culture by using 

an overall measure or by adopting specific dimensions or types. Also, studies 

tend to measure organisational performance by looking at particular aspects of 

performance based on a specific context or purpose. 

Several studies use an overall measure of organisational culture to support its 

link with performance. Rashid et al. (2003) investigate the influence of 

organisational culture and commitment on financial performance in 202 public 

Malaysian companies. The study was conducted by using cultural types to 

measure organisational culture: competitive, entrepreneurial, bureaucratic and 

consensual culture. The study reveals that organisational culture and 

commitment have a significant correlation. Also, it reinforces that the 

compatibility between organisational culture types and types of commitment 

have a positive effect on financial performance and profitability.  

The relationship between organisational culture and performance has been 

compared in various countries and contexts. For instance, Naor et al. (2008) 

investigate the interaction between organisational culture, infrastructure, 

quality management and manufacturing performance in manufacturing plants 

in six different countries including South Korea, Japan, the USA, Sweden, 

Finland and Germany. In this study, organisational culture is measured using 

the four organisational culture types: group, hierarchy, rationale and 

developmental. It reveals that organisational culture has a strong effect on 

infrastructure quality management, which in turn has a positive influence on 

manufacturing performance. Also, the study provides support for the direct 

link between culture and manufacturing performance. Another example of 

conducting a study in different contexts is the work of Vicente-Molina et al. 

(2013), who investigate the impact of environmental knowledge, attitudes and 

motivations toward environmental issues in pro-environmental behaviour 
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among students from various countries of different economic backgrounds 

(USA, Spain, Mexico and Brazil). The study shows that knowledge and 

motivation influence the pro-environmental behaviour while attitudes do not 

have much impact. Importantly, country specific factors such as culture might 

provide an explanation for the differences in environmental behaviours 

between developed and emerging countries. 

Potocan et al. (2013) investigate employees’ perception of ethical behaviour 

and the relationship between their ethical attitude and corporate social 

responsibility (CSR). It is maintained that CSR is fundamentally based upon 

various factors such as culture, attitude, values and behaviours. From a sample 

of 900 employees at Slovenian enterprises, the study found that employees’ 

attitudes towards social concerns are positively impacted on by their ethical 

perceptions.  

Some researchers investigate the link between organisational culture and 

performance outcomes by drawing on social capital theory. Particularly, in the 

retail industry, positive internal organisational culture has impacted on a more 

positive customer service experience as service employees feel their needs are 

better met, encouraging the employees to be committed to providing positive 

customer service (Ellinger et al., 2013). Ellinger et al. (2013) demonstrate that 

organisational investments on social capital are positively related to service 

employees’ attitudes, behaviours, commitment, job performance and 

organisational citizenship behaviour. It is explained that social capital and 

interpersonal relations are fundamental drivers for promoting job performance 

outcomes and positive connections that yield to build trust and goodwill. 

Ellinger et al. (2013) conducted a study among 407 full time customer service 

employees from various organisations from different industries. It is concluded 

that an organisation can create a positive customer service experience by 

investing in social capital by creating positive working conditions for their 

employees.   

However, in some cases the link between organisational culture and 

performance is not supported for a variety of reasons. For instance, Jun and 

Rowley (2014) conducted an empirical study on five South Korean general 

trading companies to investigate changes in corporate culture and HRM after 

the financial crisis in 1997 and its impact on corporate performance. Because 
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of Korea’s dominant culture, most organisations’ decision making power is 

concentrated in the higher levels of management. Also, the Korean appraisal 

system respects seniority and tends to be group-oriented instead of 

emphasising individual performance. By analysing 88 questionnaires from 

managers and experienced employees, it was found that organisational culture 

change in decision-making and appraisal systems after the financial crisis have 

not changed to a substantial level as the power is still centralised in senior 

management. Therefore, the study does not support the impact of 

organisational culture on performance. Jun and Rowley (2014) insist on the 

difficulty of changing organisational culture due to its association with values, 

attitudes and behaviours of employees. However, the study found that HRM 

after the financial crisis changed and such change had a positive impact on 

performance.  

2.3.4.3 Mediators and Moderators in the Culture-Performance 

Relationship 

Although some studies examine the direct link between organisational culture 

and performance, Sackmann (2011) emphasises developments in 

methodological design. Specifically, she insists that the majority of studies 

explore the mediating or moderating effects of several variables. This can be 

seen as denoting the mediating role of employee attitudes in the relationship 

between organisational culture and organisational effectiveness in the 

American health sector (Gregory et al., 2009). It is claimed that organisations 

with a group culture that favours cohesiveness and empowerment are more 

likely to create workplace environments that promote satisfaction. By surveying 

top management teams in 99 US hospitals, the study found that employee 

attitudes (employee satisfaction) mediate the relationship between group and 

balanced culture and hospital effectiveness (patient satisfaction and 

controllable expenses). Also, the study supports the direct link between group 

culture and a well-balanced culture with organisational effectiveness. 

Therefore, hospitals that encourage teamwork, involvement and cohesion as 

well as adopt a balanced culture in various conditions are more likely to 

promote patient satisfaction. 
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Another important variable that plays a mediating and moderating role in the 

relationship between culture and performance is communication (Garnett et 

al., 2008). From a survey of 274 respondents in the public sector, it was found 

that communication mediates and moderates the link between mission-

oriented culture and rule-oriented culture, respectively, with performance. 

Therefore, it is concluded that communication acts as a mechanism to shape 

culture, which in turn enhances perceived organisational performance. 

However, some researchers claim that the dyadic relationship between the two 

constructs needs further research to explore the causal effect between them 

(Bititci et al., 2006). 

In addition to communication, another example is how infrastructure plays a 

mediating and moderating role in the link between organisational culture and 

performance. Naor et al. (2008) investigate the role of infrastructure quality 

management practices in the relationship between organisational culture and 

manufacturing performance. The study reveals that infrastructure quality 

management practices act as a mediator and moderator. This indicates that 

these practices are considered as a way in which organisational culture can 

influence manufacturing performance. 

Also, another study based on Resource-Based View (RBV), insists that HR 

flexibility is considered valuable and hard to imitate, which creates a 

competitive advantage (Ngo and Loi, 2008). Human resource flexibility 

emphasises that employees need to have adapting attributes, such as skills 

flexibility and behaviour flexibility, for environmental changes to occur. 

Similarly, organisational culture is considered an additional source of 

competitive advantage. Therefore, Ngo and Loi (2008) urge that adaptability 

culture, which emphasises flexibility and responsiveness, would be fostered by 

adopting HR flexibility, which in turn would enhance HR-related and market-

related performance. In other words, the intervening role of adaptability 

culture can interpret the relationship between HR flexibility and firm 

performance. Ngo and Loi’s (2008) empirical study collected data from 181 HR 

managers at MNCs in Hong Kong. The authors found that the adaptability 

culture had a direct impact on HR-related performance and an indirect impact 

on market-related performance, which is mediated by HR-related performance. 
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The researchers show the fundamental role of adaptability culture in mediating 

the relationship between HR flexibility and organisational performance. 

These findings suggest the importance of some key organisational variables 

such as HRM, employee attitudes and communication in the relationship 

between organisational culture and organisational outcomes. The most 

obvious finding from this review is that assimilating various variables as 

mediators or moderators would yield very high insights into the organisational 

culture-performance link. The section that follows presents how other variables 

interact with the organisational culture and performance relationship.  

2.3.4.4 Interaction between Culture and several Variables 

Thus far, this review indicates that the relationship between organisational 

culture and performance, in several cases, is connected with studying human 

resource management, leadership and corporate strategy, utilising examples 

among other fields (Sackmann, 2011). This is exemplified in the work 

undertaken by Chow and Liu (2007), of 132 Chinese high tech companies 

which found a positive correlation between organisational culture, HR practices 

and organisational strategy. Specifically, the study presents the significant 

interaction effects between sharing culture and HR strategy on knowledge-

related outcomes (productivity, quality and research and development). It is 

argued that individual attitudes and skills are shaped by HR, which in turn has 

a positive influence on knowledge-related performance.  

Similarly, Chew and Sharma (2005) analyse the annual reports of several 

Singaporean companies involved in merger and acquisitions in order to 

examine the effects of HRM and organisational culture in promoting financial 

performance. These authors measure organisational culture by using the four 

value profile types: elite, leadership, collegial and meritocratic. The study 

shows that organisations gain better financial performance when HR practices 

are complemented by a culture with either an elite or leader value profile. It is 

explained that organisations involved in merger and acquisition would be in 

uncertain situations and authority and strong leadership is more favourable to 

guide employees and their organisation to achieve set goals.  
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Baird et al. (2012) examine the interaction between organisational culture 

factors and organisational factors (using mutli-dimensional performance 

measures, linking performance to rewards and training) with performance 

management systems. The organisational culture is measured by using the 

Organisational Culture Profile (OCP) developed by O'Reilly et al. (1991), which 

contains these cultural factors: innovation, outcome orientation and teamwork. 

By analysing data from finance managers in Australian local governments, the 

study indicates that there is a significant relationship between two culture 

factors (outcome orientation and teamwork), and the use of multi-dimensional 

performance measures link performance to reward and training with 

performance management systems. 

This section has reviewed studies that examine the relationships between 

organisational culture and performance. In general, it seems that 

organisational culture interacts or correlates with HRM or with specific HR 

practices such as performance-based rewards or training. Also, other studies 

examine the effects of additional organisational variables such as leadership 

and business strategy. One of the more significant findings from reviewing 

these studies is that certain types or dimensions of organisational culture are 

more likely to be associated with specific HR practices, individual behaviours, 

leadership styles or performance outcomes. The rationale for these 

combinations is that organisational culture tends to be close to the human side 

of organisations, and therefore, ‘depending on the research context, they may 

even have a stronger effect on performance when considered together’ 

(Sackmann, 2011, p. 214). Therefore, the next section (2.4 section III) will 

review and discuss in more detail the intervention of organisational culture in 

the relationships between HRM and organisational performance.  

  

2.3.5 Approaches to Measuring Organisational Culture 

Having discussed the central constructs in culture and how organisational 

culture and performance have been studied and measured in the literature, I 

now present a two measures for culture in organisation that have been widely 

cited along with their application in various studies (Scott et al., 2003; Van den 

Berg and Wilderom, 2004; Denison et al., 2012; Ehrhart et al., 2014). These are 
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the Competing Values Framework (CVF) (Cameron and Quinn, 2011), and the 

Denison Organizational Culture Survey (DOCS) (Denison and Mishra, 1995). 

2.3.5.1 The Competing Values Framework (CVF) 

One recent study has examined employee attitudes as a mediator in the 

relationship between organisational culture and effectiveness outcomes in 99 

American hospitals (Gregory et al., 2009). This research used CVF as an 

instrument to measure culture and controllable expenses and patient 

satisfaction as effectiveness indicators. The data was collected from the top 

management team. The study shows that employee attitudes mediate the 

relationship between organisational culture and effectiveness. Also, it reveals a 

positive relationship between group culture and patient satisfaction, which 

means that the organisation is likely to gain high performance by encouraging 

teamwork and employee involvement. Moreover, a balanced culture is shown 

to create patient satisfaction more does an unbalanced one, which is 

consistent with what has been highlighted above (in Section 2.2). Hartnell et al. 

(2011) insist that there is no dominant type of culture, so the balanced culture 

enables exposure to the various values that need to interact in and with the 

different circumstances that might be encountered. 

2.3.5.2 The Denison Organizational Culture Survey (DOCS) 

One of the most cited frameworks to measure organisational culture is that 

developed by Denison and Mishra (1995). This measure acknowledges two 

contrasts: the contrast between change and stability and the contrast between 

the internal orientation and external orientation. The instrument measures four 

traits: involvement, consistency, adaptability and mission, with 15 items used 

to measure each trait (Kotrba et al., 2012). Each trait contains three indices 

(Denison et al., 2012):  

• Involvement: empowerment, team orientation and capability 

development 

• Consistency: core values, agreement, coordination and integration 

• Adaptability: creating change, customer focus and organisational 

learning 
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• Mission: strategic direction and intent, goals and objectives and vision. 

DOCS is based on the same dimensions as CVF but with some significant 

differences. One is that its dimensions are not expected to be in a competitive 

situation. It does, however, claim that the strong culture should display high 

profiles in all of these dimensions (Denison et al., 2012; Ehrhart et al., 2014). 

Another feature difference is that CVF was developed originally for leadership 

traits and to assess culture types while DOCS adopt a profile approach which 

constituted from a number of variables (Denison et al., 2012). 

DOCS is widely used by various studies to predict the effects of organisational 

culture traits on performance. However, it is rarely used to examine the 

interaction between these traits to promote performance (Kotrba et al., 2012). 

Therefore, Kotrba et al. (2012) have conducted a study in 137 public 

companies using the Denison Organizational Culture Survey (DOCS) (Denison 

and Mishra, 1995). These authors find that consistency relates positively to all 

other traits to predict market-to-book ratio and sales growth and negatively to 

return on assets. The study suggests that rather than exploring the 

relationship between certain types of culture and performance, we should 

examine the interaction among cultural traits on organisational performance. 

As discussed (above), regardless of the approach being adopted to measure 

organisational culture, certain key points do need to be highlighted. The 

adoption of various types of culture is encouraged when using CVF, since the 

synergies between them will yields various outcomes of organisational 

performance (Hartnell et al., 2011). Likewise when using DOCS, consideration 

of the combination of culture traits interacting with one another to yield high 

performance is also encouraged (Kotrba et al., 2012).  

2.3.6 Organisational Culture and Climate 

After the discussion about definitions of organisational culture and the 

methods used in the literature for researching and measuring organisational 

culture, this section provides a brief comparison between culture and climate, 

particularly how climate is measured in the literature. 



Chapter 2 

54 

 

In the literature, there are two general categories of research on an 

organisation’s climate, the generic or molar climate approach and the focused 

or strategic climate approach (Ehrhart et al., 2014). The molar climate 

approach aims to capture the general perceptions and feelings of individuals in 

the workplace, while the strategic approach focusses on a specific outcome. In 

the molar climate approach, researchers tend to try to capture the 

organisation’s total climate in all of its dimensions. This approach has been 

criticised for its subjectivity in perceptions of climate and, therefore, there is 

an infinite number of climates in the workplace. Moreover, it is difficult to 

investigate any relations between molar climate and a specific organisation 

criterion such as turnover. Due to the generic nature of such an approach, it 

seems inappropriate for predicting specific outcomes (Schneider et al., 2013). 

Several attempts have been found in early climate research for developing 

measures from various dimensions that cover different aspects of the 

organisation. For instance, Ostroff (1993) categorised several dimensions of 

climate that had been found in the literature into three categories: affective, 

cognitive, and instrumental. The affective dimension defines climate aspects 

related to interpersonal and social relationships such as warmth, cooperation, 

and social rewards. The cognitive dimension described climate issues that are 

related to self-involvement in work such as innovation, autonomy, and intrinsic 

rewards. The instrumental dimension defines climate aspects of work such as 

structure, hierarchy, achievement, and extrinsic rewards (Ostroff, 1993). 

A more recent work in the literature is by Patterson et al. (2005) who 

developed the Organisational Climate Measure (OCM). The OCM was based on 

the competing value framework (CVF) (which has been discussed in the 

previous section as a much-cited measurement for organisation culture). This 

measurement contains four dimensions: the human relations model, internal 

process model, open system model, and rational goal model (Patterson et al., 

2005). These four dimensions are related to the four quadrants in CVF, which 

suggests connections between culture and climate (Zohar and Hofmann, 2012) 

and will be discussed at the end of this section by showing the similarities and 

differences between the two constructs. 
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The second approach in researching organisational climate is the focused 

climate approach. The most prevalent example of such an approach is the 

climate for customer service, climate for safety, and climate for innovation 

(Schneider et al., 2013; Ehrhart et al., 2014). In this approach, organisational 

climate is considered to be the shared perceptions among employees towards 

procedures and behaviours that are rewarded and supported due to its 

strategic focus (Zohar and Hofmann, 2012; Schneider et al., 2017). Therefore, 

rather than using universal measurement for various aspects of organisational 

climate, this approach focusses on specific organisational climates that have a 

strategic focus. This type of research offers congruent links between certain 

predictors and specific climate outcomes (such as service climate, safety 

climate, justice climate, and diversity climate) that may further develop climate 

theory (Zohar and Hofmann, 2012). In general, the focused climate has become 

the more dominant method of studying climate in the organisation sciences. 

Before moving to the conclusion from the organisation culture literature and 

directions for the research, a brief outline of the similarities and differences 

between culture and climate is required. The two constructs have similar 

characteristics such as focusing on the macro view of an organisation and 

trying to understand how the context emerged from the participants, focusing 

on the context rather than individuals, on the shared nature of experience 

rather than differences between individuals, the role of leadership, and the 

relationship with organisation effectiveness (Ehrhart et al., 2014). 

Despite the commonality between the culture and climate, there are some key 

distinctions between the two constructs (Ehrhart et al., 2014) such as in their 

theoretical roots where climate emerges from psychology and focusses on 

attitude surveys and culture emerges from anthropology and requires an in-

depth understanding of social groups. While organisational culture is broader 

and includes more levels of inferred and observables, climate focuses 

exclusively on more observable aspects of an organisation’s environment. As 

discussed above, recent climate research tends to adopt the focused climate 

approach to identify particular organisational aspects, such as service and 

safety, while organisational culture tends to be inclusive and typically broader 

than climate. 

 



Chapter 2 

56 

 

2.3.7 Conclusion and Research Implications 

The purpose of the current section is to provide insight, through the literature 

review, into organisational culture and its relationship with performance. This 

section shows that there is no consensus on the typologies of organisational 

culture. Moreover, although the culture definition may include shared and 

common purposes and general views, it also includes ambiguity and 

contradiction (Martin, 2002). These perspectives indicate that there is neither a 

best way to understand organisational culture nor a specific approach that can 

comprehend all related issues. Consequently, there is no agreement on how 

organisational culture should be researched but, rather, is based on how one 

looks at culture and the purpose of conducting the research. Although 

qualitative approaches can investigate change in culture over time, they do not 

seem to predict the outcomes for specific cultural types. In contrast, 

quantitative research allows for a comparison between cultural dimensions, 

which may outline the influence mechanism of organisational culture on 

performance.  

This section provides insight from studies investigating the link between 

organisational culture and performance. The review shows that organisational 

culture is studied through generating hypothesis from extant theories and 

providing statistical findings, which enable the comparison of results and a 

retest of these findings in different contexts. The results of the reviewed 

studies support the direct link between organisational culture and 

performance.  

In view of all that has been mentioned so far and by comparing the recent 

reviews of Sackmann (2011) with Wilderom et al. (2000), Schneider et al. 

(2013) conclude that there is a growing belief that the relationship between 

organisational culture and performance is supported. Having said that, Ehrhart 

et al. (2014) argue that this relationship is based on certain conditions. In 

particular, it is claimed that a higher level of culture strength, which is based 

on fewer subcultures, yields a stronger relationship between culture and 

performance. Moreover, ‘the results of the reviewed studies suggest a 

contingency-type relationship between culture, performance, and internal and 
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external context’ (Sackmann, 2011, p. 217). Importantly, a combination 

between internal and external culture orientation is favourable of a positive 

direct link with performance.   

Perhaps one of the most serious critical issues observed in all these reviews is 

their diversity of measuring both organisational culture and organisational 

performance. Particularly, the most obvious organisational culture measure 

was based on CVF, DOCS, OCP, and other various instruments. The growing 

body of literature examining the interaction between organisational culture 

and performance does not, therefore, create proper opportunities to compare 

results and thus gain generalizable findings (Sackmann, 2011; Denison et al., 

2012). 

Some may argue that there is lack of theoretical justification for adopting a 

specific culture measure and ignoring the belief that certain culture types may 

have positive as well as negative effects, depending on the desired outcomes 

(Ehrhart et al., 2014). Therefore, the ‘dominant’ culture perspective has been 

challenged by considering that multiple types of culture may have synergetic 

interactions with various values and aspects of culture (Kotrba et al., 2012). 

Accordingly, Hartnell et al. (2011, p. 687) advocate ‘an alternative theoretical 

approach’ to research the relationship between organisational culture and 

performance which should adopt a configuration, instead of independency, of 

various values, behaviours and types, due to the bandwidth nature of culture. 

Similarly, Gregory et al. (2009) insist that a balance of all culture types will 

promote effectiveness while focusing only on a specific culture type may result 

in neglect of other crucial behaviours that necessary in specific conditions and 

contexts.  

The reviewed studies suggest that the link between organisational culture and 

performance is mediated and moderated by various variables such as HRM, 

communication and employee attitudes. Investigating the potential mediators 

and moderators provides a deep understanding of the mechanisms by which 

organisational culture promotes organisational performance. Moreover, the 

above review shows that organisational culture interacts with other very 

important factors in organisations based on the research context. Importantly, 

it is noticed that certain types or dimensions of organisational culture are more 

likely to be associated with specific HR practices, individual behaviours, 
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leadership styles or performance outcomes. Therefore, further work needs to 

be conducted to establish the real role of organisational culture and its 

interaction with HRM to foster organisational performance. The next section 

(2.4 Part III), will present some of the findings from reviewing empirical studies 

that investigate the role of organisational culture in the relationship between 

HRM and performance.    

2.4 Part III: The Role of Organisational Culture in the 

HRM-Performance Relationship  

2.4.1 Introduction  

Internal activities, resources and capabilities are highlighted as potential 

sources of competitive advantage by various theories of strategic human 

resource management (Buller and McEvoy, 2012). More specifically, the 

resource-based view (RBV) of a firm asserts the significant role of its internal 

resources in building and sustaining competitive advantage (Barney, 1991). A 

recently developed perspective on strategy investigates the role of human 

resource practices in sustaining high performance through expeditious use of 

human and social capital (Wright et al., 2001). A number of studies, using 

various approaches, have sought to examine the influence of human resource 

practices on organisational performance (Tseng and Lee, 2009). However, the 

real mechanisms by which effective human resource practices influence 

performance still need to be clarified (Zhang and Jia, 2010; Buller and McEvoy, 

2012; Chow, 2012). More specifically, there are various concerns related to 

these studies in terms of their theoretical foundations, their definitions of 

human resource practices and their measurement of organisational 

performance (Paauwe, 2009; Guest, 2011). Therefore, it is suggested that "it is 

premature to assume an unequivocal positive relationship between HRM 

practices and organizational performance" (Moideenkutty et al., 2011, p. 242). 

Although HRM is acknowledged to have a crucial impact on performance, and 

this relationship has been examined by many studies in western countries 

(Kouhy et al., 2009; Patel and Cardon, 2010), and in far eastern countries, such 
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as China and Taiwan (Chan et al., 2004; Zhang and Jia, 2010), Japan (Jung and 

Takeuchi, 2010), and Singapore (Chew and Sharma, 2005), it has rarely been 

examined in the Middle East and, more specifically, along the Arabian Gulf 

(Moideenkutty et al., 2011). Therefore, this gap needs to be filled by testing 

the relationship between HRM and organisational performance in this region 

and, specifically, the effects of organisational culture on this relationship. 

 

2.4.2 Literature Review Process 

2.4.2.1 Overview of the methodology 

The literature review in this study is conducted systematically in distinct 

phases, each of which has its own purpose. It starts by searching the literature 

for relevant papers. This is done by listing the databases and citation indexes 

to be searched, such as EbscoHost, ProQuest, Emerald and Wiley, as well as 

individual journals. To ensure relevance and eligibility, the titles and abstracts 

of the articles initially selected are reviewed against predetermined criteria.  

 

Table 2.2: Initial search strategy using specified keywords 

 Research term #1  Research term #2  Research term #3 

Subject 

Headings 

Human resource 

OR HRM OR 

high performance 

work OR high 

involvement work 

OR high 

commitment work 

OR HPWP* OR 

HPWS* OR 

personnel 

management  

AND Organisational Culture 

OR organisational 

Culture 

AND Performance 
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2.4.2.2 Searching and screening  

A number of inclusion and exclusion criteria were set in advance to decide 

which articles to include in the study. To be included, studies had to be written 

in English, be based on empirical research and focus on human resource 

management, human resource practices, organisational culture and 

performance.  

 

Table 2.3: Number of references searched, included and excluded 

 Databases 

 EBSCOhost Emerald Wiley ProQuest 

Initial 
search 

188  29 37 160 

on-line 
screening  

188 29 35 61 

number of 
duplicates 

92 0 1 0 

Abstract 
and titles 
screened (1) 

96 29 34 61 

Studies for 
potential 
inclusion 

89 28 32 61 

Full-text 
screened (2) 

89 28 32 53 

Final 
studies for 
inclusion 

13 4 4 5 

Total 
number 
excluded 

175 25 32 155 

 

 

2.4.2.3 Data-extraction: Summary of empirical studies illustrating the 

role of organisational culture in the HRM–performance link 
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Table 2.4: Role of organisational culture in the linkage between HRM and performance 

No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

1 Moderator Jee Young (2011) 
• Organisational culture 

influences employees’ 
behaviours in order to perform 
high standard desired work. 

• organisational culture 
influences organisational 
capacity to retain well-
motivated and developed 
human resources 

• HPWSs plays a significant role 
in shaping culture 

Measure developed by 
Denison and Mishra 
(1995): 
Adaptability, mission, 
involvement, and 
consistency  

HPWP measure (Delery and 
Doty, 1996): 

Internal career 
opportunities, training 
programs, results-oriented 
appraisal, profit sharing, 
employment security, and 
employee participation  

Organisational culture 
does not moderator the 
relationship between 
HPWPs and performance  

• Cross-sectional study 

• Biased due to single 
respondents 

• Does not consider 
other organisational 
characteristics such as 
strategy   

 Moderator  Zhang and Jia (2010) 
• Based on social exchange 

theory, the interaction between 
HR and culture might influence 
employee Perceived 
organisational support (POS) 

• Organisational culture enables 
employees to be more 
interdependent and encourage 
them to scarify their own 
interests for organisation 
benefits.  

• HPHRP reinforce reciprocity 
obligation between organisation 
and its employees and foster 
trust as well which retain 
commitment to their 
organisation 

Based on O'Reilly et 
al. (1991): 

Aggressive dimension 
Team-oriented 
dimension 

Selective staffing 

Extensive training 

Internal mobility 

Employment security 

Clear job description 

Results-oriented appraisal 

Incentive reward 

participation 

The mediating effect of 
employees’ POS in the 
relationship between 
HPHRP and Corporate 
entrepreneurship. The 
moderating role of 
organisational culture 
between HPHRP and 
employees’ POS 

• The study does not 
incorporate other 
important factors such 
as strategy and firm 
life cycle 

• Limitation of 
generalizability of the 
survey findings 
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No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

 

 

Moderator  Chow and Liu (2009) Based on organisational alignment 
theory and contingency theory, HR 
practices should fit externally with 
business strategy and consistent 
internally among HR practices. HR 
practices shape employees’ 
behaviour where the culture can be 
created and sustained to be crucial 
factor in obtaining competitive 
advantage. So, it is important to 
carefully design HR practices that 
create appropriate culture  

Three types of culture: 
Bureaucratic culture 
Competitive culture 

Supportive/sharing 
culture  

15 items focus on: career 
development, performance 
standard, salary level, 
performance-based pay, 
employment security, and 
information sharing 

• Positive impact of 
both inducement-
HR and 
involvement-HR on 
performance  

• Inducement-HR and 
involvement-HR 
work well with 
supportive and 
innovative cultures 
respectively 

• All the survey’s 
variables are collected 
from the same 
respondent 

• Cross sectional study 
does not establish 
causality effect 

 Moderator Chan et al. (2004) Based on RBV and human capital 
theory, aligning and integrating HR 
capabilities and organisational 
culture into a model would reinforce 
each other and in turns improve 
organisational performance 

Four cultural traits: 
involvement, 
consistency, 
adaptability, and 
mission 

High performance human 
resource (HPHR): derived 
from Huselid (1995) 

The study does not 
support the direct effect 
of HPHR on firm 
performance. Also, 
negative moderating 
effect of organisational 
culture on HR-
performance link 

• Cross sectional 
research does not 
establish cause-and-
effect relationship  

• One source of data 
(HR managers) 

 Moderator Katou and Budhwar 
(2010) 

Based on the contingency theory, the 
RBV, and the AMO theory 

Power-oriented 
Role-oriented 
Project-oriented 
Fulfilment-oriented 

HRM systems (ability, 
motivation, and opportunity 
to perform)  

The mediation role of HR 
outcomes in HR-
performance link. Also, 
motivation to perform 
moderated by 
organisational culture. 
There is no direct effect 
between HR systems and 
performance 

It did not collect the data 
from employees 
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No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

 Moderator Patel and Cardon 
(2010) 

Group culture reduce the challenges 
of implementation of formal HR 
practices  

Group culture 
 

HR flows: selection, 
training, careers 

Rewards: appraisal, 
compensation 

Employee influence: 
participation 

Group culture affects 
adopting HR practices 
which increase 
productivity 

• Cross-sectional 

• Self-report data for 
labour productivity 

2 Mediator Chow (2012) 
• A well-designed HR systems 

yields similar perception among 
employees to share same values 
and beliefs which in turns shape 
organisational culture 

• Culture works to foster 
employees’ communication and 
cooperation  

• Organisational culture not only 
influence performance but 
reinforce the effect of HR 
systems 

Cooke (2008): 
bureaucratic, 

Supportive/sharing and 
competitive  

internal 

recruitment/promotion; 
training budget; 
performance appraisal; 
performance-based 
compensation, 

training; pay incentives tied 
to job performance; internal 
equity in compensation; 
competitive pay package in 
the job market; employment 
security; and 
communication networks 

 

HR-performance 
relationship is mediated 
by all three organisational 
cultures, the competitive 
is the most effective one 

• Collecting the data of 
all measures from the 
same source 

• Cross-sectional design 

 Mediator  Ngo and Loi (2008) According to the resource-based 
view, HR flexibility is considered 
valuable and hard to imitate which 
create competitive advantage. Also, 
adaptability culture, which 
emphasises flexibility and 
responsiveness, would be fostered by 
adopting HR flexibility which in turn 
enhance performance outcomes 

Adaptability culture  HR flexibility: in skill, 
behaviour, and practice 

adaptability culture 
mediates the relationship 
between HR flexibility 
and organisational 
performance 
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No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

 Mediator Harris and Ogbonna 
(2001) 

By integrating marketing and culture 
theory into the relationship between 
HR performance.  

Market orientation Derived from Delery and 
Doty (1996) 

The link between SHRM 
and performance is 
mediated by market 
orientation 

Cross-sectional 
methodology 

A certain aspect of 
performance: narrow 
measurement 

 Mediator Zerbe et al. (1998) Based on marketing theories: internal 
marketing where employees should 
consider service-oriented behaviour 

Service culture: 
customer-oriented 
organisational culture   

leadership and direction, 
rewards and benefits, 

work demands, career 
opportunities, performance 

appraisal, and training 

Service culture mediates 
(but did not moderate) 
the relationship between 
HR practices and service 
behaviour 

Only one organisation, limit 
the generalizability  

 Mediator Buller and McEvoy 
(2012) 

HR practices can contribute to 
alignment between organisational 
culture and individual 
KSAs/motivation with strategy. This 
alignment can influence human and 
social capitals  

 Recruitment 

Performance appraisal 

Training 

Compensation 

Such alignment 
contributes to sustain 
high performance by 
creating human capital 
and social capital 

 

3 Complementary / 
Separate effect 

Taylor et al. (2008) Organisational culture and HPWPs as 
antecedents for commitment in 
MNCs 

Only two from 
Denison and Mishra 
(1995): 

Mission and 
adaptability  

HPWPs: 

Treating employee as 
permanent, hiring new 
employees with care, 
employees retention, 
promotion, individual 
performance-based reward, 
performance appraisal, 
group performance-based 
reward, development, and 
training 

Organisational culture 
and HRM affect 
employee commitment 
directly and indirectly 
through top management 
team orientation  

• Cross-sectional data 

• Organisational 
commitment as the 
sole of outcome 
measure 
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No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

 Complementary / 
Separate effect 

Den Hartog and 
Verburg (2004) 

 

Adopting certain HR practices may 
contribute to strength and share 
certain organisational culture type 

Based on competing 
values framework: 
innovative, goal, rules, 
and support orientation  

HPWP: employee 
development, strict 
selection, incentive pay and 
profit sharing, job redesign 
and providing overarching 
goal or direction 

Significant impact of 
HPWS on performance 
outcomes as well as three 
organisational culture 
orientations 

Ignoring employees’ 
perception for 
organisational culture  

 Complementary / 
Separate effect 

Ogbonna and Harris 
(2002) 

conducting cross-discipline study to 
examine the links between the key 
management practices (market 
orientation, SHRM, organisational 
culture, and environmental 
management) and performance may 
yield broader interpretation  

Competitive culture 
Innovative culture 
Bureaucratic culture 

Community culture  

Recruitment, selection, 
training, development, and 
career management  

Competitive culture, 
innovative culture, 
market orientation, and 
SHRM are significantly 
related to performance 

The four key management 
practices reflect only the 
interest of the interviewees 
and it is not the only 
popular ones 

 Complementary / 
Separate effect 

Chew and Sharma 
(2005) 

In M&A events, when organisations 
suffer from uncertainty and 
insecurity, employees need strong 
leadership (i.e. elite or leader value 
profile) to guide them to achieve 
successes. Also, knowing which 
espoused values work well with HR 
practices would boost person-
organisation fit to decrease turnover 
rate 

Four value profile 
types: Elite, 
Meritocratic, 
Leadership, and 
Collegial  

HRM effectiveness: 

Benefits and compensation 

Recruiting and training 

Employee 
education/training 

Safety/health 

Employee/industrial 
relations 

Social responsibility 
programs 

Performance appraisal 

When complemented by 
HR effectiveness, 
organisations with elite or 
leader value profile have 
better financial 
performance than 
organisations with 
meritocratic or collegial 
value profiles 

The content analysis and 
using human codes instead 
of analysing by computer  



Chapter 2 

66 

 

No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

 Complementary / 
Separate effect 

Carmeli and Tishler 
(2004) 

The variability in organisation’s 
performance, based on the RBV, can 
be attributed to diversity in its 
resources and the appropriate 
integration and combination various 
strategic and non-strategic resources  

Based on Denison’s 
model (1990): 

Involvement, 
consistency, 
adaptability, mission  

Human capital: 

education, work experience, 
and competence of the 
firm’s members 

 

Intangible organisational 
elements, particularly, 
organisational culture is a 
source for high 
performance. 
Organisations that 
implement SHRM 
outperform those who do 
not. Organisational 
elements boost each other 
to foster organisational 
performance  

Causality and 
generalizability  

 Complementary / 
Separate effect 

Long et al. (2013) Based on self-efficacy theory, 
practitioners’ self-efficacy increases 
by having certain competencies 
which would enable them to provide 
high performance 

Culture management  HR competencies: culture 
management, HRD, 
performance management, 
business knowledge, and 
relationship skills  

The role of change agent 
mediates the association 
between HR 
competencies (specially 
culture management) and 
performance 

 

 Complementary / 
Separate effect 

Tseng and Lee (2009) The Resource-Based View (RBV) Culture category: 
development, 
common, stratum, and 
rational culture 

motivation, participation, 
training, hiring, and 
compensation 

HR practices positively 
related to performance 
via training, hiring, 
compensation, 
motivation, participation, 
and training  

  

Significance of employee 
relations in stratum and 
rational culture more than 
in development and 
common culture 
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No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

 Complementary / 
Separate effect 

Chee et al. (2011) Employees’ behaviour and 
motivation could be enhanced by 
organisational culture and thus 
increase commitment and 
productivity  

Human resource 
development, 
Compensation, 
performance 
orientations, 
management style, 
organisational clarity, 
decision-making,  
organisational 
integrity, 
organisational vitality, 
organisational clarity 

Human resource 
development, 
Compensation, performance 
orientations 

The higher performance 
hospitals are high in its 
culture dimensions  

Cross-sectional data 

4 Precedent / 
antecedent / 
contingent  

Ballesteros-Rodríguez 
et al. (2012) 

Certain HR practices such as training 
could be influenced by adopting 
continuous learning culture.  

 

continuous learning 
culture  

Retaining trained 
employees  

Valuing the skills of trained 
employees 

Reward 

Participation in decision 
making 

Internal communication  

The mediating role of HR 
practices (training) in the 
relationship of 
continuous learning 
culture and effective 
training. 

Narrow nature of the 
population; restaurants  

 Precedent / 
antecedent / 
contingent  

Jung and Takeuchi 
(2010) 

• There is an ignorance for 
internal organisational 
contingent factors such as 
culture in SHRM studies 

• Based on the organisational 
learning theory, organisational 
learning and overall 
performance would be fostered 
by the interaction between 
organisational culture, 
leadership and HR practices  

Community culture 
type  

Performance-based 

appraisal practice 
(mediator) 

The culture works as an 
antecedent for leadership 
and performance-based 
appraisal practice which 
in turns enhance 
organisational 
performance 

• Limitation in 
generalizability: the 
study conducted in 
one country and one 
industry 

• The study ignored 
other culture types and 
HR practices 
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No. OC role Study Theoretical Rationale OC measures HR practices Outcomes Limitations 

 Precedent / 
antecedent / 
contingent  

Wei et al. (2008) Based on social context theory  Competing value 
framework CVF: 
group, development, 
hierarchical, and 
rational culture   

Adopted from Huselid 
(1995): 

Attributes of managers 

Managerial characteristics 

Compensation 

Staffing plans 

Job analysis 

Staff development 

HR planning 

Communicate business 
goals 

Formal HR strategy 

Organisational culture 
can be considered as 
antecedent to the 
adoption of SHRM 

• Cross-sectional 

• Ignoring other 
organisational factors 
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2.4.3 Review of the Literature related to the Role of Organisational 

Culture in the HRM–Performance Relationship 

2.4.3.1 Significance of studying HR practices and organisational culture   

The elements of human resource practices and organisational performance have 

been identified in numerous studies (Delery and Doty, 1996; Guest et al., 2004; 

Huselid, 1995; Tseng and Lee, 2009; Youndt et al., 1996). In assessing the 

relationship between human resource practices and performance, a number of 

these studies have considered traditional approaches (Chew and Sharma, 2005; 

Tseng and Lee, 2009; Jung and Takeuchi, 2010; Ballesteros-Rodríguez et al., 

2012) while others have adopted a universal approach (Chan et al., 2004; Kouhy 

et al., 2009; Moideenkutty et al., 2011;  Tzafrir, 2006). Importantly, several 

studies have attempted to discover which HR practices affect organisational 

performance. For instance, Chow (2012) claims that an investigation of the 

implementation of HR practices together with the organisational culture would 

yield a better understanding of the mechanisms that link HR with performance. 

Some researchers have stated that there are several types of organisational 

culture and that each has an obvious impact on performance (Goodman et al., 

2001; Cameron and Quinn, 2011). These studies assert that each type of culture 

relates to performance in a distinctive way. In addition, it is important to consider 

the specific context of each organisation with the specific challenges that will 

affect its pursuit of growth and the positive influence HRM can have on such 

growth. For instance, due to their limited resources, small firms are restricted in 

their ability to increase employee productivity, while it is suggested that the 

adoption of HRM practices can improve competitiveness because it will help to 

attract better qualified employees (Patel and Cardon, 2010). Researchers assert 

that organisational culture has a significant effect on the improvement of labour 

productivity (Denison and Mishra, 1995). Specifically, an organisation gains 

employee commitment and retention when it promotes a group culture which 

encourages morality, teamwork and cohesion (Cameron and Quinn, 2011).   

2.4.3.2 Structure of studies and level of analysis 

Although scholars have called for longitudinal studies to be conducted to 

examine the relationship between HRM and performance, it became apparent 



Chapter 2 

70 

 

from this search that the overwhelming majority of the available studies are 

cross-sectional and quantitative. There are a few studies that utilised both 

qualitative and quantitative methods, such as Chow and Liu (2009) and Ogbonna 

and Harris (2002). 

As Boselie et al. (2005) state, studies will vary depending on the level of analysis 

since HR practices and performance will vary, based on the level of operation. To 

be precise, while some studies focus on organisational levels, such as profitability 

(Chan et al., 2004), others tend to focus on the individual level, such as 

employees’ satisfaction with HRM practices (Zerbe et al., 1998).  

The studies investigated also differ in terms of their respondents. Specifically, 

some of these studies used single-source respondents, such as the HR managers 

(Jee Young, 2011, Ngo and Loi, 2008) or the employees (Taylor et al., 2008, 

Zerbe et al., 1998). However, other studies gathered data from multiple sources 

such as CEOs, HR managers and employees (Den Hartog and Verburg, 2004; 

Zhang and Jia, 2010; Wei et al., 2008). Some researchers are sceptical about the 

level of awareness and the neutrality of the HR manager in evaluating the HR 

practices of an organisation (Boselie et al., 2005). Generally, the conclusion was 

reached that the research question is vital in defining suitable respondents, 

although some claim that multiple sources of information about HRM presence 

and implementation are needed (Guest, 2011).  

   

2.4.3.3 The role of organisational culture 

According to Schein (2006), organisational culture refers to “a pattern of basic 

assumptions that are invented, discovered or developed by a given group as the 

organization learns to cope with the problems of external adaptation and/or 

internal integration” (Jung and Takeuchi, 2010, p. 1933). Organisational culture 

encompasses a set of perceptions that are shared by the individuals in the 

organisation and are acquired through socialisation activities and social learning 

(Chew and Sharma, 2005).  Organisational culture is thus a system of beliefs, 

norms and values that help individuals to determine how things are done, defines 

expected standards for individual behaviour, and explains organisational 

functions (Chow, 2012; Schein, 2006). In conclusion, the definition of 

organisational culture implies two layers: one is the top visible layer and the other 
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is the deeper layer (Den Hartog and Verburg, 2004). While the former articulates 

the behavioural components of the organisational culture, the latter is the 

invisible norms and values that form the incentives for specific behaviours. 

Despite the fact that organisational culture has a significant impact on enabling 

the organisation to achieve its goals, especially during times of change, empirical 

studies on this topic are still scarce (Chan et al., 2004).  Recently, the culture of 

organisations has been receiving more attention and this may be the result of 

increasingly operation in the global environment (Stone et al., 2007). Such 

interaction always requires dealing with employees from diverse cultural 

backgrounds. The management of multicultural organisations faces great 

challenges, such as the need for more sophisticated practices and policies in 

terms of attracting, training and retaining the workforce. Stone et al. (2007) claim 

that research into the impact of cultural and subcultural differences on the 

perception and effectiveness of HR practices and policies is limited.  

Others, such as Jee Young (2011) see organisational culture as a strategic 

resource for creating competitive advantage based on a review of RBV theory. 

Specifically, organisational culture facilitates the utilisation and development of 

organisational competencies and of HR practices in particular. Chee et al. (2011) 

highlight the importance of organisational culture as an important factor in 

energising and guiding employees in terms of telling them what needs to be 

achieved, how it is to be achieved and how it is to be measured. Individual 

motivation and behaviour can also be affected by organisational culture, which in 

turn has positive outcomes on, for example, performance, productivity and 

commitment (Chee et al., 2011).   

Ogbonna and Harris (2002) present another perspective that aims to provide a 

different interpretation for the importance of organisational culture by 

considering it as just one aspect of organisational competency. Although the 

tangible competencies of organisations are frequently the focus, the intangible 

characteristics, such as the organisational culture, would also appear to provide 

significant insights into the generation of competitive advantage. These authors 

argue that HRM can be a source of competitive advantage and sustained 

performance when it is implemented effectively and when linked to a strategy 

that the customer perceives as adding value (Ogbonna and Harris, 2002). 

In addition, the sharing of perceptions of values and beliefs by employees reflects 

the strength of the organisation’s culture. Employees’ agreement or disagreement 



Chapter 2 

72 

 

regarding the policies and practices that characterise the organisation determine 

the strength of the organisational culture and of the climate that induces the 

desired behaviours (Pereira and Gomes, 2012; Den Hartog and Verburg, 2004). 

This kind of discussion will promote shared standards of behaviour and 

expectations giving rise to behavioural uniformity and consensus regarding how 

the organisation works (Pereira and Gomes, 2012). Therefore, successful 

organisations are identified by the articulation and sharing of clear values and 

norms, which in turn influence employees’ behaviours and enhance performance 

(Den Hartog and Verburg, 2004).  

Although the association between HR practices and performance has been 

examined in various studies, there is no consensus among these studies in terms 

of a definition of organisational culture and its concepts (Jung and Takeuchi, 

2010). Chan et al. (2004) assert that HR practices are not very influential in 

organisational performance unless they are supported by a culture that sees them 

as a valuable resource for an organisation.  The "necessary" culture would be one 

that provided opportunities for employees to develop crucial skills and to acquire 

innovative knowledge, and which provided a clear guide for the allocation of 

organisational resources in order to gain competitive advantage (Chan et al. 

2004, p. 21).  However, Zerbe et al. (1998) found that the service culture does 

not act as a moderator in the relationship between employees’ perceptions and 

their satisfaction with HR practices and their service behaviour. However, these 

conclusions have limited value since this study relied mainly on a single source of 

data, the employee self-report. Therefore, this relationship still needs further 

research drawing on multiple sources, including for example, the customers. 

The importance of organisational culture emerges from the argument that 

organisational performance can be fostered by certain types of organisational 

culture (Denison and Mishra, 1995). Specifically, it is argued that the wide sharing 

of certain cultural values is a core determinant for organisational performance 

(Tseng and Lee, 2009). Various studies have examined the link between the type 

of organisational culture and performance, and sufficient evidence has been 

provided to confirm this link (Chan et al., 2004, Stone et al., 2007). Nevertheless, 

it is argued that each unique organisational culture has its distinct influence on 

organisational performance (Denison and Mishra, 1995, Wei et al., 2008). Thus, 

studies that relate organisational culture to performance tend to differ because of 

the diversity of performance measurements employed. It is suggested that further 
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research should be encouraged to examine why these different types of culture 

have different influences on organisational outcomes (Wei et al., 2008).  

Tseng and Lee (2009) examined the significance of HR practices on organisational 

performance and compared the effects of different cultures in the Taiwanese 

electronics industry and in its branches in China. Despite some minor differences, 

they found support for a positive relationship between employees’ participation 

and human resource practices in both types of organisational culture. Therefore, 

managers are urged to encourage employees to participate actively in the process 

of decision making, and specifically in human resource practices. However, it was 

noted that the importance of employee relations did vary, based on culture type, 

and it showed greater significance in the hierarchy and market cultures than in 

the other culture types (Tseng and Lee, 2009).  

It is commonly believed that HRM affects performance positively in both direct 

and indirect ways. However, an increasing amount of literature shows that HR 

practices do not lead directly to improved performance (Chow, 2012). Earlier 

studies found that organisational culture plays a significant role in this link as a 

moderator (Chow and Liu, 2009; Zhang and Jia, 2010; Jee Young, 2011), and as a 

mediator (Ngo and Loi, 2008; Chow, 2012), while some have proposed that 

organisational culture (the norms, values and rules) can be maintained and 

complemented by the adoption of HRM practices (Chew and Sharma, 2005; Long 

et al., 2013). Other researchers argue that the dominant organisational culture 

may have an impact, either as an antecedent or as contingent, on the adoption of 

specific HR practices and policies (Wei et al., 2008; Ballesteros-Rodríguez et al., 

2012). This means that the role of the influence can be deemed beneficial in both 

directions. 

The following sections discuss some perspectives that have been highlighted in 

the literature in order to explain the role of organisational culture in the 

connection between HRM and performance. To do so, the studies are reviewed 

according to the theoretical perspectives regarding the relationship between 

strategic human resource management (SHRM) and performance. These 

perspectives are the universalistic, the contingency, and the configurational 

approaches (Delery and Doty, 1996). First, the theoretical frameworks used by 

these studies are briefly highlighted in order to explain which relationships 

among the HR practices and performance outcomes are to be studied and how 

they explain the role of organisational culture in this relationship. However, in 

several studies, the theoretical framework is not explicit, in these cases a general 
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rationale for each study is supplied which may be exploited to explain the 

findings (Boselie et al., 2005).  In addition, each organisational culture role is 

investigated to discover whether the studies find positive or negative 

relationships between HRM and performance. Each role is concluded by an 

examination of the general limitations that have been observed. 

 

Table 2.5: Summary of the theoretical approaches and the role of organisational 

culture in SHRM-Performance relationship 

Organisational 

culture’s role 

SHRM approaches 

Contingency Configuration Universalistic 

Moderator Chow and Liu (2009): +, yes, 

organisational alignment 

theory, Contingency theory, 

and RBV 

 

Katou and Budhwar (2010): -, 

yes, Contingency theory, RBV, 

AMO 

Patel and Cardon (2010): +, 

yes, RBV 

Jee Young (2011): +, no, RBV 

Zhang and Jia (2010): +, yes, 

Social Exchange Theory 

Chan et al. (2004): -, no, RBV, 

Human Capital 

 

 

Mediator Zerbe et al. (1998): +, yes, 

Marketing theories 

Ngo and Loi (2008): +,yes, 

RBV 

Harris and Ogbonna (2001): +, 

yes, Marketing and culture 

theory, RBV  

Chow (2012): +, yes, Human 

Capital 

Complementary / 

Separate effect 

Ogbonna and Harris (2002):+, 

yes, RBV 

Chew and Sharma (2005): +, 

yes, RBV 

Tseng and Lee (2009): +, yes 

Carmeli and Tishler (2004): +, 

yes, RBV, Human capital  

Long et al. (2013):+, yes, Self-

efficacy theory  

 

Taylor et al. (2008): +, yes 

Den Hartog and Verburg 

(2004): +, yes, RBV 

Chee et al. (2011): +, yes 

Antecedent / 

contingent 

Jung and Takeuchi (2010): +, 

yes, Organisational learning 

theory 

Ballesteros-Rodríguez et al. 

(2012): +, yes 

Wei et al. (2008): +, yes, Social 

context theory  
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In order to know which SHRM approaches are the most studied in the literature, 

the Table 2.5 depicts these approaches and the studies that adopt each of them, 

as well as the outcomes of these studies. (In this table (+/-) means: HRM has an 

effect on performance / HRM has no effect on performance, respectively; and 

(yes/no) means: organisational culture has the role of ‘moderator, mediator, 

complementary, and antecedent’ / organisational culture has no role, 

respectively.  

 

2.4.3.3.1 Organisational Culture as a Moderator 

By reviewing the studies shown in Tables 2.4 and 2.5, it can be seen that 

organisational culture plays the role of moderator in 6 studies out of 25. These 

studies vary according to the theoretical perspective of SHRM adopted. For 

instance, half of these studies (n=3) adopt the universalistic perspective, or best 

practice approach, and, interestingly, only one of them points to the moderator 

role of organisational culture in examining the relationship between high 

performance work practices (HPWPs) and performance (Zhang and Jia, 2010). 

Based on social exchange theory, Zhang and Jia (2010), emphasise that 

organisational culture facilitates employees’ interdependency and also 

encourages them to sacrifice their own interests for the benefit of the group and 

organisation. Furthermore, HPWPs reinforce the obligation to reciprocity between 

the organisation and its employees, and foster trust as well, which in turn 

maintains their commitment to their organisation. To examine the underlying 

mechanisms linking this relationship, these authors conducted a survey with 250 

biotechnology pharmaceutical enterprises to examine the moderating effects of 

organisational culture on the relationship between HR practices and perceived 

organisational support (POS). Their conclusion emphasised the moderating role of 

the organisational culture. However, the findings of this study are limited in terms 

of generalizability, since it was based purely on a survey and exclusively with a 

sole industry, that of biotechnology pharmaceutical enterprises (Zhang and Jia, 

2010).  

The two other universalistic studies, however, infer that organisational culture 

does not moderate the relationship between HPWPs and organisational 

performance (Chan et al., 2004; Jee Young, 2011). Both these studies build their 

rationale on RBV theory. For instance, Jee Young (2011) considers organisational 

culture to be a strategic resource for creating competitive advantage, based on a 
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review of RBV theory. Specifically, organisational culture facilitates the utilisation 

and development of organisational competencies, and HR practices in particular. 

Jee Young’s study, based on questionnaires gathered from 162 managers and HR 

managers in Korean SMEs, concluded that organisational culture does not 

moderate the relationship between HPWPs and performance because the 

organisational culture in SME firms is less developed than in larger ones, and they 

therefore lack the ability to attract and retain a competent workforce. 

Chan et al. (2004) developed this further by arguing that because people are the 

ultimate source of competitive advantage, and since other resources are affected 

by economic change, it is essential to understand how firms sustain their 

competitive advantage through the effective management of their HR. However, 

according to the dynamic resources approach, the sustainability of a firm’s 

competitive advantage is not merely based on the rare and imperfect imitability of 

resources, but that it rather needs the capability to reallocate, renew and redefine 

its resources in order to cope with fluctuations in its environmental challenges. 

Thus, Chan et al. (2004) consider a firm’s ability to manage its human capital as 

involving not only their seeing the human capital, but also seeing the 

organisational culture as a dynamic and complementary resource, and that such a 

combination leads to sustained superior performance. In other words, based on 

both RBV and human capital, through the aligning and integrating of HR 

capabilities and organisational culture into a single model, each would reinforce 

the other, and in turn enhance organisational performance. Chan et al. (2004) 

were confident that both high performance HR and organisational culture should 

be seen as organisational capabilities, are to be considered as co-specialized 

resources and mutually complementary. However, an empirical study, in which a 

survey was mailed to 1422 companies in Hong Kong, did not support the 

moderating effect of organisational culture on the relationship between high 

performance HR and organisational performance (Chan et al., 2004). 

Although the universalistic studies provide a range of insights, an interpretation 

of these findings may be constrained by certain limitations. Although 

organisational culture is seen as a moderator in the relationship between HPWPs 

and performance, other organisational characteristics, such as (but not limited to) 

strategy, technology, firm life cycle, and management style, have not been 

considered in these studies. These factors are important as contingencies and/or 

moderators if truthful insights into the relationship between HPWPs and 
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organisational performance are to be captured (Youndt et al., 1996; Katou and 

Budhwar, 2010; Jee Young, 2011). These variables are among other contingencies 

that are crucial if the organisational and environmental challenges that affect 

adoption of HR practices are to be captured, particularly when cross-sectional 

data analysis is used, as in this study (Aryee et al, 2008; Becker and Huselid, 

2006). 

Chow and Liu (2009) respond to the cautions regarding the need to consider the 

contingency variables. Their study is based on organisational alignment theory 

and contingency theory (Delery and Doty, 1996). Youndt et al., (1996) stress that 

HRM should be externally compatible with business strategy and internally 

consistent with HR practices. Chow and Liu (2009) agree that HR practices shape 

employees’ behaviour where the organisational culture can be created and 

sustained as the crucial factor in obtaining competitive advantage. So, it is 

important that HR practices be carefully designed (endorsement-HR and 

involvement-HR) to create an appropriate culture, since there is a strong positive 

association between organisational culture as related to employees, such as 

commitment, job satisfaction, sharing of knowledge and organisational 

outcomes. In other words, because culture refers to values, assumptions and 

shared understanding, it plays a role in defining the expected behavioural 

standards, which in turn strengthen the impact of the HR practices. Therefore, 

Chow and Liu (2009) insist that organisational culture is expected to have a 

greatly positive impact on performance when it is complemented by HR practices. 

Accordingly, interviews were conducted with 48 HR managers and experts to 

develop an HR scale, and this was followed by sending questionnaires to 451 

Chinese firms. This study found that organisational performance is contingent 

upon the alignment of HRM with business strategy, as well as upon the 

moderating effect of the appropriate culture. Also, by taking organisational 

culture into account, inducement-HR and involvement-HR tend to work well with 

supportive and innovative cultures, respectively, and have a positive effect on 

organisational performance. 

The SHRM configurational approach, was adopted by only two studies (Katou and 

Budhwar, 2010; Patel and Cardon, 2010), and both concluded that organisational 

culture plays a moderator role in the relationship between HRM and performance. 

To be more precise, the latter study claimed that in order to maximise 

organisational productivity, organisations are urged to adopt a configuration of 

formal HR practices, particularly in the SME sectors where a high level of 



Chapter 2 

78 

 

competition is faced. They examined, by use of a survey conducted in 145 UK-

based SMEs, alternative mechanisms for improving productivity, such as adopting 

a certain type of culture. These authors insisted that the adoption of a group 

culture could lead to increased cohesion, trust, and better communication, and 

that this could result in the promotion of labour productivity. Also, a group 

culture may enhance the effectiveness of HR practices by attracting and retaining 

valuable human capital, and by mitigating the challenges of implementing these 

formal HR practices by reducing tension and stress through improved 

communication and trust (Patel and Cardon, 2010). Therefore, organisational 

culture, in this case, and according to RBV, is considered to provide a competitive 

advantage for these firms. 

In the other configurational study (Katou and Budhwar, 2010) however, RBV was 

not seen as the only theoretical foundation.  Because Katou and Budhwar 

advocate a ‘best fit’ rather than a ‘best practice’ stream, these authors included 

insights from contingency theory and AMO theory. Therefore, they declare that 

HRM has a positive effect on performance by considering the contingent factors, 

such as organisational culture and business strategy, in order to explore the 

nature of this relationship. While the philosophy of RBV claims that building 

human capital is a rare and inimitable source of competitive advantage, others 

suggest that it is not only the existence of resources and capabilities but the 

effective exploitation of such resources that achieves the level of superior 

performance (Boxall and Purcell, 2000; Wright et al., 2001).  AMO theory 

highlights the importance of adopting HR policies that are consistent in order to 

enable employees to build the necessary abilities (through resourcing and 

development), motivation (by compensation and incentives) and opportunity to 

exert discretionary behaviour (by involvement and job design), which in turn 

improve organisational performance (Katou and Budhwar, 2010).  Katou and 

Budhwar’s study is based on a sample of 178 Greek manufacturers and found 

that motivation to perform is moderated by the organisational culture. 

In summary, organisational culture is treated as a moderating factor in six 

studies, and only two studies did not support the moderator role of culture (Chan 

et al., 2004; Jee Young, 2011). These two studies are universalistic, and, as 

mentioned above, some possible interpretations for their findings are that other 

key organisational characteristics, such as strategy and management style, have 

been neglected. These contingencies would provide beneficial insights to capture 
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the environmental challenges that may constrain the adoption of HR practices 

(Youndt et al., 1996).  

Although RBV is used repeatedly in establishing a rationale for most of these 

studies (n=5), only three use this theory to prove the moderator role of 

organisational culture (Katou and Budhwar, 2010; Patel and Cardon, 2010; Chow 

and Liu, 2009). It is evident that these three are either configurational or 

contingency studies. This leads to the conclusion that organisational culture is to 

be considered as a source of competitive advantage, but only under certain 

conditions. Therefore, it is essential to design careful ‘horizontal fit’ of HR 

configurations in order to support organisational culture (Chow and Liu, 2009). 

Moreover, it is important to ensure that HR practices are complementary and to 

align the ‘vertical fit’ with organisational contingents such as culture and 

strategy. Moreover, there are other important theoretical perspectives that have 

been noted here, namely AMO theory, contingency theory, and the cognitive 

perspective, such as social exchange theory and POS. Although all of these 

provide a rationale for the moderator role of organisational culture, the only 

exception is the human capital theory (Chan et al., 2004) due to its 

marginalisation of the other organisational contingencies (such as strategy), as 

discussed above.  

It is significant that the universalistic studies make use of multi-source data and 

gather their respondents from CEOs, managers, HR managers and employees. In 

contrast, configurational and contingent studies tend to collect their data from 

the same respondents, which may cause potential bias due to having a single 

respondent (either the manager, HR manager, or employees) from each firm (Patel 

and Cardon, 2010; Chow and Liu, 2009). 

 

2.4.3.3.2 Organisational Culture as a Mediator 

Among the 26 studies that are reviewed in Table 2.4, four studies investigate the 

mediating role of the organisational culture. Only one study adopts universalistic 

HR practices and one the contingency approach (Chow, 2012, and Zerbe et al., 

1998, respectively), while the other two studies hold the configurational 

perspective (Harris and Ogbonna, 2001; Ngo and Loi, 2008). Below, a more 

detailed discussion is provided for the theoretical grounding of each of these 

studies, followed by a brief conclusion.  
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Chow (2012) asserts that HPWPs affect organisational performance through 

human capital. Organisational performance can be improved by enhancing 

employees’ knowledge, skills and abilities as well as by motivating and 

encouraging them to exert superior effort. Also, this author claims that although 

previous studies have proven the effective role of HPWS in performance, both 

directly and indirectly, there is a consensus that HR contributes to performance 

through key mediating factors such as organisational culture. It is suggested that 

a well-designed HR system creates similar perceptions among employees so that 

the same values and beliefs are shared, which in turn shape the organisational 

culture. Accordingly, coherence and consistency in HR systems may contribute to 

the shaping of organisational culture by increasing employees’ motivation and 

competence, which in turn improves organisational performance. By collecting 

data from the HR departments of 243 Hong Kong and Taiwanese firms in China, it 

was found that organisational culture facilitates collaboration and communication 

between employees enabling them to work in a productive manner. In this vein, 

organisational culture not only works to increase organisational performance but 

also reinforces the influence of HR systems on performance. Therefore, Chow 

(2012) concludes that organisational culture can be considered as the 

explanatory variable in offering an explanation for the link between HR and 

organisational performance. 

In terms of the contingency perspective, Zerbe et al. (1998) examined, on the 

basis of marketing theories, the role of a service culture on the relationship 

between the perception of HR practices and service behaviour. This study was 

conducted by surveying 452 employees in a North American airline. They 

attributed the importance of their service culture to the importance of the internal 

marketing where employees are helped to understand their organisation’s role in 

the context of a customer-oriented environment and service-oriented behaviour. 

The premise underling the internal marketing was to ensure that employees 

understood their organisation’s philosophy and their own responsibilities in 

relation to customer-oriented behaviour.  It was found that the relationship 

between the employees’ perception of HR practices and their service behaviour is 

mediated by the service culture (Zerbe et al., 1998). 

Similarly, Harris and Ogbonna, (2001) adopted marketing theory in a study with a 

configurational perspective that asserted the vertical fit with external factors. In 

other words, organisations that seek to gain high performance are advised to 
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adopt HR practices and policies that are not only internally consistent but are also 

consistent with the market’s needs and demands (Harris and Ogbonna, 2001). 

From questionnaires send to 342 heads of marketing in multi-industry UK firms, 

Harris and Ogbonna (2001) found that strategic HRM is not directly related to 

organisational performance, but that this is rather mediated by a market oriented 

culture. This related clearly to the unique role of the organisational culture (a 

market orientated culture) in creating sustainable competitive advantage since 

the culture is imperfectly imitable (Barney, 1991). Nevertheless, it was asserted 

that, depending mainly on a particular resource, it may not yield a competitive 

advantage that is unique and difficult to imitate (Carmeli and Tishler, 2004; 

Harris and Ogbonna, 2001). 

Also based on RBV, another configurational study by Ngo and Loi (2008) insisted 

that HR flexibility is considered valuable and hard to imitate and that this can 

create competitive advantage. HR flexibility emphasises that employees have the 

attributes that enable them to adapt, such as skills flexibility and behavioural 

flexibility, enabling them to respond to environmental changes. Again, 

organisational culture is considered an additional source of competitive 

advantage. Therefore, Ngo and Loi (2008) urge that an adaptability culture, which 

emphasises flexibility and responsiveness, will be fostered by adopting HR 

flexibility, which in turn enhances HR-related and market-related performance. In 

other words, the intervening role of an adaptability culture can provide an 

interpretation of the relationship between HR flexibility and firm performance. In 

an empirical study, Ngo and Loi (2008) collected data from 181 HR managers in 

multinational corporations (MNCs) in Hong Kong. These authors found that the 

adaptability culture had a direct impact on HR-related performance (i.e. attitudes 

and behaviours) and an indirect impact on market-related performance, which is 

mediated by HR-related performance. They showed the fundamental role of an 

adaptability culture in mediating the relationship between HR flexibility and 

organisational performance.  

To summarise, organisational culture is regarded as a mediator in four studies. 

These studies adopted various theoretical frameworks. One example was that of 

human capital, where well-designed HR systems create similar perceptions among 

employees who share the same values and beliefs, which in turn shape the 

organisational culture and ultimately foster organisational performance (Chow, 

2012). Others adopt marketing theories to provide an interpretation for the 

mediating role of the organisational culture (Harris and Ogbonna, 2001; Zerbe et 
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al., 1998). Again, as we saw with the moderator role of culture, RBV is used in 

half of these studies (n=2), which provide crucial evidence for the role of such a 

theory in SHRM research. Nevertheless, it is argued that the data from all 

measures of these studies were collected from the same source, which raises a 

concern about bias with such a method. Moreover, the study designs were cross-

sectional, which cannot provide any insightful interpretation for the causality of 

this relationship. 

 

2.4.3.3.3 Each Organisational Culture and HR has a Complementary / 

Separate Effect 

After discussing the moderating and mediating roles of organisational culture, 

this section now moves on to consider the fact that organisational culture and 

HRM have their own ‘alignment/separation’ effect on organisational performance. 

Den Hartog and Verburg (2004) argue that the interaction between HRM and 

organisational culture can be studied by considering the impact that HRM has on 

organisational culture, where organisational culture is the dependent variable. 

Another proposition claims that the adoption of HRM is fostered by culture (as we 

will see in the next section). A third ‘type of proposition worth exploring is 

whether performance is better where HRM practices and culture align (a fit 

perspective)’ (Den Hartog and Verburg, 2004, p. 58). This alignment or 

complementary role is seen in some studies where either organisational culture 

or HRM are considered as the measure of the other’s variables (Long et al., 2013; 

Chee et al., 2011). Although both organisational culture and HRM are examined 

in the same study, the effects are separated, on the assumption that they have 

not interacted with each other, so the study does not show any kind of interaction 

(Taylor et al., 2008; Den Hartog and Verburg, 2004).  In this category, we review 

eight studies with the features described above. 

Three studies adopt the universalistic perspective in SHRM, and each of them 

found that both organisational culture and HPWPs have a positive impact on 

organisational performance (Chee et al., 2011; Den Hartog and Verburg, 2004; 

Taylor et al., 2008). An earlier study by Lepak and Snell (2002) considered 

organisational culture and HPWPs as the antecedents for fostering commitment in 

MNCs. This takes the human capital perspective into account, where employees 

are very important due to their ability to create and share knowledge as well as 
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for their important skills (Lepak and Snell, 2002). These authors claim that 

organisational commitment can be enhanced when employees perceive that they 

are treated fairly, when their contributions are valued by their organisation, as 

well as when employees can trust their organisation. When examining the effect 

of organisational culture, Taylor et al. (2008) decided to choose only two of the 

four dimensions of Denison and Mishra’s model, namely mission and adaptability. 

They explained that these two dimensions are the most frequently associated 

with an external orientation, where the external environment is considered to be 

the biggest challenge for MNCs. Furthermore, studies by Taylor et al. showed that 

mission and adaptability are the most significant measures for predicting an 

organisation’s profitability. In particular, sharing a strong sense of mission in a 

global firm provides meaning and direction to organisational members, and 

clarifies appropriate roles and behaviours, making it more goal-oriented since 

employees in such organisations come with differing perspectives and 

expectations. Similarly, adaptability reflects an organisational orientation towards 

a customer focus, with risk taking, the ability to create change and to learn from 

mistakes, all of which are really important in fostering organisational 

commitment. From their empirical study with a sample of 1664 employees from 

39 subsidiaries of 10 MNCs, it was concluded that organisational culture and 

HPWPs affect employee commitment both directly and indirectly through the 

global orientation of top managers (Taylor et al., 2008). However, because the 

study design was cross-sectional, it does not provide a good basis for 

establishing causality. 

The other universalistic HR practices study was by Den Hartog and Verburg 

(2004), this was based on RBV and highlighted that successful firms are 

distinguished by their articulation of shared values and norms, which contribute 

to the creation of a culture which, in turn, plays an influential role in employees’ 

behaviour and performance. The study was conducted in 175 multi-sector 

organisations in the Netherlands to assess whether organisational HR practices 

can be combined to create HPWS, and how they relate to organisational culture 

and performance. The authors claimed that the adoption of certain HR practices 

can contribute to organisational strength and a shared organisational culture. In 

this study, in order to avoid bias due to using the same source for the data, 

different respondents (HR managers and chief executives) provided their ratings 

for HPWP and organisational culture, respectively. It was found that HPWPs 

individually, and not considered as a cluster, have a positive relationship on 

performance outcomes. Nevertheless, while it was concluded that there is a 
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positive relationship between HPWP and the goal of an innovative culture 

orientation, the study did not show whether a strong organisational culture can 

be created by HPWP (Den Hartog and Verburg, 2004).  

In the contingency studies, researchers adopted RBV to rationalise their studies. 

For instance, Chew and Sharma (2005) confirmed that RBV combines an internal 

analysis of internal phenomena and an external analysis enabling a comparison 

with competitors within the same industry. Also, human capital can be a source of 

competitive advantage when it is managed strategically to compete with others, 

particularly in conditions of uncertainty. Based on an analysis of Singapore firms 

before and after merger and acquisition (M&A) activities, Chew and Sharma 

(2005) found that when this was complemented by effective HRM, organisations 

with an elite or leader value profile culture (where authority and an unequal 

power structure are emphasised) had better financial performance than 

organisations with meritocratic (task-performance rewards) or collegial (task 

achievement rather than tangible rewards) value profiles. They interpreted that in 

M&A events, when organisations are likely to suffer from uncertainty and 

insecurity, employees need strong leadership (i.e. an elite or leader value profile) 

to guide them into achieving success. These findings are fundamental for 

organisations that need to know which espoused values work well with HR 

practices in order to enhance the person-organisation fit and to minimise 

turnover rate. 

RBV was again the basis for another contingency study by Ogbonna and Harris, 

(2002) where it was observed that culture plays an important role in generating a 

competitive advantage arising from the firm competencies. Those competencies 

come from the tangible or intangible characteristics of the organisation, such as 

culture (Ogbonna and Harris, 2002). Also, these authors argued that HRM can be 

a source of competitive advantage once it can be implemented effectively and 

linked to a strategy that adds value that the customer perceives and that sustains 

performance as well. However, it is suggested that conducting a multidisciplinary 

study may yield broader interpretations and address the challenges that face 

organisations by providing a more advanced understanding of performance. In 

order to identify key popular management practices, Ogbonna and Harris (2002) 

conducted interviews with HR managers and experienced practitioners, thereby 

identifying four key concepts that they deemed to be the most important in 

relation to organisational performance. These four concepts are: market 
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orientation, SHRM, organisational culture and environmental management. The 

empirical evidence was collected from a survey conducted with 20 companies 

from the Time Top 1000 list, and the total of 342 respondents revealed that 

SHRM, a competitive and innovative culture, and a market orientation are 

significantly related to performance, while a community and bureaucratic culture 

and the environmental management had no significant effect and showed no 

clear links. They explained that both community and bureaucratic cultures focus 

on internal dynamics, which may in fact hinder their focusing on the external 

customer, which is crucial for an organisation. These findings have been criticised 

as the four identified management practices reflect the interests of the 

interviewees only, and may not be the only possible ones (Ogbonna and Harris, 

2002). 

In the same vein, previous studies have reported that it is worth investigating the 

relationship between HR practices and organisational performance in different 

types of culture (Tseng and Lee, 2009). It is explained that each type of 

organisational culture has a unique impact on organisational performance 

(Denison and Mishra, 1995; Harris and Ogbonna, 2001). Despite some minor 

differences, Tseng and Lee (2009) found, in a study of 129 Taiwanese electrics 

companies and 112 branches in China, that there was a strong positive 

relationship between employees’ participation (as an HR practice factor) and 

employees’ relations (as an organisational performance factor) in each 

organisational culture type. These authors urged that the impact of integrating 

different HR practices with performance factors should be investigated and then 

compared with organisational culture types, because each culture type has a 

different relationship with organisational performance (Tseng and Lee, 2009). 

So far, the studies in this section have relied too heavily on RBV. Writers have 

challenged this on the grounds that most quantitative studies used a single 

element, such as human capital or leadership, whereas the firm’s competitive 

advantage is driven by a complex combination of resources, capabilities and 

competencies (Carmeli and Tishler, 2004). These authors claim that, for several 

reasons, the RBV needs theoretical support through conducting further empirical 

research. Making it difficult for others to imitate, it depends upon a number of 

integrated elements and on the degree of interaction among them. Therefore, it 

is vital that it is appropriately integrated and that the various strategic and non-

strategic elements are combined, so that each element is strengthened and 

complemented by the others. Moreover, several studies have examined the 
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performance measures separately, while Carmeli and Tishler point to the need to 

‘capture the simultaneity embedded in the multidimensionality of performance’ 

(Carmeli and Tishler, 2004, p. 1259). Based on this perspective, from a sample of 

99 questionnaires from governmental organisations in Israel, these researchers 

conducted a study by combining the intangible elements; among which 

organisational culture and human capital are considered to be important sources 

of competitive advantage. These researchers supposed that interaction among 

these elements is complementary since each of them adds value in the presence 

of the others, which in turn affects organisational performance. However, they 

warned that placing too much emphasis on a single element or resource may 

have a diverse impact or create an imbalance with the other elements, and affect 

the performance of the whole system (Harris and Ogbonna, 2001; Carmeli and 

Tishler, 2004).  

Similarly, other recent studies have suggested that a lack in HR competencies and 

capabilities may yield critical problems in the implementation of HR practices 

and, as a result, change efforts will be more likely to fail (Long et al., 2013). This 

can be attributed to the critical role of HR competencies in providing a measure 

of employees’ readiness for change and of their developmental needs, as well as 

their ability to serve as agents of change in order to achieve a sustainable 

competitive advantage (Long et al., 2013). Long et al. argue that, based on self-

efficacy theory, increased self-efficacy among HR practitioners, as well as their 

possessing certain competencies, would enable them to facilitate high 

performance outcomes. These authors identified four competencies that are also 

highlighted in the literature: culture management, business knowledge, Human 

Resource Development (HRD) skills, and relationship skills. From their study, with 

a sample of HR managers from 300 manufacturing firms, it was concluded that 

the HR role as change agent has a mediating effect on the relationship between 

HR competencies (particularly culture management) and organisational 

performance. This indicates that without the necessary competencies, such as 

culture management, HR practitioners may not be able to be change agents, 

which would inevitably be an obstacle to their becoming strategic partners (Long 

et al., 2013). Therefore, the study looks at culture management as one of the 

most important competencies of HR managers.  

In contrast, others have studied the effect of the interaction of HR management 

and organisational culture on performance by considering HR practices as just 
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one aspect of the organisational culture (Chee et al., 2011). In this study, 64 

questionnaires were distributed to managers in 15 American hospitals. Human 

resource development, compensation and a performance orientation were among 

other HR practices considered as variables in the measurement of organisational 

culture. This complementary role of HR practices, as distinct aspects of the 

organisational culture, is not discussed widely in the literature; however, it 

provides a useful guide for managers when designing systems and processes 

(Chee et al., 2011). 

In this section, the review aims to highlight the fact that performance is better 

where HRM and organisational culture are aligned and complement each other. 

One of the most obvious findings from these studies is the crucial role of RBV in 

underpinning studies in SHRM and organisational culture alike. However, as 

discussed above, considering other elements of resources and capabilities is also 

significant in capturing the mechanisms of the interaction between HR practices 

and organisational culture. It is important to understand how human capital can 

be implemented. In addition, the importance of considering the interaction 

between different types of organisational culture and different HR practices in 

order to foster organisational performance is repeatedly emphasised.  

It is noticeable that all of these studies collected their data from the same source 

(HR managers or employees), with one exception, where data was collected from 

chief executives and HR managers (Den Hartog and Verburg, 2004). A significant 

concern in such a study is that the employees’ views of their organisational 

culture are ignored; and their views may be very different from those of their 

supervisors. One could argue that if the views of all are identical regarding the 

organisational culture then it is a strong culture, sharing the same norms, values, 

and views (Den Hartog and Verburg, 2004). 

 

2.4.3.3.4 Organisational Culture as Antecedent/Contingent for HR 

In a previous section, it was mentioned that the relationships between HRM and 

organisational culture can be studied by considering the moderating or mediating 

role of the culture. In this section it is claimed that organisational culture has a 

great impact on fostering the adoption of HR practices. In other words, 

organisational culture could be an antecedent or contingent for HRM as the 

following discussion shows (Bowen and Ostroff, 2004; Wei et al., 2008). 
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Drawing on social context theory, different types of culture may have various 

effects on influencing the adoption of HR practices since the organisation is a 

social environmental (Wei et al., 2008). Wei et al. (2008) propose that the 

adoption of HR practices is facilitated by organisational culture where the culture 

acts as an antecedent to SHRM or mediates the HR-performance link. This 

indicates that organisational culture is not only directly influenced by the 

adoption of SHRM but also influences the implementation of SHRM. Wei et al.’s 

study is based on data collected from 223 Chinese enterprises by two sets of 

questionnaires: one, for performance indicators, is completed by CEOs; and 

another, for SHRM, is completed by HR and the finance directors. The 

organisational culture is measured by the Competing Value Model, which includes 

four culture types: group, development, hierarchical, and rational culture. 

However, these authors could only prove that organisational culture acts as an 

antecedent for the adoption of SHRM but not as a mediator for SHRM and the 

performance relationship. Furthermore, these findings are limited by the ‘cross-

sectional’ nature of the study, as well as by ignoring other organisational factors 

besides culture that may influence the adoption of SHRM, such as knowledge 

management and learning (Wei et al., 2008). 

Therefore, on the basis of organisational learning theory, it is acknowledged that 

a continuous learning culture influence the adoption of HRM practices 

(Ballesteros-Rodríguez et al., 2012). Ballesteros-Rodríguez et al. (2012) claim that, 

although HRM may have an impact on organisational culture, the dominant 

culture also has its own effect on organisations in the type of HR practices and 

systems adopted. These authors propose that HR managers adopt certain 

practices based on beliefs and assumptions that have been adopted by the 

internal work culture. To be more specific, the values and assumptions of the 

organisational culture may influence the adoption of certain types of HR 

practices, such as career development, and a system of rewards, which in turn 

would highlight the value of training. In some cases, however, it is possible that 

organisations tend to use their impressive training facilities and high budgets to 

provide training that does not add real value, either to employees or to the 

organisation, because the deep values and beliefs in such organisations are such 

that they do not care much about training. Therefore, through an empirical study 

with 137 restaurants in the Canary Islands, Ballesteros-Rodríguez et al. (2012) 

claimed that to create an organisational culture that generates a continuous 
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culture of learning, it is crucial that companies encourage real implementation of 

certain types of HR practices and thereby contribute to creating value for training 

and development. In this sense, organisational culture plays a key role in 

highlighting the importance of training and in determining the way in which HRM 

is implemented. Moreover, the alignment of a continuous learning culture and 

HRM has a positive effect on behaviour and performance improvement due to the 

knowledge and skills gained from the training activities.  Ballesteros-Rodríguez et 

al. (2012) concluded that organisational culture is more likely not to have any 

influence on training outcomes unless certain necessary HRM practices have been 

implemented. Therefore, they state that HRM plays a mediating role between a 

culture of continuous organisational learning and the success of training.  

Although there is a general tendency in prior SHRM studies to focus on the 

alignment of specific types of HR practices with external contingency factors, 

such as business strategy, to enhance performance (Delery and Doty, 1996), it is 

suggested that there is some ignorance of other internal organisational 

contingency factors. For instance, Jung and Takeuchi (2010) state that very few 

studies have examined the role of top management and organisational culture in 

encouraging the adoption of those HR practices that might promote 

organisational performance. Based on organisational learning theory, they found 

organisational culture, and ‘specifically community culture’, and top management 

leadership to be the contingent precedents that are necessary for the 

implementation of certain HR practices (such as performance-based appraisal) in 

fostering organisational learning and eventually yielding better workforce 

productivity and reducing turnover and absenteeism rates. This study found that 

the support of top management leadership by the organisational culture can yield 

a high performance level since the culture is deeply embedded in the organisation 

and has influence on the individuals (i.e., on the top management leaders). 

Admittedly, generalisation of this finding is questionable since the study was 

conducted in just one country, Japan, and in a specific industry, manufacturing. 

Furthermore, the study focused on specific types of organisational culture and HR 

practices, so this calls for further studies to integrate other types of 

organisational configuration into enhanced performance.  

To conclude, this section has reviewed three empirical studies that claim that the 

adoption of HR practices is influenced by organisational culture. In this case the 

organisational culture can be seen either as the antecedent of, or as contingent 

for, implementing the HR practices successfully. Obviously, there is no study that 
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adopts a universalistic approach to the study of SHRM. Two studies are 

configurational (Ballesteros-Rodríguez et al., 2012; Wei et al., 2008) and one 

draws from the contingency perspective (Jung and Takeuchi, 2010). It is 

noticeable that learning theory is used in a couple of studies where the culture is 

considered to be contingent to the implementation of certain HR practices in 

order to foster organisational learning and eventually promote workforce 

productivity (Ballesteros-Rodríguez et al., 2012; Jung and Takeuchi, 2010). 

Surprisingly, although the four types of cultures are discussed in the existing 

literature (e.g., Denison and Mishra, 1995), not all the measures of culture type 

were used, with some types being ignored. 

 

2.4.4 Discussion for the Role of Organisational Culture in HRM-

Performance  

In the previous sections, the role of organisational culture in the link between 

HRM and performance was explained by reviewing 25 empirical studies. 

Analysing the dominant theoretical frameworks is useful for understanding how 

the subject is conceptualised and defined; which relations are in the study (by 

providing explanation for the phenomena); and what the anticipated outcomes 

are (Boselie et al., 2005). After discussing the theoretical perspectives that 

underpin these studies, the role of organisational culture will be discussed in 

more detail.  

The majority of studies (such as Carmeli and Tishler, 2004; Chan et al., 2004) are 

built on the RBV perspective. Other studies (such as Katou and Budhwar, 2010) 

are based on the ability-motivation-opportunity (AMO) framework. Contingency 

frameworks are dominant in several studies where the relationship between HRM 

and performance is linked to organisational strategy or the external environment 

(such as Harris and Ogbonna, 2001; Chow and Liu, 2009). Furthermore, some 

studies are based on more than one theory (such as Katou and Budhwar, 2010), 

where the study’s theoretical rationale is built on contingency theory, RBV, and 

AMO. Nevertheless, other studies adopt theories such as marketing theory (Zerbe 

et al., 1998), social exchange theory (one study; Zhang and Jia, 2010), self-

efficacy theory (one study; Long et al., 2013) and organisational learning theory 

(one study; Jung and Takeuchi, 2010). 
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Over the past two decades, a number of researchers have sought to understand 

how organisations sustain competitive advantage through HR based on RBV. 

According to RBV, heterogeneous resources and the imperfect mobility of such 

resources create competitive advantage for organisations (Barney, 1991). The RBV 

has been vigorously challenged in recent years by a number of researchers (Chan 

et al., 2004; Carmeli and Tishler, 2004). For instance, Chan et al. (2004) point out 

that there are two theoretical deficiencies in RBV. First, RBV does not address 

tackling the volatile environment since it assumes an implicitly static equilibrium. 

Second, RBV does not focus on the complementarity or co-specialisation of 

resources; instead, it only focuses on imitating or substituting the resources. The 

sustainability of a competitive advantage can be real once the organisation 

recognises, reinvents and revitalises valuable resources. In addition, intangible 

knowledge-based resources such as HR are vital to creating sustainable 

competitive advantage, particularly during periods of change. As a consequence, 

Chan et al. (2004) advocate aligning and integrating HR capabilities and 

organisational culture into a model, as these factors would reinforce each other 

and in turn, enhance organisational performance. While attracting, retaining and 

developing human capital can be achieved through HR capabilities, mobilising, 

allocating and influencing resources to achieve organisational goals can be 

attained by organisational culture and values. However, organisational 

competitiveness is derived from successful integration and the combination of 

various strategic and non-strategic elements. It is unlikely that an organisation’s 

competitive position would be solely based on a single element or resource 

(Carmeli and Tishler, 2004). Accordingly, Chan et al. (2004) consider a firm’s 

ability to manage its human capital by not only having human capital, but also by 

having a dynamic organisational culture and complementary resources, a 

combination that would lead to sustained superior performance. 

Although RBV is dominant in the literature, Becker and Huselid (2006) noted that 

RBV focuses only on exploiting existing strategic resources rather than 

developing human capital and other assets that provide a strategic role for HRM. 

This review of the role of organisational culture found that some studies adopt 

such a perspective (Carmeli and Tishler, 2004; Chan et al., 2004; Taylor et al., 

2008; Chow, 2012). For instance, Chow (2012) asserts that HPWPs affect 

organisational performance through the adoption of human capital. 

Organisational performance can be improved by fostering a culture that enhances 

employees’ knowledge, skills and abilities, as well as motivating and encouraging 

them to exert superior effort. 
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However, although exploring ‘the black box’ between human resource practices 

and performance was the incentive for several studies; some still believe that it is 

not sufficient to ‘capture the complexity and dynamics of strategy and human 

resource management’ (Buller and McEvoy, 2012, p. 45, p. 53). It is claimed that 

these studies tend to focus on either human capital (e.g., Moideenkutty et al., 

2011; Carmeli and Tishler, 2004) or social capital (e.g. Zhang and Jia, 2010), and 

that utilising both is considered a significant determinant for performance to gain 

a sustainable competitive advantage.  

It is insisted that HR practices be designed to create culture, capabilities, 

competencies and norms that align with strategy and increase performance 

(Buller and McEvoy, 2012). Although it is argued that organisational culture, 

which involves social capital, mediates the link between HRM and performance, 

more studies are needed to determine specific HR practices that generate the 

specific types of culture, capabilities and norms that are necessary to execute 

organisational strategy (Buller and McEvoy, 2012). Accordingly, as mentioned 

above, another important theory adopted by the literature is the AMO framework, 

which may provide wide interoperation for the mediating role of organisational 

culture. Boselie et al. (2005) declare that more than half of 104 studies reviewed 

adopted AMO theory. The AMO theory argues that HRM influences performance in 

relation to employees’ ability, motivation and opportunity to perform (Lepak et 

al., 2006). Therefore, the study anticipates the significant role of each of these 

three HR dimensions in enhancing the desired organisational culture leading to 

high performance. 

In previous studies that have examined the role of organisational culture in SHRM 

research, there have been limitations. For instance, these limitations (such as low 

response rate and small size) have been related to the sample, which would raise 

concerns about the studies’ validity (e.g., Chan et al., 2004; Tseng and Lee, 

2009). Further studies are called for to include samples from different 

organisation sizes to reach greater generalisability. Moreover, there is a concern 

from the source of data that calls for the adoption of studies seeking data from 

multiple sources instead of a single source. For instance, to investigate the role of 

organisational culture in the link between HRM and organisational performance, 

Zerbe et al. (1998) found that service culture does not moderate the relationship 

between employees’ perception of (satisfaction with) HR practices and service 

behaviour. Their conclusion is questionable since their study relied mainly on a 
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single source of data: employee self-reports. Assuming that HR practices are 

identical at all levels is ‘problematic’ (Moideenkutty et al., 2011, p. 247), and 

caution should prevail. Therefore, this relationship still needs further 

investigation to find multiple sources, which may range from employees to their 

HR managers. 

In addition, rather than supporting the ‘simplistic examination’ of a generic HRM 

perspective, Buller and McEvoy (2012, p. 53) called for further research that 

adopted configuration practices to investigate the strategy: HRM–performance 

linkages. Furthermore, examining the link by investigating the mediating role of 

organisational culture called for in the literature (e.g., Zerbe et al., 1998) still 

needs to be studied. Specifically, some call for the examination of why different 

types of culture have different influences in HRM and organisational outcomes 

(Wei et al., 2008). As previously demonstrated, various research has already been 

conducted in Western contexts, so further investigation could be directed towards 

being implemented in Eastern countries and the Middle East, where there has 

been a lack of empirical research to be considered as a basis for comparative 

studies (Chew and Sharma, 2005; Moideenkutty et al., 2011).  

So far, this section has discussed the theoretical perspectives underpinning the 

existing literature. Therefore, it is now necessary to summarise organisational 

culture’s role in the literature. According to 26 different studies, organisational 

culture has been studied as a moderator in six studies; as a mediator in four 

studies; as playing a complementary/separate role with/from HRM in seven 

studies; and as an antecedent or contingent in three studies. All of these studies 

conclude by supporting the role of organisational culture in the relationship 

between HRM and organisational performance with two exceptions, as discussed 

in the moderator role section (Jee Young, 2011; Chan et al, 2004). Jee Young’s 

study, for instance, was based on questionnaires gathered from 162 managers 

and HR managers at Korean SMEs. It concluded that organisational culture does 

not moderate the relationship between HPWPs and performance; rather, it may be 

attributed to the fact that organisational culture in SME firms, as in this particular 

study, are less developed than larger ones and lack the ability to attract and 

retain competent workers. 

After reviewing the literature in Table 2.4, it is apparent that there is a tendency 

to adopt organisational culture type/trait models. Specifically, 19 studies used 

organisational culture type models, and only six of them used just one culture 

type such as adaptability culture (Ngo and Loi, 2008) and market orientation 
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(Harris and Ogbonna, 2011). Although some empirical studies have provided 

evidence of a significant relationship between organisational culture and 

performance, the type of culture that enables or hinders organisational 

performance has not been investigated very well (Naranjo Valencia et al., 2010). It 

is important to state that there has been no consensus on the typologies of 

organisational culture (O'Reilly et al., 1991; Denison and Mishra, 1995). However, 

many believe that the competing values framework (CVF) is one of the most 

extensive models, as it has been used in several empirical studies on 

organisational culture within different academic disciplines such as human 

resource management, marketing, health care and higher education (Cameron 

and Quinn, 2011). Moreover, CVF has been used in studies that have been 

conducted on not-for-profit, private and public institutions (Panayotopoulou et al., 

2003; Hartnell et al., 2011). 

After this discussion, there may be some enquiries that could help draw the 

theoretical framework for this study. In particular, the study seeks to find which 

HR systems are most likely to influence and shape specific types of organisational 

culture. Based on that, this study aims to examine the HR outcomes for certain 

organisational culture types. It is encouraged that future research focus on 

considering the possible mediating effects of organisational culture (Chan et al., 

2004). In addition, the interaction between HR systems with human capital, as 

well as employee attitudes and behaviours, may yield improved performance. 

The mediating effect of organisation culture (rather than alternative ways to study 

culture) is adopted for this study for three reasons. First, based on contingency 

perspectives, scholars tend to investigate the moderator role of contingency 

factors such as strategy or culture. However, these studies may provide insights 

in conditions of the strength of the relationships  between SHRM and 

performance only and the process by which HR influence outcomes had been 

relatively neglected (Bowen and Ostroff, 2004). The mediation study is the best 

approach to examine the process analysis. Second, the study responds for several 

calls for uncovering the black box of the link between HR and performance by 

investigating the mediating effects of organisation level factors such as culture 

(Wei et al., 2008) while previous literature employed individual factors as 

mediators such as individual level commitment (Kehoe and Wright, 2013), 

individual HPWS perceptions (Den Hartog et al., 2013) and individual level 

perceive organisation support (Snape and Redman, 2010). Therefore, studying 
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organisation culture as a mediator may help to gain insights on how SHRM 

influence the whole organisation. Third, implementation of HRM policies and 

practices aims to guide employees to the expected and desired behaviours which 

may create shared understanding and beliefs and also influence and strength 

organisation culture. By such, employees’ values and attitudes tend to be aligned 

with organisation culture which in turn enhance performance. This means that 

organisation culture, as mediator, carries over the effects of HR on outcomes. In 

general, therefore, it seems that examining the mediating role of organisation 

culture may help to understand why and how HR systems influence performance.          

Guest (2011) recommended that further fundamental questions be addressed in 

the SHRM field. In particular, the assertion is that it is fruitful to focus on how 

HRM practices can be measured. Further research should aim to determine which 

practices or combination of practices have the greatest impact on performance. 

Moreover, researchers are encouraged to pursue their ideas under conditions 

where these practices have a significant influence.  

This chapter has reviewed the theoretical background for the research in SHRM, 

the relationships between organisation culture and performance and the various 

roles of organisation culture in the relationships between HR and performance. In 

order to draw the theoretical framework for this study, the next chapter provides 

a conclusion from reviewing SHRM literature in terms of some concerns in 

theoretical issues as well as in methodological aspects and measurements. Then, 

the theoretical framework and the hypothesis of the study will be presented. 
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Chapter 3 Theoretical Framework and the 

Research Hypotheses 

3.1 Introduction 

The previous chapter has attempted to provide a brief summary for the 

literature relates to organisation culture and its role in the relationship 

between HR and performance. Before proceeding to formulate the research 

hypotheses and the theoretical framework, it is necessary to discuss briefly 

some neglected issues and identify key challenges in HRM research. This would 

provide insights and direction for the current study in order to build the 

research hypothesis rigorously.   

3.2 Conclusions from Literature Review and Direction 

for Current Research 

In their recent reviews, Denisi and Smith (2014), Jiang et al. (2013), and Guest 

(2011) have highlighted some neglected issues and certain key challenges 

facing HRM research, in terms of theory and conceptualisation of HRM, 

research methods (such as data collection and validity of measurement), and 

causal mechanisms. The following sections outline these limitations in order to 

set a broad direction for the present study. 

3.2.1 Issues Concerning Theoretical Perspective 

It has been argued that in their attempts to explain the underlying mechanism 

that connects HRM and organisational outcomes, researchers differ with regard 

to theoretical rationale (Jiang et al., 2012b; Jackson et al., 2014). Specifically, 

Boselie et al. (2005) reviewed 104 empirical studies investigating the impact of 

HR practices and systems on a range of performance outcomes. They found 

that the dominant theoretical frameworks were the resource-based view (RBV), 

contingency theory, and the AMO framework. Paauwe (2009) argued that these 

are disparate research traditions; while the first two are concerned with the 

organisational level of performance from a business perspective, the third 
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focuses on individuals’ abilities (A), motivations (M), and opportunity to 

perform (O) from the standpoint of organisational psychology. Critics have also 

argued that although employees’ competencies and potential contributions are 

significant factors in improving performance in organisations, researchers tend 

to adopt a single perspective to explicate how HR systems and practices relate 

to performance, whereas adopting multiple perspectives concurrently can 

provide a clearer picture of such mechanisms (Jiang et al., 2012b). However, 

although this pluralism is still a rarity, some studies have examined the effects 

of HRM practices and systems on organisational performance by adopting all 

three approaches—the RBV, the AMO, and contingency theory—within the 

same study (e.g. Katou and Budhwar, 2010), or have utilised more than one 

perspective, combining for instance the RBV and human capital approaches 

(e.g. Carmeli and Tishler, 2004; Chan et al., 2004). 

On a further point, Jiang et al. (2012b) complained that although several 

attempts have been made to characterise the process by which HRM influences 

organisational outcomes, it remains unclear how HRM relates to HR outcomes 

and/or financial outcomes. According to Becker and Huselid (2006, p. 915), 

one of the major conceptual problems facing HRM research is an appropriate 

articulation of the ‘black box’ that would provide a logical account of the HRM-

organisational performance linkage. This view is supported by Denisi and 

Smith (2014) who expressed concern that, despite an abundance of research, 

none has fully illustrated how HR practices might give rise to superior 

performance. Although several such attempts have been made to discern 

possible mechanisms, ‘it was not clear that anyone had a good handle on how 

these practices operated’ (Denisi and Smith, 2014, p. 166).  

One of the more promising efforts to illuminate the ‘black box’ was the work 

of Bowen and Ostroff (2004), who sought to explain not only how HR practices 

influence performance but also why bundling of HR systems rather than 

individual practices has proved more fruitful. These authors contended that HR 

systems influence and create consensus among employees, which in turn 

affect employees’ attitudes, behaviours, and human capital and ultimately 

promotes organisational performance. The logic behind this effect is that HR 

systems promote a collective consensus and consistency that leads to the 
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emergence of a shared perception of best practice, leading in turn to enhanced 

performance.  

Lepak et al. (2006) built on the work of Bowen and Ostroff (2004), proposing 

that HR systems impact organisational performance by influencing collective 

performance. This is based on the proposition that it is not the organisation 

but its individuals who work in a way that achieves the desired outcomes. To 

articulate the mechanism of HR systems’ effect on performance, they 

suggested that HR systems influence employees’ ability to perform by shaping 

their skills, attitudes, and knowledge. They also suggested that HR systems 

enhance employees’ motivation to perform by creating a climate or shared 

perception of the desired performance, and by providing adequate incentives 

and rewards to achieve the desired goals. However, such a framework raises 

questions such as which HR system configurations are most influential in 

achieving high performance. Lepak et al. (2006) maintained that different HR 

systems would yield different performance outcomes, a point that will be 

addressed in relation to the third theoretical limitation.  

Similarly and more recently, Ployhart and Moliterno (2011) proposed a model 

that shifted the focus from human capital as a resource acquired by the 

organisation to the interpretation of how organisation-level human capital 

could emerge from combined individual KSAs. Accordingly, they suggested 

that further research should link HR practices and systems with human capital 

emergence by showing how different HRM contents may lead to different 

human capital outcomes. They also suggested further research to examine the 

indirect effect of HR systems and practices on performance as mediated by 

human capital. Becker and Huselid (2006) emphasised the significance of HR 

systems in creating value, in terms of subsequent outcomes and as a strategic 

asset, by virtue of the ensuing immobility and inimitability when aligned with 

business strategy. They argued that strategic implementation is a key mediator 

in the linkage between HR systems and performance, and that the value of HR 

systems is determined by level of fit between those systems, as well as with 

contingent strategic variables such as organisational culture and industry 

context (Becker and Huselid, 2006; Jackson et al., 2014). 

A further serious weakness of some existing research is the implication that all 

HR components have the same impact on organisational outcomes (Jiang et al., 
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2012b). In fact, such an assumption of equivalent effect has been challenged 

by evidence that different HR practices may have different impacts on given 

outcomes (Subramony, 2009). To clarify, Subramony (2009) conducted a meta-

analysis of 64 studies to examine the effect of skill-enhancing, motivation-

enhancing, and opportunity-enhancing HR bundles in organisational outcomes. 

The study revealed that all three components impact significantly on 

organisational outcomes but synergies between the three in combination 

would yield better results than any individual practice. The study also found 

that the skill-enhancing bundle was not as influential as the other two. Becker 

and Huselid (2006) insisted that such differentiation in the effects of HR 

systems was due to differential strategic implementation within and across 

firms. For that reason, further research seems necessary to explore the 

disparate effects of HR systems (Jiang et al., 2012b). Becker and Huselid (2006) 

called for more attention to the key intermediate outcomes, and specifically to 

those that have strategic implications, such as superior human capital.  

There have also been calls for further investigation of the effects of synergy 

and magnitude of HR bundles and systems rather than of individual HR 

practices on organisational performance (Subramony, 2009). Combs et al. 

(2006, p. 505) offered two possible explanations for the increased value of a 

combined HR system. First; this may be accounted for by the ‘additive effects’ 

of combining two practices—for instance, in order to increase opportunities to 

achieve a specific purpose. Second, a synergetic effect may arise from 

reinforcing and enhancing a practice by empowering another. However, these 

claims have been strongly contested by a number of researchers. For instance, 

Combs et al. (2006) themselves held that combining and bundling HR systems 

might have adverse effects that reduce organisational performance, specifically 

when one replacing the other seems a waste of money and effort, or worse 

again, when one works against the other. Consequently, Jiang et al. (2013) 

argued that not only HR systems but also the subsystems can have differing 

impacts on performance. And each HR system may have diverse influences on 

intermediate variables, which in turn leads to disparate consequences for 

organisational performance. Those authors call openly for further research to 

examine in a single study the various mechanisms and simultaneous effects of 
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different intermediate factors linking HR systems and performance. Such 

research would provide insights for researchers as well as practitioners, 

leading to a deeper understanding of the complex relationship between HR 

systems and organisational performance (Jiang et al., 2013).  

3.2.2 Concerns about Methodology and Measurement  

As mentioned in the previous section, reviews of the literature have revealed 

several methodological limitations. These considerations must be addressed 

before the research questions and hypothesis can be formulated. The 

limitations revolve around the measurement of HR practices and systems and 

performance outcomes, as well as sampling issues, types of respondent, and 

common method bias. It is important to mention that this section presents 

only a brief discussion of how the present study addresses these challenges; 

more detail will be provided in the methodology chapter. 

3.2.2.1 Measurement of HR Practices and Systems 

In their extensive review of empirical studies that examine the linkage between 

HRM and performance, Boselie et al. (2005) found that there is no consensus 

about a core set of HRM activities because of the variety of theoretical 

frameworks that determine any such list in a particular context, and perhaps as 

well because of restrictions on the studies’ data and sampling. Analysing 104 

articles, they identified 26 different practices, the top four of which are: 

learning and development, performance management and appraisal, 

contingent rewards, and recruitment and selection. In essence, these practices 

reflect the main objectives of strategic HRM (Boselie et al., 2005). The same 

authors asserted that while HRM practices have sometimes been studied as a 

discrete list of practices with no explicit association between them, strategic 

research in HRM has tended to adopt a system or bundle approach, where such 

practices integrate coherently with each other to synergise performance. 

Paauwe (2009) claimed that the combination of HRM practices is approximately 

parallel to high-performance or high-involvement work practices, and almost 

identical to practices as seen from the AMO perspective. In all, there is no 

consensus regarding the constituents of HRM (Guest, 2011). For instance, 

Paauwe and Boselie (2005) found that more than half the studies conducted 
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since 2000 are derived from AMO theory. Boselie et al. (2005) emphasise that 

the lack of any obvious consensus regarding operationalization of HRM 

requires researchers to show how and why they derive HRM from a particular 

theoretical framework.  

In consequence, as researchers distinguish between HR policies and practices 

(Colbert, 2004; Lengnick-Hall et al., 2009), there is still no agreement about 

measuring HRM (Lepak et al., 2006). While HR policies represent intentional HR 

activities, HR practices encapsulate the actual and observable activities of 

employees (Gerhart et al., 2000; Wright and Boswell, 2002). This means that 

HR policies are formulated from practices that are to be implemented by an 

organisation’s members—in other words, HR polices are at a higher level of 

abstraction, which may influence the choice of HR practices to implement the 

intended policy (Lepak et al., 2006). Lepak et al. (2006) therefore insisted that 

researchers may differ in measuring HR at policy level or practice level. In 

measuring HR policy, they tend to focus on general orientation towards a 

specific policy, the efforts made to implement it, or the time taken to establish 

appropriate procedures. In contrast, HR practices can be measured by their 

existence, coverage (i.e. percentage of employees covered by it), and intensity 

(the degree to which individuals are exposed to it) (Boselie et al., 2005).  

However, both approaches to measurement, of HR policies or practices, have 

their strengths and weaknesses (Lepak et al., 2006). Assessing HR policy may 

yield general observations about a specific policy in an organisational unit or 

group. Moreover, as a policy comprises several practices; evaluating policy may 

prove more accurate as it does not rely on measuring a single practice that 

may not even be included in a HR survey for any number of reasons. 

Combinations of HR practices allow for equifinality of outcomes (Lepak et al., 

2006). In spite of that, evaluation of HR policy does not provide much detail as 

to how specific HR policies are intended to be applied, or how HR practices are 

actually implemented (Wright and Boswell, 2002).  

In contrast, HR practices can be viewed as additive or interactive in effect. In 

additive terms, HR practices have independent effects, and each practice may 

lend its influence towards the ultimate objective. Interactive practices, on the 
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other hand, are interdependent and influence each other either by substitution 

(when they have an equivalent effect on outcomes) or by synergy (when they 

have greater combined impact on outcome than any individual practice) (Lepak 

et al., 2006).  

On that basis, further research should therefore concentrate on an 

investigation of which are the appropriate HR practices for each policy domain 

(Lepak et al., 2006). In addition, Lepak et al. (2006) highlighted the research 

challenges very frankly, showing how combination and/or isolation of specific 

HR practices may yield different outcomes. More research is also needed to 

identify which HR policies are most influential and which HR practices and 

combinations of practices have the greatest impact on outcomes. To this end, 

Guest (2011) suggested developing hypotheses from AMO theory in order to 

investigate what combination of HR practices is likely to have the greater 

impact on organisational outcomes.  

3.2.2.2 Measurement of Performance Outcomes 

Different types of performance measurement have been identified in the 

literature. These include: (a) organisational outcomes such as innovation 

(Tseng and Lee, 2009) and perceived organisational support (Zhang and Jia, 

2010); (b) financial performance, as measured by profitability (Chan et al., 

2004) sales growth, and market share (Harris and Ogbonna, 2001); and (c) HR 

outcomes such as success of training (Ballesteros-Rodríguez et al., 2012), 

turnover (Chow and Liu, 2009), and workforce productivity (Jung and Takeuchi, 

2010). Guest (1997) suggested using outcomes rather than performance since 

the former implies a varied range of dependent variables. In their major review, 

Boselie et al. (2005) found that profits and sales (as financial indicators), 

productivity and quality of service or product (as output measures), and 

productivity, turnover, job satisfaction, and commitment (as HR-related 

outcomes) were more dominant in the studies they reviewed. They expressed 

frustration that it is difficult to compare outcomes because of this variation in 

measures. Importantly, it was established that most of these empirical studies 

relied on a single rater (mainly on managers’ perceptions), which may lead to 

bias and questionable reliability (Boselie et al., 2005). 
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3.2.2.3 Sample and Respondents     

One common problem in SHRM research relates to measurement errors, 

especially when collecting data based on single respondents, which is known 

as common method bias (Gerhart et al., 2000). However, Becker and Huselid 

(2006) claimed that the challenges in collecting multi-source data make it more 

fruitful to place emphasis on increasing the response rate in single respondent 

studies. This view is supported by Becker and Huselid (2006) who highlighted 

several studies that followed the approach suggested by Gerhart et al. (2000), 

collecting data from multiple respondents. Those authors observed that the 

response rate was very small and that it would be worth putting more effort 

into increasing the overall response rate, as well as designing robust single 

respondent surveys. Becker and Huselid (2006, p. 913) claimed that ‘there 

seems to be little incremental contribution to continuing to divert those 

resources to largely futile (and apparently unnecessary) efforts to develop 

multirespondent samples’. 

That said, research still needs to investigate not only the presence of particular 

HR practices or systems but also the way in which these are implemented in 

reality. Guest (2011) claimed that there is considerable evidence that managers 

persistently report the existence of HR practices within their organisation more 

than employees do, indicating a different of view between the two parties. And 

since employees are closer to the ultimate implementation end of such 

practices, it can be argued that their views may be more credible (Guest, 

2011).   

Lepak et al. (2006, p. 245) argue that careful selection of respondents or 

‘referent groups’ is crucial because HR systems involve various employees and 

groups who may differ in their exposure to certain types of system. Examining 

the effects of HR systems on certain types of performance and outcome (e.g. 

sales) is more likely to be accurate when data is collected from a single group 

of employees with experience of the relevant performance, rather than from 

multiple groups who have no direct experience of the activities to be 

measured. In short, it is essential that raters have sufficient knowledge, 

understanding, and experience to engage with the intended measures of HR 
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activities and systems (Wright et al., 2001). Simply adding more raters does 

not provide more accurate evaluation; the issue is to identify key informants 

who are in a position to provide accurate comments about the reality of 

particular HR systems (Lepak et al., 2006). 

So far this section has focused on main theoretical and methodological 

concerns in SHRM research. The following section will discuss the hypotheses 

of the study. It starts by drawing the theoretical framework and then a 

discussion for the hypotheses that anticipated in this study.   
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3.3 Hypotheses of the Study 

Before introducing the research questions, the following brief review considers 

three theoretical approaches to the relationship between SHRM and 

organisational performance. The first of these is the universalistic or best 

practice approach, emphasising HR practices that organisations should adopt 

to gain better performance (Colbert, 2004; Boxall and Purcell, 2011). However, 

there is no agreement on which of these practices is more likely to meet the 

requirements of HPWP (Becker and Gerhart, 1996). The second is contingency 

approach, focusing on the vertical fit of HR systems with contingent factors 

such as business strategy or organisational culture (Guest, 1997; Boxall and 

Purcell, 2011). Here, the researcher identifies a specific business context or 

organisational characteristics (e.g. organisational culture) and then chooses 

specific HR practices that are congruent in order to achieve high performance. 

Internal alignment or coherence between HR practices is not of central concern 

for this approach (Colbert, 2004). Finally, in the configurational approach, HR 

practices are bundled and horizontally aligned for predicted superior 

performance (Guest, 1997; Colbert, 2004). Delery and Doty (1996, p. 804) 

indicated that this approach is ‘concerned with how pattern of multiple 

independent variables is related to a dependent variable rather than with how 

individual independent variables are related to the dependent variable’. Huselid 

(1995) found that the pattern of HR systems rather than individual practices 

helped to explicate HR effects on performance outcomes. Specifically, while 

skill-enhancing, motivation-enhancing, and opportunity-enhancing HR bundles 

are seen to have a significant effect on organisational outcomes, synergies 

between the three would be expected to yield better results than any individual 

practice (Subramony, 2009). In current SHRM, research interest has moved 

from individual practices to an HR system of practices (Subramony, 2009; 

Denisi and Smith, 2014), comprising practices or policies that together help an 

organisation to attract, motivate, develop and exploit its human capital to 

improve performance (Katou et al., 2014).  
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In summary, the universalistic approach is not concerned about fit while the 

configurational and contingency approaches argue for fit effects (Delery and 

Doty, 1996). While configurational approaches focus on internal fit or 

horizontal alignment among HR systems, the contingency approach is 

concerned with external fit or vertical alignment (Green et al., 2006). The 

present study combines the ‘configurational’ and ‘contingency’ approaches by 

investigating the combined effects of external fit with organisational culture. 

This dual perspective on fit is very important for sustained competitive 

advantage because of the inimitability and causal ambiguity arising from the 

unique interaction between HR systems and other organisational 

characteristics such as culture (Kepes and Delery, 2007).  

Although many published studies support the link between HR practices and 

performance, the specific mechanism for the influence of HRM on performance 

is still unclear (Buller and McEvoy, 2012; Jiang et al., 2013). These studies vary 

in theoretical background, conceptualisation of HRM and performance, variable 

measurements, and level of analysis (Guest, 2011; Jiang et al., 2012a; Jackson 

et al., 2014). Importantly, some scholars suggest an HR system’s effect is 

moderated by the industry context. In particular, an HR system would have 

more impact on employees’ performance in the service sector (Combs et al., 

2006). Combs et al. (2006) claim employees in the service sector are more 

likely to exert discretionary effort than those in the manufacturing sector. This 

could be because employees are closer to the customer and any effect of HR 

systems would be translated directly to the service quality (Combs et al., 

2006). Although it is noted that HR systems are greater in the manufacturing 

industry, Combs et al. (2006, p. 521) call for more investigation into the effect 

of those systems in the service sector, which has specific characteristics such 

as “low task interdependence, high-work flow uncertainty, and the role of the 

customer in the production process.” Likewise, Liao et al. (2009) argue the 

majority of researches in SHRM investigate manufacturing sectors and neglect 

the growing importance of the service sector to the global economy. Therefore, 

the current study is exclusively conducted in the service sector.   

Some SHRM researchers have emphasised that generating competitive 

advantage and leveraging superior performance requires careful design of HR 
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systems (Delery and Doty, 1996). However, others consider it necessary to look 

beyond the direct effects of HRM on performance by considering indirect links 

and the complex effect of other intermediate variables that may affect such 

linkage (Wright and Boswell, 2002; Becker and Huselid, 2006; Jiang et al., 

2012b). This prompts a shift in the focus of inquiry from asking whether HR 

systems influence organisational performance to investigating how such 

influence works. Carroll et al. (2011) are among those who believe that 

organisational culture may play a crucial role in implementing business 

strategy, serving as a source of competitive advantage by affecting employees’ 

perceptions of HR practices. Others such as Banks and Kepes (2015), Lepak et 

al. (2006) and Ployhart and Moliterno (2011) call for further research to 

examine the indirect effects of HR practices and systems on performance as 

mediated by human capital and employees’ attitudes and behaviours. Although 

some previous SHRM research has investigated these mediating mechanisms, 

the role played by the alignment of bundled HR practices with employees’ 

attitudes and behaviours in leveraging organisational performance has been 

neglected (Jiang et al., 2013), and there have been many calls for further 

research to investigate multiple factors simultaneously for a better 

understanding of the underlying mechanisms (Jiang et al., 2013). 

In light of the above evidence and the previous literature review, this study 

draws on the Ability-Motivation-Opportunity model to consider HR systems in 

terms of their skill-enhancing, motivation-enhancing and opportunity 

enhancing dimensions. Relying on the resource-based view and human capital 

perspectives, the study examines the effects of HR systems (skill-enhancing 

practices, motivation-enhancing practices, and empowerment-enhancing 

practices) in service performance, OCB and turnover intentions in the service 

sector in Saudi Arabia. In seeking an explanation for such mechanisms, the 

study investigates the role of organisational culture as well as human capital in 

mediating between HR systems and these outcomes. Finally, beyond the mere 

presence of particular HR systems, the study investigates how these are 

implemented, combining the views of HR managers and employees for multi-

level analysis. The theoretical framework is presented in the following figure 

(Figure 1). 
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This study contains twelve hypotheses (9 hypotheses at unit-level and 3 

hypotheses at multi-level) and it could be divided into five groups:  

• Three hypotheses (H1, H2 and H3) anticipate the association between 

HR systems with service performance, OCB and turnover intentions.  

• One hypothesis (H4) anticipates the effects of HR systems on the four 

organisation culture types. 

• Three hypotheses (H5, H7 and H9) anticipate the association between 

organisation culture with service performance, OCB and turnover 

intentions. 

• Three hypotheses (H6, H8 and H10) anticipate the indirect effects of HR 

systems on service performance, OCB and turnover intentions through 

organisation culture. 

• Two hypotheses (H11 and H12) anticipate the indirect effects of HR 

systems on service performance and OCB through human capital. 
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Figure 1: The Theoretical Framework 
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3.3.1 The Relationships between HR Systems and Service Performance 

The literature has emphasised the importance of HRM in organisational 

performance and competitive advantage (Guest, 2011; Moideenkutty et al., 2011). 

For instance, having analysed questionnaire data collected from 162 managers 

and HR managers in Korean SMEs, Jee Young (2011) concluded that high 

performance work systems have a positive effect on organisational profitability 

and return on assets. The author concluded that organisational performance is 

positively affected by how the organisation manages its human resources. 

Similarly, in a survey of 145 UK-based enterprises, Patel and Cardon (2010) found 

that adopting appropriate HR configurations has a positive impact on labour 

productivity, specifically in highly competitive markets.  

Taylor et al. (2008) consider that HPWPs in MNCs serve as antecedents to 

fostering commitment. A human capital perspective is considered essential, 

where employees are acknowledged as important for their ability to create and 

share knowledge as well as for their key skills (Lepak and Snell, 2002). There is 

evidence that organisational commitment is enhanced when employees perceive 

that they are treated in a fair way, that their contribution is appreciated and that 

they can trust their organisation. In their empirical study from a sample from 

1664 employees in 39 subsidiaries of 10 MNCs, Taylor et al. (2008) concluded 

that HPWPs affect employee commitment both directly and indirectly through a 

global orientation among top managers. 

Another stream of research has examined the impact of individual HR practices 

on organisational performance. Jung and Takeuchi (2010) note that few studies 

have investigated the role of top management and organisational culture in 

supporting HR initiatives to foster performance. In their empirical study of 225 

enterprises in Japan, they found that organisational culture is an antecedent of 

the kind of supportive leadership that enhances performance-based appraisal and 

ultimately impacts positively on labour productivity, turnover and absenteeism 

rates. Chee et al. (2011) consider HR practices as one aspect of organisational 

culture. In 64 questionnaires distributed to managers in 15 American hospitals, 

they found that human resource development, compensation and performance 

orientation are seen as the variables that best measure organisational culture, 
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and that higher performance hospitals demonstrated great performance 

orientation and variety in other practices.  

In their meta-analysis review, Combs et al. (2006) estimate the effect of HR 

systems versus individual practices as related to performance. They argue 

combining multiple HR practices into a system may yield an additive effect and 

synergise each other to gain better performance. The authors conclude superior 

performance may be obtained only when HR practices are bundled. Combs et al. 

(2006) explain this by claiming the bundling of HR practices is the key influence 

ensuring employees’ knowledge, skills, and attitudes (KSAs) are efficiently 

exploited and that employees are empowered enough to perform their jobs, 

motivating them to exert a high level of performance that positively affects 

employees’ attitudes as well as organisational performance. 

Recently, another meta-analysis has supported this view, but not by dealing with 

HR as unidimensional or by clustering a set of practices (HPWP) (Subramony, 

2009). A number of papers have argued that HR practices affect organisational 

outcomes differently, according to the three dimensions of the Ability-Motivation-

Opportunity model of HRM (Lepak et al., 2006; Gerhart, 2007; Subramony, 2009; 

Gardner et al., 2011). Boxall and Purcell (2011) argue that organisational 

performance derives from HR system effectiveness when these systems foster 

individuals’ abilities, motivations, and opportunities to perform. This study 

anticipates that all three dimensions have a positive effect on performance but 

concedes that these may be disparate effects.  

Skill-enhancing practices relate to individuals’ ability and capacity to perform. 

They include activities such as selection, recruitment and training and 

development, which are designed to enhance employees’ knowledge, skills and 

abilities to make them more capable and eventually fostering performance 

(Delaney and Huselid, 1996; Gerhart, 2007; Subramony, 2009). Effective 

management of employees’ abilities can be achieved either by bringing talented 

people to the organisation or by developing existing employees (Lepak et al., 

2006). Sophisticated recruitment processes, for instance, attract highly skilled 

people with the specific professional skills required for complex tasks, making 

the organisation a better place to work (Boxall and Purcell, 2011). Training and 

development, on the other hand, are fundamental practices that invest in internal 

employees by encouraging them to learn new skills both formally and informally, 
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ultimately enhancing their potential and boosting organisational agility and 

performance in response to changing environmental circumstances (Boxall and 

Purcell, 2011).  

Second, motivation-enhancing practices include incentives for individuals and 

groups, consistent performance appraisal and performance-based pay, motivating 

individuals to exert discretionary efforts and to align their interests with those of 

their employers (Gerhart, 2007; Subramony, 2009). Subramony (2009) offers an 

explanation for the positive effect of motivation-enhancing practices in promoting 

sustained performance. Individuals are more likely to exert greater effort when 

they receive feedback on their behaviours or task performance, when they are 

compensated fairly according to their efforts and when they work towards 

achieving specific targets or goals. Such incentives prompt employees to have 

shared perceptions towards their organisation and to feel that their effort is 

appreciated by their employer. Moreover, shared feelings among employees 

create reciprocity through positive attitudes and behaviours in the workplace that 

ultimately foster organisational performance (Subramony, 2009). Likewise, Boxall 

and Purcell (2011) highlight the importance of intrinsic factors related to the 

nature of the work, where employees feel that they are making effective use of 

their skills and abilities. Beyond financial and material rewards, employees seek 

jobs that entail opportunities to grow their skills and knowledge, with a high level 

of autonomy in decision-making to achieve their tasks (Boxall and Purcell, 2011). 

Motivation-enhancing practices such as competitive rewards and high job security 

are more likely to attract talented workers, which in turn positively affects 

organisational performance (Jiang et al., 2012b) to the extent that those 

employees willingly cooperate with others and share their knowledge and 

experience (Lepak et al., 2006).  

Third, when employees have the ability and motivation to perform, it remains 

necessary to empower them by offering them opportunities to deploy their skills 

in pursuit of organisational goals (Lepak et al., 2006; Jiang et al., 2012a). 

Empowerment-enhancing practices entail information sharing, participation in 

decision-making, team working, group problem-solving, job rotation and clear 

grievance procedures, all of which can increase employees’ contribution to 

achieving organisational goals (Lepak et al., 2006; Gerhart, 2007). Empowerment 

practices tend to influence overall performance by influencing employees’ self-

efficacy, and this perception further stimulates task-related achievement, 

autonomy and process involvement (Subramony, 2009). Organisational 
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performance therefore seems to be positively influenced by discretionary 

behaviours such as creativity in solving problems, flexibility in achieving goals 

and commitment to improving work processes (Subramony, 2009). 

Kepes and Delery (2007) insist that the notion of internal fit provides a rationale 

for the importance of coherence in HR systems in improving organisational 

performance and generating sustained competitive advantage. On the resource-

based view, these HR systems are inimitable by competitors because of the 

ambiguity of interaction between them. Although there is some evidence for the 

importance of internal fit among HRM activities, it has been suggested that 

further investigation of the fit between HR systems would advance our 

understanding of such interactions and inform more careful design of HR systems 

that align with each other to improve performance (Lepak et al., 2006; Gerhart, 

2007; Kepes and Delery, 2007; Jiang et al., 2012a). 

In the same vein, in her meta-analysis of 64 studies, Subramony (2009) found the 

effectiveness of HR practices grouped in these three bundles is more significant 

than individual ones, which asserts the synergistic effect between these bundles. 

Also, the study reveals the effect of HR bundles on outcomes is greater than 

HPWP, although the significant differences are only found in motivation and 

empowerment bundles. Yet, many scholars call for further empirical investigation 

of the feasibility of categorizing HR practices in these three bundles to enhance 

the key work characteristics of skills, motivation, and empowerment (Wright et 

al., 2001; Boselie et al., 2005; Singh et al., 2012). The logic behind such an 

assumption is that HR practices do not work in isolation but in a dynamic way, 

and employees are affected by such practices simultaneously (Jiang et al., 2012a). 

Taken together, there is a compelling evidence for supporting the positive 

relationship between HR systems and performance (Denisi and Smith, 2014; 

Jackson et al., 2014). One possible explanations for this claim specifically in 

knowledge-based service is that employees determines themselves as assets and 

sources for organisational competitiveness (Horwitz et al., 2003). These type of 

organisations tend to adopt certain kind of skills and knowledge in order to deal 

with uncertainty and complexity which in turn foster service performance.  
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Hypothesis 1. (H1a) skills-, (H1b) motivation- and (H1c) empowerment-enhancing 

HR practices are significantly associated with service performance. 

 

3.3.2 The Relationships between HR Systems and OCB 

The behavioural perspective in SHRM holds that employee behaviour varies 

according to the strategy adopted and, in particular, that behaviour plays a 

significant role between strategy and performance (Wright and McMahan, 1992). 

The logic behind this assumption is that different organisational characteristics 

and practices (including HR practices) aim not only to control employees’ 

attitudes and behaviours but also to elicit specific efforts and behaviours that 

align with organisational values and strategy. In other words, investment in 

appropriate HR systems should shape employees’ behaviours and attitudes 

towards achieving desired organisational goals (Jiang et al., 2013).   

Jiang et al. (2013) use social exchange theory to account for this potential role of 

employees’ attitudes and behaviours on organisational outcomes and 

performance. Social exchange theory focuses mainly on motivational aspects of 

the relationship between individuals and their organisations to explain how 

incentives can achieve expected behaviours. On this view, when employees feel 

that the organisation has invested in HR systems that value their contribution, it 

is more likely that they will reciprocate in the form of favourable attitudes and 

behaviours. It follows that social exchange theory, the RBV and behavioural 

perspectives can provide insights into the impact of HRM on organisational 

outcomes. In particular, the RBV explains why it may be considered of potential 

advantage to organisations to invest in retaining and developing distinctive 

human capital (Lockett et al., 2009). However, this theory has been criticised for 

focusing only on ‘the two endpoints of the relationship’ while neglecting the 

mediating mechanism of HR outcomes or employee reactions in terms of 

attitudes and behaviours (Katou et al., 2014, p. 529). In contrast, the behavioural 

perspective provides insights into how HR systems affect performance by 

prompting and controlling employees’ attitudes and behaviours for greater 

congruence with organisational conditions (Lepak et al., 2012). 

Based on these perspectives, several studies have advanced frameworks to 

explicate the role of attitudes and behaviours such as commitment (Taylor et al., 

2008), job satisfaction (Chee et al., 2011), turnover (Jung and Takeuchi, 2010) 
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and absenteeism (Den Hartog and Verburg, 2004). However, some of these 

studies suffer from severe limitations. In particular, previous studies have tended 

to adopt managers’ perceptions of HR systems and practices and assume that 

employees hold the same views. Some researchers have warned that neglect of 

employees’ perceptions of HR effectiveness may lead to false conclusions, as 

employees’ attitudes may differ from those of their managers (Nishii et al., 2008; 

Liao et al., 2009). Bowen and Ostroff (2004) contended that performance could 

be leveraged by adopting HR systems that promote unambiguous and shared 

perceptions among employees and encourage those behaviours that are desired 

and rewarded by the organisation. Another limitation of some previous studies is 

that they adopt a traditional HR approach by examining a single HR practice, 

while strategic HRM advocates examining bundled HR systems for their effects on 

employees’ attitudes and behaviours (Jiang et al., 2013). The present study takes 

account of the above concerns by examining the effects of the three dimensions 

of HR systems, as well as the influence of organisational culture on organisational 

citizenship behaviour and turnover intentions.   

Organisational citizenship behaviour (OCB) is ‘discretionary behaviour that is not 

part of an employee’s formal job requirements but that nevertheless promotes 

the effective functioning of the organisation’ (Robbins and Judge, 2010, p. 64). 

Dynamic contemporary organisations need employees to be flexible and to go 

beyond their formal duties—for instance, by engaging in voluntary tasks, 

tolerating workplace annoyances and seeking to assist team partners (Robbins 

and Judge, 2010; Chiaburu et al., 2017). It follows that OCB is not classified 

among those behaviours motivated by reward or punishment (Kehoe and Wright, 

2013). 

There are several studies that provide evidence of the positive influence of OCB 

on performance. In the service sector, for instance, high performance companies 

are more likely to have employees who exert discretionary effort beyond their job 

requirements (Nishii et al., 2008), as they need to engage in organisational 

citizenship behaviours to meet requirements such as unplanned customers’ 

needs. Chuang and Liao (2010) found that OCB and service performance 

contribute to increasing market share and profitability among Taiwanese firms, 

citing evidence of how HPWPs and indirectly affects market performance by 

mediating effect of helping behaviour (OCB) and service performance. 
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The ultimate goal of HR practices is to influence employees’ attitudes and 

behaviours in order to enhance organisational performance (Nishii et al., 2008). 

Nishii et al. (2008) argued that employees tend to share the same attitudes and 

behaviours for similar reasons. In particular, employees are exposed to the same 

procedures, regulations, incentives and performance management process, which 

influences their perception and experience and creates shared attitudes. Other 

practices such as attraction-selection-attrition may also shape distinct desired 

attitudes and behaviours (Nishii and Wright, 2008). HR practices are expected to 

foster employees’ OCB and motivation to go beyond the job requirements. 

Importantly, Cropanzano et al. (2017) assert that such citizenship behaviours 

should be recognised based on HR systems in the workplace by offering clear 

guidance for carefully define whether specific behaviours are viewed as extra 

behaviours or in-role behaviours. 

However, Alfes et al. (2013) and Nishii et al. (2008) highlighted the crucial role of 

employees’ perceptions and attributions in relation to synergies between HR 

practices, which in turn influence productive behaviours. Social exchange theory 

suggests that when they perceive HR practices as a form of care and 

commitment, employees reciprocate through OCB (Alfes et al., 2013).  

Accordingly, when HR practices are perceived to have underlying benefits for 

them, employees tend to reciprocate by displaying discretionary behaviours such 

as OCB (Nishii and Wright, 2008). Specifically, practices such as incentives and 

rewards help to form employees’ perception that the organisation values their 

contribution, and they reciprocate by engaging in OCB. Additionally, 

empowerment practices such as delegation of decision making, working in 

autonomous teams and meaningful and significant tasks may help to shape 

collective perceptions so that employees will reciprocate by engaging in 

discretionary behaviours (Subramony, 2009). It is therefore reasonable to 

anticipate a positive relationship between the HR systems and OCB.  

Hypothesis 2. (H2a) skills-, (H2b) motivation- and (H2c) empowerment-enhancing 

HR practices are significantly associated with OCB. 

 

3.3.3 The Relationships between HR Systems and Turnover Intentions 

Turnover is considered to be one of the critical measures of organisational 

effectiveness, along with satisfaction, commitment and productivity (Gardner et 
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al., 2011). Turnover can be defined as the number of employees who leave 

divided by the total number of employees (Park and Shaw, 2013). However, some 

studies have differentiated between two types of turnover: voluntary and 

involuntary. Voluntary turnover refers to those cases where an employee initiates 

the decision to leave for such reasons as seeking better career opportunities or 

simply because they are dissatisfied in their jobs. Involuntary turnover refers to 

decisions made by the organisation such as dismissals, downsizing or 

termination of employment contracts for failure to meet expectations.  

In either case, turnover has a negative effect on organisational performance, 

causing losses in terms of training costs, for instance, and possibly indicating the 

poor quality of the workplace (Park and Shaw, 2013). Such counterproductive 

behaviour may also cause loss of human capital such as skills and knowledge, 

lowering customer satisfaction and hindering overall productivity and 

performance (Subramony, 2009; Robbins and Judge, 2010).  

Turnover intention refer to conscious and deliberate decision to leave the 

organisation (Heavey et al., 2013). Alfes et al. (2013) analyse a data from 297 

employees in a service organisation in the UK and found that employee’s  positive 

perception towards HR systems have negative effect on turnover intentions. 

Gardner et al. (2011) noted that while some HR practices may lead to reduced 

turnover, others seem to increase it—specifically, practices such as retention 

bonuses can help to reduce turnover while early retirement incentives or 

excessive performance appraisal may lead to increased voluntary turnover. 

Although the effects of single practices such as training, recruitment, or reward 

management have been widely examined in the HRM literature (Boselie et al., 

2005), there have recently been many calls for a more holistic approach that 

explores the combination or bundling of HR systems (Subramony, 2009).  

The notion of reciprocity in social exchange theory may help to explain how 

employees’ perceptions of HR systems influence turnover, to the extent that 

employees exhibit discretionary behaviour when they feel that their organisation 

has provided them with some emotional or economic benefit (Alfes et al., 2013). 

It has been suggested that employees view HR practices as reflecting the 

organisation’s commitment, and so they reciprocate by displaying positive 

attitudes and behaviours such as commitment to their work and reduced turnover 

intention (Alfes et al., 2013). For instance, rewarding employees has a positive 
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effect on their commitment and satisfaction as well as reducing turnover 

intentions (De Gieter and Hofmans, 2015).  

In their recent meta-analytic reviews, (Heavey et al., 2013) suggested that 

sophisticated HR practices might send signals investments and inducements 

which should recue turnover intentions because it implies that organisation attain 

long relations with their employees. Some HR practices may increase the 

preference of the current employment while others work to increase the cost of 

leaving. For instance, designing works to be flexible, autonomous team groups 

and problem-solving groups would work to reduce employees’ desire to leave 

because they perceive that their organisation cares about them and values their 

competencies. When organisation offer competitive incentives, employees 

recognise the cost of leaving by losing pecuniary or other advantages.   

De Gieter and Hofmans (2015) insisted that researchers should acknowledge how 

both financial and non-financial rewards are negatively related to turnover. For 

instance, empowering employees by sharing information and involving them in 

decision making encourages them to reciprocate by displaying positive attitudes 

and bonds with their organisation, as well as by exerting discretionary 

behaviours, all of which ultimately contribute to reducing turnover intentions and 

so enhance overall organisational performance (Subramony, 2009; Gardner et al., 

2011). In contrast, according to the attraction-selection-attrition model, 

employees with negative attitudes towards their organisation are more likely to 

quit (Nishii and Wright, 2008). On that basis, it is anticipated that the three 

dimensions of HR systems will reduce turnover intentions.  

Hypothesis 3. (H3a) skill-, (H3b) motivation- and (H3c) empowerment-enhancing 

HR practices are negatively related to turnover intentions. 

  

3.3.4 The Relationships between HR Systems and Organisation Culture  

Some researchers have argued that the RBV can provide a theoretical framework 

for SHRM by linking internal resources such as human resources to organisational 

strategy, enabling examination of the effects of HR on performance (Barney, 

1991; Priem and Butler, 2001). This view asserts both the importance of internal 

resources such as human resources and the advantages of HR bundles or systems 

over individual practices in achieving imperfect imitability (Barney, 2001). This 

assumption acknowledges the social complexity of the interactions among 
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diverse organisational resources—physical, human and cultural (Barney, 1991). 

Barney (2001) considers organisational culture to be a source of competitive 

advantage when it is rare, valuable, inimitable, and difficult to substitute. 

Empirically, the literature supports the view that organisational culture is 

positively related to organisational performance (Naor et al., 2008; Ellinger et al., 

2013).  

Organisational culture comprises the shared values and beliefs that shape how a 

company structures its management, people and processes, in turn producing 

desired behaviours (Wright et al., 2005b). This study adopts an organisation has 

culture view which considers culture as a variable that an organisation and its 

members possess and that is influenced by and influences other organisational 

variables (Cameron and Quinn, 2011; Hartnell et al., 2011). In this approach, 

understanding organisational culture means understanding the causal 

relationship between competitiveness and performance, enabling quantitative 

comparison of organisations in those terms. While findings from quantitative 

studies can be generalised and, importantly, seek to explain the mechanisms by 

which organisational culture affects performance, qualitative studies do not 

predict outcomes for specific types of organisational culture (Sackmann, 2001). 

As the purpose of this study is to predict the effects of culture on other 

organisational variables, a quantitative approach is appropriate.   

One framework for exploring organisational culture that is both widely cited and 

empirically supported is the Organisational Culture Assessment Instrument 

(OCAI), which is based on the competing value framework (CVF) (Den Hartog and 

Verburg, 2004; Wei et al., 2008; Chow and Liu, 2009; Jee Young, 2011). The 

competing value framework conceptualises organisational culture along two 

dimensions: structure (flexibility vs. control) and focus (external vs. internal) 

(Cameron and Quinn, 2011). The framework entails four unique values, each 

capturing a behaviour or style: market (compete), adhocracy (create), hierarchy 

(control) and clan (collaborate). However, after discussion with practitioners as 

well as researchers, Ogbonna and Harris (2002) suggest that these labels be 

amended to competitive, innovative, bureaucratic and community.  

Wright et al. (2005b) state that organisational culture may be shaped by the HR 

practices that form a causal chain with performance. Companies whose culture 

supports behaviours such as innovation, trust and teamwork and value their 
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employees are more likely to adopt HR systems, as these companies work in 

changing circumstances (Wei et al., 2008; Patel and Cardon, 2010; Jackson et al., 

2014). HR systems strengthen organisational culture by aligning employees’ 

values with organisational values and goals (Wei et al., 2008). The HRM system 

implemented by a company indicates to employees the kind of culture they work 

in and its desired behaviours (Bowen and Ostroff, 2004). Communication and 

interaction among employees tend to converge to desired patterns of behaviour 

influenced by the organisation’s policies, eventually shaping the organisational 

culture (Wei et al., 2008). However, Tseng and Lee (2009) claim that few studies 

have examined the effect of specific HR practices in specific categories of 

organisational culture. Therefore, this study anticipates that the three HR systems 

work to influence organisation culture types independently.  

It is suggested that competitive and innovative cultures are influenced by HR 

systems. Skill-enhancing practices, for instance, are a combination of practices 

related to staffing and development that aim to increase collective knowledge-

sharing and ability in the workplace, which, in turn, creates a culture of advocated 

innovation and competition. Motivating HR practices mainly aim to direct 

employees’ efforts to accomplish the organisation’s objectives. By offering 

incentives for engaging in innovative behaviours and working collectively with 

their colleagues to meet expectations, innovative and competitive cultures are 

more likely to be influenced by such practices. Empowering HR practices aim to 

delegate authority and decision-making and emphasise flexibility, which may 

increase the likelihood of creating a culture of competition and innovation. 

The bureaucratic culture emphasises stability and respect for authority. This 

culture type advocates formality, routine, and clearly defined employee roles 

(Hartnell et al., 2011). Skill-enhancing practices such as extensive training and 

recruitment may have an influence on creating shared perceptions among 

employees that their organisation advocates formality and clearly detailed 

procedures. Bureaucratic culture is more appropriate for well-trained employees 

(Chow and Liu, 2009). Motivation practices, such as pay-for-performance and peer 

evaluation, could send signals that the organisation values a sense of 

responsibility, accountability, and conformity (Delery and Roumpi, 2017). 

Opportunity and empowerment practices could be influenced by the 

organisation’s structures and control mechanisms where employees are expected 

to be involved and participate in achieving the desired tasks and meet 

expectations (Hartnell et al., 2011; Delery and Roumpi, 2017). This means that 
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HR systems could work to foster efficiency, consistency, and timeliness, which, in 

turn, promotes bureaucratic culture. 

Central to the community culture is mutual trust among employees and group 

cohesion (Den Hartog and Verburg, 2004). HR practices that aim to enhance 

employee development seem to be important to support this kind of culture. 

Empowering employees to be involved in autonomous teams may help to create a 

sense of community and group work in the workplace. A reward system that 

encourages teamwork is more likely to motivate community culture as well. 

Therefore, it is anticipated that HR systems may influence the shaping of the four 

organisational culture types. 

Hypothesis 4. (H4a) skills-, (H4b) motivation- and (H4c) empowerment-enhancing 

HR practices are significantly associated with the four organisation culture types 

(competitive culture, innovative culture, bureaucratic culture, and community 

culture). 

 

However, research is not sufficient to show that HR bundles influence 

performance; the key issue is understanding how this effect works and clarifying 

the underpinning mechanism (Wright et al., 2005b; Denisi and Smith, 2014; 

Jackson et al., 2014). Gerhart (2005, p. 177) stated that ‘without evidence on 

intervening/mediating variables, the specific causal model remains unclear’. 

Several call for further investigation of the mediating process by which the HR 

system influences performance (Jackson et al., 2014). Denisi and Smith (2014) 

maintain that although there is an abundance of literature relating to the effect of 

HRM on performance, no study has fully explained how HR systems leverage 

organisational performance. The following hypothesis further explores some 

potential mediators that may provide a better explanation for the positive 

relationship between HR systems and performance.  

 

3.3.5 The Mediating Role of Organisational Culture in HR-Performance 

Relationship  
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The previous literature suggested that the link between organisation culture and 

performance is supported. However, these studies are not consistent in their 

results. Moreover, it is criticized the difficulty to compare the results due to 

inconsistency in measuring organisation culture. Some other studies investigate 

organisation culture in more broad way without considering investigation for 

subcultures for instance.  

Ogbonna and Harris (2002) investigate the influence of the effects of organisation 

culture in 20 companies and revealed that competitive and innovative culture 

related to performance. Baird et al. (2012) found that while competitive and 

community culture had effects on performance, innovative and bureaucratic 

culture had no effects.  

In general, the literature supports the culture-performance relationships 

(Sackmann, 2011). Rashid et al. (2003) utilised cultural types to measure of 

organisation culture in their study of 202 Malaysian companies and found that 

organisation culture has a significant association with performance. Naor et al. 

(2008) investigated the interaction between organisation culture and performance 

in manufacturing plants in different countries and revealed that organisation 

culture had strong effects on performance. 

Having said that, this study anticipates that organisation culture in knowledge-

based services have strong effects on service performance. This is because that 

employees in such sector would share numerous attributes due to the fact that 

such industry has unique characteristics which may influence individuals as well 

as the workplace culture (Ehrhart et al., 2014). Competitive and innovative 

cultures are externally oriented and such cultures advocate achieving goals in 

order to gain competitive position in the market. This kind of cultures aim to 

increase profitability and improve quality products and services. Employees have 

clear objectives and guidelines and receive competitive incentives based on their 

achievements which ultimately increase quality and improve performance 

(Hartnell et al., 2011).  

Bureaucratic and community cultures are internally oriented and aim to enhance 

the employees’ experience in the organisation. Bureaucratic culture advocates 

stability, consistency, and clear guidance for the desired objectives. This kind of 

culture works to establish coordination and organisation in order to gain smooth 

functioning and foster efficiency and timeliness, which ultimately may enhance 

performance. 
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Community culture values attachment, affiliation, and commitment, which may 

produce positive effects on employees’ attitudes towards the organisation 

(Hartnell et al., 2011). This kind of culture facilitates communication and 

employee involvement, which, in turn, fosters commitment and works to improve 

service performance. Baird et al. (2012) found that organisations with more 

teamwork and respect for people culture (i.e. community culture) are associated 

with the effectiveness of a performance management system, which can lead to 

superior performance. All of these characteristics of the four culture types may 

lead to enhanced service performance. 

Hypothesis 5. (H5a) competitive culture, (H5b) innovative culture, (H5c) 

bureaucratic culture, and (H5d) community culture are significantly associated 

with service performance 

 

It is anticipated that certain HR systems are more likely to influence certain kinds 

of organisational culture and ultimately influence service performance. For 

instance, innovation culture assumes the organisation is dynamic and facilitates 

change and transformation, which can be influenced by HR practices (e.g. 

recruitment and training) related to shaping employees’ abilities and knowledge. 

In particular, skills-enhancing HR practices encourage activities that are more 

likely to produce an innovative culture entailing creativity, adaptability and 

flexibility (Cameron and Quinn, 2011)—for instance, through recruitment 

practices that aim to make the organisation more attractive to talented 

candidates with higher levels of skill and expertise (Boxall and Purcell, 2011). In 

knowledge-based services, such employees help to make their organisation’s 

processes more creative and ultimately promote innovative values among their 

colleagues which in turn improve delivering the service.   

Similarly, training and development initiatives invest in employees’ potential by 

encouraging them to try new approaches to their tasks. A knowledge–based view 

centres on an organisation’s capability to create and exploit knowledge in the 

workplace, which in turn leverages competitive advantage (Boxall and Purcell, 

2011). All of these HR practices imply a tolerance for risk taking, which is a 

vehicle for innovation and creativity (Hartnell et al., 2011).  
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In addition, motivation-enhancing HR practices are more likely to shape an 

organisational culture emphasising competition and the market. This competitive 

culture type tends to focus mainly on the external environment and ways of 

dealing with customers, suppliers, policy makers, and competitors (Hartnell et al., 

2011). External transactions require dynamic relationships in order to be 

productive and to generate competitive advantage (Cameron and Quinn, 2011), 

and competitiveness and productivity can be enhanced through HR motivation 

practices that include incentives and rewards, performance appraisal and profit 

sharing, again disseminating particular shared values and beliefs that shape 

organisational culture (Den Hartog and Verburg, 2004).  

A community culture advocates participation and solidarity among employees. 

Such a culture is enhanced by programmes that support organisational 

commitment to employees, employee involvement and team working (Cameron 

and Quinn, 2011). It has been suggested that such empowering practices ‘affect 

firm-level outcomes by increasing employees’ collective levels of potency (i.e., the 

belief that they can be successful together as a team), task meaningfulness, 

autonomy, and task significant or impact’ (Subramony, 2009, p. 748).  

As a consequence, shared perceptions among employees may help to shape a 

culture that advocates cohesion and commitment to achieving organisational 

goals. HR practices such as ‘team-based performance’ can be seen as a means by 

which an organisation can advocate desired certain values and behaviours such as 

team working (Boxall and Purcell, 2011, p. 211). Organising work around teams is 

more likely to be successful when the work is characterised by interdependence 

among employees with minimal differences in task level between team members 

to assure equity in pay, which helps to support community feeling in the 

workplace.  

Based on social exchange theory, Boxall and Purcell (2011) note that employees 

tend to reciprocate the organisation’s perceived commitment by themselves 

demonstrating more trust and commitment, which in turn enables successful 

collaboration. A community or collaborative culture is especially crucial in volatile 

circumstances and in uncertain environments, where an organisation needs to 

ensure that employees share the same values and beliefs (Cameron and Quinn, 

2011). Community culture is seen to play a prominent role in enhancing 

organisation productivity and competitiveness because of its influence on 

employees’ commitment (Patel and Cardon, 2010).  
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This indicates that each culture type could work to affect the relationship 

between HR systems and service performance. This is possibly because 

organisation culture works to increase the benefits or reduce the costs of 

implementation of HRM (Patel and Cardon, 2010). Organisation culture could 

facilitate communication among employees and increase their motivation beyond 

monetary motivation which in turn lead to superior service performance.   

Hypothesis 6. (H6a) competitive culture, (H6b) innovative culture, (H6c) 

bureaucratic culture, and (H6d) community culture independently mediate the 

relationships between skills-, motivation- and empowerment enhancing HR 

practices and service performance. 

  

3.3.6 The Mediating Role of Organisational Culture in HR-OCB 

Relationship  

In the absence of formal incentives, it has been suggested that the influence of 

HR systems on OCB should be studied indirectly (Kehoe and Wright, 2013); this 

study argues that organisational culture may mediate this relationship. The 

rationale for such anticipation is that productive behaviours like OCB can be 

understood as the external layer of organisational culture (Ehrhart and Raver, 

2014). Ehrhart and Raver (2014) claim that social norms in organisations may 

enhance performance indirectly by promoting positive behaviours (i.e. OCB), and 

they call for further research to examine the interaction between organisational 

culture and OCB.  

Management style is one important aspect of organisational culture that can 

affect employees’ perceptions of HR practices. When employees feel that their 

organisation is like an extended family or is considered a friendly place to work, 

they are more likely to engage in discretionary behaviours and to participate 

more. Chuang and Liao (2010) found that concern for employees (community 

culture) mediated the relationships between HR and OCB. In such cases, the 

organisation’s community culture encourages employees to involve in 

communications and values attachment and affiliation (Hartnell et al., 2011). 

These values are consistent with HR practices such as empowerment, team 

working and pay equity (Cameron and Quinn, 2011). These HR practices 

encourage employees to share the same feeling that they are valuable and that 
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their work is meaningful, and they are likely to reciprocate through positive extra 

role behaviours.  

Similarly, competitive and innovative culture could work effectively to enhance 

employees to exert further discretionary behaviours. Using the competing values 

framework, Den Hartog and Verburg (2004) analysed data from 175 Dutch 

organisations and found that HPWP has a significant impact on organisational 

culture as well as on specific qualities such as willingness to go beyond 

contractual and economic outcomes. Competitive culture, for instance, requires 

employees to be motivated to exceed competitors in the market, and to work 

proactively and go further to meet their customers’ expectations (Cameron and 

Quinn, 2011).   

HR practices that encourage goal accomplishment and competitiveness are more 

likely to create a competitive culture in service sector. Although emphasising 

external orientation, it is more likely that such a culture will again encourage 

behaviours beyond the job requirements in meeting customers’ needs. Employees 

therefore need to be motivated to engage in OCB, and it is the function of HR 

systems to create such a culture. Therefore, the present study hypothesises that 

organisation culture associate with OCB and mediate the relationships between 

HR systems and OCB. 

Hypothesis 7. (H7a) competitive culture, (H7b) innovative culture, (H7c) 

bureaucratic culture, and (H7d) community culture are significantly associated 

with OCB 

Hypothesis 8. (H8a) competitive culture, (H8b) innovative culture, (H8c) 

bureaucratic culture and (H8d) community culture independently mediate the 

relationships between skills-, motivation- and empowerment-enhancing HR 

practices and OCB 

 

3.3.7 The Mediating Role of Organisational Culture in HR-Turnover 

Intentions Relationship  

In recent years, a number of authors have tried to investigate the mediating 

mechanisms between turnover and HR systems that enhance skills, motivation 

and empowerment. For instance, Gardner et al. (2011) found support for the 

mediating role of commitment in the link between HR systems for motivation and 
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empowerment and voluntary turnover. Similarly, in his meta-analysis, Subramony 

(2009) found that all three dimensions of HR bundles affect most organisational 

outcomes, although he found that only motivation and empowerment practices 

(but not skill-enhancing practices) were positively associated with retention. 

These authors call for further research towards a better understanding of the 

causal relationship between HR systems and turnover.  

The present study responds by seeking to examine the mediating role of 

organisational culture in this relationship. Organisations may foster a culture that 

asserts certain values and norms which in turn engender positive attitudes and 

behaviours. By facilitating coherence and consistency in employee behaviour, 

organisational culture can reduce turnover and enhance performance (London 

and Mone, 2014). Developing an appropriate culture can foster employee 

participation and sense of relationship, which are negatively related to turnover 

(Tseng and Lee, 2009). 

From a sample of 225 Japanese firms, Jung and Takeuchi (2010) concluded that a 

community culture would encourage competition among employees by 

implementing certain HR practices (performance-based appraisal) that ultimately 

reduce turnover and absenteeism rates and increase productivity. For congruence 

with organisational contingencies such as organisational culture, these authors 

advocated an approach that is configurational as well as contingency-based when 

studying SHRM.  

However, some studies did not support the direct effect of HR systems on 

turnover intentions while the indirect effect through organisation culture is 

supported. Chow and Liu (2009) conducted a study in 451 Chinese firms to 

examine the interaction between involvement HR and organisational culture and 

its effect on performance outcomes. They concluded that HR practices had no 

direct effect in reducing turnover. However, the study revealed that alignment 

between organisational culture and HRM—specifically; practices that promote 

autonomy and participation—are more likely to influence employee performance 

and turnover.  

It seems likely then that certain types of organisational culture can mediate the 

effects on turnover of HR systems for enhancing skills, motivation and 

empowerment. In particular, a competitive culture seeks to enhance productivity 

by establishing external partnerships to engender organisational competitiveness 
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(Cameron and Quinn, 2011); employees feel that their work involves some degree 

of challenge, which satisfies their need to be competent. A community culture 

advocates employee involvement and working in teams and is therefore more 

likely to respond to employees’ need for relatedness, in turn reducing their 

intention to leave. It is therefore anticipated that organisation cultures influence 

turnover intentions and mediate the relationship between HR systems and 

turnover intentions.  

Hypothesis 9. (H9a) competitive culture, (H9b) innovative culture, (H9c) 

bureaucratic culture, and (H9d) community culture are significantly associated 

with turnover intentions 

Hypothesis 10. (H10a) competitive culture, (H10b) innovative culture, (H10c) 

bureaucratic culture and (H10d) community culture independently mediate the 

relationships between skills-, motivation- and empowerment-enhancing HR 

practices and turnover intentions 

 

3.3.8 The Mediating Role of Human Capital 

The preceding review for the RBV in the SHRM research implies that HR systems 

and practices impact the sustainable competitive advantage in various ways 

(Wright et al., 2001). For instance, HRM might play a role in creating an 

appropriate culture that may enhance competencies and capabilities. 

Furthermore, interaction between HR systems may result in promoting the human 

capital pool, something that is difficult to imitate via other methods because of 

time constraints (Wright et al., 2001). Jiang et al. (2013) claim that employees 

with a higher level of knowledge, skills, and abilities are more likely to be higher 

in human capital, which is a potential area for leveraging performance. Wright et 

al. (2001) call for a more multifaceted view for the relationship between HRM and 

performance, rather than the simplistic view that dominates in empirical research. 

Based on the resource-based view, human capital is considered a source of 

competitive advantage as long as the individuals’ knowledge, skills, and abilities 

are difficult to imitate by competitors and therefore generate superior 

performance (Barney, 1991; Crook et al., 2011). The level of human capital would 

affect organisational performance since it is influenced by the HR practices in 

terms of recruiting, developing, and rewarding employees (Jiang et al., 2013). 

Human capital is embedded in the social system of the organisation, and such 
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complexity leads to rivals having difficulty recognising the link with performance 

and complicates any attempts at imitation (Takeuchi et al., 2007). Such ambiguity 

makes human capital a source for generating high performance and competitive 

advantage (Crook et al., 2011).  

Chan et al. (2004) further articulated this idea by arguing that because human 

resources are the ultimate source of competitive advantage as other resources 

would be affected by economic change, it is essential to understand how 

organisations sustain competitive advantage by managing HR effectively. 

However, according to the dynamic resources approach, the sustainability of 

competitive advantage is not based only on rare and imperfect imitability of 

resources but, more than that, requires the capability to alter, renew and redefine 

the firm’s resources to manage the fluctuating challenges posed by its 

environment. On that basis, Chan et al. (2004) consider a firm’s ability to manage 

its human capital—beyond merely having that human capital—as well as its 

organisational culture as dynamic resources whose combination leads in turn to 

sustaining superior performance. In other words, based on both RBV and human 

capital, aligning and integrating HR capabilities with organisational culture within 

a model provides mutual underpinning and in turn improves organisational 

performance. 

By way of response, Crook et al. (2011) argue competitiveness is based on 

heterogeneity among firms, which may be driven by valuable resources, such as 

human capital, that lead to superior performance. Importantly, the authors note 

human capital value would be effectively maintained by investing in a 

combination of HPWPs. They call for further research to investigate interactions 

among such practices and to preserve the value and utility of human capital. 

Nyberg et al. (2014) argue HRM scholars are more interested in how HRM 

practices impact human capital, which in turn is related to organisational 

performance with the mediating effect of human capital.  

Recently, based on the ability-motivation-opportunity model, Jiang et al. (2012b) 

have conducted a meta-analysis to investigate the effect of HR dimensions in 

organisational outcomes with the mediating of human capital and employees’ 

motivation to gain a better understanding for such an effect. They found skill-

enhancing HR practices are more positively related to human capital and 

employee motivation than motivation- and empowerment-enhancing practices. 
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This asserts each HR dimension may have a unique impact on outcomes. 

Similarly, Nyberg et al. (2014) have conducted a systematic review of 156 studies 

to examine human capital in SHRM and strategy literature, and they noted 37 

studies are explicit that human capital has antecedents, and they are HR practices 

and policies. These findings suggest HR practices affect human capital, which 

influences performance and generates a competitive advantage. Therefore, it is 

expected that skill-enhancing HR practices aim to enhance employees’ abilities by 

developing the current employees. Also, motivation-enhancing HR practices work 

towards attracting and recruiting people with exceptional potential. Finally, 

opportunity-enhancing HR practices provide flexible assignments, which provide 

the opportunity for employees to develop their skills. 

Despite the wide range of empirical research in HRM, the mediator effect of 

human capital in HPWPs and performance is rarely examined (Liao et al., 2009). 

Liao et al. (2009) argue service sector employees need appropriate service skills 

to deal with customers and adequate knowledge in how to provide efficient 

service. Therefore, service companies work to enhance their employees’ human 

capital for delivering a high level of service through a set of HR practices (Liao et 

al., 2009).  

Hypothesis 11. Human capital mediates the relationships between (H11a) skills-, 

(H11b) motivation- and (H11c) empowerment-enhancing HR practices and service 

performance 

Hypothesis 12. Human capital mediates the relationships between (H12a) skills-, 

(H12b) motivation- and (H12c) empowerment-enhancing HR practices and OCB. 

 

3.4 Summary of the Research Hypotheses 

Hypothesis 1. (H1a) skills-, (H1b) motivation- and (H1c) empowerment-enhancing 

HR practices are significantly associated with service performance. 

Hypothesis 2. (H2a) skills-, (H2b) motivation- and (H2c) empowerment-enhancing 

HR practices are significantly associated with OCB. 

Hypothesis 3. (H3a) skill-, (H3b) motivation- and (H3c) empowerment-enhancing 

HR practices are negatively related to turnover intentions. 
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Hypothesis 4. (H4a) skills-, (H4b) motivation- and (H4c) empowerment-enhancing 

HR practices are significantly associated with the four organisation culture types 

(competitive culture, innovative culture, bureaucratic culture, and community 

culture). 

Hypothesis 5. (H5a) competitive culture, (H5b) innovative culture, (H5c) 

bureaucratic culture, and (H5d) community culture are significantly associated 

with service performance 

Hypothesis 6. (H6a) competitive culture, (H6b) innovative culture, (H6c) 

bureaucratic culture, and (H6d) community culture independently mediate the 

relationships between skills-, motivation- and empowerment enhancing HR 

practices and service performance. 

Hypothesis 7. (H7a) competitive culture, (H7b) innovative culture, (H7c) 

bureaucratic culture, and (H7d) community culture are significantly associated 

with OCB 

Hypothesis 8. (H8a) competitive culture, (H8b) innovative culture, (H8c) 

bureaucratic culture and (H8d) community culture independently mediate the 

relationships between skills-, motivation- and empowerment-enhancing HR 

practices and OCB 

Hypothesis 9. (H9a) competitive culture, (H9b) innovative culture, (H9c) 

bureaucratic culture, and (H9d) community culture are independently related 

significantly to turnover intentions 

Hypothesis 10. (H10a) competitive culture, (H10b) innovative culture, (H10c) 

bureaucratic culture and (H10d) community culture independently mediate the 

relationships between skills-, motivation- and empowerment-enhancing HR 

practices and turnover intentions 

Hypothesis 11. Human capital mediates the relationships between (H11a) skills-, 

(H11b) motivation- and (H11c) empowerment-enhancing HR practices and service 

performance 

Hypothesis 12. Human capital mediates the relationships between (H12a) skills-, 

(H12b) motivation- and (H12c) empowerment-enhancing HR practices and OCB. 
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Chapter 4 Methodology 

4.1 Sample 

4.1.1 Context of the Study 

The study will be conducted in the service sector in Saudi Arabia. Specifically, the 

study focuses on the Knowledge-Based Services (KBS) that are characterised by 

either technological intensity or by employing tertiary educated employees (Miles, 

2005; Strambach, 2008; Subramony and Pugh, 2015). The KBS with technological 

intensity include companies such as in telecommunications, financial services, 

education, air transport, water transport, health and social work, research and 

development and computing. The services employing those with tertiary 

education include activities such as consultancy, legal and accounting activities, 

architecture, advertising and market research, media production and engineering 

activities. Other service less based on knowledge will be not included in this 

study such as the motor trade, hotel and restaurants, wholesale and retail trade, 

and sewage and refuse disposal. Also, other sectors will not be included in this 

study such as manufacturing, agriculture, and construction.  

Given that many concerns about common method bias by collecting data based 

on a single respondent (Gerhart et al., 2000), it is intended to collect data from 

HR managers as well as employees. Guest (2011) states that managers tend to 

rate presence of HR practices whereas employees are more credible since they are 

closer to its implementation. Therefore, many emphasise the importance of 

collecting the data from the two parties (Nishii et al., 2008; Katou et al., 2014). 

Therefore, following the recommendation of Gerhart et al. (2000), the data were 

collected from at least four multiple raters at the same company; the HR 

managers and three employees. 

4.1.2 Effects of Analysis Level on Sampling 

Chapter 3 (Section 3.2.2.3) highlighted some concerns arising from the literature 

review with regard to sampling issues that include level of analysis and 

respondents. While most research is structured according to predictors and 

antecedents, mediators, and outcomes (Subramony and Pugh, 2015), some 

attempts have been made to develop frameworks to integrate research domains 
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based on level of analysis; this includes some studies in the SHRM literature 

(Wright and Boswell, 2002; Lepak et al., 2006; Jiang et al., 2013) and the service 

management literature (Subramony and Pugh, 2015). Specifically, the first of 

these domains is ‘unit-level linkage’, addressing those relationships between unit-

level constructs that affect unit-level outcomes. This kind of research accounts for 

about 53% of empirical studies in the review by Subramony and Pugh (2015). In 

such studies, individual concepts may be acknowledged as constructs 

representing organisational-level relationships but are not explicitly studied. A 

second domain relates to micro-level ‘interpersonal and intrapersonal processes’, 

examining employees’ work-related processes, perceptions, emotions, cognitions, 

and attitudes to influence desired individual behaviours and outcomes 

(Subramony and Pugh, 2015, p. 351). To clarify the difference between the two 

streams, HR systems are formulated at organisational level and are applied (or are 

intended to apply) to all employees in attaining certain organisational outcomes. 

In contrast, individual-level HR systems deal with employees’ perceptions and 

experiences of those practices as implemented at organisational level (Jiang et al., 

2013). 

To address the gap between the two levels, there have recently been calls for a 

shift from micro-level research to macro- or multi-level research, according to 

where phenomena are conceptualised or occur (Klein and Kozlowski, 2000). Klein 

and Kozlowski (2000) noted that micro-level research tends to neglect 

organisational effects on individual outcomes and behaviours and the fact that 

organisations are hierarchical systems. This is likely to mean that research 

models are imperfectly designed and fail reliably to extend our knowledge of 

organisational behaviour or of the black box relationship between HR systems 

and performance. In other words, although micro-level research aims at a deeper 

understanding of single practices, it may overvalue their effect, ignoring complex 

interactions with other HR practices (Wright and Boswell, 2002). Macro research 

raises other potential concerns, such as the possible neglect of employees’ 

perceptions of, and interactions with, HR systems (Nishii and Wright, 2008). 

Linked to this concern, macro research tends to rely on single respondents and 

ignores interrater reliability (Wright and Boswell, 2002).  

In contrast, multi-level research investigates the influence of organisational-level 

factors on outcomes at the individual level (Jiang et al., 2013; Subramony and 

Pugh, 2015). While Subramony and Pugh (2015) indicated that 10% of studies 
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examine the direct, top-down moderating effect of unit-level predictors on 

individual-level outcomes, Jiang et al. (2013, p. 1468) observed that ‘multilevel 

research focusing on individual perceptions of and reactions to HR systems has 

sprung up in the past five years’. It has been suggested that the effect of unit-

level constructs on individual-level outcomes (top-down effect) is more prevalent 

and influential than the effect of individual constructs and actors on emerging 

outcomes at unit-level (bottom-up effect) (Klein and Kozlowski, 2000; Jiang et al., 

2013; Subramony and Pugh, 2015).  

This discussion raises a number of questions about data collection sources and 

sample size. Klein and Kozlowski (2000) argued that the main challenge for multi-

level studies is collection of sufficient data. Specifically, the multi-level model 

requires data that represent between-unit variability and within-unit homogeneity 

for unit-level constructs, as well as between- and within-unit variability for 

individual-level constructs. While between-unit variability must be assessed to 

differentiate between firms, within-unit homogeneity provides a logic for 

aggregation of lower-level data (Klein and Kozlowski, 2000). In addition, McQuitty 

(2004) highlighted the importance of minimum sample size to ensure the 

statistical power of the given model. The following are some brief insights from 

multi-level studies in the SHRM literature to highlight issues related to sample 

size, which may help to determine the appropriate sample size for the present 

study. 

4.1.3 Sample Size in Multilevel Studies     

Multi-level studies differ in their approach to top-down or bottom-up effects as 

discussed in the preceding section. While some multi-level studies in the recent 

literature have utilised data from a single organisation, others have collected data 

from a number of organisations across various sectors. This section presents 

some examples of each, with a view to exploring issues of sample size and 

participants. More detail of these studies is provided in Appendix A.   

In their multi-level study of top-down effects, Van De Voorde and Beijer (2015) 

examine the influence of HPWS on well-being and performance attribution and on 

employee commitment and job strain. The data were collected from 1065 

employees and line managers in 150 units across 73 organisations. Participating 

employees were selected by managers to ensure that respondents’ work related 

to the unit’s core business. In terms of response rates, the average per unit was 

47%, with an overall figure of 24%. In a service context, Chang and Chen (2011) 
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examined the effect of HPWP on individual job performance by studying the 

mediating role of affective commitment and human capital. They asked shop 

owners to rate HPWP, HC, and individual performance and assigned 2 to 4 

employees to evaluate commitment. The final usable data was collected by 284 

hairdressers and 97 shop owners, with response rates of 56.8% and 60.6%, 

respectively.  

Across various sectors in North-East England, Snape and Redman (2010) 

examined the relationship between workplace HPWS and individual attitudes and 

behaviours in terms of the effect of perceived job influence. In this multi-level 

study, a package was sent to each workplace, containing one questionnaire for 

the HR manager, another for the senior manager, and 50 for employees. The final 

sample included 28 HR managers and general managers and 519 employees, with 

response rates of 53% and 29%, respectively. In a similar study with similar 

outcomes, Uen et al. (2009) reported the mediating effect of commitment-based 

HR systems on individual in-role behaviours and OCB at 25 high-tech companies 

in Taiwan. To collect data, survey packages were again sent, containing one 

questionnaire for the immediate manager and another for each of five knowledge 

worker. Overall usable data included 127 knowledge workers and 28 managers, 

with response rates of 42% and 47%, respectively.    

Utilising data from Japanese establishments, Takeuchi et al. (2009) found that 

establishment-level HPWS affected individual attitudes, with a mediating effect of 

concern for employee climate. The respondents were 522 employees and 324 

managers in 76 establishments from 56 different companies in various sectors. 

To obtain multiple data sources, at least three respondents were sought from 

each establishment, including two employees and one manager. The average 

response rate was 47%. 

Other multi-level studies have employed data from a single organisation with 

different branches or departments. Kehoe and Wright (2013) examined the effects 

of rating HR managers in a large food service company for HPWP on individual 

commitment, absenteeism, and intention to remain, all of which were rated by 

employees. HR managers were asked to randomly select 20% of employees from 

56 units. Each unit manager had autonomy to implement HR practices 

appropriate to their own unit, which provided a degree of variability between 

units and in turn between employees’ perceptions of HR practices. In another 
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study, at a Japanese bank, Liao et al. (2009) investigated the effects of differences 

between managers and employees’ experiences and perceptions of HPWP’s 

effects on individual service performance as rated by their supervisors. Final 

usable data, collected from 830 employees and their supervisors as well as from 

the managers of 91 branches, represented response rates of 92%, 77%, and 91%, 

respectively.  

In similar vein, in a study involving 258 dyad junior and senior customer 

employees from 37 branches in two banks in Ghana, Aryee et al. (2012) reported 

the influence of branch-level HPWS on aggregated individual service performance 

through employee-experienced HPWS and psychological empowerment, with a 

response rate of 51.6%. In a study of an international hotel chain, Raub and Liao 

(2012) examined the mediating effect of aggregated proactive customer service 

performance on the relationship between initiative climate and self-efficacy for 

customer service satisfaction. Two separate questionnaires were emailed to HR 

managers in establishments across Europe, the Middle East, Africa, and Asia for 

printing and distribution. The final matched questionnaires, from 900 employees 

and their direct supervisors in 74 establishments, represented a response rate of 

83%.  

In another multilevel study, in a restaurant chain where HR practices and 

management structure are standardised, Den Hartog et al. (2013) examined the 

mediating effect of employees’ perceptions of HR on the relationship between 

managers’ perceptions of HR and employee outcomes. The participants were 

2063 employees and 449 managers in 119 branches, with an overall response 

rate of 54%. The average number of participating employees and managers per 

branch was 20 and 5, respectively.  

Other multi-level studies have examined bottom-up effects, in which individual-

level attitudes and behaviours influence unit outcomes. Nishii et al. (2008) 

examined the effect of shared attribution among employees on unit-level 

outcomes. In a supermarket chain with homogeneous HR practices across 95 

stores, 4208 employees evaluated HR attribution and attitudes, and 1010 

department managers assessed unit behaviours. In their analysis, Nishii et al. 

(2008) considered only data collected from at least four employees in each 

department, along with department managers’ responses from 362 out of 1710 

departments. The estimated response rate was 21%.  
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Although studies reviewed so far have highlighted sample size, they do not 

indicate an optimal minimum sample. Few mention how many respondents were 

reached at unit level and/or individual level, referring only to final collected data. 

Beyond that, some failed to differentiate between returned questionnaires and 

usable returns, which has recently attracted criticism (Baruch and Holtom, 2008). 

It follows that conclusions about minimum sample size cannot usefully be drawn 

from previous studies, but an examination of the statistical literature may provide 

some insights in this regard. 

The statistical and methodological literature also shows some unfortunate 

variation. For instance, Schreiber et al. (2006) suggested that sample size 

depends on data normality but cited an agreed value of 10 participants for each 

parameter. From a review of previous studies, McQuitty (2004) concluded that a 

sample size of not less than 100 is merely adequate for structural equation 

modelling (a technique that will be employed in the present study). Although 

some authors have recommended a minimum sample size of 10 times the 

number of variables used in the model, McQuitty (2004, p. 181) claimed that 

these ‘may be outdated’. Similarly, although Maas and Hox (2005) noted that 50 

groups at level 2 would be common practice in organisational research, they 

advocated a sample size of around 100 at level 2 for multilevel modelling, 

suggesting that a small sample size (50 or less) may leads to bias in estimation of 

standard errors at level 2. 

However, some studies have recommended that, as a rule of thumb, a 30 x 30 

design (30 participants at unit-level and 30 per unit) is sufficient for high 

statistical power (Scherbaum and Ferreter, 2009). Others, such as Maas and Hox 

(2005), suggested that some studies might use 50, 30, or even 5 individuals per 

unit. Drawing on an extensive range of sources, it would seem that increasing the 

number of units/groups at level 2 exerts a more significant influence on 

statistical power than increasing the sample size of individuals per unit at level 1 

(Maas and Hox, 2005; Snijders, 2005; Scherbaum and Ferreter, 2009). 

Furthermore, multilevel modelling does not assume that units are similar in 

sample size, and some found that multilevel estimates are apparently unaffected 

by such variations (i.e. unbalanced units) (Maas and Hox, 2005). In other words, 

average number at individual level is less significant than sample size at unit-level 

for testing of regression coefficients (Snijders, 2005).  
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The above discussion demonstrates a lack of consensus regarding sample size in 

multilevel studies, both in extant research and in the statistical and 

methodological literature. It can be concluded that sufficient sample size is 

significant, although more influential at higher level. It is also worth noting that a 

sample size between 50 and 100 at level 2 would be acceptable. In the section 

that follows, it will be argued that the issue of sample size must be considered in 

conjunction with another very important factor: response rate.    

4.1.4 Sample Size and Response Rate  

The purpose of this section is twofold: to highlight the importance of response 

rate and to determine the preferred sample size for the present study. 

Accordingly, some of the techniques and methods adopted here to increase 

response rates will be highlighted in more detail.   

Sufficient sample size is essential in order to achieve a higher response rate, 

leading in turn to higher statistical power and so increasing the credibility of the 

study’s findings (Baruch, 1999; Baruch and Holtom, 2008). For that reason, it is 

logical to pursue the largest possible sample in order to reduce the risk of non-

response bias (Saunders et al., 2012). A low response rate effectively means a 

smaller sample, which may decrease the credibility of collected data and limit the 

generalizability of findings (Rogelberg and Stanton, 2007).  

Accordingly, it is necessary to estimate sample size on the basis of anticipated 

response rate. Further, the multilevel studies reviewed in the previous section 

suggest some variation between response rates at organisational and individual 

levels. However, few conclusions can be drawn from an examination of response 

rates in organisational studies that specifically employ surveys. Baruch (1999) 

examined 176 studies and concluded that the average response rate is 55.6%, 

although this rate declines over time. Although some studies indicate that a 50% 

response rate for top management would be reasonable, Cycyota and Harrison 

(2006) concluded from their meta-analysis of 231 studies that the expected 

response rate for executives declined over time to 32%. In their analysis of 490 

studies, Baruch and Holtom (2008) found that the average response rate at 

organisational level for the years 2000 and 2005 was 37.2%, with an individual 

rate of 52.7%. However, they found no support for a decline in rate over time.   

On that basis, a suggested benchmark for response rates in studies at 

organisational level would be around 35–40%; at individual level, a figure of 50% 
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would seem appropriate (Baruch and Holtom, 2008). However, other factors may 

also affect the anticipated response rate. In particular, Baruch and Holtom (2008) 

and Saunders et al. (2012) asserted that response rate would vary according to 

the survey distribution method and the context of the study. For instance, Baruch 

and Holtom (2008) revealed that the response rate using email or personal 

contact is higher (54.7% and 62.4% respectively) than for traditional postal mail 

(44.7%). Study context also accounts for a wide disparity in response rates, 

ranging from 49% in education and 57% in financial services to 62.1% in various 

other service sectors.  

Taken together, the above discussion confirms that sufficient sample size is of 

fundamental importance, although unit level is more influential. It is also clear 

that response rate is a significant factor in determining sample size. On that 

basis, the present study seeks a minimum sample size ranging from 50 to 100 

units (organisations). Although every effort has been made to ensure a high 

response rate by adopting some of the techniques highlighted by Baruch and 

Holtom (2008) and Cycyota and Harrison (2006), the anticipated rate was 

somewhere between 30% and 50% at unit-level. The actual sample size is 

determined by the following equation (Saunders et al. (2012, p. 269):  

𝑛𝑛𝑎𝑎 =
𝑛𝑛 𝑥𝑥 100
𝑟𝑟𝑟𝑟%

 

where 𝑛𝑛𝑎𝑎 = actual sample size, 𝑛𝑛 = minimum sample size, and 𝑟𝑟𝑟𝑟 = estimated 

response rate. 

On that basis, to achieve a sample size of 100 units, it is proposed to collect data 

from between 200 units (with 𝑟𝑟𝑟𝑟 = 50%) and 333 units (with 𝑟𝑟𝑟𝑟 = 30%). The 

minimum sample size would be 50 units, making it essential to target 100 (if 𝑟𝑟𝑟𝑟 = 

50%) to 166 (if 𝑟𝑟𝑟𝑟 = 30%).  

 



  Chapter 4 

143 

4.2 Measures 

4.2.1 Variables 

To ensure the validity of the survey, all items are based on measures utilized in 

earlier studies. See the Appendix B and C for the questionnaires for the human 

resource managers and for employees respectively.   

4.2.1.1 HR Systems 

Drawing on the Ability-Motivation-Opportunity (AMO) model of HRM, HR systems 

seek to maximise employees’ performance by enhancing their skills, motivation, 

and opportunity to perform (Jiang et al., 2012b). Examining the effects of each 

individual dimension of such systems can provide insights into the specific 

contribution of each such practice to employee outcomes (Batt, 2002; Liao et al., 

2009; Subramony, 2009; Jiang et al., 2012a; Kehoe and Wright, 2013), enabling 

practitioners to invest more in specific HR practices that can achieve desired 

outcomes.  

In this study, the HR systems in question were evaluated using the 18-item scale 

developed by Gardner et al. (2011) and Gardner et al. (2001), based on the work 

of Huselid (1995) and others. Five-, six- and seven-item groups address the three 

dimensions of HR practices: skill-enhancing, motivation-enhancing and 

empowerment-enhancing, respectively. Measures of skill-enhancing practices 

include items such as: ‘Applicants undergo structured interviews (job related 

questions, same questions asked of all applicants, rating scales) before being 

hired’. Measures of motivation-enhancing practices include: ‘Qualified employees 

have the opportunity to be promoted to positions of greater pay and/or 

responsibility within the company’. Finally, measures of empowerment-enhancing 

practices include: ‘Employees in this job have a reasonable and fair complaint 

process’. Respondents assess the HR practices in question by answering ‘Yes’, 

‘No’, or ‘I do not know’. Following these authors, ‘I do not know’ is likely to mean 

that the HR practice does not exist, and the response may therefore be 

considered as ‘an alternative answer for “No”’ (Gardner et al., 2011, p. 332). One 

question regarding number of hours of formal training is answered by either 1 

(‘15 or more hours of training per year’) or 0 (‘fewer than 15 hours’). Four 

questions regarding the company’s communication of policy to employees will be 

answered by indicating the frequency—either 1 (‘quarterly’ or ‘more frequently’) 

or 0 (‘annually’ or ‘never’).   
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According to Gardner et al. (2011), the three bundles of HR practices (‘skills, 

motivation, and opportunity’) are conceptualised as a formative index. This view 

is supported by others such as Jiang et al. (2012b) who conclude from a meta-

analysis review that it is better to perceive the effects of the three distinct 

dimensions rather than unidimensional HR construct. MacKenzie et al. (2005) 

specify three criteria for an index statistically analysed as formative rather than 

reflective (Gardner et al., 2011; Bello-Pintado, 2015). First, the constructs are 

defined by the sum of the items. Second, the items representing each variable are 

not interchangeable; this means that each item constitutes unique aspects (but 

not the essence) of the AMO variables. Finally, it is not expected that ‘the items 

for each variable would systematically covary’ (Gardner et al., 2011, p. 332), as 

each indicator would not necessarily have corresponding antecedents and 

consequences (MacKenzie et al., 2005). Construct validity is therefore determined 

by combining weights of items that represent a respective variable (Bello-Pintado, 

2015).    

One controversial issue in SHRM is whether employees’ or HR managers’ 

perceptions of the effectiveness of HR systems are more accurate. Some authors 

claim that HR managers are likely to be more accurate since they implement HR 

practices and therefore have a positive attitude to HR effectiveness. However, 

Choi (2014) contended that this view is constrained by that HR managers’ 

involvement in implementing HR practices works against accurate evaluation of 

effectiveness. In other words, managers’ perceptions may be considered biased, 

and this may ultimately impair prediction of the effect of HR systems on 

performance. In contrast, employees are likely to perceive HR effectiveness in a 

fairer and more objective way than their HR managers (Bowen and Ostroff, 2004).  

Although previous research has given priority to management perceptions of the 

influence of HR practices, this assumes that individuals share the same 

perspective (Nishii and Wright, 2008). This kind of assumption is prevalent in 

research that neglects differing individual views and interpretations of the 

implementation of HR practices, which may affect attitudes and behaviours (Nishii 

et al., 2008; Lepak et al., 2012). Consequently, it may be contended that asking 

only HR managers to rate HR systems may not provide an accurate picture of real 

experience at a different level of analysis (Wright and Boswell, 2002; Jiang et al., 

2013). Taken together, key informants should have sufficient knowledge about 

HR practices in the workplace (Lepak et al., 2006). Researchers such as Gerhart et 
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al. (2000) and Wright et al. (2001) have recommended data acquisition from two 

or more raters to reduce errors in the assessment of HR systems. However, 

Huselid and Becker (2000) contend that increasing the number of raters does not 

always guarantee a more accurate response.  

The fundamental issue here is that respondents must be in a good position to 

evaluate HR practices. For that reason, this study will gather data based on both 

managers’ reports and employees experience of HR systems. As managers and 

employees must rate corresponding items, the analysis excluded single 

respondents with no correspondent from the same organisation. 

4.2.1.2 Organisational Culture  

A modified version of the Organisational Cultural Assessment Instrument (OCAI) 

developed by Cameron and Quinn (2011) were used to assess organisational 

culture. Specifically, the modified version includes 16 items with a 7-point 

response format developed by Ogbonna and Harris (2002) and (2000) and 

adapted from Deshpandé et al. (1993). Participants respond to four questions 

relating to dominant characteristics, organisation glue, organisational leadership 

and strategic emphases. Items in each subscale refer to the various behavioural 

values and norms of both employees and management. Each question contains 

four items that reflect types of organisational culture: competitive, innovative, 

bureaucratic and community. For example, the following is one item relating to 

innovative culture: ‘The glue which holds this company together is a commitment 

to innovation and development. There is an emphasis on being first’. A number of 

studies have provided evidence for the validity and internal consistency of this 

instrument, including Gregory et al. (2009) and Hartnell et al. (2011). Others, 

such as Kalliath et al. (1999), have tested it by means of structural equation 

modelling and found support for its validity and reliability. 

As to level of analysis, it is recommended that items should be articulated to 

facilitate aggregation to a higher level (Van den Berg and Wilderom, 2004). This 

may involve asking to what extent respondents perceive a specific behaviour 

occurring in their immediate work environment. In this way, employees are asked 

to report their perceptions of their direct workplace, of which they are more likely 

to have deep knowledge. In this case, and in order to justify aggregation of 

individual responses to represent shared concepts at unit level, appropriate 

statistical procedures must be performed. In particular, perceptual agreement 

and within-unit homogeneity in individual-level data should be assessed by using 
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the interclass correlations ICC(1) and ICC(2) (Klein and Kozlowski, 2000). In 

addition, interrater agreement which reflects sharing the perceptions toward the 

construct among individuals in a unit needs to be addressed by using rwg 

(LeBreton and Senter, 2008; Schneider et al., 2013)   However, if aggregation is 

not possible, the analysis will be performed at individual level (Van den Berg and 

Wilderom, 2004).  

4.2.1.3 Human Capital 

The present study utilises five items from Youndt and Snell (2004) and Youndt et 

al. (2004), in which managers were asked to assess the average level of human 

capital among their employees. On a 7-point Likert scale, responses range from 1 

(strongly disagree) to 7 (strongly agree). Examples include: ‘Our employees are 

highly skilled’ and ‘Our employees are experts in their particular jobs and 

functions’.   

4.2.1.4 Turnover Intention  

Turnover intention was assessed on the 4-item scale used by Jensen et al. (2013), 

originally derived from Tett and Meyer (1993). Employees respond on a 7-point 

Likert scale, ranging from 1 (strongly disagree) to 7 (strongly agree). Examples of 

items include: ‘I often think of quitting this job’ and ‘It is likely that I will look for 

another job during the next year’.  

4.2.1.5 Organisational Citizenship Behaviour (OCB)  

OCB was assessed by employees utilising a scale adapted by Ozer (2011) which is 

adopted by Lee and Allen (2002). The scale includes eight items for OCBs directed 

towards individuals (OCBI) and eight items for OCBs directed towards the 

organisation (OCBO). Participants indicated how often their engagement in such 

specific behaviours on a scale ranging from 1 (never) to 7 (always). Using 

different anchor points for variables evaluated by a common source is said to 

reduce potential common method variance (Podsakoff et al., 2013). Further, 

evaluation of OCB and performance by the same rater may raise concerns of 

same-source bias (Podsakoff et al., 2009). Given the complexity of gathering such 

data about each employee’s behaviour from direct supervisors, which is 

considered unfeasible and more likely to reduce response rates, OCB was 

assessed by employees themselves in the present study. This self-evaluation 
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approach for OCB is common in the literature (e.g. Dunlop and Lee, 2004; Dineen 

et al., 2006; Uen et al., 2009; Avey et al., 2010; Snape and Redman, 2010; Alfes 

et al., 2013; Kehoe and Wright, 2013; Rupp et al., 2013), and because 

questionnaire completion is anonymous, respondents are less likely to 

exaggerate their ratings. A sample item for OCBI: ‘Give up time to help others 

who have work or nonwork problems’. A sample item for OCBO: ‘Offer ideas to 

improve the functioning of the organization’.   

4.2.1.6 Service Performance  

Although use of objective measures of performance such as return on assets and 

market share is sometimes advocated in preference to subjective measures 

(Boselie et al., 2005), the latter are used when it is difficult to obtain objective 

data (Subramony, 2009), as in asking managers to evaluate overall performance. 

Because of difficulties in accessing financial indicators for companies that agreed 

to participate, the study utilises other subjective performance measures. There is 

consistent evidence that subjective measures have a positive association with 

objective measures and serve as a valid indicator of performance (Wall et al., 

2004).  

Importantly, as the literature calls for investigation of the diverse effects of HR 

constructs on particular performance indicators (Chadwick, 2010), the present 

study focuses on employee service performance, which is of greater relevance to 

service organisations. In addition, employee performance is considered a 

proximal outcome of HR systems; investigating such outcomes may help to 

demystify the black box of the relationship between HR systems and performance 

(Jiang et al., 2012a). This is based on the argument that employees who perform 

(not their organisations) and therefore employee performance is what enables 

organisations to achieve desirable outcomes (Lepak et al., 2006). Accordingly, HR 

systems may provide necessary skills, motivation, discretion and support for 

employees to be able and more willing to deliver high quality service and efficient 

service performance (Liao and Chuang, 2004; Lepak et al., 2006).  

HR managers assessed service performance of their organisations as a whole on 

the 7-item scale used by Jiang et al. (2015a) and by Chuang and Liao (2010), as 

adapted from Liao and Chuang (2004). The response scale ranges from 1 

(strongly disagree) to 7 (strongly agree). Examples of items include: ‘Our 

employees point out and relate item features to a customer’s needs’ and ‘Our 
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employees explain an item’s features and benefits to overcome a customer’s 

objections’.  

 

4.2.2 Control Variables 

This study encompasses two types of control variable. First, it controls for 

demographic individual variables that previous research has found to relate to HR 

systems, organisational culture and employees attitudes. Specifically, the study 

controls for respondent age in years and gender (1 = male, 2 = female). The study 

also controls for tenure—that is, how many years the respondent has worked at 

the organisation—to prevent biases that may arise in the case of more 

experienced employees. Some studies have noted that long-tenure employees 

tend not to express favour for HR practices (Nishii et al., 2008). However, those 

employees are also more likely to demonstrate OCBs and intention to remain 

(Gardner et al., 2011; Messersmith et al., 2011). Education level (basic: secondary 

school or less; medium: diploma, technical/vocational training, or university or 

college degree; high: further university degree) will also be controlled for. The 

study also controls for employment status (permanent or temporary). In this way, 

any potential effect of differences in these individual demographic variables on 

individual perceptions can be accounted for (Jensen et al., 2013).  

Second, at organisational level, the study controls for firm size. Some authors 

have suggested that larger organisations tend to adopt more rigorous and 

formalised HR practices (Jackson and Schuler, 1995; Youndt and Snell, 2004). 

Controlling this variable may bring further clarity to the challenges that face large 

firms in implementing efficient and rigorous HR systems (Messersmith et al., 

2011). Firm size is operationalized as the number of current employees. In 

addition, any potential industry effect has been taken into account and is also 

controlled for (Boxall, 2003; Subramony and Pugh, 2015). Based on Miles (2005) 

and Schricke (2013), the participating companies can be classified as knowledge- 

Based service (KBS) firms, including telecommunications, financial intermediation, 

computing and related activities and health and social work, as well as other 

businesses that include legal activities, accounting, management consultancy, 

advertising and labour recruitment. 
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4.3 Data Analysis 

4.3.1 Descriptive Statistics 

Statistical description of the data includes mean, standard deviation and 

correlation coefficient. The mean is used to measure the average of all data 

values; the standard deviation indicates the extent to which the values of the data 

are closer or further from the mean; the correlation coefficient is used to 

determine the strength of the relationship between two variables. It is normally 

labelled by the letter (r) and varies between +1 (positive correlation indicating a 

strong relationship, where both variables increase or decrease together) and -1 

(negative correlation indicating an inverse relationship, where one variable 

increases and the other decreases) (Anderson, 2009; Saunders et al., 2012). The 

analysis used the Statistical Package for Social Sciences (SPSS).  

4.3.2 Confirmatory Factor Analysis 

To assess the discriminant validity of the measurement model, a series of 

confirmatory factor analyses was performed using Mplus version 8 (Muthén and 

Muthén, 2012). As the data were collected on a multilevel basis, the measurement 

model must be considered at each level of study. At this stage, it is not ideal to 

investigate both levels simultaneously. Instead, and because the large sample 

always exists on level 1 (within groups), it is logical to start by specifying the 

model at the lower level first (Heck and Thomas, 2015). By running the 

confirmatory factor analysis CFA model to test the hypothesised model at level 1, 

the measurement model is specified at level 1 and level 2 by conducting a 

multilevel CFA (ML-CFA). The ML-CFA initially starts by retaining the best model 

from the individual level with running competing the simplest and the best 

possible fit models (Hox, 2010). As such, it is possible to compare the best fit for 

the hypothesised multilevel model in the current study. 

4.3.3 Hypotheses Testing 

This study aims to examine the relationship between HR systems and 

performance, as well as the mediating effects of organisational culture and 

human capital. Structural equation modelling (SEM) was used to analyse these 

complex relationships simultaneously (Hoe, 2008). In particular, SEM is valuable 
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in analysing causal interrelationships between several variables and testing 

hypotheses derived from established theories (Hoe, 2008). 

To test the study’s hypotheses, multilevel structural equation modelling (MSEM) 

was applied using the Mplus software (Muthén and Muthén, 2012). The analysis 

involved examining between- and within-group differences. This study includes 

some hypotheses between variables at the unit and individual levels. In traditional 

multilevel linear models (MLMs), it can aggregate individual responses by taking 

the group means for the analyses. Accordingly, such an approach would be 

considered misleading in its interpretation of the variability between the groups 

and ignorance of the variability within groups (Preacher et al., 2011). However, 

MSEM overcomes the limitation of the conflation of between and within effects, as 

well as the disadvantage of the aggregation approach by allowing the study of 

separate estimation effects of between- and within-group relationships. As such, 

MSEM allows for the study of the direct and indirect effects on each level 

separately.  

Another limitation of traditional MLMs is that they can analyse models with 

predictors at either level 1 or 2, but the mediator and outcome variables can only 

be assessed at level 1, not at level 2 (Preacher et al., 2011). In addition, all 

variables in traditional MLMs are observed, while MSEM enables the inclusion of 

latent variables with multiple indicators. Furthermore, MLM does not emphasise 

the model fit, as it is difficult to find a saturated model to compare with the 

estimated model. However, MSEM provides some fit indices that may help 

researchers to assess the absolute and relative fit of models (Preacher et al., 

2010). Therefore, all of these features lead many to recommend using MSEM in 

analysing multilevel mediation design studies (Preacher et al., 2010). The 

following is a brief description of the rationale for using MSEM as an analytical 

tool and the fit indices used to test the hypotheses in this study. 

MSEM is considered a powerful technique that combines two parts: a 

measurement model (shows how latent variables measured by 

observed/manifested indicators) and a structural (latent) model (shows the 

relationships between latent constructs) in a simultaneous test. One important 

advantage of utilising structural equation modelling (SEM) is using latent variables 

that enable the measurement error to be accounted for explicitly. In addition, SEM 

allows the complex relationships between variables to be tested, as well as 
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compares competing models (Geiser, 2012). Significantly, MSEM has the ability to 

accommodate random slopes, unbalanced cluster sizes and partially missing data 

(Preacher et al., 2010). 

By using Anderson and Corley (2003) two-step approach, the model is formulated 

prior to conducting the research by defining carefully the individual constructs to 

ensure the measurement model truly explains how each construct is defined by 

indicator items. The constructs in this study, as denoted in the previous section 

(Section 4.2.1), were operationalised and defined from previously published 

research. To specify the measurement model, a number of measurement 

indicators was assigned to each latent construct. To proceed with the data 

analysis to test the hypothesis, first, through the confirmatory factor analysis 

(CFA), the measurement model is validated to show the loading estimates, which 

identify the extent that measured items are related to a specific construct. 

Second, the structural model must be specified to assign the dependence 

relationship between constructs based on the proposed theoretical model. This 

involves testing the validity of the structural model by assessing its overall 

goodness-of-fit, which can be evaluated by using multiple fit indices. The overall 

criteria for assessing the fit includes the chi-square (𝑥𝑥2), the comparative fit index 

(CFI), the Tucker–Lewis index (TLI), the root mean square error of approximation 

(RMSEA) and the standardised root mean square residual (SRMR).  

In this research, the criteria for the fit indices have been adopted from Hu and 

Bentler (1999). Specifically, the cut-off values to accept the model are a CFI and 

TLI of 0.90 while values at least 0.95 to judge the model as a good fit. Typically, 

an RMSEA of less than 0.06 and an SRMR of less than 0.08 are required (Hox, 

2010). However, many argue this rule of thumb for fit indices is based on 

practical experiences and simulations without mean structures (Wu et al., 2009). 

Those authors (such as Heck and Thomas (2015) and Hair et al. (2010)) and 

others insist that such indices are affected by sample size, the distribution of 

variables and the research context. Some frankly claim that in multilevel models 

(as in the current study), there is no consensus among researchers in terms of 

what level of fit will be acceptable (Wu et al., 2009).  

Accordingly and based on the recommendations of later authors, the researcher 

utilises fit indices to compare the competing ‘nested’ models instead of 

comparing with the global fit indices. It is necessary to differentiate between 

testing theory and merely pursuing a good fit (Hair et al., 2010). The ultimate aim 

of SEM and using several models together is to provide evidence of and assess a 
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theoretical model. Therefore, the above cut-off indices are adopted with caution 

to apply single standards for such a complex research model. 
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Chapter 5 Results 

5.1 Introduction 

This chapter is divided into two parts: descriptive statistics and inferential 

analysis. The first part provides more details about the sample size, number of 

returned questionnaires and response rate. Moreover, it provides specific 

details about the companies that participated in terms of size, number of 

employees and geographic location. Employee demographic characteristics 

including age, gender, education level, tenure, experience and employment 

status were also shown in more detail. This part additionally includes a specific 

section on dealing with missing values in the current data and the procedures 

followed to remedy the situation. Because of the unique nature of the current 

study, a multilevel design, necessary assumptions were examined to ensure 

the data meet the requirements for a hierarchical multilevel analysis. The 

second part shows the results of the structural equation modelling for the unit-

level models as well as for the multilevel model and provides details for the 

findings of the hypotheses testing.    

5.2 Overall Sample Profile 

5.2.1 Sample Characteristics  

After initial contact with HR managers in various knowledge-intensive services 

in Saudi Arabia (previously discussed in Section 4.1.1), 112 companies gave 

consent for their employees to participate in the study. The total number of 

distributed questionnaires was 2121, and the total number of returned 

questionnaires was 1323 with an average of 18 distributed questionnaires and 

12 received questionnaires for each company participating in the survey. The 

overall response rate was 62.4%, which is more than the average suggested in 

the literature for multilevel studies, specifically by Baruch and Holtom (2008) 

and Baruch (1999). Multilevel studies have been conducted with much lower 

response rates, for example with 24% in Van De Voorde and Beijer (2015), 54% 
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in Den Hartog et al. (2013), 51.6% in Aryee et al. (2012), 53% in Snape and 

Redman (2010) and 47% in Takeuchi et al. (2009). 

After reviewing the data, 14 companies were excluded by the researcher 

because the participants did not meet the study requirements. Specifically, HR 

managers in 6 companies did not fill in their questionnaires. Employee data 

was therefore deleted because it could not be matched with manager data. 

Employees in two companies did not return responses, although their 

managers did. Data for another five companies were excluded because only 

one employee and one manager participated from each company. According to 

Gerhart et al. (2000), data should be gathered from multiple responses. 

Questionnaires from one additional company were eliminated due to small 

company size (fewer than 9 employees), which indicates a lack of established 

HR systems. 

This resulted in 1272 questionnaires with which to carry out the following 

analysis. However, as will be discussed in the following sections, 65 

questionnaires were excluded from the analysis due to excessive missing data 

in some HR manager and employee responses. As a result, 1207 usable 

questionnaires from 129 HR managers and 1078 employees in 98 companies 

were analysed. The demographic characteristics of the sample were detailed in 

a separate section.    

5.2.2 Biographical Data 

The participants in the current study were taken from 98 companies in the 

service sector in Saudi Arabia. These companies all have at least 10 employees 

and an established HR system. More than half have 10-50 employees and more 

than one-quarter (27.4%) have 51-100 employees. Companies with more than 

101 employees constitute 12.8% of the sample in the current study, and 

companies with more than 500 employees constitute approximately 8.3% of 

the sample. The number of respondents from each specific category as a 

percentage of the whole sample is provided in Table 5.1.  
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Table 5.1: Number of employees in participating companies 

Number of employees Frequency Per cent 

 10-50 employees 623 51.6 

51-100 employees 331 27.4 

101-500 employees 155 12.8 

More than 500 employees 98 8.3 

Total 1207 100.0 

 

The respondents are from a wide range of knowledge-intensive services. The 

highest number of respondents work in human health activities (38.4%) and 

education sectors (22.6%). Other considerable percentages of the sample came 

from the financial sector (14.7%), architectural and engineering activities (7.5%) 

and social work activities (5.1%). Other types of services such as employment 

activities and research and development make up less than 1% of the sample. 

Table 5.2 illustrates the frequency and percentage for each specific service 

classification.   

      

Table 5.2: Frequency and percentage of company classification 

Company Classification Frequency Per cent 

 Telecommunications 14 1.2 

Research & development 8 .7 

Architectural & engineering activities 90 7.5 

Employment activities 8 .7 

Financial services 177 14.7 

Insurance and pension funding 55 4.6 

Publishing, printing and reproduction 

of recorded media 

56 4.6 
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Education 273 22.6 

Human health activities 464 38.4 

Social work activities 62 5.1 

Total 1207 100.0 

 

Companies that agreed to participate in the current study are located in 

various geographical regions in Saudi Arabia, specifically in five cities. The 

majority of the sample (86.2%) are respondents from the capital, Riyadh, with a 

number of respondents from the southern region (Abha and Khamis) and a few 

from the eastern region (Dammam and Qatif). Table 5.3 shows the percentage 

of respondents from the five cities in more detail.  

 

Table 5.3: Geographical locations of participating companies 

City Frequency Per cent 

 Riyadh 1040 86.2 

Abha 115 9.5 

Khamis 35 2.9 

Dammam 9 .7 

Qatif 8 .7 

Total 1207 100.0 

 

The following section provides more information about the demographic 

characteristics of the respondents in general and more detail comparing HR 

managers and employees. In terms of respondent age, participants from 25 to 

34 and 35 to 44 make up the majority of the sample (645 and 277 out of 1207 

respondents, respectively), while only one employee was 65 or older at the 

time of the survey. This aligns with statistics indicating that more than 60% of 



  Chapter 5 

159 

the population in Saudi Arabia is young (Mellahi, 2007). There is some 

disparity in the number of participants according to gender; 62.4% are male 

and 37.6% are female. However, there are other similarities. A majority of 

respondents (53.4%) are between 25 and 34 years old with a high percentage 

of permanent employment status (74.6%) for both genders. Table 5.4 provides 

more detail on respondent age by gender and employment status.   

 

Table 5.4: Summary of respondent age by gender and employment status 

Gender 

Respondent age 

Total 15-24 25-34 35-44 45-54 55-64 65 or older 

Male employment 
status 

Temporary 21 74 39 8 2  0 144 

Permanent 46 287 171 80 24 1 609 

Total 67 361 210 88 26 1 753 

Female employment 
status 

Temporary 38 109 11 4 0  0 162 

Permanent 42 175 56 16 3  0 292 

Total 80 284 67 20 3  0 454 

Total employment 
status 

Temporary 59 183 50 12 2 0 306 

Permanent 88 462 227 96 27 1 901 

Total 147 645 277 108 29 1 1207 

 

While the majority of HR managers (39.5%) and employees (55.1%) seem 

younger (25-34 years old), only a small percentage (1.6%) of managers are 15-

24 years old compared to 13.5% of employees. Very few respondents were 

more than 55 years old at the time of the survey; no more than 1.6% and 2.5% 

of managers and employees, respectively. Females respondents constitute 

40.4% of employees compared to only 14.7% of female managers. Saudi 

nationals are dominant in HR management positions (66.7%), while 41.1% of 

employees are Saudis. It should be noted that the majority of managers and 

employees work in permanent positions with 89.1% and 72.9%, respectively.    
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In terms of education level, the data show that 58.9% and 66.9% of HR 

managers and employees, respectively, have Bachelor degrees. It can be 

inferred that Master and Doctorate degrees are quite popular among the 

sample, as well; 19.4% of HR managers and 8.1% of employees have 

postgraduate degrees. It can be concluded that the context of this study, the 

service sector, is based on knowledge and therefore requires a specific type of 

employee with a tertiary education level (Strambach, 2008; Subramony and 

Pugh, 2015).  

While the highest percentage of HR managers and employees has a relatively 

short tenure in their current work (29.5% and 41.2%, respectively), 41.1% of 

managers have worked longer in their current job (more than 5 years) 

compared to only 25.2% of employees. Few managers (5.4%) and employees 

(2.4%) have worked more than 21 years in their current job. In terms of their 

whole experience (in current and previous jobs), managers have generally more 

experience than employees; a relatively high percentage (32.6%) have 11-20 

years of experience compared to employees with 5-10 years of experience 

(28.4%). Table 5.5 shows a more detailed comparison of demographic 

characteristics between HR managers and employees participating in the 

current study. 

 

Table 5.5: Comparing demographic characteristics for HR managers and 

employees 

Demographic Data 

Employees HR Mangers  

 

Total 

Respondent age 15-24 13.5% 1.6% 12.2% 

25-34 55.1% 39.5% 53.4% 

35-44 21.3% 36.4% 22.9% 

45-54 7.5% 20.9% 8.9% 

55-64 2.5% 1.6% 2.4% 
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65 years or old 0.1% 0.0% 0.1% 

Respondent gender Male  59.6% 85.3% 62.4% 

Female  40.4% 14.7% 37.6% 

Respondent 
nationality 

Non-Saudi  58.9% 33.3% 56.2% 

Saudi  41.1% 66.7% 43.8% 

Respondent 
employment status 

Temporary  27.1% 10.9% 25.4% 

Permanent  72.9% 89.1% 74.6% 

Respondent 
education 

Secondary school or 

less 

9.0% 4.7% 8.5% 

Diploma 12.6% 14.0% 12.8% 

Technical/vocational 

training 

3.4% 3.1% 3.4% 

Bachelor’s Degree 66.9% 58.9% 66.0% 

Master’s Degree 6.4% 13.2% 7.1% 

Doctorate Degree 1.7% 6.2% 2.2% 

Respondent’s 
current work tenure 

Under 2 years 41.2% 29.5% 39.9% 

2-4 years 31.2% 24.0% 30.4% 

5-10 years 19.0% 27.1% 19.9% 

11-20 years 6.2% 14.0% 7.0% 

More than 21 years 2.4% 5.4% 2.7% 

Respondent 
experience 

Under 2 years 21.6% 3.9% 19.7% 

2-4 years 25.4% 11.6% 23.9% 

5-10 years 28.4% 30.2% 28.6% 

11-20 years 17.1% 32.6% 18.7% 

More than 21 years 7.5% 21.7% 9.0% 
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5.3 Examining the Data Quality for Multilevel Study  

5.3.1 Identifying the Missing Data 

Addressing missing data is crucial in order to ensure that the research findings 

can be generalised. The main concern is to detect patterns and relationships 

that may lead to missing data such as errors in data entry or participants’ 

refusal to answer (Schafer and Graham, 2002; Tabachnick and Fidell, 2014). 

These may help to identify the appropriate action or process to remedy the 

missing data. Examining missing data is also necessary for practical 

considerations. Specifically, this could mean excluding variables or 

observations with missing values from the analysis, which considerably 

reduces the sample size. Statistical outcomes derived from non-random 

missing data could then be considered biased. For instance, certain variables 

repeatedly ignored by respondents may lead to erroneous results and 

unreliable findings (Hair et al., 2010).  

However, before applying any remedy approaches, it is essential to diagnose 

the missing data. This requires a thorough diagnosis that takes into account 

not only the sample size, but also any patterns between valid and missing data 

that may affect the results. Such a structured process may identify missing 

data as well as a proper remedy for dealing with it. The first step is to 

determine the type of missing data and the extent of missing data, followed by 

diagnosing the randomness of missing data and selecting the remedy 

approach (Hair et al., 2010; Tabachnick and Fidell, 2014). 

It must first be determined whether missing data is ignorable or not ignorable. 

The former involves missing data that is expected due to the research design, 

such as when participants skip certain sections because it is not applicable to 

them. The latter occurs for specific reasons such as refusal to answer certain 

controversial questions or lack of respondent knowledge (Hair et al., 2010). In 

this study, the researcher anticipated the second type of missing data (not 

ignorable) and has made every effort to minimise it in questionnaire design 
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and data collection processes. In particular, the researcher communicated 

directly with HR managers to explain the purpose and advantage of 

participating in the study with assurances that the research would comply with 

ethical considerations so that neither respondent nor company identities would 

be revealed. In some cases, as will be discussed later, certain questions 

relating to HR practices like bonuses could not be answered.  

The second step is determining the extent of missing data and whether it is 

considerable enough to affect the results. This includes missing data for 

individual cases as well as individual variables that are low enough to apply 

remedies. According to Hair et al. (2010), as a rule of thumb, any case with 

missing data lower than 10% can be ignored; if this level is exceeded, the 

researcher should examine the randomness of missing data before applying 

any remedy approaches. The researcher should also consider deleting cases or 

variables with an extreme level of missing data. More than 50% could be 

considered high enough to justify elimination.  

However, in terms of deleting any variables based on missing data, measures 

should be taken to ensure that alternative variables still represent the original 

variable. In the current data set, there are no variables with an excessive level 

of missing data. As shown in Table 5.6, the HR variables with missing data are 

communicate competitive performance (empHR7), tuition reimbursement 

(sklHR5) and communicate financial performance (empHR6) with 5.5%, 5.1% 

and 4.9% of missing data, respectively. These percentages are not high enough 

for deletion of these variables from the analysis. Some studies suggest that 

variables with missing data of more than 15% are candidates for elimination, 

although percentages ranging from 20% to 30% can be still addressed by 

applying potential remedies (Hair et al., 2010). In the current data set, 

organisational culture and turnover variables have ignorable missing data with 

2.6% and 0.7%, respectively. All OCB variables show minimal missing data of 

less than 1.8%, with the exception of ocbi6, which has a missing data 

percentage of 5.5%. In terms of demographic data, employment status and 

nationality show minor missing data: 7.7% and 7.1%, respectively. All missing 

data for other variables are shown in Table 5.6.  Based on this assessment, no 

variable has been found in this study with a missing data percentage large 

enough to justify deleting it from the analysis.  



Chapter 5 

164 

 

 

Table 5.6: Analysis of missing data for each variable 

 N 

Missing 

Count Percent 

cmpcl1 
1048 27 2.5 

inncl1 
1052 23 2.1 

burcl1 
1054 21 2.0 

comcl1 
1057 18 1.7 

cmpcl2 
1054 21 2.0 

inncl2 
1048 27 2.5 

burcl2 
1054 21 2.0 

comcl2 
1049 26 2.4 

cmpcl3 
1054 21 2.0 

inncl3 
1048 27 2.5 

burcl3 
1055 20 1.9 

comcl3 
1048 27 2.5 

cmpcl4 
1047 28 2.6 

inncl4 
1050 25 2.3 

burcl4 
1048 27 2.5 

comcl4 
1050 25 2.3 

sklHR1 
1044 31 2.9 

sklHR2 
1033 42 3.9 

sklHR3 
1028 47 4.4 

sklHR4 
1027 48 4.5 

sklHR5 
1020 55 5.1 
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 N 

Missing 

Count Percent 

mtvHR1 
1032 43 4.0 

mtvHR2 
1026 49 4.6 

mtvHR3 
1034 41 3.8 

mtvHR4 
1044 31 2.9 

mtvHR5 
1046 29 2.7 

mtvHR6 
1027 48 4.5 

empHR1 
1035 40 3.7 

empHR2 
1036 39 3.6 

empHR3 
1036 39 3.6 

empHR4 
1025 50 4.7 

empHR5 
1028 47 4.4 

empHR6 
1022 53 4.9 

empHR7 
1016 59 5.5 

ocbi1 
1068 7 .7 

ocbi2 
1071 4 .4 

ocbi3 
1066 9 .8 

ocbi4 
1065 10 .9 

ocbi5 
1063 12 1.1 

ocbi6 
1016 59 5.5 

ocbi7 
1067 8 .7 

ocbi8 
1069 6 .6 

ocbo1 
1058 17 1.6 

ocbo2 
1056 19 1.8 
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 N 

Missing 

Count Percent 

ocbo3 
1065 10 .9 

ocbo4 
1064 11 1.0 

ocbo5 
1063 12 1.1 

ocbo6 
1062 13 1.2 

ocbo7 
1063 12 1.1 

ocbo8 
1061 14 1.3 

turnov1 
1068 7 .7 

turnov2 
1069 6 .6 

turnov3 
1070 5 .5 

turnov4 
1067 8 .7 

age 
1049 26 2.4 

gender 
1047 28 2.6 

national 
999 76 7.1 

educat 
1040 35 3.3 

curntwk 
1048 27 2.5 

experc 
1039 36 3.4 

emplst 
992 83 7.7 

 

Before applying missing data remedies, extreme cases or observations (not 

only variables as explained above) with a high level of missing data were 

considered for deletion. Any case with a high percentage of nonresponse (more 

than 50%) was excluded from the analysis, resulting in the elimination of 34 

out of 1140 questionnaires (3.5%). Some studies suggest deleting any case 

with missing values, specifically in outcome (dependent) variables, to avoid any 
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false increase in the relationship with independent variables (Hair et al., 2010). 

Accordingly, 13 questionnaires with missing OCB data (1.14%) and seven 

questionnaires with missing turnover data (.6%) were not considered. Eight 

questionnaires (.8%) were also excluded in level one due to missing data on 

questions related to both OCB and turnover, bringing the total deleted 

cases/questionnaires to 62 out of 1140 (5.4%). Table 5.7 shows a summary of 

reasons for case deletion from the analysis. As indicated, 1078 employee 

questionnaires (94.56%) were used in the following analysis. There were three 

cases (HR managers) with excessive missing data in level two that were 

excluded as well. It should be noted that these three cases have alternative 

answers; in other words, there were other HR managers from the same 

companies participating in the study, so deleting these three cases does not 

affect the overall analysis. By deleting cases with missing values, 

questionnaires from 129 HR mangers were analysed after conducting an 

aggregation process to compile the questionnaires from each company. This 

will be discussed in a separate section. Table 5.7 provides more detail and 

percentages for cases that were excluded from the analysis and the reasons for 

deletion.   

 

Table 5.7: Frequency and percentage of cases (with missing data) excluded and 

attained in level one 

 Frequency Per cent 

Cases with Excessive missing data 34 2.98 

Cases with Missing Data in OCB 13 1.14 

Cases with Missing Data in Turnover 7 .6 

Cases with Missing Data in OCB & Turnover 8 .8 

Total number of excluded cases 62 5.4 

Cases with acceptable Missing Data in level 1 1078 94.56 

Total cases in Level 1 1140 100.0 
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5.3.2 Applying Remedies for the Missing Data 

After deleting the cases with excessive missing data, the next step is to 

identify the degree of randomness in the missing data, which in turn helps to 

determine suitable remedies. Randomness occurs when there are no significant 

differences in X values (dependent variables) in cases with Y (independent 

variable) valid data and those with Y missing data (Hair et al., 2010). There are 

two levels of randomness: Missing at Random (MAR) and Missing Completely at 

Random (MCAR) (Pigott, 2001; Tabachnick and Fidell, 2014). The former 

indicates that the probability of missing data in a variable depends on missing 

data in other variables, while the latter occurs when the probability of missing 

data for a variable is not associated with missing data in any other variables 

(Allison, 2001; Graham, 2009). MCAR is considered a higher level of 

randomness and allows for the application of potential remedy procedures 

(Hair et al., 2010). To determine whether the missing data occurs completely at 

random, an empirical test needs to be conducted. Based on the results, the 

Missing Value Analysis was applied in SPSS, which aims to analyse missing data 

patterns. The empirical test shows that the distribution of missing data is 

completely at random across the cases and the variables. MCAR is not 

statistically significant, which concludes the randomness of missing data at 

level one (Sig. is greater than .05): 

Little's MCAR test: Chi-Square = 11282.746, DF = 11051, Sig. = .060  

               

This result allowed the researcher to apply potential imputations because the 

previous test shows that the missing data can be classified as MCAR. In 

statistical literature, there are various approaches to handling missing data. 

These include imputation by using only valid data or imputation by using 

replacement data (Graham, 2009; Tabachnick and Fidell, 2014). While the 

former entails deleting any missing data, the latter works by estimating the 

missing data from other valid data in the variables or the cases. A good 

imputation technique also minimises bias due to missing data. The optimal 

method should attempt to avoid discarding any data in order to efficiently 

estimate variables (Allison, 2001). The following discussion aims to elaborate 



  Chapter 5 

169 

on which technique fulfils these criteria and which may be insufficient for one 

or more reasons.  

In terms of conventional methods, list-wise deletion (complete case approach) 

works by excluding any case with missing data by default (Pigott, 2001; Briggs 

et al., 2003). Although it is easy and straightforward to use, it excludes 

potential data that may be informative for analysis and often leads to a 

substantial reduction in the sample size (Schafer and Graham, 2002; Hair et 

al., 2010; Tabachnick and Fidell, 2014). This problem is maximised in 

multivariate studies for which many cases have to be discarded. It increases 

standard errors and weakens statistical power (Allison, 2001; Briggs et al., 

2003).  

However, there are other procedures that involve estimating missing data from 

other valid data. The specific advantage is that by substituting missing data, all 

attained data in the sample become available for analysis. One popular 

example for this method is the expectation maximisation algorithm (EM). The 

EM method involves iteration to find the maximum likelihood of certain 

measurements by estimating the mean and covariance matrix. EM is based on 

the expectation step and maximisation step until reaching the maximum 

likelihood and predicting values for the missing data (Allison, 2001; Briggs et 

al., 2003). Although this method is modern and widely encouraged by many 

authors, it is not optimal for the current study. The ultimate aim of this 

research is to test a hypothesis, but this kind of imputation yields biased data 

with inappropriate standard errors (Graham, 2009; Tabachnick and Fidell, 

2014). This kind of imputed data could be beneficial for exploratory studies 

with no inferential statistics, which is not applicable to the current study. 

Furthermore, Allison (2001) suggests that EM is more appropriate for MAR, and 

therefore not appropriate in this study because the missing data is MCAR.    

Other imputation techniques such as mean substitution are still widely used for 

such situations similar to the current study. This technique is based on the 

process of replacing the missing data in an assigned variable by computing the 

mean of the valid data for that variable to impute the missing data. In other 

words, the missing data can be derived from other valid data. Although this 

method is widely used, it still suffers from some disadvantages (Briggs et al., 

2003; Hair et al., 2010). Particularly, it underestimates the variance among 
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values when all missing data are replaced by the mean value. This method also 

results in distortion of data distribution because all missing data have the 

same value: the mean value. However, by screening the data according to the 

structured process discussed so far, it has been found that missing data 

constitute no more than 2.65% of all values and are classified as MCAR. In 

other words, the percentage of missing data is extremely small with an 

appropriate degree of randomness. It is therefore not restricted to any specific 

remedy and the mean substitution can be conducted by Replace Missing Value 

in SPSS. Although MCAR allows various remedy approaches, mean substitution 

seems to be the most logical remedy due to its efficiency. This advantage 

manifests itself in many ways, most importantly enabling the retention of as 

large a sample size as possible, which is necessary for the analysis level in the 

current study: multilevel design.  

5.3.3 Reliability Test 

To measure internal consistency reliability, Cronbach’s alpha is one of the 

most commonly used tests in the literature (Kline, 2015). In social research, it 

evaluates to what extent the underlined items measure the same variable. It is 

commonly used to test whether a variable with a multi-item Likert scale is 

reliable. Internal consistency reflects the consistency of responses to all items, 

or to what extent respondents are consistent in answering items for the same 

variable.    

By using an SPSS package, a reliability analysis for level one variables (OCBI, 

OCBO and turnover intention) and level two variables (human capital and 

service performance) was conducted to measure Cronbach’s alpha. Intra-class 

correlation (ICC2) was used in terms of the aggregated variables (skill-, 

motivation-, and empowerment-enhancing HR practices, competitive culture, 

innovative culture, bureaucratic culture and community culture) (this will be 

discussed in more details in Section 5.5).  

Cronbach’s alpha (α) shows a high level of internal consistency for all the 

individual variables. A reliability coefficient value of about 0.90 is considered 

excellent, 0.80 is considered good, and 0.70 is considered acceptable (Kline, 
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2015). Table 5.8 shows Cronbach’s alpha for the variables and indicates that 

all values are higher than 0.80.   

  

Table 5.8: Cronbach’s alpha for the variables 

Variable Number of items Cronbach’s Alpha 

Organisational Citizenship Behaviour – Individual OCB-I 8 .889 

Organisational Citizenship Behaviour – Organisation OCB-O 8 .919 

Turnover Intentions  4 .865 

Human capital 5 .939 

Service Performance  7 .931 

 

5.4 Inspecting the Assumptions of the Multilevel 

Analysis 

Hierarchical linear modelling analysis necessitates to consider some basic 

assumptions before proceeding to the analysis. Cleaning the data set from 

missing values, as discussed widely in the previous section, aims to ensure the 

data is more suitable for multivariate analysis. However, this is not sufficient to 

gain robust and successful multilevel analysis. To clarify, the multivariate 

analysis entails complex relationship between various variables therefore any 

violation for basic assumptions may detriment analysis or produce distorted or 

biased results. Therefore, before pursuing and further advanced multivariate 

analysis, the following discusses briefly the fundamental assumptions that are 

required to be met.  

As highlighted above, it is essential to examine the data in multilevel study to 

ensure that underlying assumptions have been satisfied. In the current section, 

it presents assessment for normality and detection for any potential outliers in 

level 1 variables. In specific, individual responses for OCB-I, OCB-O and 

turnover will be tested. Furthermore, before aggregation the HR practices and 

organisational culture variables to level 2, it will be assessed as well. Likewise, 
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and before running the multilevel model, all level two variables will be 

examined and then multicollinearity will be tested.  

5.4.1 Outliers  

Outliers refer to observations that have been identified clearly as unique and 

different than other combinations of observations. What makes uniqueness is 

when values are markedly high or low than other usual variables across the 

sample. It is necessary to evaluate the effect of extravagant outlier in 

inferential results (Hair et al., 2010). It is necessary to evaluate outlier effect on 

the result with considering the context of the analysis.  

Outliers identification could be accomplished by univariate detection or 

multivariate detection methods (Hair et al., 2010). In the current study, the 

former had been adopted initially then the later one. Univariate detection 

entails screening the observations in a specific variable to identify abnormal 

high or low values from the average distribution. In individual level, all single 

scale in the employee questionnaire had been examined. In specific, the total 

of 54 items had been converted to standardized format to facilitate 

comparison between all variables. Tabachnick and Fidell (2014) suggest that 

any large standardized scores more than 3.29 (p < .001) would be considered 

as potential outliers. By such, no variables had excessive scores were detected. 

In organisational level (level two), the 46 total scales for all variables had been 

scanned and only one case had been detected was in HCAP in response of 

manager ID n. 92. This issue aroused the attention of the researcher and the 

original answer had been checked. It had been found that it was entry error 

and the correct value had been attained. Based on that, from univariate 

detection method had been described above, no outliers in the data set. 

Likewise, the multivariate detection method concludes the same results and no 

outliers had been detected in all variables and therefore all cases in level one 

and level two are attained for the further analysis.  
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5.4.2 Normality 

One of the most assumptions that need to be checked is normality, which 

refers to the shape of data is normally distributed for a specific variable. The 

normality is assessed by graphical and/or statistical methods (Tabachnick and 

Fidell, 2014). One of the most robust visual measure for normality is the 

normal probability plot. Statistically, to describe the normality, it is usually 

used two measures: skewness and kurtosis (Hair et al., 2010). Skewness 

describes the balance of distribution whether the data shifted to one side 

either left as positive skewed or right as negative skewed or symmetrical in 

both sides. Positive skewness indicates that most values less than mean while 

negative skewness indicates that most values are greater than mean (Kline, 

2015). Kurtosis denotes to the degree of peakedness or flatness of distribution 

the data comparing to normal distribution. The skewness measurement could 

be calculated according to following formula (Hair et al., 2010, p. 81): 

𝑧𝑧𝑠𝑠𝑠𝑠𝑠𝑠𝑤𝑤𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 =
skewness

�6
𝑁𝑁

 

Where N is the sample size. In terms of kurtosis, it is measured by the 

following formula: 

𝑧𝑧𝑠𝑠𝑘𝑘𝑘𝑘𝑘𝑘𝑘𝑘𝑠𝑠𝑘𝑘𝑠𝑠 =
kurtosis

�6
𝑁𝑁

 

The z score should not exceed the normal critical value. If it exceed it, then the 

distribution is described as nonnormal. The critical value of ±2.58 is most 

widely used (Hair et al., 2010). In case of nonnormality distribution, there are 

some remedies for such situation and the data may be transformed specifically 

before pursuing the advanced multivariate analysis.  

As shown in the introduction of section 5.4.; the normality test needs to be 

examined for all variables. By using functions of IBM SPSS FREQUENCIES and 

EXPLORE, the results presented in Table 5.9. The results show that all variables 

are not normally distributed. For instance, motivation-enhancing practices 

scores were not normally distribution with a skewness of .301 (standard error 

= .075) and kurtosis of -1.166 (standard error = .149). This means this 
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particular variable has negatively skewedness according to the above equation 

where z-score for skewness is:   

𝑧𝑧𝑠𝑠𝑠𝑠𝑠𝑠𝑤𝑤𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 =
. 301
. 075

= 4.013 

Another dedicated tests for normality is Kolmogorov-Smirnov and Shapiro-Wilk. 

Since all these two tests are significant where values are less than .05 (p < .05 

level), it denotes that not all variables are normal distributed in the current 

data set.  

Nevertheless, some warn that these type of tests are sensitive in large samples 

(as the case in this study) (Hair et al., 2010). These tests used to be significant 

in large samples while departure from normality is not that much (slightly 

small) (Field, 2013). Many assert that large sample size could work to decrease 

any detrimental effect of nonnmorality in the data while sample size with 50 or 

less, for instance, its nonnormlaity could have considerable impact on the 

results (Hair et al., 2010). This is because the standard errors of the tests 

(skewness and kurtosis) decreases with larger samples. Therefore, it is 

suggested to look beyond the statistical results to the graphical plots to assess 

departure from normality. 

Having said that, however, the impact of departure from normality is diminish 

any way comparing with the actual sample size and visual  appearance of 

distribution graphs and Q-Q plots (Tabachnick and Fidell, 2014). In large 

sample sizes, the impact of nonnormality on results may considered negligible 

and in turn ‘the researcher could be less concerned about nonnormal variables’ 

(Hair et al., 2010, p. 81). In other words, in large samples, the skewness is not 

as important as its actual size. Tabachnick and Fidell (2014) urge that 

assumption of normality could be evaluated based on sampling distribution of 

mean and the Central Limit Theorem predicts normality in larger samples. 

Based on the above discussion, the researcher opt not to apply any 

transformation remedies. 

 

Table 5.9: Normality Test for the Study Variables 
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Skewness Kurtosis 

Statistic Std. Error Statistic Std. Error 

Skill-enhancing HR Practices .171 .075 -1.052 .149 

Motivation-enhancing HR Practices .301 .075 -1.166 .149 

Empowerment-enhancing HR 

Practices 

.149 .075 -1.089 .149 

Employee's Competitive Culture -.377 .075 -.268 .149 

Employee's Innovative Culture -.444 .075 -.539 .149 

Employee's Bureaucratic Culture -.568 .075 -.496 .149 

Employee's Community Culture -.343 .075 -.804 .149 

OCB-I -1.029 .075 .722 .149 

OCB-O -.948 .075 .386 .149 

Turnover Intentions -.003 .075 -1.180 .149 

 

  

5.5 Aggregation 

For aggregation of individual level variables at organisation level, the 

subsequent procedure was taken following the two way-phase methodology 

suggested by Katou et al. (2014). First, the individual level variables was 

composed by taken the average items constitute the scale. For instance, 

competitive culture variables was developed using the average of four items 

scale in the questionnaire. Accordingly, it is ensured that all variables have 

internal consistency with Cronbach’s alpha (α) are higher than .70. Second, the 

composed individual level variables were aggregated at the organisational 

level. To justify aggregation process, the following aggregation statistics had 

been used: within group interrater agreement measure 𝑟𝑟𝑤𝑤𝑤𝑤 (James et al., 1984) 

and two interrater reliability the intra-class correlation coefficients (ICC1 and 

ICC2) (Klein and Kozlowski, 2000; LeBreton and Senter, 2008). While the 

former (IRA) insists the interchangeably between individual ratings provided, 

the later (IRR) emphasises the consistency among multiple raters’ judgements 

(Biemann et al., 2012).  

Accordingly, the above tests had been used to justify aggregation based on 

assessment of homogeneity among individuals (within groups/organisations) 



Chapter 5 

176 

 

and each of these tests has distinctive as well as complementary purpose for 

justification of the aggregation procedure. In specific, the index 𝑟𝑟𝑤𝑤𝑤𝑤 assesses 

the consensus, agreement, and within group variability in specific group for 

specific variable (Dixon and Cunningham, 2006; Biemann et al., 2012). If the 

variability among group is substantially small, then 𝑟𝑟𝑤𝑤𝑤𝑤 suggests aggregation 

of individual variables is appropriate. As rule of thumb, if the mean of 𝑟𝑟𝑤𝑤𝑤𝑤 

exceeds .70 then the aggregation is justifiable although the cut-off threshold 

had been recently questioned (LeBreton and Senter, 2008). However, some 

cautious that interrater agreement 𝑟𝑟𝑤𝑤𝑤𝑤 index precisely evaluates variability 

within group and not variability within versus between groups as other 

remaining measures do (i.e. ICC(1) and ICC(2)). In the current study, where its 

design is multilevel, the between-group variability has the most considerable 

implications. Therefore, and for this specific design of the study,  it is 

acknowledged that the 𝑟𝑟𝑤𝑤𝑤𝑤 index are less useful (Biemann et al., 2012). 

Accordingly, the 𝑟𝑟𝑤𝑤𝑤𝑤 index are not the sole measure for assessing to justify the 

aggregation. 

The intraclass correlation (1) or ICC(1) shows whether ratings from individuals 

in a specific group are interchangeable where a one rater could represent other 

raters within the group. It aims mainly to presents assessment for variability in 

measuring variable within group versus between group. The ICC(1) is mainly 

interpreted as an assessment of effect size which denotes to the extent that 

individual evaluations are attributable to group membership. To be specific, 

some might consider values of .01, .05 and .25 as small, medium and large 

effects correspondingly (LeBreton and Senter, 2008). It is commonly conclude 

that the ICC(1) justifies the aggregation when the 𝐹𝐹 test is significant. The 

intraclass correlation (2) or ICC(2) estimates the reliability of group means. It is 

like other reliability tests, such as Cronbach’s alpha (α), it is considered reliable 

when they equal or exceed 0.70. In general, ICC(2) will be high if the variability 

between groups are large, the group sizes in the sample are large or both 

(Klein and Kozlowski, 2000). In any how, in multilevel studies, ICC(2) is 

considered as the best reliability statistic for the aggregation and the 

recommended cut-off is 0.60 (Glick, 1985).  
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Based on that, to assess whether there was a statistical significance in the HR 

practices scores across the participated companies the one-way analysis of 

variance (ANOVA) was conducted (Bliese, 2000; LeBreton and Senter, 2008). 

This test is used widely in many studies in literature, Takeuchi et al. (2009) and 

Dunlop and Lee (2004) for instance, to provide statistical justification for the 

aggregation by determining whether there was significance variance between-

group than within-groups. As suggested by Bliese (2000, p. 355), the ICC(1) 

and ICC(2) were calculated by using the following formula: 

𝐼𝐼𝐼𝐼𝐼𝐼(1) =
𝑀𝑀𝑀𝑀𝑀𝑀 −𝑀𝑀𝑀𝑀𝑀𝑀

𝑀𝑀𝑀𝑀𝑀𝑀 + [(𝑘𝑘 − 1) ∗ 𝑀𝑀𝑀𝑀𝑀𝑀]
 

 

𝐼𝐼𝐼𝐼𝐼𝐼(2) =
𝑀𝑀𝑀𝑀𝑀𝑀 −𝑀𝑀𝑀𝑀𝑀𝑀

𝑀𝑀𝑀𝑀𝑀𝑀
 

Where 𝑀𝑀𝑀𝑀𝑀𝑀 is the between-group mean square, 𝑀𝑀𝑀𝑀𝑀𝑀 is the within-group mean 

square, and 𝑘𝑘 is the group size.  

For the skill-enhancing HR practices, the ICC(1) were calculated by using the 

above formula and found to be 0.17 which is at the acceptable range and the 

ICC(2) was 0.70 which also exceeds the threshold (Bliese, 2000; LeBreton and 

Senter, 2008). For the motivation-enhancing HR practices, the ICC(1) was found 

to be 0.27 and the ICC(2) was 0.80. In terms of the empowerment-enhancing 

HR practices ICC(1) was 0.17 and the ICC(2) was found to be 0.69. To provide 

further support for these findings, and following the recommendations from 

Bliese (2000), the 𝐹𝐹 test had been conducted for validating the appropriateness 

of the aggregation. The ANOVA test shows that the skill-enhancing 

(𝐹𝐹(97, 980) =  3.364,𝑝𝑝 <  .0005), motivation-enhancing (𝐹𝐹(97, 980) =  5.067,𝑝𝑝 <

 .0005), and empowerment-enhancing HR practices (𝐹𝐹(97, 980) =  3.175,𝑝𝑝 <

 .0005) were all statistically significantly different for the different 

organisations. Table 5.10 shows the results of ANOVA test for the three HR 

systems. 

 

Table 5.10: The one-way analysis of variance (ANOVA) for HR Systems 

 Sum of Squares df Mean Square F Sig. 
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Skill-enhancing HR 

Practices 

Between Groups 24.496 97 .253 3.364 .000 

Within Groups 73.567 980 .075   

Total 98.063 1077    

Motivation-enhancing 

HR Practices 

Between Groups 41.368 97 .426 5.067 .000 

Within Groups 82.483 980 .084   

Total 123.851 1077    

Empowerment-

enhancing HR Practices 

Between Groups 25.654 97 .264 3.175 .000 

Within Groups 81.621 980 .083   

Total 107.275 1077    

 

 

In terms of organisational culture, and following the recommendations of Van 

den Berg and Wilderom (2004), the four measures of organisation culture types 

were articulated in a way to facilitate aggregation (see section 4.2.1.2). 

Specifically, the respondents were asked to what extent they perceive a specific 

behaviour that occurring in their immediate workplace environment. One 

example was ‘to what extent does your company place a high priority on the 

following?: This company is oriented towards competitors. This company is 

dynamic and entrepreneurial’.  In turn, the respondents based on having deep 

knowledge and experience, provided responses that could be represent the 

shared concept and organisation level attribute rather than merely individual 

experience construct (Schneider et al., 2013). In other words, collection (or 

bundles) of routines or behavioural features may ‘send a signal about the 

imperatives of a given setting’ and create organisation facets since it is tightly 

coupled rather than taken isolated (Schneider et al., 2005, p. 1018). 

Accordingly, in order to provide justification for aggregation, the statistical 

tests conducted to show that individual perceptions represent shared 

constructs at organisation level. 
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Before providing justification for aggregation of organisation culture types, it is 

essential to highlight that the absolute standard for 𝑟𝑟𝑤𝑤𝑤𝑤 (>.70) has been 

vigorously challenged in recent years by a number of writers.  For instance, 

Biemann et al. (2012) and LeBreton and Senter (2008) challenged the widely 

held view for the cut-off value for 𝑟𝑟𝑤𝑤𝑤𝑤 by showing considerable variations 

between researchers and inconsistencies between researchers in reporting 

values for justification the aggregation. Therefore, in order to provide 

consistency in multilevel studies, it is suggested that ‘a researcher should 

consider the interrater agreement of: “lack of agreement”=.00 to .30; “weak 

agreement”=.31 to .50; “moderate agreement”=.51 to .70; “strong 

agreement”=.71 to .90, and; “very strong agreement”=.91 to 1.00’ (Biemann et 

al., 2012, p. 73). 

For the organisational culture, the interrater agreement index 𝑟𝑟𝑤𝑤𝑤𝑤 was 

calculated for the four culture types. The mean 𝑟𝑟𝑤𝑤𝑤𝑤 was .68, .55, .60 and .43 

for competitive, innovative, bureaucratic and community culture types 

respectively. Furthermore, the two intraclass correlations are calculated for the 

four types of culture. The ICC(1) values for the first three culture types were 

.19 and for the last culture type was .15. The ICC(2) values were .74, .73, .73 

and .68 for the competitive, innovative, bureaucratic and community culture 

types respectively. The 𝐹𝐹  tests associated with the ICCs values were 

statistically significant; (𝑝𝑝 <  .0005). Based on that, the above results of 𝑟𝑟𝑤𝑤𝑤𝑤 and 

ICCs for organisation culture types provide empirical justification and support 

for aggregation to the organisation level. Table 5.11 below shows the ANOVA 

test for the four organisation culture types. 

 
Table 5.11: the one-way analysis of variance (ANOVA) for Organisation Culture 

Types 

 Sum of Squares df Mean Square F Sig. 

Employee's Competitive 

Culture 

Between Groups 498.492 97 5.139 3.651 .000 

Within Groups 1379.400 980 1.408   

Total 1877.892 1077    
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Employee's Innovative 

Culture 

Between Groups 629.930 97 6.494 3.579 .000 

Within Groups 1778.207 980 1.814   

Total 2408.137 1077    

Employee's 

Bureaucratic Culture 

Between Groups 627.001 97 6.464 3.580 .000 

Within Groups 1769.437 980 1.806   

Total 2396.437 1077    

Employee's Community 

Culture 

Between Groups 613.887 97 6.329 3.006 .000 

Within Groups 2062.937 980 2.105   

Total 2676.824 1077    

 

The similar findings for Organisation-Citizenship Behaviour variables. The 

interrater agreement index 𝑟𝑟𝑤𝑤𝑤𝑤 and the two intraclass correlations were 

calculated for OCB-I and OCB-O. The results show that the mean 𝑟𝑟𝑤𝑤𝑤𝑤 were  0.83 

and 0.62, the ICC(1) values were 0.13 and 0.11 and ICC(2) values were 0.65 

and 0.60 for OCB-I and OCB-O respectively. The 𝐹𝐹  tests associated with the 

ICCs values were statistically significant; (𝑝𝑝 <  .0005). Accordingly, these results 

of 𝑟𝑟𝑤𝑤𝑤𝑤 and ICCs for OCB dimensions provide rigorous justification and support 

for aggregation to the organisation level. Table 5.12 below shows the ANOVA 

test for OCB-I and OCB-O. 

 
Table 5.12: the one-way analysis of variance (ANOVA) for OCB-I and OCB-O 

 Sum of Squares df Mean Square F Sig. 

OCB-I Between Groups 294.142 97 3.032 2.680 .000 

Within Groups 1108.822 980 1.131   

Total 1402.964 1077    

OCB-O Between Groups 387.822 97 3.998 2.396 .000 
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Within Groups 1635.047 980 1.668   

Total 2022.870 1077    

 

The above results are comparable to the other multilevel studies in literature 

(e.g. Nishii et al., 2008; Aryee et al., 2012; Kehoe and Wright, 2013). These 

values suggest that skill-enhancing, motivation-enhancing, and empowerment-

enhancing HR practices as well as competitive culture, innovative culture, 

bureaucratic culture and community culture were all supported to be 

aggregated to the organisation level. The results show highly agreement 

within-groups and considerable variability between-groups (Bliese, 2000). It is 

crucial to highlight the attempt to reduce the possibility of the common 

method variance. A separate section provides specific details in this issue.  

After the aggregation is justified, the correlation between managers and 

employees evaluation for all the three HR practices and the four organisation 

culture types were conducted. The same approach had been adopted in other 

studies (e.g. Gardner et al., 2011; Van De Voorde and Beijer, 2015). There was 

a moderate positive correlation between HR managers and employees’ 

evaluations for SKLHR (𝑟𝑟 = .327), and a small positive correlation for MTVHR 

(𝑟𝑟 = .210). In terms of EMPHR, there was small correlation (𝑟𝑟 = .053). Based on 

the above results, the correlation between HR managers and employees in their 

perceptions for the three HR systems indicate consistency in their responses.  

In terms of organisation culture types, there were strong positive correlation 

between HR managers and employees’ evaluation for competitive (𝑟𝑟 = .515), 

innovative (𝑟𝑟 = .511) and bureaucratic culture (𝑟𝑟 = .512). There was a moderate 

positive correlation for community culture (𝑟𝑟 = .479). Accordingly, the results 

show that HR managers and employees in this study evaluate the four types of 

organisation culture in a consistent way. Therefore, the aggregated data for 

organisation culture will be used in the subsequent analysis to test the 

hypothesis. The practical implications for such consistency between HR 

managers and employees will be discussed in the conclusion chapter.  
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5.6 Multivariate Analysis of Variance (MANOVA) 

Multivariate analysis of variance (MANOVA) is a dependence technique working 

to measure the differences between two or more dependent variables based on 

categorical independent variables. MANOVA aims to measure the differences 

between groups across multiple dependent variables simultaneously while 

analysis of variance (ANOVA) investigates only one dependent variable. The 

demographic variables are utilising for MANOVA are: gender, age, education 

level and tenure.  

When applying MANOVA test, it is necessary to ensure that the data meets 

some crucial assumptions (Hair et al., 2010). First, it should not be any 

univariate and multivariate outliers in dependent variables for each group of 

demographic variables. Second, the most serious assumption is the 

independence among observations where all observations are independent and 

there is no relationships between them at the same group of the independent 

variables. In other words, the data has different participant in each 

demographic group. Third, the multicollinearity should not be high between 

dependent variables which may indicate redundancy between dependent 

measures. Fourth, there should be linear relationship between dependent 

variables in each group of independent variables. Fifth, there should be 

equivalence of variance-covariance matrices for each group. In MANOVA, the 

homogeneity could be tested by running the Box’s M test. Sixth, there are 

homogeneity of variance between groups of independent (demographic) 

variables for each dependent variable. For testing this assumption, Levene's 

test of equality of variances could be utilised. All of these assumption will be 

examined through conducting MANOVA test.   

5.6.1 Multivariate Analysis of Variance (MANOVA) for Gender 

Before conducting MANOVA analysis for gender, the assumptions need to be 

checked first. To determine whether the data has outliers, the boxplots for 

each HR variables (skill-enhancing, motivation-enhancing and empowerment-

enhancing HR practices) for each group of gender (i.e. male and female). By 

inspection of a boxplot for any potential outliers, it is concluded that there are 
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no univariate outliers in the data. In terms of the multivariate outliers, it really 

needs to check whether any unusual outliers in combination of values of HR 

practices. To do so, a measure called Mahalanobis distance was calculated to 

determine any potential case (employee) might be a multivariate outlier. This 

measure could be calculated as part of running regression analysis in SPSS. The 

largest value for Mahalanobis distance was 14.4. By comparing the chi-square 

(𝑥𝑥2) distribution with the degree of freedom equal to the three HR practices 

results that the critical value is 16.27 according to Tabachnick and Fidell 

(2014). therefore, it can be concluded that there is no multivariate outliers in 

this data set. 

To detect multicollinearity between dependent variables (HR practices), Pearson 

correlation coefficient between variables is used. The result shows no 

multicollinearity between HR practices as assessed by Pearson correlation (𝑟𝑟 =

.463 𝑎𝑎𝑛𝑛𝑎𝑎 .455,𝑝𝑝 = .000) between SKLHR with MTVHR and EMPHR respectively and 

(𝑟𝑟 = .528,𝑝𝑝 = .000) between MTVHR and EMPHR.  

By running the MANOVA test and before provide interpretation for the results, 

some other crucial assumptions have been checked as well. In specific, the 

MANOVA requires a minimum cases (participants) in each group of 

independent variables (gender) based on the number of dependent variables 

(Hair et al., 2010). The analysis (Table 5.13) shows that there is sufficient 

number in each group; 643 males and 435 females. So, the assumption of 

sample size is satisfied.  

 

Table 5.13: Between-Subjects Factors - Gender 

 Value Label N 

Employee's gender .0 Male 643 

1.0 Female 435 

 

 A further assumption is the equality of variance-covariance matrices which can 

be tested by conducting the Box’s M test and the results shown on the Table 

5.14. The result shows that there are homogeneity of variance-covariance 

matrices. The Sig. value is not significant (𝑝𝑝 = .205) which indicates the 
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equivalence variance-covariance matrices across the gender groups. So, the 

homogeneity assumption is not violated.    

  

Table 5.14: Box’s Test of Equality of Covariance Matricesa - Gender 

Box's M 8.506 

F 1.413 

df1 6 

df2 5879236.436 

Sig. .205 

Tests the null hypothesis 

that the observed 

covariance matrices of the 

dependent variables are 

equal across groups. 

a. Design: Intercept + 

gender 

 

The MANOVA assumes homogeneity of variances between the groups of 

gender for each HR practices. This assumption could be assessed by using 

Levene's Test of Equality of Error Variances. The Table 5.15 shows that all Sig 

values are not statistically significant (𝑝𝑝 > .05) and this indicates that the 

variances are equal. In other words, there are homogeneity of variances and 

the assumption is met.   

 

Table 5.15: Levene's Test of Equality of Error Variancesa - Gender 

 F df1 df2 Sig. 

Skill-enhancing HR  7.272 1 1076 .007 

Motivation-enhancing HR  1.260 1 1076 .262 
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Empowerment-enhancing HR  4.831 1 1076 .028 

Tests the null hypothesis that the error variance of the dependent variable is equal across 

groups. 

a. Design: Intercept + gender 

 

The general linear model (GLM) was used to estimate statistical tests for 

MANOVA in the current study. To test the significance of the difference 

between groups, there are many different multivariate statistics are shown in 

the Table 5.16. In the current study, Wilks' Lambda (Λ) test is significant (𝑝𝑝 =

.000) which indicates that there is a statistical significance differences between 

the gender groups on the combined HR practices variables, 𝐹𝐹(3, 1074)  =

 9.007,𝑝𝑝 <  .0005;  𝑀𝑀𝑊𝑊𝑊𝑊𝑘𝑘𝑊𝑊′ 𝛬𝛬 =  .975;  𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .025.  

 
Table 5.16: Multivariate Testsa - Gender 

Effect Value F 

Hypothesis 

df Error df Sig. 

Partial Eta 

Squared 

Intercept Pillai's Trace .736 998.800b 3.000 1074.000 .000 .736 

Wilks' Lambda .264 998.800b 3.000 1074.000 .000 .736 

Hotelling's Trace 2.790 998.800b 3.000 1074.000 .000 .736 

Roy's Largest 

Root 

2.790 998.800b 3.000 1074.000 .000 .736 

gender Pillai's Trace .025 9.007b 3.000 1074.000 .000 .025 

Wilks' Lambda .975 9.007b 3.000 1074.000 .000 .025 

Hotelling's Trace .025 9.007b 3.000 1074.000 .000 .025 

Roy's Largest 

Root 

.025 9.007b 3.000 1074.000 .000 .025 

a. Design: Intercept + gender 

b. Exact statistic 
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To determine which dependent variable (from HR practices) contribute 

significantly for MANOVA, a one-way ANOVA for each variable are run. The 

results of univariate test shows in the Table 5.17 which contains the test of 

between subject effects. This shows that employees perception for skill-

enhancing HR practices 𝐹𝐹(1, 1076)  =  11.716,𝑝𝑝 <  .0005;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .011 and 

motivation-enhancing HR practices 𝐹𝐹(1, 1076)  =  22.476,𝑝𝑝 <  .0005;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =

 .020 are significantly different between employees from the different gender 

groups. 

 
Table 5.17: Tests of Between-Subjects Effects - Gender 

Source Dependent Variable 

Type III 

Sum of 

Squares df 

Mean 

Square F Sig. 

Partial Eta 

Squared 

Corrected 

Model 

Skill-enhancing HR  1.056a 1 1.056 11.716 .001 .011 

Motivation-enhancing HR  2.534b 1 2.534 22.476 .000 .020 

Empowerment-enhancing HR  .232c 1 .232 2.334 .127 .002 

Intercept Skill-enhancing HR  177.466 1 177.466 1968.452 .000 .647 

Motivation-enhancing HR  193.158 1 193.158 1713.186 .000 .614 

Empowerment-enhancing HR  213.339 1 213.339 2144.493 .000 .666 

gender Skill-enhancing HR  1.056 1 1.056 11.716 .001 .011 

Motivation-enhancing HR  2.534 1 2.534 22.476 .000 .020 

Empowerment-enhancing HR  .232 1 .232 2.334 .127 .002 

Error Skill-enhancing HR  97.007 1076 .090    

Motivation-enhancing HR  121.317 1076 .113    

Empowerment-enhancing HR  107.043 1076 .099    

Total Skill-enhancing HR  287.920 1078     
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Motivation-enhancing HR  333.444 1078     

Empowerment-enhancing HR  331.694 1078     

Corrected 

Total 

Skill-enhancing HR  98.063 1077     

Motivation-enhancing HR  123.851 1077     

Empowerment-enhancing HR  107.275 1077     

a. R Squared = .011 (Adjusted R Squared = .010) 

b. R Squared = .020 (Adjusted R Squared = .020) 

c. R Squared = .002 (Adjusted R Squared = .001) 

 

5.6.2 Multivariate Analysis of Variance (MANOVA) for Age 

A one-way multivariate analysis of variance (MANOVA) was run to determine 

the effects of participants’ age one their perceptions of existence of HR 

practices in the service sector in Saudi Arabia. The basic assumptions have 

been checked before proceeding as discussed in the above section (Section 

5.6.1). The Table 5.18 shows the sample size for each age group. 

 

 
Table 5.18: Between-Subjects Factors - Age 

 Value Label N 

Employee's age 1.0 15-24 145 

2.0 25-34 594 

3.0 35-44 230 

4.0 45-54 81 

5.0 55-64 28 
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The Table 5.19 presents the results for multivariate test for homoscedasticity. 

The Box’s test indicates that it is not statistically significant (𝑝𝑝 =  .739). 

Accordingly, homogeneity of variance-covariance matrices assumption is met.  

 

Table 5.19: Box’s Test of Equality of Covariance Matricesa - Age 

Box's M 19.570 

F .802 

df1 24 

df2 67154.316 

Sig. .739 

Tests the null hypothesis 

that the observed 

covariance matrices of 

the dependent variables 

are equal across groups. 

a. Design: Intercept + age 

 

For univariate test of homoscedasticity, the Levene's test of equality of error 

variances (Table 5.20) shows that all HR practices show non-significant results 

which confirms the equal variances between the groups of the age for each 

dependent variables (HR practices).   

 

Table 5.20: Levene's Test of Equality of Error Variancesa - Age 

 F df1 df2 Sig. 

Skill-enhancing HR Practices .920 4 1073 .451 

Motivation-enhancing HR Practices 1.436 4 1073 .220 

Empowerment-enhancing HR Practices 1.768 4 1073 .133 
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Tests the null hypothesis that the error variance of the dependent variable is equal 

across groups. 

a. Design: Intercept + age 

 

Interpretation for the MANOVA test with three or more groups of an 

independent variable, needs to consider two steps. First, examining the effect 

of independent variable (age) on the combined dependent variables (HR 

practices). Then, by univariate test, identifying the differences between 

individual groups for each dependent variable. The main result for the 

MANOVA test for age groups is shown in Table 5.21. In specific, Wilk’s Lambda 

is significant (𝑝𝑝 =  .001) indicating that there was a statistically significant 

difference between the age groups on the combined dependent variables (HR 

practices), 𝐹𝐹(12, 2833.891)  =  2.681,𝑝𝑝 <  .0005;  𝑀𝑀𝑊𝑊𝑊𝑊𝑘𝑘𝑊𝑊′ 𝛬𝛬 =  .971;  𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .010. 

 

Table 5.21: Multivariate Testsa - Age 

Effect Value F 

Hypothesis 

df Error df Sig. 

Partial Eta 

Squared 

Intercept Pillai's Trace .530 402.023b 3.000 1071.000 .000 .530 

Wilks' Lambda .470 402.023b 3.000 1071.000 .000 .530 

Hotelling's Trace 1.126 402.023b 3.000 1071.000 .000 .530 

Roy's Largest Root 1.126 402.023b 3.000 1071.000 .000 .530 

age Pillai's Trace .030 2.672 12.000 3219.000 .001 .010 

Wilks' Lambda .971 2.681 12.000 2833.891 .001 .010 

Hotelling's Trace .030 2.687 12.000 3209.000 .001 .010 

Roy's Largest Root .023 6.230c 4.000 1073.000 .000 .023 

a. Design: Intercept + age 

b. Exact statistic 

c. The statistic is an upper bound on F that yields a lower bound on the significance level. 
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In addition, the univariate test aims to determine which dependent variable 

contribute significantly to MANOVA. The test shows that for each HR practices 

variables (when considered individually) have no significant main effects. Table 

5.22 highlights that there was not statistically significant differences in HR 

practices scores between employees from different age groups, SKLHR was 

𝐹𝐹(4, 1073) =  1.454,𝑝𝑝 =  .214;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .005, MTVHR was 𝐹𝐹(4, 1073) =  1.879,𝑝𝑝 =

 .112;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .007, and EMPHR was 𝐹𝐹(4, 1073) =  2.243,𝑝𝑝 =  .063;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =

 .008. because this test of ANOVA is not statistically significant (𝑝𝑝 >  .05), no 

need for following up with a post hoc test.   

 

Table 5.22: Tests of Between-Subjects Effects - Age 

Source Dependent Variable 

Type III 

Sum of 

Squares df 

Mean 

Square F Sig. 

Partial 

Eta 

Squared 

Corrected 

Model 

Skill-enhancing HR  .529a 4 .132 1.454 .214 .005 

Motivation-enhancing HR  .861b 4 .215 1.879 .112 .007 

Empowerment-enhancing HR  .890c 4 .222 2.243 .063 .008 

Intercept Skill-enhancing HR  69.796 1 69.796 767.847 .000 .417 

Motivation-enhancing HR  82.582 1 82.582 720.469 .000 .402 

Empowerment-enhancing HR  86.954 1 86.954 877.013 .000 .450 

age Skill-enhancing HR  .529 4 .132 1.454 .214 .005 

Motivation-enhancing HR  .861 4 .215 1.879 .112 .007 

Empowerment-enhancing HR  .890 4 .222 2.243 .063 .008 

Error Skill-enhancing HR  97.534 1073 .091    

Motivation-enhancing HR  122.990 1073 .115    

Empowerment-enhancing HR  106.386 1073 .099    
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Total Skill-enhancing HR  287.920 1078     

Motivation-enhancing HR  333.444 1078     

Empowerment-enhancing HR  331.694 1078     

Corrected 

Total 

Skill-enhancing HR  98.063 1077     

Motivation-enhancing HR  123.851 1077     

Empowerment-enhancing HR  107.275 1077     

a. R Squared = .005 (Adjusted R Squared = .002) 

b. R Squared = .007 (Adjusted R Squared = .003) 

c. R Squared = .008 (Adjusted R Squared = .005) 

 

5.6.3 Multivariate Analysis of Variance (MANOVA) for Education Level 

Table 5.23 provides a summary for number of participants with their level of 

education. This shows that the number of participants in each group is higher 

the number of dependent variables (i.e. HR practices).  

 

Table 5.23: Between-Subjects Factors - Education Level 

 Value Label N 

Employee's education 1.0 Secondary school or less 97 

2.0 Diploma 136 

3.0 Technical/vocational training 37 

4.0 Bachelor’s Degree 721 

5.0 Master’s Degree 69 

6.0 Doctorate Degree 18 
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The Box's Test of Equality of Covariance Matrices (Table 5.24) shows that it is 

not significant (𝑝𝑝 =  .932). The no significance of this test is an indication of the 

equivalence of variance-covariance matrices. All the three HR practices and the 

three correlations and six covariances are all tested for equality across the 

education groups. The Bix’s test confirm that the assumption of homogeneity 

of variance-covariance matrices is justified.  

 

Table 5.24: Box’s Test of Equality of Covariance Matricesa  - Education Level 

Box's M  19.917 

F  .646 

df1  30 

df2  36945.305 

Sig.  .932 

 Tests the null hypothesis 

that the observed 

covariance matrices of 

the dependent variables 

are equal across groups. 

 a. Design: Intercept + 

educat 

 

To test the assumption of equal variances between groups of education level 

for each HR practices, the Levene's Test of Equality of Error Variances was used 

and the result is shown in Table 5.25. The test shows that it is not significant 

and therefore it indicates to equal variances between groups of education level.  

 

Table 5.25: Levene's Test of Equality of Error Variancesa - Education Level 

 F df1 df2 Sig. 



  Chapter 5 

193 

Skill-enhancing HR Practices .521 5 1072 .761 

Motivation-enhancing HR Practices 1.524 5 1072 .179 

Empowerment-enhancing HR Practices .712 5 1072 .614 

Tests the null hypothesis that the error variance of the dependent variable is equal 

across groups. 

a. Design: Intercept + educat 

 

The aim of the one-way MANOVA is to determine whether the groups of 

education level is statistically significant in terms of HR practices and to 

determine where any differences of groups lie. For the former, Table 5.26 

revealed that there was a statistical significant differences between education 

level groups, 𝐹𝐹(15, 2954.2)  =  3.064,𝑝𝑝 <  .0005;  𝑀𝑀𝑊𝑊𝑊𝑊𝑘𝑘𝑊𝑊′ 𝛬𝛬 =  .958;  𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =

 .014.   

 

Table 5.26: Multivariate Testsa - Education Level 

Effect Value F 

Hypothesis 

df Error df Sig. 

Partial Eta 

Squared 

Intercept Pillai's Trace .509 369.869b 3.000 1070.000 .000 .509 

Wilks' Lambda .491 369.869b 3.000 1070.000 .000 .509 

Hotelling's Trace 1.037 369.869b 3.000 1070.000 .000 .509 

Roy's Largest Root 1.037 369.869b 3.000 1070.000 .000 .509 

educat Pillai's Trace .042 3.047 15.000 3216.000 .000 .014 

Wilks' Lambda .958 3.064 15.000 2954.200 .000 .014 

Hotelling's Trace .043 3.079 15.000 3206.000 .000 .014 

Roy's Largest Root .034 7.323c 5.000 1072.000 .000 .033 

a. Design: Intercept + educat 

b. Exact statistic 
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c. The statistic is an upper bound on F that yields a lower bound on the significance level. 

 

Inspecting one-way ANOVA would assist to determine which dependent 

variables (HR practices) contribute to statistically significant MANOVA. The 

results in Table 5.27 show that there was a statistically significant differences 

in motivation-enhancing HR practices between participants from different 

education level groups 𝐹𝐹(5, 1072) =  7.137,𝑝𝑝 <  .0005;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .032. However, 

there was no significant differences in skill-enhancing HR practices 𝐹𝐹(5, 1072) =

 2.001,𝑝𝑝 =  .076;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .009 and empowerment-enhancing HR practices 

𝐹𝐹(5, 1072) =  2.553,𝑝𝑝 =  .026;𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .012. This indicates that that no 

differences among groups of education level in terms of their perceptions for 

skill-enhancing and empowerment-enhancing HR practices.  

 

Table 5.27: Tests of Between-Subjects Effects – Education Level 

Source Dependent Variable 

Type III Sum of 

Squares df 

Mean 

Square F Sig. 

Partial Eta 

Squared 

Corrected 

Model 

Skill-enhancing HR  .907a 5 .181 2.001 .076 .009 

Motivation-enhancing HR  3.990b 5 .798 7.137 .000 .032 

Empowerment-enhancing HR  1.262c 5 .252 2.553 .026 .012 

Intercept Skill-enhancing HR  58.944 1 58.944 650.377 .000 .378 

Motivation-enhancing HR  82.445 1 82.445 737.363 .000 .408 

Empowerment-enhancing HR  77.707 1 77.707 785.774 .000 .423 

educat Skill-enhancing HR  .907 5 .181 2.001 .076 .009 

Motivation-enhancing HR  3.990 5 .798 7.137 .000 .032 

Empowerment-enhancing HR  1.262 5 .252 2.553 .026 .012 

Error Skill-enhancing HR  97.157 1072 .091    
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Motivation-enhancing HR  119.861 1072 .112    

Empowerment-enhancing HR  106.013 1072 .099    

Total Skill-enhancing HR  287.920 1078     

Motivation-enhancing HR  333.444 1078     

Empowerment-enhancing HR  331.694 1078     

Corrected 

Total 

Skill-enhancing HR  98.063 1077     

Motivation-enhancing HR  123.851 1077     

Empowerment-enhancing HR  107.275 1077     

a. R Squared = .009 (Adjusted R Squared = .005) 

b. R Squared = .032 (Adjusted R Squared = .028) 

c. R Squared = .012 (Adjusted R Squared = .007) 

 

5.6.4 Multivariate Analysis of Variance (MANOVA) for Tenure 

Table 5.28 presents a summary for the sample size of the different groups of 

the employees current work tenure.   

 

 

 

 

Table 5.28: Between-Subjects Factors - Tenure 

 Value Label N 

Employee's current work 

tenure 

1.0 Under 2 years 444 

2.0 2-4 years 336 

3.0 5-10 years 205 
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4.0 11-20 years 67 

5.0 More than 21 years 26 

 

The assumption of the homogeneity of variance-covariance matrices was met. 

This assumption is assessed by the Box’s test of equality of covariance 

matrices and presented in the Table 5.29. The tests is not significant (𝑝𝑝 =  .209) 

which indicates that the variance-covariance matrices are equal.  

 
Table 5.29: Box’s Test of Equality of Covariance Matricesa  - Tenure 

Box's M 29.843 

F 1.221 

df1 24 

df2 54859.796 

Sig. .209 

Tests the null hypothesis 

that the observed 

covariance matrices of 

the dependent variables 

are equal across groups. 

a. Design: Intercept + 

curntwk 

 

Assumption of equal variances among group of employees’ tenure is essential 

in one-way MANOVA. The Levene's test of equality of error variances (Table 

5.30) was not significant (𝑝𝑝 =  .164 𝑎𝑎𝑛𝑛𝑎𝑎 𝑝𝑝 =  .276) for MTVHR and EMPHR 

respectively that indicates that the assumption of homogeneity of variances is 

met.  
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Table 5.30: Levene's Test of Equality of Error Variancesa - Tenure 

 F df1 df2 Sig. 

Skill-enhancing HR Practices 8.032 4 1073 .000 

Motivation-enhancing HR Practices 1.631 4 1073 .164 

Empowerment-enhancing HR Practices 1.280 4 1073 .276 

Tests the null hypothesis that the error variance of the dependent variable is 

equal across groups. 

a. Design: Intercept + curntwk 

 

The Wilks Lambda value 𝐹𝐹(12, 2833.891) =  3.134,𝑝𝑝 <  .0005;  𝑀𝑀𝑊𝑊𝑊𝑊𝑘𝑘𝑊𝑊′𝛬𝛬 =

 .966;  𝑝𝑝𝑎𝑎𝑟𝑟𝑝𝑝𝑊𝑊𝑎𝑎𝑊𝑊 𝜂𝜂2 =  .012 shows (in Table 5.31) that there is statistically 

significant differences between groups of tenure for the three HR practices. 

 

Table 5.31: Multivariate Testsa - Tenure 

Effect Value F 

Hypothesis 

df Error df Sig. 

Partial Eta 

Squared 

Intercept Pillai's Trace .538 414.982b 3.000 1071.000 .000 .538 

Wilks' Lambda .462 414.982b 3.000 1071.000 .000 .538 

Hotelling's Trace 1.162 414.982b 3.000 1071.000 .000 .538 

Roy's Largest 

Root 

1.162 414.982b 3.000 1071.000 .000 .538 

curntwk Pillai's Trace .035 3.127 12.000 3219.000 .000 .012 

Wilks' Lambda .966 3.134 12.000 2833.891 .000 .012 

Hotelling's Trace .035 3.137 12.000 3209.000 .000 .012 

Roy's Largest 

Root 

.022 5.907c 4.000 1073.000 .000 .022 
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a. Design: Intercept + curntwk 

b. Exact statistic 

c. The statistic is an upper bound on F that yields a lower bound on the significance level. 

 

Since the above MANOVA result was statistically significant, the univariate one-

way ANOVA was run for each HR practices. This is simply to consider the effect 

of current work tenure on the three HR practices separately. Table 5.32 

presents that there was no statistically significant difference in the three HR 

practices scores between employees from different tenure groups. In other 

words, this indicates that that no differences among groups of tenure in terms 

of their perceptions for each HR practices. 

 

Table 5.32: Tests of Between-Subjects Effects – Tenure 

Source Dependent Variable 

Type III Sum 

of Squares df 

Mean 

Square F Sig. 

Partial Eta 

Squared 

Corrected 

Model 

Skill-enhancing HR  1.221a 4 .305 3.381 .009 .012 

Motivation-enhancing HR  1.198b 4 .299 2.620 .034 .010 

Empowerment-enhancing HR  1.111c 4 .278 2.808 .025 .010 

Intercept Skill-enhancing HR  76.335 1 76.335 845.776 .000 .441 

Motivation-enhancing HR  89.055 1 89.055 779.073 .000 .421 

Empowerment-enhancing HR  80.737 1 80.737 816.014 .000 .432 

curntwk Skill-enhancing HR  1.221 4 .305 3.381 .009 .012 

Motivation-enhancing HR  1.198 4 .299 2.620 .034 .010 

Empowerment-enhancing HR  1.111 4 .278 2.808 .025 .010 

Error Skill-enhancing HR  96.842 1073 .090    

Motivation-enhancing HR  122.653 1073 .114    
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Empowerment-enhancing HR  106.164 1073 .099    

Total Skill-enhancing HR  287.920 1078     

Motivation-enhancing HR  333.444 1078     

Empowerment-enhancing HR  331.694 1078     

Corrected 

Total 

Skill-enhancing HR  98.063 1077     

Motivation-enhancing HR  123.851 1077     

Empowerment-enhancing HR  107.275 1077     

a. R Squared = .012 (Adjusted R Squared = .009) 

b. R Squared = .010 (Adjusted R Squared = .006) 

c. R Squared = .010 (Adjusted R Squared = .007) 

 

5.7 Structural Equation Modelling 

To test the study’s hypothesis, multilevel structural equation modelling (MSEM) 

was applied using the Mplus software (Muthén and Muthén, 2012). The 

analysis involved a multilevel confirmatory factor analysis (ML-CFA) and an 

examination of the structural model. The Mplus software tested multiple 

relations simultaneously rather than as a series of multiple regression 

analyses. Other software packages, such as HLM, use separate equations at 

each level to build the multilevel model and lacks the ability to include latent 

variables, which are essential to improve the reliability of measures. Moreover, 

most other software require optimal sample conditions whereas the dataset in 

this study contains an unbalanced group size and is not normally distributed. 

Mplus has unique functions such as a robust maximum likelihood to overcome 

these conditions.           

5.7.1 Measurement Model Evaluation  

To assess the discriminant validity of the measurement model, a series of 

confirmatory factor analyses was performed using Mplus version 8 (Muthén 
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and Muthén, 2012). The multilevel CFA (ML-CFA) model starts by running CFA 

at level 1 first and then at level 2. By such, it is possible to compare the best fit 

for the hypothesised model with a number of alternatives. The two sections 

below present an evaluation of the measurement model in more detail, and the 

Table 5.33 shows a comparison of the multilevel measurement models.  

      

5.7.1.1 Examining the Level 1 CFA Model 

There is one level 1 latent construct in the current study, namely, turnover 

intentions. By utilising the Mplus software, the CFA model was run to examine 

the construct validity. This was done by specifying the following model at the 

‘%WITHIN%’ level only. The first model tests a one-factor model at level 1. In 

this model, all individual items that measure the turnover intentions construct 

are loaded onto a single common factor. The results in Table 5.33 show that 

the turnover intentions single factor model fits very well (𝑥𝑥2(2)= 26.843, 𝑝𝑝 = 

0.000; 𝐼𝐼𝐹𝐹𝐼𝐼 = 0.970, 𝑇𝑇𝑇𝑇𝐼𝐼 = 0.910, 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 = 0.107, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 = 0.025). The CFA for 

level 1 concludes that model 1 will be retained for the following analysis. 

Model 1 encompasses one factor model (turnover intentions) at level 1, as 

hypothesised in the theoretical framework.  
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Table 5.33: Multilevel Confirmatory Factor Analysis 

Analysis 
Level 

Models Description 𝒙𝒙𝟐𝟐 (𝒅𝒅𝒅𝒅) 𝜟𝜟𝝌𝝌𝟐𝟐(𝜟𝜟𝒅𝒅𝒅𝒅) 𝑪𝑪𝑪𝑪𝑪𝑪 𝑻𝑻𝑻𝑻𝑪𝑪 𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹 𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹 

Within Between 

L
E
V

E
L
 

1
 C

F
A

 Model 1: 

Single factor model at 
level 1 

 One factor model at level 1: 

Turnover intentions  

26.843 (2) - 0.970 0.910 0.107 0.025 0.000 

M
U

L
T

IL
E
V

E
L
 C

F
A

 

Model 2: 

The hypothesised 
multilevel model 

One factor model at the level 1 
(Turnover) and ten factors at Level 

2 (MSKLHR, MMTVHR, MEMPHR, 
CMPCL, INNCL, BURCL, COMCL, 

HCAP, OCB, SRVPRF) 

1355.233 (896) - 0.909 0.900 0.022 0.000 0.087 

Model 3: 

One factor model at the 
level 1 and a single-factor 

model at Level 2 

One factor model at the level 1 
(Turnover) and all Level 2 factors 

are loaded in a single-factor model 

5142.317 (1678) 3787.084 
(782) 

0.436 0.414 0.044 0.156 0.151 

Model 4: 

One factor model at the 
level 1 and OCB single-

factor at Level 2 

One factor model at the level 1 
(Turnover) and all Level 2 factors 
as in hypothesised model, OCB 

single-factor at Level 2 (Combining 
8-items OCBI and 8-items OCBO 

into a single-factor ) 

3343.333 (1664) 1988.1 
(768) 

0.764 0.753 0.031 0.022 0.101 

 Model 5: 

One factor model at the 
level 1 and two factors 
OCB model at Level 2 

One factor model at the level 1 
(Turnover) and all Level 2 factors 
as in hypothesised model, OCB as 
two factors at Level 2 (OCBI and 

OCBO) 

3033.827 (1659) 1678.594 
(763) 

0.807 0.797 0.028 0.022 0.096 
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Note: 𝑥𝑥2 = the chi-square, 𝐼𝐼𝐹𝐹𝐼𝐼 = the Comparative Fit Index, 𝑇𝑇𝑇𝑇𝐼𝐼 = Tucker-Lewis Index, 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 = the Root Mean Square Error of Approximation and 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 = the 
Standardized Root Mean Square Residual. MSKLHR = Manager's Skill-enhancing HR Practices, MMTVHR = Manager's Motivation-enhancing HR Practices, MEMPHR = 
Manager's Empowerment-enhancing HR Practices, CMPCL = Competitive Culture, INNCL = Innovative Culture, BURCL = Bureaucratic Culture, COMCL = Community 
Culture, HCAP = Human Capital and SRVPRF = Service performance.   
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5.7.1.2 Examining the Multilevel CFA Model 

The next stage involves retaining the best model at the individual level (i.e. 

model 1) and specifying an accompanying organisation-level model. Level 2 

contains the following factors: MSKLHR, MMTVHR, MEMPRH, CMPCL, INNCL, 

BURCL, COMCL, HCAP, OCB and SRVPRF. However, before conducting the ML-

CFA, it is essential to highlight that HR constructs are formative variables 

(while other constructs are reflective variables) that necessitate a different 

validation process (Hair et al., 2010). The formative variable need not be highly 

correlated to show its internal consistency (Podsakoff et al., 2006; Ellwart and 

Konradt, 2011). The individual formative items should work to explain the 

major part of variation in the main construct. Therefore, any removal of the 

indicators may lead to an alteration in meaning and in turn a potential 

measurement deficiency of the formative construct (Podsakoff et al., 2006).  

However, many warn that the high collinearity between indicators would be 

considered a problem and must be addressed (Cenfetelli and Bassellier, 2009). 

A high correlation among formative variables is undesirable because it makes 

it difficult to differentiate between the individual influences of each of these 

variables on the main latent construct (Diamantopoulos et al., 2008). 

Multicollinearity is a useful sign of some redundancy among formative items 

that must be identified and that may conclude in the deletion of overlapping 

variables. In other words, the reliability test of formative variables could be 

evaluated by assessing the assumption of no multicollinearity (Thongrattana, 

2010).  

Accordingly, there are two stages to identify multicollinearity by conducting a 

multiple regression analysis. The first involves verifying that is no high 

correlation above .9 among all HR system variables (Cenfetelli and Bassellier, 

2009) and the second involves consulting the variance inflation factor (VIF) to 

confirm there is no collinearity problem and that the VIF is not greater than 10 

(Hair et al., 2010) or 3.3 (Diamantopoulos et al., 2008). The highest value was 

2.6 for mmtvHR2. These figures are a good indication that there is no concern 

for multicollinearity among the HR system variables. Appendix D and E show 
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the correlation matrix between HR systems and the results for testing the 

multicollinearity in HR systems.   

A major concern in formative constructs is the identification of statistical 

measurements that could not be tested by SEM without some alterations 

(Wilcox et al., 2008). In the literature, there are many ways to do so, either by 

adding other reflective indicators or constructs or by mixing the two (Howell et 

al., 2007; Diamantopoulos et al., 2008). In this study, two reflective constructs 

(human capital and service performance) have been added to the formative 

model. It is essential to highlight that these reflective constructs already have 

established relationships with the formative constructs (HR systems) based on 

theoretical justifications (as discussed in chapter 2 and 3). 

To specify the multilevel model, the input statement in Mplus contains the 

cluster variable to differentiate the groups, which is ‘organisation ID’, and the 

analysis was defined as ‘TYPE = TWOLEVEL’. In this study, four competing 

multilevel models (model 2, 3, 4 and 5) are defined, and they are examined in 

this section. As explained at the beginning of this section, these multilevel 

models are defined by retaining the best model at the individual level (i.e. 

model 1), along with specifying the factors at the organisation level.  

In the primary multilevel model, all factors at level 1 and level 2 are examined 

as distinct latent factors, as already hypothesised in the theoretical framework, 

to constitute model 2. The hypothesised model fit the data significantly better 

than alternative models (𝑥𝑥2(896) = 1355.233, 𝑝𝑝 = 0.000; 𝐼𝐼𝐹𝐹𝐼𝐼 = 0.909, 𝑇𝑇𝑇𝑇𝐼𝐼 = 

0.900, 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 = 0.022, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑤𝑤𝑊𝑊𝑝𝑝ℎ𝑊𝑊𝑛𝑛) = 0.000, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑏𝑏𝑟𝑟𝑝𝑝𝑤𝑤𝑟𝑟𝑟𝑟𝑛𝑛) = 0.08). Model 

3 was constructed as a single-factor model and it assumes these scale scores 

do not distinguish among the ten factors, as they all represent overall 

organisation factors. The suggested single-factor model shows a lack of 

discriminant validity among the organisation-level factors. The result shows 

that the third model would have to be rejected due to poor fit values that fall 

below the acceptable threshold (𝑥𝑥2(1678)= 5142.317, 𝑝𝑝 = 0.000; 𝐼𝐼𝐹𝐹𝐼𝐼 = 0.436, 

𝑇𝑇𝑇𝑇𝐼𝐼 = 0.414, 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 = 0.044, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑤𝑤𝑊𝑊𝑝𝑝ℎ𝑊𝑊𝑛𝑛) = 0.156, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑀𝑀𝑟𝑟𝑝𝑝𝑤𝑤𝑟𝑟𝑟𝑟𝑛𝑛) = 0.151). 

Comparing the hypothesised model with model 3, where all items at level 2 are 

loaded into a single-factor model, the chi-square is comparatively smaller, the 
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CFI dramatically increases from 0.436 to 0.909 and a low 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 value 

indicates a good-fitting model. Table 5.33 presents the fit indices for the 

hypothesised model as well as for the alternatives.  

Moreover, Akaike’s information index (AIC) could be used to compare the fit of 

competing models with a preference for smaller values (Heck and Thomas, 

2015). AIC offers information about the ideal number of variables to include in 

the model. In model 2, AIC is apparently smaller: 23322.699 against 

26484.980 for model 3. 

Some consider the model acceptable if the chi-square is not significant. 

Nevertheless, many disregard such a condition, as it is often reported as 

significant due the fact that it is sensitive to sample size restrictions. 

Accordingly, model 2 yielded 𝑥𝑥2(896) = 1355.233, 𝑝𝑝 = 0.000, and this could be 

replaced by the relative chi-square (normed chi-square). The latter value is 

calculated by dividing the chi-square value by degree of freedom, and a value 

less than 3 indicates an acceptable fit (Tabachnick and Fidell, 2014). In the 

current research, 1355.233/896 = 1.5, which is considered an appropriate fit. 

The subsequent two models (model 4 and 5) aim to test the best fit of the 

hypothesised dimensionality of OCB (i.e. OCBI and OCBO) alongside other 

organisation factors at level 2. In particular, model 4 tests a single-factor 

model of OCB (where all eight OCBI items and eight OCBO items were loaded 

into a single factor). Model 5 reiterates the previous model but with an 

important distinction in that it contains the two distinct OCB latent factors 

(distinct OCBI and OCBO factors) alongside other factors, as hypothesised in 

the theoretical framework. The results show that the OCB single-factor model 

(model 4), where there is no distinction between OCBI and OCBO, does not fit 

(𝑥𝑥2(1664)= 3343.333, 𝑝𝑝 = 0.000; 𝐼𝐼𝐹𝐹𝐼𝐼 = 0.764, 𝑇𝑇𝑇𝑇𝐼𝐼 = 0.753, 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 = 0.031, 

𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑀𝑀𝑊𝑊𝑝𝑝ℎ𝑊𝑊𝑛𝑛) = 0.022, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑀𝑀𝑟𝑟𝑝𝑝𝑤𝑤𝑟𝑟𝑟𝑟𝑛𝑛) = 0.101). Similarly, the OCB two-factor 

model (model 5) does not provide a strong fit to the data (𝑥𝑥2(1659)= 3033.827, 

𝑝𝑝 = 0.000; 𝐼𝐼𝐹𝐹𝐼𝐼 = 0.807, 𝑇𝑇𝑇𝑇𝐼𝐼 = 0.797, 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 = 0.028, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑀𝑀𝑊𝑊𝑝𝑝ℎ𝑊𝑊𝑛𝑛) = 0.022, 

𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑀𝑀𝑟𝑟𝑝𝑝𝑤𝑤𝑟𝑟𝑟𝑟𝑛𝑛) = 0.096). Although model 5 shows some improvement in fit 

indices compared to model 4, 𝐼𝐼𝐹𝐹𝐼𝐼 and 𝑇𝑇𝑇𝑇𝐼𝐼 fell below the acceptable range and 

𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 exceeded the suggested value. In the hypothesised multilevel model 

(model 2), OCB was constructed by combining the two latent factors (OCBI and 
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OCBO) as a second-order factor (OCB). Model 2 shows a better fit than any 

other alternative models. The Table 5.33 shows the fit estimated for all of 

these models. 

Thus far, the previous sections have shown the fit of the measurement model 

at level 1 and then at both levels 1 and 2. Taken together, these findings from 

the ML-CFA indicate that the hypothesised multilevel model in this study with 

distinctive latent factors is supported; consequently, it was retained for the 

subsequent analysis.  

 

5.7.2 Common Method Variance (CMV) 

Common method bias denotes a variance attributed to the measurement 

method rather than the constructs represented by the measures (Podsakoff et 

al., 2003). It is considered a potential problem because it may be considered a 

source of a measurement error that might affect the validity of the relationship 

between measures. Therefore, it may threaten the validity of conclusions 

drawn from the links between constructs. Although, some suggest that the 

obvious way to overcome such a bias is by collecting the data to measure the 

predictors and outcomes from different sources (Podsakoff et al., 2012). This 

could be achieved by asking different respondents for each variable or by 

obtaining data from individuals for a variable, while the other variable could be 

measured using secondary data. In this study, the potential common method 

variance must be tested in level 2 variables and not in cross-level interactions, 

where HR practices are evaluated by managers, while turnover intentions and 

OCB were measured using employees’ responses. It is necessary to highlight 

that the secondary data approach was inappropriate for this study for many 

reasons. In particular, both predictors and outcomes measure individual 

perceptions, feelings and beliefs. To clarify, individual perceptions and 

attitudes may not be translated obviously to observable behaviours (Podsakoff 

et al., 2012). Another important factor that impedes the collection of objective 

data is the fact that the vast majority of the participating organisations did not 
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publish their data or at least did not cooperate enough with the researcher to 

allow access. Therefore, using archival data was unfeasible in this case. 

That said, this section highlights some potential sources of the common 

method variance (Podsakoff et al., 2003), including how it was addressed in 

this study. To reduce the possibility of the common method variance, some 

proximal and methodological separation techniques were adopted, as 

suggested by many scholars (Podsakoff et al., 2012). In particular, three HR 

practices and organisation culture-type measures appeared in the 

questionnaire in sections that were separate from other measures used in the 

study. Furthermore, each section was separated by a set of instructions and 

guidance for the respondents. As such, this separation works to reduce the 

perceived relevance between the predictors and the outcomes.  

In addition, some suggest that the common method variance may result from 

common scale properties, such as the recurrent use of the same scale anchors, 

types or polarity to measure different constructs (Podsakoff et al., 2012). To 

eliminate such a source of bias, these measures were separated 

methodologically when each variable was assessed by a different scale format. 

For instance, while HR practices were assessed by yes or no questions, 

organisation culture questions were assessed by a 7-point Likert scale.  

Furthermore, other procedural techniques were adopted to minimise the 

likelihood of the common method variance (Podsakoff et al., 2003). As 

mentioned in chapter 3, the anonymity and confidentiality of the respondents 

were assured. The respondents were encouraged to provide honest answers, 

and there were no correct or preferred answers. The questionnaires provided 

clear instructions to eliminate any source of confusion. The item scales were 

adopted from previously established research, and every effort was made to 

ensure the writing was clear. This was done with a double-translation 

procedure and examination of its readability conducted by HR managers and 

employees from the same sector (i.e. service sector in Saudi Arabia). 

The above discussion was about the procedural approach to controlling the 

different sources of the common method variance. What follows is a discussion 

of the statistical remedies for minimising the detrimental effects of method 

bias. As suggested by Podsakoff et al. (2003), Harman’s one-factor test was 



Chapter 5 

208 

 

utilised to check for the presence of the common method variance in the data. 

The principal component analysis yielded 9 factors accounting for 65% of the 

total variance. The analysis reveals that the first factor merely explains no 

more than 30% of the variance, which indicates that no single factor accounted 

for the majority of the covariance among the variables (Table 5.34). 

Furthermore, based on the previous CFA, where all variables were loaded in a 

single factor, the model shows a very poor fit. As such, this indicates that one 

general factor did not account for the majority of the variance in the data. 

Accordingly, these tests show that the common method variance is not an 

issue in this study.   

 

Table 5.34: Harman’s one-factor test 

Total Variance Explained 

Component 

Initial Eigenvalues Extraction Sums of Squared Loadings 

Total % of Variance Cumulative % Total % of Variance Cumulative % 

1 13.826 30.056 30.056 13.826 30.056 30.056 

2 4.052 8.810 38.866 4.052 8.810 38.866 

3 2.797 6.080 44.946 2.797 6.080 44.946 

4 2.027 4.407 49.353 2.027 4.407 49.353 

5 1.674 3.638 52.991 1.674 3.638 52.991 

6 1.602 3.483 56.474 1.602 3.483 56.474 

7 1.442 3.134 59.608 1.442 3.134 59.608 

8 1.292 2.809 62.417 1.292 2.809 62.417 

9 1.236 2.687 65.104 1.236 2.687 65.104 
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5.7.3 Descriptive Statistics and Correlations 

Having established the appropriate measurement model, now turn to the analysis 

of structural model. Table 5.35 shows the mean, standard deviation, correlations 

and internal reliability for the study variables. The findings revealed that there 

were positive and significant relationships between skill-enhancing HR practices 

with motivation HR practices (r= .424, p < .0005), empowerment HR practices (r= 

.218, p < .0005), innovative culture (r= .137, p < .0005), community culture (r= 

.134, p < .0005), human capital (r= .313, p < .0005) and service performance (r= 

.289, p < .0005). The findings also indicated that motivation-enhancing HR 

practices had positive and significant relationships with the other variables in the 

study. Empowerment-enhancing HR practices related positively with service 

performance (r= .324, p < .0005) and human capital (r= .211, p < .0005) and 

negatively with competitive culture (r= -.204, p < .0005), innovative culture (r= -

.184, p < .0005), bureaucratic culture (r= -.222, p < .0005), community culture 

(r= -.135, p < .0005) and OCB (r= -.131, p < .0005).  
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Table 5.35: Descriptive statistics and Correlations 

 Mean Std. Deviation 1 2 3 4 5 6 7 8 9 10 

1 MSKLHR 2.8591 1.38321 -          

2 MMTVHR 4.3091 1.76730 .424** -         

3 MEMPHR 4.6825 1.83626 .218** .387** -        

4 Competitive Culture 4.6795 .68033 .048 .160** -.204** (.74a)       

5 Innovative Culture 4.7217 .76478 .137** .231** -.184** .886** (.73a)      

6 Bureaucratic Culture 4.9543 .76300 .037 .115** -.222** .873** .911** (.73a)     

7 Community Culture 4.6366 .75498 .134** .137** -.135** .774** .868** .861** (.68a)    

8 Human Capital 5.1540 1.12909 .313** .254** .211** .017 .083** .085** .184** (.94)   

9 Service performance 5.5110 1.13504 .289** .270** .324** -.039 .027 .044 .093** .644** (.93)  

10 OCB 5.5339 .51094 -.046 .087** -.131** .538** .533** .574** .587** .239** .180** (.79) 

Internal reliability (Cronbach Alpha) are given in parentheses along the diagonal. MSKLHR = Manager's Skill-enhancing HR Practices, MMTVHR = Manager's Motivation-enhancing HR 
Practices, MEMPHR = Manager's Empowerment-enhancing HR Practices and OCB = Organisation-citizenship behaviour. 

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

a. Intraclass correlation ICC(2) is reported as evaluation for the reliability of aggregated variables.  
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5.8 Unit-Level Analysis Predicting Service Performance  

Hypotheses 1a, 1b and 1c indicate that skill-, motivation- and empowerment-

enhancing HR practices are independently and positively related to service 

performance. The coefficient of motivation-enhancing practices is significant and 

positive, as anticipated (𝛽𝛽 = 0.339, 𝑝𝑝 < 0.01), but it is not significant for skill-

enhancing (𝛽𝛽 = 0.017, 𝑝𝑝 > 0.05) and empowerment-enhancing (𝛽𝛽 = 0.022, 𝑝𝑝 > 

0.05) HR practices. These findings support H1b but not H1a and H1c. 

Hypotheses 4a, 4b and 4c indicate that the three HR practices are associated 

with the four organisational culture types (competitive culture, innovative culture, 

bureaucratic culture, and community culture). The results confirm that all three 

HR practices have a significant effect on the four culture types. However, 

although skill-enhancing and empowerment-enhancing practices are negatively 

associated with culture types, motivation-enhancing HR practices have a positive 

effect on all four culture types. These results confirm H4a, H4b and H4c.  

Hypothesis 5 posits that (H5a) competitive culture, (H5b) innovative culture, 

(H5c) bureaucratic culture and (H5d) community culture are independently and 

significantly related to service performance. The results show that community 

culture has no significant effect on service performance (𝛽𝛽 = 0.062, 𝑝𝑝 > 0.05). 

Although competitive culture (𝛽𝛽 = -0.147, 𝑝𝑝 < 0.05) and innovative culture (𝛽𝛽 = -

0.161, 𝑝𝑝 < 0.05) have negative and significant effects on performance, 

bureaucratic culture (𝛽𝛽 = 0.195, 𝑝𝑝 < 0.01) is the only type that has a positive and 

significant association with service performance. These results support H5a, H5b 

and H5c, but not H5d. Table5.36 presents a summary of the hypothesized paths 

(for hypotheses 1, 4 and 5).   

 

Table 5.36: Unit-Level Path Analysis Results (Hypotheses 1, 4 and 5) 

H Hypothesized Paths Betas       SE           t-value    p 

H1a 
H1b 
H1c 

Skill → Service Performance 
Motivation → Service Performance 
Empowerment  → Service Performance 

0.017      0.032      0.537      0.591 
0.339      0.093      3.665      0.000 
0.022      0.045      0.486      0.627 

H4a Skill → Competitive Culture -0.264      0.033     -7.938      0.000 
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Skill → Innovative Culture 
Skill → Bureaucratic Culture 
Skill → Community Culture 

-0.265      0.031     -8.657      0.000 
-0.254      0.030     -8.341      0.000 
-0.287      0.040     -7.216      0.000 

H4b  Motivation → Competitive Culture 
Motivation → Innovative Culture 
Motivation → Bureaucratic Culture 
Motivation → Community Culture 

0.326      0.107      3.053      0.002 
0.385      0.120      3.200      0.001 
0.284      0.099      2.867      0.004 
0.264      0.082      3.212      0.001 

H4c Empowerment  → Competitive Culture 
Empowerment  → Innovative Culture 
Empowerment  → Bureaucratic Culture 
Empowerment  → Community Culture 

-0.440      0.039    -11.251      0.000 
-0.471      0.045    -10.569      0.000 
-0.445      0.043    -10.440      0.000 
-0.344      0.031    -10.931      0.000 

H5a 
H5b 
H5c 
H5d 

Competitive Culture → Service Performance 
Innovative Culture → Service Performance 
Bureaucratic Culture → Service Performance 
Community Culture → Service Performance 

-0.147      0.064     -2.292      0.022 
-0.161      0.066     -2.432      0.015 
0.195      0.064      3.044      0.002 
0.062      0.057      1.088      0.276 

 

5.9 Unit-Level Analysis Predicting OCB 

Hypothesis 2 posits that (H2a) skills-, (H2b) motivation- and (H2c) 

empowerment-enhancing HR practices independently are associated significantly 

with OCB. The results show that both skill-enhancing (𝛽𝛽 = 0.214, 𝑝𝑝 < 0.01) and 

empowerment-enhancing practices (𝛽𝛽 = 0.122, 𝑝𝑝 < 0.01) have a significant and 

positive relationship with OCB whereas motivation-enhancing practices (𝛽𝛽 = -

0.141, 𝑝𝑝 < 0.01) have a significant and negative effect on OCB. These findings 

support H2.  

Hypothesis 7 posits that (H7a) competitive culture, (H7b) innovative culture, 

(H7c) bureaucratic culture, and (H7d) community culture are independently and 

significantly related to OCB. The results show that both bureaucratic culture (𝛽𝛽 = 

0.302, 𝑝𝑝 < 0.01) and community culture (𝛽𝛽 = 0.499, 𝑝𝑝 = 0.000) have significant 

and positive coefficients while competitive and innovative culture have no 

significant effects on OCB. These results provide support for H7c and H7d but do 

not support H7a and H7b. 

The results from H7 (effects of culture types on OCB) with the conclusions from 

H5 (effects of culture types on service performance) provide insights into the 

unique role of each organisational culture type. Although organisations that 

promote competitive and innovative cultures may impact service performance, 

organisations that boost community culture enhance their employees’ OCB. 
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Moreover, a bureaucratic culture exclusively affects both service performance and 

OCB. Further interpretations of these findings will be discussed in more detail in 

the discussion chapter. Table 5.37 presents a summary of coefficients for the 

effects of HR systems and organisation culture types on OCB.  

 

Table 5.37: Unit-Level Path Analysis Results (Hypotheses 2 and 7) 

H Hypothesized Paths Betas         SE         t-value    p 

H2a 
H2b 
H2c 

Skill → OCB 
Motivation → OCB 
Empowerment  → OCB 

0.214      0.063      3.382      0.001 
-0.141      0.047     -3.018      0.003 
0.122      0.041      2.928      0.003 

H7a 
H7b 
H7c 
H7d 

Competitive Culture → OCB 
Innovative Culture → OCB 
Bureaucratic Culture → OCB 
Community Culture → OCB 

0.131      0.141      0.931      0.352 
-0.035      0.100     -0.356      0.722 
0.302      0.101      2.992      0.003 
0.499      0.085      5.876      0.000 

      

 

5.10 The Mediating Effects at the Unit Level 

The current study examines the direct and indirect effects on the unit level. 

Specifically, the mediation relationship in this study describes the direct effect 

(called path 𝑐𝑐′ ) between the independent variables ′𝑋𝑋′ (skill-, motivation- and 

empowerment-enhancing HR practices) and dependent variables ′𝑌𝑌′ at the unit 

level (service performance and OCB). Moreover, there are indirect effects between 

the independent variables and the mediating variables (the four organisational 

culture types and human capital) called path 𝑎𝑎, as well as between the mediating 

variables and the dependent variables, called path 𝑏𝑏. The indirect effect of the 

independent variables on the dependent variables through mediators could be 

quantified as the product of 𝑎𝑎 and 𝑏𝑏 (or 𝑎𝑎𝑏𝑏). The mediation effect is reached by 

examining the changes in the direct effect as a result of including the mediation 

variables (MacKinnon et al., 2007; Preacher, 2015). The total effect of 𝑋𝑋 on 𝑌𝑌 is 

quantified as the sum of the direct effect and indirect effects: 𝑐𝑐 = 𝑐𝑐′ + 𝑎𝑎𝑏𝑏 (Preacher 

and Hayes, 2008, p. 880).  

Hypothesis 6 predicts that the four organisational culture types will mediate the 

relationships between skill-, motivation- and empowerment-enhancing HR 

practices and service performance. To test the mediation hypothesis, there are 
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numerous assessment approaches (MacKinnon et al., 2007; Preacher and Hayes, 

2008). The most widely used one is the ‘causal steps approach’, which is outlined 

by Baron and Kenny (1986). To establish the mediation, this approach involves 

four steps. First, there is a significant relation between independent variables and 

dependent variable (testing the path 𝑐𝑐). Second, the main independent variables 

are associated with the mediators (testing the path 𝑎𝑎). Third, the mediators 

related to the dependent variables statistically significant (testing the path 𝑏𝑏). 

Four, to establish a complete mediation, the effects of the independent variables 

on the dependent variables controlling for mediators should be zero (testing the 

path 𝑐𝑐′). If only the first three steps are met, then there is a partial mediation.  

In fact, the causal steps approach has some shortcomings. Preacher and Hayes 

(2008) argue that it relies mainly on separate individual 𝑎𝑎 and 𝑏𝑏 paths rather than 

testing certain indirect effects. In other words, using multiple hypotheses to test 

a single hypothesis may yield an inaccurate conclusion. To be specific, the 

mediation may occur even if the path 𝑎𝑎 or 𝑏𝑏 is not statistically significant. 

Moreover, many researchers have recommended examining several mediators 

simultaneously to provide a more accurate assessment of the mediation effect 

(MacKinnon et al., 2007; Preacher and Hayes, 2008). Examining multiple 

mediators includes two parts: the total indirect effects of a set of mediators that 

convey the effect from 𝑋𝑋 to 𝑌𝑌 and the specific indirect effect of individual 

mediators. The former is not a prerequisite for the latter.  

The ‘product of coefficients method’ is an alternative approach for assessing the 

total effects and specific indirect effects in multiple mediator models. This 

method offers a single test for the mediated or indirect effect by calculating the 

product of 𝑎𝑎 and 𝑏𝑏 (𝑎𝑎𝑏𝑏) (Preacher and Hayes, 2008). In Mplus software, the default 

test used for assessing the significance of the indirect effect is the so-called sobel 

test (Geiser, 2012). The mediation is exist when the indirect effect is statistically 

significant (Preacher and Kelley, 2011; Preacher, 2015).  However, the use of 

conventional method to estimate the significance of the test is problematic 

specifically for non-normal distribution data. Therefore, in order to test the 

significance, the ‘distribution of the product approach’ has been adopted in this 

study for two reasons (Preacher and Hayes, 2008). First, it acknowledges the skew 

of the distribution rather than imposing the normality of the data. Second, it 

generates the confidence intervals and in case the intervals do not contain the 
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value of zero that indicates the significance of the indirect effect and the 

mediation is exist.   

The results of analysing H6 show that specific indirect effects from the three HR 

systems to service performance are significant when there is the mediation of 

(H6a) competitive, (H6b) innovative and (H6c) bureaucratic culture; it is not 

significant for the mediation effect of (H6d) community culture. For instance, 

competitive culture significantly and positively mediates the effects from skill-

enhancing to service performance (𝛽𝛽 = 0.039, 𝑝𝑝 < 0.05) and empowerment-

enhancing to service performance (𝛽𝛽 = 0.064, 𝑝𝑝 < 0.05), and it significantly and 

negatively effects motivation-enhancing to service performance (𝛽𝛽 = -0.048, 𝑝𝑝 < 

0.05). Although innovative culture is similar to competitive culture in the 

coefficients’ sign and significance, bureaucratic culture is the opposite. In 

particular, bureaucratic culture works as a mediator significantly and positively on 

the effects from motivation-enhancing to service performance (𝛽𝛽 = 0.055, 𝑝𝑝 < 

0.05) and negatively from skill-enhancing to service performance (𝛽𝛽 = -0.050, 𝑝𝑝 < 

0.05) and empowerment-enhancing to service performance (𝛽𝛽 = -0.087, 𝑝𝑝 < 0.05). 

These findings support H6a, H6b and H6c, but not H6d. These findings are 

consistent with recent literature that shows each type of organisational culture 

has a unique effect on the relationships between HR systems and performance. 

Further discussion for these findings is in the discussion chapter.   

Hypothesis 8 posits that the four organisational culture types ((H8a) competitive, 

(H8b) innovative, (H8c) bureaucratic and (H8d) community culture independently 

mediate the relationships between skill-, motivation- and empowerment-

enhancing HR practices and OCB. The results reveal that only bureaucratic and 

community culture have significant mediation effects between HR practices and 

OCB. Although bureaucratic (𝛽𝛽 = 0.096, 𝑝𝑝 < 0.05) and community culture (𝛽𝛽 = 

0.153, 𝑝𝑝 = 0.000) work as positive mediators on the effects from motivation-

enhancing to OCB, they do so negatively on the effects from skill-enhancing to 

OCB and from empowerment-enhancing to OCB. These findings provide support 

for H8c and H8d, but not for H8a and H8b.  

In terms of the mediation role of human capital, the prediction is that human 

capital independently mediates the relationships between (a) skill-, (b) motivation- 

and (c) empowerment-enhancing HR systems with service performance (H11) and 

with OCB (H12). The analysis indicates that human capital significantly mediates 

the effect from motivation-enhancing to service performance (𝛽𝛽 = 0.187, 𝑝𝑝 = 

0.000) and the effect from motivation-enhancing to OCB (𝛽𝛽 = 0.043, 𝑝𝑝 < 0.05). 
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The mediation effects of human capital from both skill- and empowerment-

enhancing to service performance and OCB are not significant. These results 

support the mediating effect of human capital only in the relationships between 

motivation-enhancing practices with service performance (H11b) and OCB (H12b). 

Table 5.38 shows the findings of the mediation effects of organisation culture 

and human capital in the associations of skill-, motivation- and empowerment-

enhancing HR systems with service performance and OCB.  

In conclusion, the findings from H6 and H8 indicate that organisational culture 

types induce different effects based on the proposed outcomes and desired 

purposes. Although the competitive, innovative and bureaucratic cultures have 

significant mediation effects in the relationships between the three HR systems 

and service performance, only bureaucratic and community culture work as 

mediators for the effects of HR systems on OCB. Surprisingly, bureaucratic culture 

is the only culture type that mediated all the effects between the three HR 

systems with both service performance and OCB. The findings from H11 and H12 

reveal that human capital has a mediation effect exclusively on the relationships 

between motivation-enhancing HR practices on both service performance and 

OCB. Further interpretations for these findings and potential implications are 

explicated in the discussion chapter.  
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Table 5.38: Unit-level Mediation Path Analysis Results (Hypotheses 6, 8, 11 and 12) 

H Hypothesized Paths Betas         SE          t-value    p 

H6a 
 

Skill → Competitive Culture → Service Performance 
Motivation → Competitive Culture → Service Performance 
Empowerment → Competitive Culture → Service Performance 

0.039       0.017      2.221      0.026 
-0.048      0.023     -2.051      0.040 
0.064       0.027      2.385      0.017 

H6b 
 

Skill → Innovative Culture → Service Performance 
Motivation → Innovative Culture → Service Performance 
Empowerment → Innovative Culture → Service Performance 

0.043       0.019      2.249      0.025 
-0.062      0.032     -1.967      0.049 
0.076       0.032      2.343      0.019 

H6c 
 

Skill → Bureaucratic Culture → Service Performance 
Motivation → Bureaucratic Culture → Service Performance 
Empowerment → Bureaucratic Culture → Service Performance 

-0.050      0.018     -2.679      0.007 
0.055       0.026      2.147      0.032 
-0.087      0.030     -2.896      0.004 

H6d 
 

Skill → Community Culture → Service Performance 
Motivation → Community Culture → Service Performance 
Empowerment → Community Culture → Service Performance 

-0.018      0.017     -1.045      0.296 
0.016       0.015      1.130      0.259 
-0.021      0.019     -1.099      0.272 

H8a 
 

Skill → Competitive Culture → OCB 
Motivation → Competitive Culture → OCB 
Empowerment → Competitive Culture → OCB 

-0.023      0.026     -0.876      0.381 
0.056       0.060      0.944      0.345 
-0.068      0.073     -0.936      0.349 

H8b 
 

Skill → Innovative Culture → OCB 
Motivation → Innovative Culture → OCB 
Empowerment → Innovative Culture → OCB 

0.011       0.030      0.357      0.721 
-0.016      0.046     -0.355      0.723 
0.017       0.049      0.355      0.723 

H8c 
 

Skill → Bureaucratic Culture → OCB 
Motivation → Bureaucratic Culture → OCB 
Empowerment → Bureaucratic Culture → OCB 

-0.067      0.028     -2.446      0.014 
0.096       0.034      2.806      0.005 
-0.144      0.049     -2.920      0.004 

H8d 
 

Skill → Community Culture → OCB 
Motivation → Community Culture → OCB 
Empowerment → Community Culture → OCB 

-0.145      0.038     -3.784      0.000 
0.153       0.032      4.731      0.000 
-0.183      0.033     -5.611      0.000 
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H11a 
H11b 
H11c 

Skill → Human Capital → Service Performance 
Motivation → Human Capital → Service Performance 
Empowerment → Human Capital → Service Performance 

0.028      0.039      0.723      0.470 
0.187      0.028      6.580      0.000 
0.032      0.019      1.672      0.094 

H12a 
H12b 
H12c 

Skill → Human Capital → OCB 
Motivation → Human Capital → OCB 
Empowerment → Human Capital → OCB 

0.003      0.018      0.186      0.853 
0.043      0.016      2.694      0.007 
0.015      0.009      1.589      0.112 
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5.11 Multilevel SEM (2-2-1 Mediation) 

Having discussed HR systems and how they are associated with service 

performance and OCB, as well as the mediating effects of organisational culture 

types and human capital at the unit level, the final section of this chapter 

addresses the multilevel model. In the current study, the multilevel model 

examines the direct effects of the three HR systems on turnover intentions and 

the indirect effects through organisational culture types and human capital.  

Multilevel structural equation modelling (MSEM) (also referred to as hierarchical 

linear modelling) entails folds of series of structured analytical process. The first 

is an intercepts-only model where there are no predictors; its aim is to find the 

mean differences between groups or companies by estimating the ICC for the 

dependent variable (turnover intentions). In the second model, the level 2 

predictors (skill-, motivation- and empowerment-enhancing HR practices) are 

added to the model. The third model has a cross-level interaction, adding the 

mediator variables to the previous model (competitive culture, innovative culture, 

bureaucratic culture, community culture and human capital). 

Before proceeding to examine these models, it is necessary to note that for the 

whole multilevel analysis in Mplus, Estimator = MLR (robust maximum likelihood) 

is used (Muthén and Muthén, 2012). The choice of this specific estimator is 

twofold. First, it is recommended when the dependent variable departs from a 

normal distribution. Second, this estimation is preferred when the data set 

contains an unbalanced group size. The alternative is using ML estimation. 

However, this estimation requires optimal sample conditions, and for the current 

data, it may bring in biased estimates for variance between groups, underrating 

the group-level coefficients (Heck and Thomas, 2015). Therefore, ML estimation is 

not appropriate. In the ANALYSIS command, TYPE = TOWLEVEL RANDOM is used to 

include random slopes and intercepts (Muthén and Muthén, 2012). This type of 

analysis is recommended in the literature when analysing 2-2-1 mediation models 

(the predictors and mediators at level 2, and the outcome is measured at level 1) 

(Preacher et al., 2010). 
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5.11.1 Intercept-Only Model (Null Model) 

At the beginning, the hierarchical linear model aims to determine whether 

intercepts (means) of groups differ significantly. This evaluation is essential to 

calculate the intraclass correlations and examine the variance within level 1 

variables that exist within-groups (companies), comparing its variation between-

groups. In this study, level 1 outcome (turnover intentions) is supposed to be a 

significant variance within the level 2 groups (organisations) and between the 

level 2 groups. This is an intercepts-only model (also referred to as the null model 

or unconditional model); there is no predictors added to the model, and the 

dependent variable is predicted by the intercepts that may vary across the groups 

(Heck and Thomas, 2015). This model helps when calculating the intraclass 

correlation that aims to conclude whether the hierarchical (multilevel) model is 

feasible (Snijders and Bosker, 2012). The intercept-only model could be 

expressed for individuals (𝑊𝑊) in organisations (𝑗𝑗) with the following equation (Hox, 

2010): 

𝑌𝑌𝑘𝑘𝑖𝑖 =  𝛽𝛽0𝑖𝑖 + 𝑟𝑟𝑘𝑘𝑖𝑖  

Where 𝛽𝛽0𝑖𝑖 is the sum of an intercept (mean) of a dependent variable for the 𝑗𝑗 

organisation, which is expected to be discrepant across organisations, and 𝑟𝑟𝑘𝑘𝑖𝑖 

estimates the individual error, which is the deviation of individual observation 

scores from its group mean (within group variance). To predict variation in 

intercepts (𝛽𝛽0𝑖𝑖) and between groups (in level 2), the following equation is used: 

𝛽𝛽0𝑖𝑖 =  𝛾𝛾00 + 𝑢𝑢0𝑖𝑖  

The intercept 𝛽𝛽0𝑖𝑖 for group 𝑗𝑗 is predicted by calculating the average of intercept 

over groups 𝛾𝛾00, where there are no predictors, and the group error 𝑢𝑢0𝑖𝑖, which is 

the deviation of group 𝑗𝑗 from the overall average intercept (between group 

variance). The preceding two equations could be substituted and written as one 

equation, as follows: 

𝑌𝑌𝑘𝑘𝑖𝑖 =  𝛾𝛾00 +  𝑢𝑢0𝑖𝑖 +  𝑟𝑟𝑘𝑘𝑖𝑖 

The fixed component of the model is 𝛾𝛾00, which estimates the average intercept 

mean (grand mean); the two random components are the group deviations from 

the average groups (the between group variation) 𝑢𝑢0𝑖𝑖 and the individual cases 
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deviations (or residuals) from the average within its group mean 𝑟𝑟𝑘𝑘𝑖𝑖 (Snijders and 

Bosker, 2012; Tabachnick and Fidell, 2014).  

Therefore, the null model contains information about the overall mean for all 

groups (organisations). Moreover, a partitioning of the variance between level 1 

(𝑟𝑟𝑘𝑘𝑖𝑖) and level 2 (𝑢𝑢0𝑖𝑖) is by the model. Accordingly, the model has a measurement 

for dependence within each group by calculating the intraclass correlation (ICC1). 

The intraclass correlation (ICC1) describes the ratio of variance between the 

groups (organisations at level 2) to the variance within each group (individuals at 

level 1) (Hox, 2010). This proportion between groups and within group variance 

components could be calculated from the Mplus output for the null model. The 

higher the value of ICC is, the more homogeneity among groups can be found; in 

other words, there is substantial variability between organisations in the data. In 

turn, the multilevel analysis is justified. The ICC1 is calculated by the following 

equation (Hox, 2010): 

𝜌𝜌 =  
𝜎𝜎𝑘𝑘0
2

𝜎𝜎𝑘𝑘0
2 + 𝜎𝜎𝑠𝑠2

 

Where 𝜎𝜎𝑘𝑘0
2  is the variance of level 2 errors 𝑢𝑢0𝑖𝑖 and 𝜎𝜎𝑠𝑠2 is the variance of the level 1 

errors 𝑟𝑟𝑘𝑘𝑖𝑖. It could be clarified as the following:  

𝜌𝜌 =  
𝜎𝜎𝐵𝐵2

𝜎𝜎𝐵𝐵2 +  𝜎𝜎𝑊𝑊2
  

Where 𝜎𝜎𝐵𝐵2 and 𝜎𝜎𝑊𝑊2  are the between-group and within-group variabilities, 

respectively (Heck et al., 2013).  

This section shows a run of the empty (unconditional) model using Mplus 

software and specifying the dependent variable (turnover intentions) with no 

predictors to explain it. This precise model aims to show the amount of variation 

of the outcomes at level 1 (individual level) and at level 2 (organisational level). 

The results show the estimates of the model’s fixed effects. The intercept 

estimation (grand mean for 98 organisations) for turnover intentions is 3.951. 

This corresponds very well with the mean of this factor, for 1078 employees = 

3.897. The prime interest for this model shows the amount of variance explained 

at each level. For turnover intentions, the result includes details about an 

estimation for the random effect variance at level 1 = 3.072, p < .001 and level 2 

= 0.580, p < .001. The significance indicates substantial variability across 

organisations in their average levels of turnover intentions. The proportion of the 
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variance in turnover intentions between organisations is 0.159, and this could be 

calculated from the following ICC equation: 

0.580
0.580 +  3.072

=  0.159 

The ICC is at 15.9%, which indicates there are meaningful differences between 

level 2 units (between organisations); this indicates the multilevel model is 

justified. In other words, 15.9% of the proportion of variance in turnover intention 

lies between organisations, indicating that individual variations in turnover 

intentions may be attributed to differences in organisational characteristics.  

The results of this model (no-predictors model) indicate that developing a 

multilevel modelling is justified. As presented, there is significant variance to be 

explained within organisations, and the grand mean of organisations in the level 

1 factor (turnover intentions) is different from zero and is statistically significant. 

 

5.11.2 Means-as-Outcomes Model - Level 2 Predictors   

In this model, the primary predictors (HR systems) are added to the analysis to 

explain the differences between-groups (companies) means on the outcomes. The 

equation for the means-as-outcomes model can be written as follows (Heck and 

Thomas, 2015): 

𝛽𝛽0𝑖𝑖 =  𝛾𝛾00 + 𝛾𝛾01𝑀𝑀𝑖𝑖 + 𝑢𝑢0𝑖𝑖  

Where 𝛽𝛽0𝑖𝑖 is the intercept, 𝛾𝛾00 is the mean of level 1 outcome, 𝛾𝛾01 is the slope of 

the level 2 predictor 𝑀𝑀𝑖𝑖 and error, 𝑢𝑢0𝑖𝑖, is the deviation of the average intercept. 

Regarding this study, the model examines whether the differences in turnover 

intentions at the organisational level can be independently explained by the HR 

systems. Here, the HR systems vary between (but not within) companies.  

By following the appropriate procedure in Mplus, the three HR systems are added 

to the previous model. Because of the nature of the samples, MLR estimation 

(robust maximum likelihood) is used in the analysis. Specifically, MLR estimation 

is more appropriate for multilevel models that have an unbalanced group size. 

Also, MLR is preferred for data that departs from a normal distribution (Heck and 

Thomas, 2015). The Table 5.39 shows the results for this model. 
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This model examines Hypothesis 3, where (a) skill-, (b) motivation- and (c) 

empowerment-enhancing practices are negatively related to turnover intentions. 

The model fits the data well (𝑥𝑥2(58) = 113.227, 𝑝𝑝 = 0.000; 𝐼𝐼𝐹𝐹𝐼𝐼 = 0.973, 𝑇𝑇𝑇𝑇𝐼𝐼 = 

0.961, 𝑅𝑅𝑀𝑀𝑀𝑀𝑅𝑅𝑅𝑅 = 0.030, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑀𝑀𝑊𝑊𝑝𝑝ℎ𝑊𝑊𝑛𝑛) = 0.025, 𝑀𝑀𝑅𝑅𝑀𝑀𝑅𝑅 (𝑀𝑀𝑟𝑟𝑝𝑝𝑤𝑤𝑟𝑟𝑟𝑟𝑛𝑛) = 0.033). The 

result of the standardised regression coefficient (in Table 5.39) shows that skill- 

(𝛽𝛽 = -0.260, 𝑝𝑝 < 0.05), motivation- (𝛽𝛽 = -0.395, 𝑝𝑝 < 0.01) and empowerment-

enhancing practices (𝛽𝛽 = -0.423, 𝑝𝑝 = 0.000) are all negatively and significantly 

related to turnover intentions.  The estimation is 𝑅𝑅2 = 0.289, and this value 

indicates that about 28.9% of the variability in turnover intentions can be 

explained by the three HR systems. The level 2 estimated residual variance 𝜎𝜎𝑘𝑘0
2  = 

0.551 decreases by adding the three HR systems as predictors; this contrasts with 

the previous intercept-only model (the null model), where the residual variance is 

= 0.582. Again, this value indicates that the HR systems account for differences in 

turnover intentions between companies. Therefore, the analysis of the means-as-

outcomes model provides support for H3 (a, b and c).  

 

Table 5.39: Cross level Path Analysis Results (Hypothesis 3) 

H Hypothesized Paths Betas       SE           t-value    p 

H3a 
H3b 
H3c 

Skill → Turnover Intentions  
Motivation → Turnover Intentions 
Empowerment  → Turnover Intentions 

-0.260      0.128     -2.031      0.042 
-0.395      0.156     -2.524      0.012 
-0.423      0.106     -4.002      0.000 

 

 

5.11.3 Cross-level Interaction: Multilevel Mediation Model 

This model examines whether indirect effects exist between the three predictors 

at the unit level (skill-, motivation- and empowerment-enhancing HR practices) 

and the individual outcome (i.e., turnover intentions). Specifically, intervening 

variables are added to the previous multilevel model as mediators. The model 

proposes that the three HR systems influence turnover intentions directly and 

indirectly through mediators at the unit level, namely competitive culture, 

innovative culture, bureaucratic culture, community culture and human capital. 

In brief, this model tests the hypotheses H9 and H10. Hypothesis 9 posits that 

(H9a) competitive culture, (H9b) innovative culture, (H9c) bureaucratic culture 

and (H9d) community culture are independently and significantly related to 
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turnover intentions. The results show that competitive culture and community 

culture are the only mediators variables that have significant effects on turnover 

intentions while innovative and bureaucratic culture and human capital do not. 

Although there is a positive and significant coefficient for competitive culture (𝛽𝛽 = 

0.657, 𝑝𝑝 < 0.05), it is a negative coefficient for community culture (𝛽𝛽 = -0.774, 𝑝𝑝 = 

0.000). The estimated is 𝑅𝑅2 = 0.639, and this value indicates that about 64% of 

the variability in turnover intentions can be explained by the four organisational 

culture types and human capital. This value is much higher compared to about 

28.9% what HR systems alone explain (in the means-as-outcomes model). The 

level 2 estimated residual variance 𝜎𝜎𝑘𝑘0
2  = 0.361 decreases by adding 

organisational culture types and human capital when compared with the previous 

model, where the residual variance is = 0.551. Again, these values indicate that 

the mediators account for differences in turnover intentions between companies. 

These results provide support for H9a and H9d, but not for H9b and H9c.  

Hypothesis 10 posits that the four organisational culture types and human 

capital will mediate the relationships between skill-, motivation- and 

empowerment-enhancing HR practices and turnover intentions. Looking at the 

conceptual framework of the current study, the lower level variable (turnover 

intentions) in the multilevel model is more likely to be influenced from upper 

level variables than diverse ones. The relationships between the mediators (in 

level 2) and the dependent variable is a direct cross-level effect referred to as 

‘cross-level mediation-upper mediator’ (Mathieu and Taylor, 2007, p. 150). 

Mediations in the 2-2-1 models could be tested following Mathieu and Taylor 

(2007) approach. 

First, the regressions of the turnover intentions on the three HR systems are 

statistically significant, as already supported in H3 and explained in the previous 

model (means-as-outcomes model). Therefore, there are significant associations 

(direct effects) between HR systems and turnover intentions.  

Second, as shown in testing H4, the regression of the four culture types on the 

three HR systems is significant. However, the regression of human capital is only 

significant on motivation-enhancing HR practices (path a). 

Third, the results from H9 support the significant coefficients of turnover 

intentions on both competitive and community culture while other mediators are 

not significant (path b). Although the significance of these paths may denote that 
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there are some encouraging signs, it does not guarantee that the mediation effect 

will exist.  

However, rather than adopt the conventional steps approach by estimating the 2-

2 part of the model (path a) and the cross-interaction effects (path b), Preacher et 

al. (2010) recommend using the MSEM approach by examining the two parts 

simultaneously (2-2 and 2-1 relations). The results show that the unstandardized 

indirect effects of HR systems on turnover intentions through the mediators (the 

four culture types and human capital) are not statistically significant. For 

instance, the indirect effect from skill-enhancing to turnover intentions is not 

significant when it comes to competitive culture (γ = 0.005, 𝑀𝑀𝑅𝑅 = 0.121, n.s.), 

innovative culture (γ = 0.026, 𝑀𝑀𝑅𝑅 = 0.074, n.s.), bureaucratic culture (γ = -0.042, 

𝑀𝑀𝑅𝑅 = 0.113, n.s.) and community culture (γ = -0.194, 𝑀𝑀𝑅𝑅 = 0.275, n.s.). The same 

results are found for all the indirect effects from motivation- and empowerment-

enhancing to turnover intentions via mediators (organisation culture types and 

human capital). These findings provide no support for H10. Therefore, testing for 

the multilevel mediation model shows that the four organisational culture types 

and human capital do not mediate the relationships between skill-, motivation- 

and empowerment-enhancing HR practices and turnover intentions. Table 5.40 

presents the multilevel mediation effects of organisation culture in the 

associations of HR systems with turnover intentions. 
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Table 5.40: Multilevel Mediation Path Analysis Results (Hypothesis 10) 

H Hypothesized Paths Betas         SE          t-value    p 

H10a 
 

Skill → Competitive Culture → Turnover Intentions 
Motivation → Competitive Culture → Turnover Intentions 
Empowerment → Competitive Culture → Turnover Intentions 

0.005       0.121      0.045      0.964 
0.285       0.328      0.868      0.385 
-0.230      0.283     -0.815      0.415 

H10b 
 

Skill → Innovative Culture → Turnover Intentions 
Motivation → Innovative Culture → Turnover Intentions 
Empowerment → Innovative Culture → Turnover Intentions 

0.026       0.074      0.351      0.726 
0.071       0.173      0.412      0.681 
-0.061      0.152     -0.403      0.687 

H10c 
 

Skill → Bureaucratic Culture → Turnover Intentions 
Motivation → Bureaucratic Culture → Turnover Intentions 
Empowerment → Bureaucratic Culture → Turnover Intentions 

-0.042      0.113     -0.371      0.711 
-0.166      0.202     -0.820      0.412 
0.173       0.217      0.797      0.425 

H10d 
 

Skill → Community Culture → Turnover Intentions 
Motivation → Community Culture → Turnover Intentions 
Empowerment → Community Culture → Turnover Intentions 

-0.194      0.275     -0.704      0.481 
-0.365      0.330     -1.105      0.269 
0.324       0.305      1.063      0.288 
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5.12 Summary of Hypotheses Testing Results 

Table 5.41: Summary of Hypotheses Testing Results 

No. Hypothesis Result 

H1 (H1a) skills-, (H1b) motivation- and (H1c) 

empowerment-enhancing HR practices are 

significantly associated with service performance 

• H1a: Not supported    

• H1b: accepted   

• H1c: Not supported    

H2 (H2a) skills-, (H2b) motivation- and (H2c) 

empowerment-enhancing HR practices are 

significantly associated with OCB 

• H2a: accepted   

• H2b: accepted 

• H2c: accepted   

H3 (H3a) skill-, (H3b) motivation- and (H3c) 

empowerment-enhancing HR practices are 

negatively related to turnover intentions 

• H3a: accepted   

• H3b: accepted 

• H3c: accepted   

H4 (H4a) skills-, (H4b) motivation- and (H4c) 

empowerment-enhancing HR practices are 

significantly associated with the four 

organisation culture types (competitive culture, 

innovative culture, bureaucratic culture, and 

community culture). 

• H4a: accepted   

• H4b: accepted 

• H4c: accepted   

H5 (H5a) competitive culture, (H5b) innovative 

culture, (H5c) bureaucratic culture, and (H5d) 

community culture are significantly associated 

with service performance 

• H5a: accepted   

• H5b: accepted 

• H5c: accepted   

• H5d: Not supported    

H6 (H6a) competitive culture, (H6b) innovative 

culture, (H6c) bureaucratic culture, and (H6d) 

community culture independently mediate the 

relationships between skills-, motivation- and 

empowerment enhancing HR practices and 

service performance. 

• H6a: accepted   

• H6b: accepted 

• H6c: accepted   

• H6d: Not supported    
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H7 (H7a) competitive culture, (H7b) innovative 

culture, (H7c) bureaucratic culture, and (H7d) 

community culture are significantly associated 

with OCB 

• H7a: Not supported    

• H7b: Not supported    

• H7c: accepted   

• H7d: accepted   

H8 (H8a) competitive culture, (H8b) innovative 

culture, (H8c) bureaucratic culture and (H8d) 

community culture independently mediate the 

relationships between skills-, motivation- and 

empowerment-enhancing HR practices and OCB 

• H8a: Not supported    

• H8b: Not supported    

• H8c: accepted   

• H8d: accepted   

H9 (H9a) competitive culture, (H9b) innovative 

culture, (H9c) bureaucratic culture, and (H9d) 

community culture are significantly associated 

with turnover intentions 

• H9a: accepted   

• H9b: Not supported    

• H9c: Not supported    

• H9d: accepted   

H10 (H10a) competitive culture, (H10b) innovative 

culture, (H10c) bureaucratic culture and (H10d) 

community culture independently mediate the 

relationships between skills-, motivation- and 

empowerment-enhancing HR practices and 

turnover intentions 

• H10: Not supported    

 

H11 Human capital mediates the relationships 

between (H11a) skills-, (H11b) motivation- and 

(H11c) empowerment-enhancing HR practices 

and service performance 

• H11a: Not 

supported    

• H11b: accepted   

• H11c: Not supported    

H12 Human capital mediates the relationships 

between (H12a) skills-, (H12b) motivation- and 

(H12c) empowerment-enhancing HR practices 

and OCB 

• H12a: Not 

supported    

• H12b: accepted   

• H12c: Not supported    
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Chapter 6 Discussion 

6.1 Introduction  

This chapter presents a discussion on the findings of this study. It starts by 

providing a brief presentation of this study’s main findings. The main body of this 

chapter contains several sections that discuss the major findings involving the 

following issues: the direct effects of the three HR systems on service 

performance, OCB and turnover intentions, the direct effects of HR systems on 

the four organisational culture types and the indirect effect of HR systems on the 

study’s outcomes through both the mediating effect of organisational culture and 

through human capital.  

This chapter provides interpretations for this study’s results and clarification of 

those findings in light of the extant literature. It also provides potential 

explanations for unexpected results by investigating the study’s context and 

presenting supporting evidence from previous studies.  

6.2 Results Interpretation  

Many authors in strategic human resource management (SHRM) assert that 

generating a competitive advantage and leveraging performance requires the 

careful design of HR practices (Delery and Doty, 1996; Jackson et al., 2014; 

Delery and Roumpi, 2017; DeNisi and Murphy, 2017). However, what is still 

unclear is what mechanisms HR can use to positively influence performance 

(Becker and Huselid, 2006; Jiang et al., 2012b). This study endeavours to look 

beyond the direct effect of HRM on performance by considering the indirect effect 

of intermediate variables. In particular, while relying on the resource-based view 

and human capital perspectives, this study examines whether HR systems (skill-

enhancing, motivation-enhancing and empowerment-enhancing practices) are 

positively related to organisation outcomes (service performance and 

organisation-citizenship behaviour) and negatively related to individual outcomes 

(turnover intention). For a better understanding of the underlying mechanisms, 

this study investigates multiple factors simultaneously (Jiang et al., 2013). The 

mediator roles of different organisational culture types as well as human capital 

were studied in the knowledge-based services in Saudi Arabia.  
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The results from testing this study’s hypotheses indicated that different sets of 

HR systems are significantly associated with different outcomes. Much of the 

previous research on SHRM utilised a summed index set of HR practices (Boselie 

et al., 2005; Combs et al., 2006). For instance, Combs et al. (2006) showed that 

studies investigating the relationship between HR and performance use various 

large components of high performance work systems. It is common among these 

studies to investigate the HR practices as a unidimensional index. A serious 

weakness with this approach, however, is assuming that all HR practices have 

identical effects on business outcomes.  

However, this study challenged that approach by demonstrating that dividing HR 

practices into three dimensions or systems would yield different effects on an 

organisation’s outcomes. These three systems are based on the AMO model of 

HRM (Lepak et al., 2006; Jiang et al., 2015b). The configuration of each of the 

three HR systems includes a mix of practices that are internally consistent and 

demonstrate a horizontal fit, as each system aims to achieve a specific 

organisation goal (Subramony, 2009; Jiang et al., 2012b). The AMO model does 

not necessarily disregard the vertical fit, but it is usually more common to adopt 

a configuration approach that emphasises the horizontal fit among practices in a 

bundle and display the vertical fit with other organisational factors, such as 

organisational culture (Delery and Doty, 1996; Delery and Roumpi, 2017).      

The results of this study confirm that HR systems have significant effects on 

service performance and OCB and have negative effects on turnover intentions. 

Another important finding is that not all of the HR systems have the same effect 

on organisational and individual outcomes. In terms of mediating the effects of 

different organisational culture types, the study shows that each culture type has 

a unique role in the relationships between the HR systems and the outcomes. The 

most obvious finding to emerge from the analysis is that the three HR systems 

work disparately in influencing the desired organisational culture that leads to 

enhanced performance. While skill- and empowerment-enhancing practices 

associate negatively with organisational culture, motivation-enhancing practices 

associate positively with organisational culture. At the organisation level, 

competitive and innovative cultures relate significantly to service performance, 

and community culture relates significantly to OCB. Interestingly, the bureaucratic 

culture type exclusively affects both service performance and OCB. At the 

individual level, competitive and community cultures relate to turnover intentions, 
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but no culture types mediate the relationship between the HR systems and 

turnover intention. Finally, human capital only mediates the relationships between 

motivation-enhancing HR systems and either service performance or OCB. 

Contrary to expectations, this study does not find support for the mediating roles 

of organisational culture and human capital on the relationships between the HR 

systems and turnover intentions.  

The next sections provide further details of the main findings, interpretations of 

the results and discusses the findings from the tested hypotheses by using the 

present literature to show their relevance. It also provides the more likely 

explanations for any unanticipated results that may contradict other studies. 

6.2.1 The Relationship between HR Systems and Service performance   

This study is designed to determine the effects of HR systems on organisations 

and individual performance. At the organisation level, hypothesis 1 predicts that 

(H1a) skills-, (H1b) motivation- and (H1c) empowerment-enhancing HR practices 

are independently and significantly associated with service performance. The 

coefficient of motivation-enhancing practices is significant and positive, as 

anticipated, but it is not significant for skill-enhancing and empowerment-

enhancing HR practices. These findings support H1b but not H1a and H1c. These 

results provide further support for the idea that not all of the HR practices have 

the same impact on organisation performance (Jiang et al., 2012b). The 

assumption that all HR components have an equivalent effect has already been 

challenged by Jiang et al. (2012b), Gardner et al. (2011), Subramony (2009) and 

others. This heterogeneous development could be explained by the fact that not 

all of the HR practices have equal strategic value in their ability to enhance the 

competitive advantage of an organisation (Becker and Huselid, 2006). Another 

possible explanation for the disparate effects of the HR systems is differential 

strategic implementation.  

The compelling evidence of the positive relationship between the HR systems and 

performance has been reported in the literature (Denisi and Smith, 2014; Jackson 

et al., 2014), however, contrary to expectations, this study does not find support 

for the effects of all three HR systems, only motivation-enhancing has an effect 

on service performance. This discrepancy could be attributed to the impact of the 

industry sector. This explanation is supported by the conclusion of Combs et al. 

(2006) and Subramony (2009) meta-analytic reviews, which found a stronger 

positive association between HR and performance in manufacturing firms than in 
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service firms. This is because firms in manufacturing settings tend to follow strict 

initiatives, such as total quality management, which require careful workforce 

modifications, such as structured hiring and intensive training, due to their 

immediate bottom-line consequences. Therefore, when these initiatives are 

combined with HR bundles, they are more likely to receive appropriate managerial 

attention and financial support. In the service sector, however, organisations face 

some challenges when they work to implement such initiatives. Service workers 

have frequent turnover, which means that organisations often do not have the 

opportunity to introduce the appropriate measures to change their employees’ 

behaviours through HR practices (Subramony, 2009).  

The current study is conducted within the knowledge-based service sector, which 

includes organisations with high-level technology and/or with better-educated 

employees where more than 75.3% of participants have Bachelor degrees or 

above. In their recent meta-analysis, Tzabbar et al. (2017) found that the 

correlation between the HR practices and performance was not significant in high-

technology industries. In such kind of industry, it seems that growing trend to 

diminish the role of employees as technology began to replace them (Bowen, 

2016). In this situation, employees may perceive HR practices (skills and 

empowerment-enhancing) as practices that do not strive for service performance. 

This is because individuals who are recruited in this extremely competitive skills 

market are already highly skilled. This might suggest that there is a ceiling effect 

in operation (i.e. adding more skill-enhancing HR practices does not create any 

significant benefits). 

In the extant literature, at least one multilevel study found the same result. Liao 

and Chuang (2004) study of 257 employees, 44 managers and 1,993 customers 

from 25 restaurants revealed that training programs (an example of a skill-

enhancing practice) and performance incentives were not associated with service 

performance. One possible explanation is that providing training does not 

necessarily mean that employees properly transfer their training to their jobs or 

retain what they learned over time. In 1422 companies in Hong Kong, Chan et al. 

(2004) found the same results that HR practices (skills, motivation and 

communication) did not related to organisational performance. From a North 

American airline study, Zerbe et al. (1998) found no support for the association 

between training, rewards and performance appraisal with service behaviour. 

Yalabik et al. (2017) suggest that providing extra training for professionals may 
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make them more attractive for competitors to gain specialised expertise and 

therefore it is unlikely to offer training by knowledge intensive organisations.  

Furthermore, Tharenou et al. (2007) suggest that training (as an example of skill-

enhancing practices) may influence organisational performance indirectly through 

HR outcomes such as attitudes, motivation and behaviours. In turn, employees’ 

collective attitudes and behaviours should influence organisation performance. It 

is likely that HR systems are complex practices aim to influence employees’ 

collective attitudes and behaviours such as satisfaction and commitment where 

these attributes work as mediators for the influence of HR systems on 

performance (Tharenou et al., 2007).  

The current study also found that empowerment-enhancing HR practices did not 

related to service performance. This finding is consistent with the meta-analysis 

of Combs et al. (2006) who found that team and information sharing (i.e. 

empowerment practices) do not have significant associations with organisational 

performance. It seems that sharing specific type of information is critical more 

than others for empowering employees.  

In addition, in their meta-analysis, Tzabbar et al. (2017) concluded that not all of 

HR practices have significant relationships with performance. In specific, those 

authors found that the associations between employee development (i.e. skill-

enhancing practice), job security and organisational commitment practices (i.e. 

empowerment-enhancing practices) with performance are not significant in 

service sector. Thus, the results of the current study provide support for such 

conclusion. Taken together, these findings suggest that not all of HR systems are 

equal in its relationships with performance.  

Future research may investigate how implementing skill-enhancing and 

empowerment HR practices affects service performance. The mere 

implementation of such practices does not show its influence in performance 

while investigating the effectiveness of implementations might provide great 

insights (Combs et al., 2006). The measurement of HR systems in countries 

where HRM are less mature may need to go beyond just assessing availability of 

some practices to evaluate effectiveness of its application (Chan et al., 2004). 

Another suggestion is to investigate HR systems developed specifically for 

services. Service work is characterised by low task interdependence and 

significant role of customer in processing the service. Therefore, it might be 
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some HR systems are matter more than others in service context to reduce stress 

and bring out of the performance potentials (Combs et al., 2006).       

However, providing HR practices that focus on motivating knowledge workers to 

exploit their skills and knowledge in the workplace is far more important. A 

possible explanation for the effects of the motivation system in such sector might 

be that because employees perceive themselves as determinants for 

organisational competitiveness. Such employees possess unique skills and talents 

which require the careful design of HR practices to keep them motivated. Working 

in this type of organisation requires unique skills and knowledge to deal with 

uncertainty and complexity (Horwitz et al., 2003). Therefore, the traditional 

approach of compensation should no longer be considered as effective in a 

knowledge-based economy. Some suggest a favoured portfolio of practices, such 

as rewards based on the recognition of achievements, rewards based on the 

knowledge sharing, flexible job design and providing leading-edge technology 

(Horwitz et al., 2003). The most popular strategies for motivating knowledge 

workers are assigning challenging work, regular contact with senior executives, 

support from top management, respect of the individual’s dignity, receiving 

incentive bonuses and a willingness to share gains within a work culture that 

advocates for vocational freedom and independence.  

These ideas about motivational practices that required to knowledge workers 

correspond with the motivation-enhancing practices measure that utilised in the 

current study. Participants are asked to report several practices used in their 

workplace such as: merit pay ‘pay raises for employees in this job are based on 

job performance’, company-wide bonuses ‘employees in this job have the 

opportunity to earn company-wide bonuses (or commissions) for productivity, 

performance, or other operating company performance outcomes,  and 

promotion opportunities ‘qualified employees have the opportunity to be 

promoted to positions for greater pay and/or responsibility within company’.    

One important practice for motivating employees in knowledge-intensive services 

(KIS) is assigning a mentor for newcomers. A mentor would normally be an 

experienced manager who provides guidance and motivation to help new 

employees learn and develop new skills (Fu et al., 2015). Mentoring can help 

employees manage their relationships with customers and develop efficient 
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socialisation links with their co-workers. This technique motivates employees to 

exploit their knowledge and experience and provide great service. 

In contrast, other practices that are considered least effective for motivating 

those in knowledge-based careers include granting generous cash awards for 

innovation, conference studies or a flexible work design (Horwitz et al., 2003). In 

previous literature, other motivation practices such as performance appraisal 

(Combs et al., 2006), internal career opportunities and profit sharing (Tzabbar et 

al., 2017) do not have significant relationships with organisational performance. 

Combs et al. (2006) suggest that in order to make performance appraisal 

effective, it needs to be developmental rather than control or results oriented. 

Organisations in this particular sector need to follow effective procedures for 

motivation and implement retention strategies in order to improve their service 

performance. Monetary rewards alone are not guaranteed to induce motivation, 

so HR managers in KIS should work closely with each employee to satisfy their 

individual needs.  

6.2.2 The Relationship between HR Systems and OCB 

The study posits in hypothesis 2 that (H2a) skills-, (H2b) motivation- and (H2c) 

empowerment-enhancing HR practices independently are associated significantly 

with OCB. The results show that both skill-enhancing and empowerment-

enhancing practices have a significant and positive relationship with OCB whereas 

motivation-enhancing practices have a significant and negative effect on OCB. The 

results show that skill-enhancing practices have more of an effect on OCB than 

motivation or empowerment practices do.  

These findings support H2, and are in line with the previous studies in the field. 

In a study of 297 employees in the U.K.’s service sector, Alfes et al. (2013) found 

that when employees had positive perceptions of HR practices in their 

organisation, they tended to reciprocate by offering further OCB. Accordingly, 

when employees perceived that HR practices provided underlying benefits for 

them, they tended to reciprocate by exerting discretionary behaviours such as 

OCB (Nishii and Wright, 2008). 

Empowerment-enhancing HR practices, for instance, grant employees more 

discretion, more autonomy, opportunities to share in decision making and 

chances to work on meaningful tasks, which may help to shape a positive climate 

in the workplace that promotes engaging in discretionary behaviours (Subramony, 
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2009). Particularly in the service sector, employees need to engage in extra roles 

and behaviours that go beyond their job requirements in order to provide 

competent service for their customers and meet any unexpected needs (Nishii et 

al., 2008). In knowledge-intensive organisations context, Yalabik et al. (2017) 

denote that creating team environment for professionals to participate in decision 

making works to increase team effectiveness commitment which in turn enhance 

their OCB.  

However, this study finds that motivation-enhancing practices have a negative 

association with OCB. It seems possible that some kinds of extra behaviours, 

such as OCB-I, are less likely to be observed and noticed by managers, but are 

often perceived by the targets (i.e. co-workers) (Chiaburu et al., 2017). Therefore, 

managers who do not grant attractive incentives for their employees’ OCB could 

underrate such behaviours. Such a lack of reward for OCB or other desired 

behaviours might send signals to employees that their managers do not 

appreciate their helpful behaviours enough. 

Another potential explanation for the negative association between motivation 

practices and OCB is the reward system, which could be categorised as outcome-

based and behaviour-based (Bergeron et al., 2014). In outcome-based reward 

systems, employees are rewarded for their good results and are evaluated based 

on the outcome of those results rather than how they obtained them. In contrast, 

behaviour-based systems focus on evaluating and rewarding employees’ 

behaviours instead of their results. Some studies found that OCB was positively 

associated with subjective performance evaluations but negatively associate with 

objective evaluations (Bergeron et al., 2014).  

In addition, some practices may have a diverse effect that discourages employees 

from engaging in OCB. Bamberger and Belogolovsky (2017) found that pay 

transparency might adversely affect employees’ tendencies towards exerting 

discretionary behaviours. This is plausible when employees discover that their 

peers are paid more than them. While most studies raised the crucial role of 

fairness within the pay system, the emotional consequences of how pay and 

rewards are administered may have a broader range of implications. Accordingly, 

pay transparency policies should be carefully adopted along with wisely 

communicated reward and motivation systems and other mechanisms to 

minimise any diverse effects that may deter helpful employee behaviours.     
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In fact, previously published studies on conceptualising the construct of OCB are 

inconsistent. For instance, Organ et al. (2006, p. 8) considered OCB as an 

‘individual behaviour that is discretionary, not directly or explicitly recognized by 

the formal reward system’. The key feature here is that managers do not formally 

reward OCB. A number of writers have contested this view in recent years. In their 

recent meta-analysis, Cropanzano et al. (2017) asserted that such citizenship 

behaviours should be recognised based on HR systems in the workplace. This 

study shows that Saudi companies offer little guidance and do not carefully define 

whether specific citizenship behaviours are viewed as extra behaviours or in-role 

behaviours. Such ambiguity in rewarding employees’ behaviours may create an 

unwillingness to participate in extra productive behaviours like OCB.  

Having said that, it is important to highlight that the OCB measurement adopted 

in this study focused on the effectiveness of OCB rather than rating the frequency 

of OCB engagement. Such a measurement did not capture the amount of time 

and effort exerted in discretionary behaviours (Bergeron et al., 2014). These 

results, therefore, should be interpreted with caution.    

6.2.3 The Relationship between HR Systems and Turnover Intentions 

This study examines Hypothesis 3, where (a) skill-, (b) motivation- and (c) 

empowerment-enhancing practices are negatively related to turnover intentions. 

As expected, the result of the standardised regression coefficient shows that skill-

, motivation- and empowerment-enhancing practices are all negatively and 

significantly related to turnover intentions.  

The results, however, show that empowerment-enhancing practices have a 

stronger influence over the decrease in turnover intentions than motivation- and 

skill-enhancing HR practices do. Empowerment practices are expected to address 

the needs for autonomy, competence and relatedness, which may increase 

employees’ affective commitment (emotional involvement) and thus, decrease 

turnover intentions (Gardner et al., 2011). HR practices that aim to empower 

employees by allowing them to share information and engage in decision-making 

processes and by treating them in a respectable way may strengthen the 

employees’ emotional relatedness and increase their identification with an 

organisation, which in turn can decrease their intentions to leave (Subramony, 

2009). Knowledge workers who feel high commitment towards teams by sharing 

knowledge tend to have higher attachment and commitment to their 

organisations which in turn reduce their intention to quit (Yalabik et al., 2017). 
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Employees in knowledge-intensive organisations need to ensure that their talents 

are retained inside an organisation’s boundaries. Such employees have a high 

turnover based on their competitive qualifications and experience. The intrinsic 

motivation for such employees is based on their opportunity to develop 

professional skills and satisfy their expectations (Millar et al., 2017).   

Other motivation practices, such as group bonuses, formal performance 

evaluations and promotion opportunities, are effective at making employees less 

likely to leave. Skill-enhancing practices, such as a formal employment process 

and tuition reimbursement, still aid in declining turnover intentions, although 

their influence is less effective than the empowerment and motivation HR 

practices. This finding supports the conclusion of Horwitz et al. (2003) who 

denoted that practices, such as generous funding for studies and recruiting a 

critical mass of knowledge workers to ensure the availability of large applicant 

pools, are the least effective strategies for the retention of knowledge services.         

These results match those observed in earlier studies. From a survey study of 197 

employees and their supervisors, De Gieter and Hofmans (2015) concluded that 

sufficient rewards for employees would make them more likely to be satisfied 

with their job and reduce their intentions to leave. Moreover, in a study for the 

U.K.’s service sector, Alfes et al. (2013) found that employees’ positive perception 

of HR practices had negative effects on turnover intentions. It is suggested that 

employees perceive excellent HR practices as an indication of commitment to 

them by their organisations, and in turn, they would reciprocate by exerting high 

performance and reducing their intentions to leave. The same result was also 

present in a non-western country. Darwish et al. (2013) found that the careful 

design of HR practices had a positive impact on reducing turnover intentions in 

99 Jordanian companies.  

It seems possible that these results were due to the critical role of HR systems not 

just in enhancing employees skills, motivation and empower to perform, but also 

in shaping supply-side and demand-side mobility constraints for an organisation’s 

human resources (Campbell et al., 2012; Delery and Roumpi, 2017). HR systems 

may influence supply-side constraints by offering a mixture of financial and non-

financial incentives to enhance an employer’s attractiveness (how individuals 

perceive their workplace) and job-embeddedness. Practices, like selective staffing 

and training, ensure high congruence between employees’ and organisation’s 
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needs  because they send signs to the employees that their organisation cares 

about them and values their contributions (Huselid, 1995; Gardner et al., 2011). 

Such practices may work to increase supply-side mobility barriers for human 

resources where employees are less likely to leave due to attractiveness of their 

employer and their high fit perceptions (job-embeddedness) between their 

abilities and their organisation’s characteristics. High compensations based on 

performance would also enhance employer attractiveness and job-embeddedness. 

High performers will be satisfied with an appropriately designed rewards system 

and will perceive that their organisation wishes to retain them. This will decrease 

their willingness to leave.  

In terms of demand-side mobility constraints, HR systems could work to shape 

their competitors’ perceptions of high performance employees, making them 

difficult for competitors to recognise (Delery and Roumpi, 2017). For instance, 

having employees work in teams sends the signal to rivals that success is based 

on the complementary efforts of various employees rather than on a few star 

performers. By doing so, HR systems work to not only enhance ability, 

empowerment and motivation to perform, but also use different mechanisms to 

keep employees from leaving.    

In their meta-analytic reviews, Hancock et al. (2017) and Heavey et al. (2013) 

denoted that sophisticated HR practices might create signals for inducement and 

investment which imply that organisation commitment to long employment 

relationships, such as providing training opportunities, tangible rewards, internal 

mobility and participation-enhancing practices (e.g. promoting discretion, 

autonomy, work groups and flexible work design). All of these HR practices may 

reduce turnover intentions among employees since it satisfies their self-interests 

and demonstrates organisation’s desire to retain their human resources by 

showing greatest investment in workforce quality. De Gieter and Hofmans (2015) 

suggested that satisfaction with rewards was negatively related to turnover 

intentions. They suggested that in order for companies to efficiently reduce 

employee turnover, the HR practices should be flexible so they can satisfy 

different individuals’ needs and preferences. Good HR practices make 

employment in an organisation more desirable for the employees by making 

them feel valuable, which makes them are less likely to quit their jobs. This study 

is consistent with other studies in this matter. 
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6.2.4 The Relationship between HR Systems and Organisation Culture 

Hypotheses 4a, 4b and 4c indicate that the three HR systems are associated with 

the four organisational culture types (competitive culture, innovative culture, 

bureaucratic culture, and community culture). The results confirm that all three 

HR practices have significant but different effects on the four culture types. While 

skill-enhancing and empowerment-enhancing practices are negatively associated 

with culture types, motivation-enhancing HR practices have a positive effect on all 

four culture types. HR practices are more strongly associated with competitive 

and innovative cultures than bureaucratic and community cultures. The primary 

added value for employees in such sectors is the opportunity for employees to 

share their competencies and disseminate their knowledge (Strambach, 2008). 

Providing an effective motivation system may help to create a culture that 

advocates for the adaptation of the organisation into the surrounding 

environment by seeking innovative responses for market demands. Motivation-

enhancing practices also work to enforce competitive cultures, which focus on 

customer care, productivity and goals achievement.  

Although some authors have examined the relationships between HR systems and 

organisation culture types, the results are not consistent and, therefore, are 

difficult to make comparisons. For instance, Den Hartog and Verburg (2004) 

found that pay-for-performance only positively related to goal orientation 

(competitive culture). Those authors also found that team performance and 

information sharing meetings (empowerment practices) did not related to any of 

culture types. In a survey study from 181 HR managers, Ngo and Loi (2008) 

reported that employee skills flexibility did not related to adaptability (innovative) 

culture. Chew and Sharma (2005) concluded from a study of 120 companies in 

Singapore that strategic HRM effectiveness (such as team and empowerment) 

related positively with leadership (bureaucratic) culture and negatively but not 

significant with meritocratic (competitive) culture. In contrast, those authors 

found that technical HRM effectiveness (compensation, recruitment and training) 

related negatively with leadership culture and positively but not significant with 

meritocratic culture.  

In the current study, skill-enhancing and empowerment-enhancing HR practices 

are both negatively associated with the four culture types, although 

empowerment practices have a more negative association with a similar 
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magnitude of effects. Organisations in the knowledge market tend to follow strict 

procedures for attraction their talented workforces. Working in this type of 

organisation requires unique skills and knowledge to deal with uncertainty and 

complexity. These requirements necessitate creativity, intuition and social skills 

(Horwitz et al., 2003). This means that recruitment and selection (i.e. skill-

enhancing practices) are highly intensive to ensure that competent employees are 

hired. However, this could lead to a reverse effect by shaping a culture that 

employees perceive as undesirable. By intensive hiring process for instance, 

employees feel that they possess knowledge, skills and abilities that are valued 

not only in their current organisation, but in other organisations as well (Gardner 

et al., 2011). Employees can become arrogant, feel that they have a variety of 

employment options and fail to retain loyalty to their organisation. On one hand, 

this could result in less communication between employees, less attachment and 

affiliation with their co-workers (less community culture) and an unwillingness to 

follow routines or opposition to tight control within an organisation (bureaucratic 

culture). On the other hand, employees may feel they are not bonding enough to 

achieve their organisation’s goals or enhance its competitiveness, creativity or 

risk taking, which may discourage orientation towards competitive and innovative 

cultures.  

The above explanation is supported by Millar et al. (2017) and Horwitz et al. 

(2003) who stated that knowledge workers tend to work towards achieving their 

individual priorities and interests rather than group goals. Different individual’s 

interests may create a barrier for sharing and exploiting their competencies in a 

way that would be consistent with their organisation’s culture. An additional 

challenge is that knowledge employees may prefer an independent work style. 

Therefore, recruiting more knowledge workers may not be a wise strategy and 

may have a negative effect on an organisation’s culture. If employees are required 

to share their knowledge, then knowledge workers in such situations may feel 

that they are in ‘cognitive dissonance’ in terms of loyalty to their organisation or 

to other individuals because they prefer to work independently (Horwitz et al., 

2003, p. 33). This indicates that not all popular HR practices are favourable to 

knowledge workers since those individuals may have different views and 

preferences. Therefore, organisations need to recognise the different interests 

and aspirations of their employees.        

The findings indicate that the more skill and empowerment-enhancing HR 

practices the less strong these culture types appear to be present in the 
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organisation. A possible explanation for this is that because skill and 

empowerment practices may give rise to a different type of culture that is not 

sufficiently captured in the four culture types. To be specific, organisations in 

professional services need to enhance trust among their employees so that 

employees can share their knowledge, innovations and experience safely (Millar et 

al., 2017). Knowledge is the core value of knowledge workers, and it is a 

challenge to assure them that this asset will be retained and their value will not 

diminish. This could be attained by developing a culture that highlights 

psychological safety and individual trust between co-workers (Millar et al., 2017). 

Innocenti et al. (2011) concluded from analysing data from 9000 employees from 

45 Italian organisations that trust influences employees’ outcomes according to 

the scope of HR systems. Particularly, trust in management improves 

effectiveness of motivational HR practices to shape positive employees attitudes 

towards their organisations while other HR practices are not significant (practices 

that oriented towards developing employees’ ability and opportunity to 

participation). Thus, there is possible of potential other cultures that work to 

reduce or nullify the influence of HR systems. 

The present study raises the possibility that the context of the study may limit the 

usefulness, distinctiveness of HR systems (Den Hartog and Verburg, 2004). The 

current study was conducted on Saudi service sector. In such context, Saudi 

labour law imposes some regulations in a way that may does not allow 

organisations to be voluntary to adopt some HR practices in order to distinguish 

themselves from others since it is required by law. For instance, there are strict 

working regulations regarding working hours and fair procedures for complaint 

process. However, other practices seem to be less regulated such as rewarding 

and compensation. This may provide possible interpretation for why HR systems 

influence organisation culture differently.    

Although many studies have insisted that the careful design of HR practices could 

generate a competitive advantage and leverage superior performance (Delery and 

Doty, 1996; Delery and Roumpi, 2017), others have asserted that it is necessary 

to look beyond the direct effect of HRM on performance (Denisi and Smith, 2014; 

Jackson et al., 2014; DeNisi and Murphy, 2017). This study responds by 

investigating the effects of organisational culture and human capital as 

intermediate variables and hopes to clarify the underpinning cause for such 

influence. The following sections of this chapter discuss the effects of the 
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intermediate variables on the outcomes of service performance, OCB and turnover 

intentions. It also examine the mediating effects of the variables on the 

relationships between HR systems and those same three outcomes.   

6.2.5 The Mediating Effect of Organisation Culture on HR-Service 

Performance Relationships  

Hypothesis 5 posits that (H5a) competitive culture, (H5b) innovative culture, 

(H5c) bureaucratic culture and (H5d) community culture are independently and 

significantly related to service performance. The results support H5a, H5b and 

H5c, but not H5d. The results show the first three types have significant effects 

on service performance while community culture has no significant effect. 

Although competitive and innovative cultures have fairly similar negative and 

significant effects on performance, bureaucratic culture is the only type that has a 

positive and significant association with service performance.  

This study is consistent with other studies in the field in terms of establishing a 

link between culture and performance. In an analysis of 202 Malaysian 

companies, Rashid et al. (2003) found support for the direct effect of 

organisational culture and commitment on performance. Naor et al. (2008) 

investigated the influence of organisational culture on performance in 

manufacturing plants from six different countries and found support for the 

strong effects of culture on performance.  

In this study, however, competitive and innovative culture related negatively to 

service performance. Lund (2003) denoted that competitive cultures and market 

oriented cultures, which are characterised by decisiveness and goal achievements, 

may not be conducive for generating effective commitment (emotional 

attachment and involvement) and satisfaction from employees. One potential 

consequence of this is the possibility of hindering the employees’ overall 

performance. This finding is in line with what Chow and Liu (2007, p. 53) 

concluded from their study of the high-tech companies in China that ‘fierce 

competition creates barriers for resources and knowledge sharing’.   

The literature is not consistent in showing the influence of all culture types on 

performance. After analysing data from 450 Australian finance managers, Baird et 

al. (2012) found that only two culture dimensions—outcome orientation 

(competitive) culture and teamwork (community) culture—had effects on 

performance, whereas innovation culture had no significant association with 
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performance. Similarly, Ogbonna and Harris (2002) used a survey of 342 

respondents from 20 companies in the Times Top 1,000 list to investigate the 

effects of these four culture types on performance. They revealed that 

competitive and innovative cultures were significantly related to performance 

while bureaucratic and community cultures had no significant effect and showed 

no clear links. 

This study, however, finds that community culture has no effect on service 

performance. After reviewing the literature, finding instances where community 

culture associates with performance is rare. Chow and Liu (2009), as an example, 

compiled data on 451 Chinese firms, which showed that while competitive culture 

was significantly associated with performance, bureaucratic and supportive 

(community) culture had no effect. Chan et al. (2004) came to a similar result 

after their survey study of 1,422 senior executives and HR managers in Hong 

Kong. That study revealed that involvement (community), policy conformity and 

consistency (bureaucratic) cultures had no effect on market performance.    

A likely explanation is that community culture is internally oriented and values 

attachment and affiliation. This emphasis on the internal dynamics between 

employees may hinder their ability to focus on enhancing the customers’ 

experience (Chow and Liu, 2009). Therefore, this type of culture tends to 

influence the internal aspects of an organisation rather than market or service 

performance.  

Although previous studies have revealed no link between bureaucratic culture and 

performance, the current study shows a positive association between the two. 

This interesting finding is likely related to national culture characteristics. Saudi 

culture is highly paternalistic with a heavy focus on looking after individuals in 

extended networks and tribes. This can lead to nepotism and favouritism that 

may have negative effects on those not in the ‘in-group’. Some classify Saudi as a 

low trust society with workplaces that are inflexibly organised and include series 

of bureaucratic procedures and roles (Morden, 1999). Because of the familistic 

nature of Saudi society, where people forge bonds through their families and 

other kinships, such as tribes and clans, those who are unrelated may be trusted 

less. Bureaucratic culture, which emphasises working with formal and clear roles 

and procedures to ensure fair and equitable treatment, may provide a buffer 
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against this typical cultural approach. This would allow bureaucratic culture to 

have a beneficial effect on performance.  

This finding indicates that certain culture types work better and more effectively 

than others do in high-performance companies especially those characterised by 

competitiveness and innovation, such as knowledge-intensive services. However, 

it is suggested that researchers should consider looking beyond the direct effect 

of organisational culture on performance. This could done be by investigating the 

mediating effects of other organisational variables, such as employee attitudes 

and satisfaction (Gregory et al., 2009), communication (Garnett et al., 2008), 

infrastructure quality management (Naor et al., 2008) and HR flexibility (Ngo and 

Loi, 2008). Moreover, organisational culture could work as a mediator between 

HR practices and performance (Zerbe et al., 1998; Harris and Ogbonna, 2001; 

Chow, 2012). Studying the effects of other potential organisational factors, like 

HR systems, may yield greater insight into the link between organisational culture 

and performance. 

Based on that, the study predicts (in Hypothesis 6) that the four organisational 

culture types will mediate the relationships between skill-, motivation- and 

empowerment-enhancing HR practices and service performance. The results of 

analysing H6 show that specific indirect effects from the three HR systems to 

service performance are significant when there is the mediation of (H6a) 

competitive, (H6b) innovative and (H6c) bureaucratic culture; it is not significant 

for the mediation effect of (H6d) community culture. These findings support H6a, 

H6b and H6c, but not H6d. To be specific, competitive culture significantly and 

positively mediates the effects from skill-enhancing and empowerment-enhancing 

HR practices to service performance, and it significantly and negatively effects 

from motivation-enhancing practices to service performance. Although innovative 

culture is similar to competitive culture in the coefficients’ sign and significance, 

bureaucratic culture is the opposite. In particular, bureaucratic culture works as a 

mediator significantly and positively on the effects from motivation-enhancing 

practices to service performance and negatively from skill-enhancing and 

empowerment-enhancing practices to performance.  

These findings show that each type of organisational culture has a unique effect 

on the relationships between the HR systems and performance. These results are 

consistent with other studies (Ngo and Loi, 2008; Chow, 2012). For instance, 

Chow (2012) examined a sample of 243 firms in China and showed that 

competitive culture was more effective than bureaucratic culture in mediating the 
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relationship between HR and performance. Organisational cultures work to 

facilitate cooperation and communication between employees so they can work 

effectively in a competitive environment. The mediating effect of culture provides 

an explanation for the mechanism by which HR influences performance.  

The results reveal that skill- and empowerment-enhancing practices have no 

significant direct effects on service performance, but indirect effects through 

competitive and innovative cultures are supported. This indicates that full 

mediation exists. This finding suggests that effects of HR practices on 

organisational culture account for most of the variation in service performance 

and offers significant support for the idea that the theoretical mechanisms 

underpinning the HR-performance link work primarily through HR effects on 

culture. Particularly, skill-enhancing practices, such as well-structured recruitment 

and selection practices, aim to create an innovative culture by attracting talented 

candidates with higher levels of skill and expertise (Boxall and Purcell, 2011). 

Empowerment-enhancing practices, such as employee involvement, job 

enrichment, and autonomous team working, could create a shared perception 

among employees that the organisation values a culture that advocates for 

achievement, productivity and competence in order to beat its competitors and 

enhance its market share. In turn, fostering competitive and innovative cultures 

through HR practices could lead to enhanced service performance.  

Although it is discerned that skill-enhancing and empowerment-enhancing 

practices affect performance indirectly via competitive and innovative cultures, 

empowerment practices have a larger influence on performance when compared 

to skill-enhancing practices. Knowledge-intensive organisations need to develop a 

culture that advocates sharing and the exploitation of its employees’ creative 

values (Millar et al., 2017). The key priority for such organisations is to stimulate 

creative thinking, innovation and risk-taking behaviours to create new knowledge. 

Employees need a workplace culture where they feel free to adopt new 

approaches or processes without fear of misjudgement. Such a culture facilitates 

participation, communication and the exchange of ideas and innovations. 

Competitive and innovative cultures work to facilitate the effects of skill-

enhancing and empowerment-enhancing HR practices to enhance service 

performance. However, this could mostly be a function of empowerment practices 

aim at delegating tasks to employees, setting goals for achievement and 

providing employees with the opportunity to perform autonomously and then the 
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recruitment process (skill-enhancing) attracts potential candidates who are more 

customer-oriented.   

In contrast to skill and empowerment practices, this study found that the 

motivation-enhancing practices have a positive direct association with service 

performance and a negative indirect association through competitive and 

innovative cultures. One possible explanation for this is that the issue of intensity 

of motivation practices matters more rather than the mere of its existence (Liao 

and Chuang, 2004). The effectiveness of an incentive is based on a perfect 

performance appraisal system. In a culture that advocates competitiveness and 

innovation, if good performers do not consistently receive expected and accurate 

evaluations, then the connection between motivation systems and service 

performance decreases. Future research should further investigate more than the 

existence of motivation practices to examine their effects along with the accuracy 

of the performance appraisal process. Moreover, although financial incentives are 

important, intrinsic motivation factors, such as informal recognition for 

employees in KIS, should not be ignored.    

In this study, the bureaucratic culture positively mediates only the relationship 

between motivation-enhancing practices and service performance. This type of 

culture emphasises following procedures, respecting authority and hierarchical 

structures. This study asserts that service companies characterised by a culture 

that advocates control and routinisation are expected to leverage their service 

performance by using motivation-enhancing HR practices. In such cultures, 

incentive plans and pay-for-performance practices are more effective at 

promoting service performance than other HR practices, such as rigorous 

recruitment and allowing employees to share in decision-making practices.  

In Saudi companies, it is predominant for managers to be the only party involved 

in rating performance. Performance appraisal practices, such as 360 feedback, 

which enables other sources to be involved in evaluating the employees’ 

performance, are not common. Therefore, employees may feel that in order to 

gain bonuses, receive incentives or be promoted, they have to work to please 

their direct managers and not challenge the status quo by showing respect for 

hierarchical structure and bureaucratic culture in the workplace. In this type of 

culture, motivation-enhancing practices are the most effective at encouraging 

superior service performance. 
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This study is unable to demonstrate the mediating effect of community culture on 

any relationship between HR systems and service performance (H6d). At least one 

other study came to the same result. Chew and Sharma (2005) reported that HR 

practices with elite or leader value profiles (bureaucratic culture) had great effects 

on performance compared to collegial (community culture) and meritocratic 

profiles (competitive culture). However, the current study shows that community 

culture positively mediates the link between motivation-enhancing practices and 

OCB (H8d). The results related to community culture will be further discussed 

along with the findings of hypothesis 8 in the following section.  

6.2.6 The Mediating Effect of Organisation Culture on HR-OCB 

Relationships  

Hypothesis 7 posits that (H7a) competitive culture, (H7b) innovative culture, 

(H7c) bureaucratic culture, and (H7d) community culture are independently and 

significantly related to OCB. The results show that both bureaucratic culture and 

community culture have significant and positive coefficients while competitive 

and innovative culture have no significant effects on OCB. These results are in 

agreement with Chuang and Liao (2010) findings, which showed that concern for 

customers (similar to competitive culture) did not affect employees’ helping 

behaviour towards their co-workers. A possible explanation for this is that 

competitive culture mainly focuses on providing competitive work and achieving 

targeted goals, which in turn makes employees perceive that providing high-

quality service is expected and rewarded, whereas exhibiting helpful behaviours 

towards co-workers is not on the same level of preference within the 

organisation. 

Another possible explanation for this could be attributed to the opposite 

characteristics of these culture types. While competitive and innovative cultures 

are externally oriented, the bureaucratic and community cultures are more 

internally focussed (Hartnell et al., 2011). The bureaucratic culture advocates 

control and stability, and employees meet their targets by carefully defining their 

rules. The community culture is concerned with open communication and 

employee involvement. Community cultures value trust, attachment and affiliation 

among employees. These two cultures are internally oriented, which may 

encourage employees to engage in helping others in their organisation.  
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However, this study determines that community cultures have a greater effect on 

OCB than bureaucratic cultures. Instead of valuing rules, procedures and 

hierarchies, an organisation that focuses on community culture, which advocates 

teamwork and commitment to employees, may enhance organisational OCB. 

Therefore, it is expected that such cultures facilitate cooperation. To clarify, 

having an intermediate ‘reasonably’ sized network may increase employees’ 

opportunities to engage in helping other colleagues and receive high priority 

requests for help from others (Stea et al., 2017). However, it is not just the size of 

a network that matters; it is the quality of the relationships among the employees 

in an organisation that may affect helpful behaviours. This is what the community 

culture endeavours to create in any organisation. Therefore, investing in social 

capital by fostering strong interpersonal connections and creating an 

environment that promotes trust positively influences OCB (Ellinger et al., 2013).    

Based on social exchange theory, when employees believe they are being treated 

fairly, they tend to reciprocate that treatment by exhibiting helpful behaviours 

beyond what their jobs require (Nishii and Wright, 2008; Alfes et al., 2013). 

Employees tend to engage in discretionary behaviours like OCB when their 

organisation treats them like extended family or is a friendly place to work. By 

creating the shared perception among workers that their organisation is 

concerned about its employees, the employees are obliged to reciprocate that 

concern by engaging in extra-role behaviours beyond their call of duty (Chuang 

and Liao, 2010). Therefore, internal investment in providing clear rules and 

procedures to promote community and bureaucratic cultures could facilitate 

discretionary behaviours such as OCB. 

Hypothesis 8 posits that the four organisational culture types ((H8a) competitive, 

(H8b) innovative, (H8c) bureaucratic and (H8d) community culture independently 

mediate the relationships between skill-, motivation- and empowerment-

enhancing HR practices and OCB. The results reveal that only bureaucratic and 

community cultures have significant mediation effects between HR practices and 

OCB. Although bureaucratic and community cultures work as positive mediators 

on the effects from motivation-enhancing practices to OCB, they do so negatively 

on the effects from skill- and empowerment-enhancing practices to OCB.  

Taken together, the results from H5 and H6 (effects of culture types on service 

performance) with the conclusions from H7 and H8 (effects of culture types on 

OCB) provide insights into the unique role of each organisational culture type. 

While organisations that promote competitive and innovative cultures may affect 
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service performance, organisations that boost community cultures seem to 

enhance their employees’ OCB. This conclusion is in line with Baird et al. (2012) 

conclusion that outcome orientation (competitive) culture was associated with 

performance related outcomes while teamwork oriented (community) culture was 

associated with staff related outcomes. Interestingly, bureaucratic culture types 

exclusively affect both service performance and OCB.  

The above conclusion is also in agreement with Chuang and Liao (2010) findings, 

which showed that the perception of concern for customers (competitive culture) 

mediated the relationship between HR and service performance while concern for 

employees (community culture) mediated the relationship between HR and OCB. 

Further discussion of the comparison between the mediating effects of 

organisation culture in the relationships between HR systems and service 

performance and OCB are given in the following sections. 

This study shows that while competitive and innovative cultures mediate the 

relationship between HR practices and service performance, they do not mediate 

relationships with OCB. In competitive and innovative cultures, employees 

understand that the orientation is externally focused and providing superior 

service is expected (Hartnell et al., 2011). Employees in such culture types feel 

they are valued in their organisations because they are carefully hired, intensely 

trained (skill-enhancing), treated with respect and empowered enough to 

accomplish their tasks (empowerment-enhancing). When employees feel they are 

valued, they will treat their customers as valued. In a study of 407 customer-

facing employees in various service organisations, authors concluded that when 

employees become highly committed to delivering high-quality service and 

performance, this may lead to absence of commitment towards helping their co-

workers (Ellinger et al., 2013).  

In contrast, employees in community culture feel that they are obliged to 

reciprocate by performing beyond their job expectations when they receive 

proper motivations and incentives (motivation-enhancing) from their 

organisations. These incentives satisfy the employees’ competence needs, 

encourage them to engage in extra role behaviours and help their co-workers (i.e. 

OCB). As shown in H6d, community culture does not mediate the link between HR 

and service performance. This is mainly because this type of culture over focuses 

on internal aspects rather than caring more about external dynamics. These 
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results support the findings from the meta-analysis review done by Hartnell et al. 

(2011) who concluded that community culture had a strong relationship with 

employees’ attitudes and behaviours, while competitive culture was associated 

with the quality of products and services.  

Some report the influence of national culture and sociocultural factors in the way 

that work operationalised (Mamman and Al Kulaiby, 2014). In specific, because 

the influence of Islamic values, people tend to perceive human nature as good. 

They, in general, prefer harmony rather than subjugation which may advocate 

relational and supportive orientation when dealing with other employees. This 

means that society tend to be collectivist in nature and maintain its social 

relationships.  

Saudi is a high-context culture where people attain information through their 

personal information networks (Cardon, 2008). Before making decisions, Saudi 

citizens ask friends, relatives and colleagues about their experience (Morden, 

1999). This kind of national culture could insist businesses utilise a community 

culture to facilitate helpful behaviour towards peers and co-workers.         

In the same vein, this study finds that bureaucratic culture negatively mediates 

the relationship between skill-enhancing or empowerment-enhancing HR practices 

and service performance (H6c) as well as OCB (H8c). This result is supported by 

other studies. In a study of 175 organisations from the Netherlands, Den Hartog 

and Verburg (2004) concluded that the rules and procedures orientation 

(bureaucratic culture) was negatively related to autonomy and discretion 

(empowerment-enhancing practices). Empowerment-enhancing practices 

encourage employees to engage in autonomous and self-managing teams 

(Subramony, 2009). This seems to contradict the basics of bureaucratic culture, 

which values conformity and routinisation. Bureaucratic culture negatively 

mediates the effects of skill-enhancing practices on service performance and OCB. 

This is possibly because, based on the attraction-selection-retention model, 

selecting highly skilled employees with a desired level of experience and then 

providing them with the appropriate level of training is more likely to enhance 

their knowledge, skills and attitudes (KSAs) (Subramony, 2009). As a result, those 

employees tend to apply their experience and knowledge in the workplace and 

cause changes in procedures and rules, which is not likely to succeed in 

bureaucratic cultures.  
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As discussed earlier in H6c and H8c, motivation-enhancing practices are the only 

HR practices that have positive effects for enhancing service performance (H6c) 

and OCB (H8c) through bureaucratic culture. This may be due to the managers’ 

dominance in evaluating performance. Thus, employees in bureaucratic cultures 

tend to over respect procedures and follow regulations in order to please their 

direct managers who have the authority to reward their performance and 

behaviour.  

This finding means that bureaucratic culture is the only culture type that has a 

positive mediating role in the relationships of motivation practices with all 

organisation level outcomes (service performance and OCB). Besides the role of 

line managers in performance appraisal and rewards, another possible 

explanation for this finding is the context of this study. Saudi Arabia, among 

other Middle Eastern countries, is characterised by a high power distance, strong 

collectivism, low performance orientation and other features (Hofstede, 1980; 

Sturman et al., 2012; Vaiman and Brewster, 2014). To clarify, the power distance 

dimension indicates an unequal power distribution. In such cultures, the 

subordinate-supervisor relationship is defined and detailed in a way that 

highlights seniority. In high power distance societies, seniority in organisations is 

apparent in a person’s power, compensation and benefits differentials and 

opportunity for promotion. Employees are more likely to respect authority in 

decision-making and follow procedures. Therefore, HR practitioners seem to be 

centralised in terms of delegation decision-making process (Budhwar and Mellahi, 

2012). These features are close to the values advocated by the bureaucratic 

organisational culture.  

Saudi culture is characterised as a high uncertainty avoidance culture. The 

uncertainty avoidance dimension indicates the amount of tolerance with 

ambiguity and uncertainty (Sturman et al., 2012). Accordingly, Saudi 

organisations tend to produce rules and regulations in order to decrease the 

amount of uncertainty and avoid ambiguous situations. Managers are expected to 

produce strict rules and policies to avoid and overcome any unexpected 

outcomes. Bureaucratic cultures share the same attributes as Saudi culture. This 

could provide an interpretation for the preference of using the bureaucratic 

culture rather than the other cultures to mediate the effects of the association 

between HR practices and organisation outcomes in the Saudi service sector. 



  Chapter 6 

 253  

6.2.7 The Mediating Effect of Organisation Culture on HR- Turnover 

Intentions Relationships  

Hypothesis 9 posits that (H9a) competitive culture, (H9b) innovative culture, 

(H9c) bureaucratic culture and (H9d) community culture are independently and 

significantly related to turnover intentions. The results show that competitive 

culture and community culture are the only variables that have significant effects 

on turnover intentions while innovative and bureaucratic culture do not. Although 

there was a positive and significant coefficient for competitive culture, it was a 

negative coefficient for community culture.  

Contrary to expectations, this study finds that competitive culture positively 

relates to turnover intentions. This kind of culture operates according to market 

mechanisms and competitive dynamics and stresses profitability and stretch 

targets (Cameron and Quinn, 2011). It is possible that working in organisations 

with an aggressive strategy to achieve the highest productivity in the market has 

negative consequences on the employees, such as anxiety and turnover 

intentions. Jensen et al. (2013) found that role overload, job demands and anxiety 

forced employees to psychologically isolate themselves from working by opting to 

leave.  

A recent meta-analysis review for turnover studied the last 100 years in the 

Journal of Applied Psychology and concurred with the above argument (Hom et 

al., 2017). While high-commitment HR systems encourage employees to work in 

self-managed teams, which may reduce turnover intentions by offering 

competitive rewards, these kind of systems have high performance standards and 

compensation contingencies that may boost turnover intentions due to a work-

family imbalance and work stress.  

Furthermore, providing challenging jobs, in competitive culture, does not always 

help retain highly talented employees. Horwitz et al. (2003) denoted that turnover 

intentions are higher among workers in knowledge-intensive services compared 

to other sectors due to high market demand, company-related issues and 

personal and career reasons. It is essential to ensure the alignment of the 

employees’ needs with the organisation’s goals in order to avoid any unwanted 

resignations due to competitiveness in the market.  

This conclusion is consistent with idea of person-organisation fit. The notion of 

turnover intention presumes that the reason behind leaving work is the 

organisation or its culture. Previous research found that person-organisation fit 
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was negatively associated with the employees’ withdrawal decisions (Zhang et al., 

2017). This study denotes that the turnover intention among employees in 

competitive culture workplaces in the service sector is possibly due to aggressive 

work, the competitiveness of organisations or the bad fit between the needs of 

employees and the needs of their organisations.    

In contrast to competitive culture, community culture has a negative and larger 

influence on turnover intentions. A likely explanation for this is the effect of 

community culture on commitment. In a study of 202 managers from Malaysian 

companies, Rashid et al. (2003) found that consensual (community) culture is 

positively associated with affective commitment. Affective commitment refers to 

the employees’ attachment, identification with and involvement in their 

organisation. The values of an organisation’s culture, such as teamwork and 

loyalty, may increase the emotional attachment and involvement of employees in 

their organisations. This could provide an interpretation for the negative effect of 

community culture on turnover intentions. An increase in community culture 

would lead to high affective commitment, which, in turn, would decrease turnover 

intentions.   

This study reveals that while community culture has no effect on service 

performance (H6d), it does positively affect OCB (H8d) and negatively affect 

turnover intentions (H10d). These results could be attributed to the effect of a 

national culture. To be specific, Saudi culture tends to be collectivist in nature 

with low performance orientations. These characteristics may help to explain the 

disparate effects of community culture on the study outcomes (OCB and turnover 

intentions). Since the local culture tends to be collectivist as opposed to 

individualistic, society advocates conformity and harmony, emphasises 

assimilation and asserts group goals instead of individual interests. In such 

societies, loyalty to groups and attachment to organisations is favourable 

(Sturman et al., 2012).  

All of these societal features may boost the effects of using community culture to 

encourage employees to participate in OCB within their organisations. Such a 

mixture of societal culture and organisational community culture may also 

discourage employees from seeking job opportunities outside of their 

organisations (i.e. the negative effect on turnover intentions). This could be 

attributed to two things. First, employees in collectivist cultures may have an 
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implicit psychological contract with their organisations that prevents them from 

breaking their relationship with others (Sturman et al., 2012). Second, because of 

the close relationships among family and friends, leaving a job may affect the 

lives of an employee’s relatives as well. By extending the embeddedness theory in 

a non-individualistic context, family embeddedness would be apparent when a 

family takes pride in one of its members that is employed in a company, 

especially since the family’s needs might be satisfied through some of the 

benefits, such as health insurance (Hom et al., 2017). Therefore, in such a 

society, organisations that value community culture may have a negative effect on 

turnover intentions among their employees.  

This argument is strengthened by the findings of GLOBE research. Among 62 

national cultures, GLOBE research found that 21-47% of the variance in 

organisational culture dimensions could be explained by national culture (Ehrhart 

et al., 2014). Nevertheless, it is very challenging to prove theoretically and 

empirically that national culture determines all human attitudes and behaviours in 

the workplace (Vaiman and Brewster, 2014). Based on that, the above 

interpretation should be taken with caution since there may be other non-cultural 

motives behind an employee’s actions.   

Hypothesis 10 posits that the four organisational culture types will mediate the 

relationships between skill-, motivation- and empowerment-enhancing HR 

practices and turnover intentions. The results show that the unstandardized 

indirect effects of HR systems on turnover intentions through the mediators (the 

four culture types) are not statistically significant although the single paths were 

significant (as shown in H4 and H9). These findings provide no support for the 

mediating effects of organisation culture in HR-turnover intentions relations H10.  

Despite the optimistic conclusions this study reaches in previous hypotheses that 

confirm the mediating effects of organisational culture types on the relationships 

of HR and service performance (H6) or OCB (H8), the mediation of HR and 

turnover intentions by organisational culture types is not supported (H10). This 

finding is unexpected and there are several possible explanations for this result. 

It is possible that other organisational subcultures exist. This study does not 

capture those, and that may be due to the approach adopted in this study to 

measure organisational culture. Organisational culture is measured quantitatively 

in this study, which, despite its advantage (such as surveying employees in 

different levels and showing how culture relates to organisation performance), 

may ignore the presence of multiple subcultures (Ehrhart et al., 2014). As Martin 
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(2002) described, due to the differentiation aspect of culture, not all of an 

organisation’s members shared the same perception. For instance, employees 

may find themselves with a distinct group of their co-workers and they share the 

same thoughts, do the same tasks or face the same problems and, therefore, they 

may share distinct values and perceptions that may different from other members 

or groups across the organisation. The presence of subcultures could be a barrier 

to understanding the lack of mediating effects of organisation culture on the HR-

turnover relationship. It is worth noting that organisations may have a dominant 

culture that exists simultaneously with some other subcultures, and this cannot 

be captured by quantitative measurements only.   

There are, however, other possible explanations. Schneider et al. (2013) 

highlighted that the effectiveness of different elements of culture may vary across 

contexts. Similarly, in their meta-analysis, Park and Shaw (2013) concluded that 

turnover intensions differed based on an organisation’s context and 

characteristics. These conclusions indicated to this study the importance of 

taking context (knowledge-intensive services KIS) into account when interpreting 

the interaction between culture and turnover. For instance, in his seminal article, 

Von Nordenflycht (2010, p. 168) identified the ‘up-or-out promotion’ (which is an 

example of KIS) as one of the distinctive characteristics of professional service 

firms. This feature is when, after several years of working, professionals are 

asked to be a partner (up) or opt to leave (out) but not continue to work for an 

indefinite time as a non-partner. This feature is mainly used as an alternative 

incentive and quality assurance strategy. However, as this study notes, 

organisational context characteristics may have negative consequences, such as 

boosting turnover intentions.   

The effects of employees’ relationships with supervisors and direct managers may 

further explain for the non-indirect effects of HR systems on turnover intention 

via organisation culture (H10). Research stresses the importance of a leader-

member exchange (LMX) as an explanatory factor to promote an organisation’s 

culture. From a survey of 511 employees in 88 teams at a service organisation, 

Gutermann et al. (2017) found that LMX played a mediating role between the 

supervisors’ work engagement and the followers’ engagement with the latter 

being negatively related to turnover intention. Likewise, in the service sector of 

the U.K., Alfes et al. (2013) reported that the effects of HRM practices on 

behavioural outcomes, such as turnover intentions, largely depended on the 
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moderating effects of LMX. Millar et al. (2017) highlighted the importance of a 

quality of LMX relationships in leading and supporting knowledge workers to 

engage in innovative behaviours through leadership styles and coaching.  All of 

these show that relationships with direct managers is crucial to fostering a 

culture of engagement in the workplace and spreading desired attitudes, which 

may reduce the employees’ intentions to leave. All of the above explanations may 

shed light on possible interpretations for the findings that do not support H10.      

6.2.8 The Mediating Effect of Human Capital 

In terms of the mediation role of human capital, the prediction is that human 

capital independently mediates the relationships between (a) skill-, (b) motivation- 

and (c) empowerment-enhancing HR systems with service performance (H11) and 

with OCB (H12). The analysis indicates that human capital significantly mediates 

the effect from motivation-enhancing practices to both service performance and 

OCB. The mediation effects of human capital from both skill- and empowerment-

enhancing practices to service performance and OCB are not significant. These 

results support the mediating effect of human capital only in the relationships 

between motivation-enhancing practices with service performance (H11b) and 

OCB (H12b). This study shows that the mediating effect of human capital on the 

motivation-performance link is larger than its effect on the motivation-OCB link.  

The findings on the mediating effect of human capital on the relationship 

between HR systems and performance are consistent with the literature. Aryee et 

al. (2013) analysed the data of 329 junior-senior employee dyads from 45 

branches of two banks in Ghana and concluded that HPWS related to the 

collective human capital and service orientation, which in turn related to positive 

service quality. In the health services industry, Rodwell and Teo (2008) found that 

strategic HRM and the adoption of HR practices that enhance human capital (such 

as selective staffing, performance appraisal and equitable rewards systems) 

would increase the organisation’s perceived performance.  

This study shows that skill-enhancing and empowerment-enhancing practices 

have no effect on the outcomes via human capital while motivation-enhancing 

practices have indirect effect via human capital. A likely explanation for why 

motivation has an impact on employees’ KSAs (i.e. human capital) is that directing 

efforts toward the desired behaviours and performance is considered as its great 

purpose (Delery and Roumpi, 2017). Based on the social exchange theory, when 

employees feel that their contributions are valued by their organisations, they are 
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more likely to reciprocate that feeling by providing a superior performance. 

Motivation-enhancing practices may comprise various strategies. Competitive 

rewards contingent on performance, employment security and a sense of 

accountability are among the motivation practices that may make human capital 

one source of a sustainable competitive advantage (Delery and Roumpi, 2017).  

The study shows the absence of the mediating effect of human capital on the 

relationships between skill-enhancing and empowerment-enhancing HR practices 

on OCB, although the direct association between skill and empowerment 

practices with OCB are supported. HR systems that aim to enhance employees’ 

abilities and skills, such as extensive training and selective hiring, seem to 

positively influence their attitudes to be eager to contribute to the organisations’ 

goals and are more likely to extend their efforts beyond their job requirements. 

By employing these HR practices, organisations can select highly skilled human 

capital. In this case, the effect of human capital on the association between skill-

enhancing practices and OCB would be less obvious as the study shows the 

mediation effect is not supported. Similarly, empowerment practices, such as 

sharing information and self-managed teams, enable employees to have a 

discretionary effort to exert extra role behaviours, such as OCB, by enhancing 

communication among employees and creating a culture of cooperation. This 

implies that human capital does not serve to clarify the nature of relationships 

between these two HR systems and OCB. Some claim that human capital is 

questionable as more informative in explaining and predicting the organisation 

outcomes than HR system perspectives (Delery and Roumpi, 2017). 

Accordingly, it is likely that there are other alternative explanations, independent 

of human capital, to provide the basis for the influence of skill and empowerment 

HR practices on OCB. A probable explanation is that the existence of 

sophisticated skill and empowerment-enhancement HR practices could translate 

directly into beliefs that exerting extra role behaviours are necessary or the norm 

in the workplace.  

However, although general HR practices aim to enhance human capital resources 

to some extent, the labour market dynamics and organisational context should 

not be ignored. Campbell et al. (2012) differentiated between general human 

capital (general knowledge and skills) and firm-specific human capital where 

employees could not deploy their knowledge, skills and abilities in other 
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organisations and/or sectors. In other words, their human capitals have limited 

applicability outside of their organisations. Molloy and Barney (2015) denoted 

that organisations in a more highly competitive market compensate their 

employees for their general human capital as well as for most of the firm-specific 

human capital that are enhancing the organisation’s performance. Furthermore, 

discretionary firm-specific human capital create value as individuals are willing 

and have abilities to engage in voluntary tasks beyond their job requirements 

(Molloy and Barney, 2015).  

Since knowledge-based services is characterised by human capital intensity, 

retention and direction are two potential challenges an organisation’s 

management might face (Von Nordenflycht, 2010). First, employees in a 

competitive sector have a very good bargaining position relative to their 

organisations as they are highly skilled and scarce, which makes them hard to 

retain. Second, they prefer to work autonomously, without direct supervision and 

under fewer formal procedures. To respond to the retention problem, 

organisations tend to offer deferred compensation to induce their employees’ 

desire to stay, such as attractive pensions and stock options. For the direction 

challenge, it is recommended to offer contingent compensation based on the 

employees’ performance, which may induce them to meet the organisation’s 

goals and satisfy its interests (Von Nordenflycht, 2010). These strategies are built 

on the idea that investments in human capital may enhance organisation 

performance so long as the firm-specific human capital creates value and a 

competitive advantage that is greater than the cost of incentives (Morris et al., 

2017). Based on these results of H11 and H12 and findings from other studies, 

motivation-enhancing HR practices seem to be the most effective at improving 

employees’ human capital in order to provide superior service performance and 

engage in valued behaviours in service sector. 

  

6.3 Conclusion 

The above discussion showed that not all HR systems affect an organisation’s 

outcomes in similar ways. While motivation-enhancing practices were the only HR 

system to have a direct effect on service performance, all three HR systems had 

direct effects on OCB and turnover intentions. Skill-enhancing practices had the 

largest effect on OCB while empowerment-enhancing practices had the largest 
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effect on turnover intentions. Whereas skill-enhancing and empowerment-

enhancing practices were negatively associated with organisational culture types, 

motivation-enhancing HR practices had a positive effect on all four culture types. 

In terms of the indirect effects through organisation cultures, empowerment-

enhancing and motivation-enhancing practices had larger indirect effects on 

organisational cultures than skill-enhancing practices. 

The analysis reveals that different HR systems may contribute to influencing 

various organisational cultures in order to attain the desired outcomes. In brief, 

while the relationships between skill and empowerment practices and service 

performance were positively mediated by the competitive and innovative cultures, 

such relationships were negatively mediated by bureaucratic cultures. In contrast, 

these culture types had opposite effects on the relationship between motivation-

enhancing HR practices and performance.  

The study concluded that while bureaucratic and community cultures negatively 

mediated the effects of skill- and empowerment-enhancing HR practices on OCB, 

both culture types positively mediated the effects of motivation-enhancement 

practices on OCB.  

However, the study showed that certain types of organisational cultures worked 

better than others at influencing the relationships between HR systems and 

outcomes. Bureaucratic culture had largest effect more than innovative and 

competitive cultures had on the relationships between the three HR bundles and 

service performance. In contrast, the community culture had a larger effect on the 

relationship between the HR systems and OCB than the bureaucratic culture did in 

such relationships. Not one of the four culture types mediated the HR 

associations with turnover intentions.  

In terms of the mediating effect of human capital, the study showed that human 

capital only mediates the associations between motivation-enhancing HR 

practices and both service performance and OCB. However, the mediating effect 

of human capital on the motivation-performance link was larger than its effect on 

the motivation-OCB link.   

This chapter has presented a summary of this study’s findings. It provided 

interpretations for the results and showed different meanings for each of the 

research hypotheses. The findings have been intensely discussed in light of the 
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current literature by either showing agreement with previous research or by 

contradicting the findings of other studies. Potential explanations for unexpected 

results were demonstrated through the context of the study or by presenting 

supporting evidence in previous literature. The following chapter presents the 

theoretical and practical implications of the current research. 
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Chapter 7 Conclusion  

7.1 Introduction 

One of the major conceptual problems facing HRM research is an appropriate 

articulation of the ‘black box’, which would provide a logical account of the HRM-

organisational performance relationship (Becker and Huselid, 2006, p. 915). This 

view is supported by Denisi and Smith (2014), among others, who expressed 

concern that despite an abundance of research, none of it has fully illustrated 

how HR practices might give rise to superior performance.  

Several authors insist that it is necessary to look beyond the direct effects of HRM 

on performance by considering the indirect links with, and the complex effects 

of, other intermediate variables that may affect this relationship (Wright and 

Boswell, 2002; Becker and Huselid, 2006; Jiang et al., 2012b). Some previous 

HRM research has investigated the mediating effects of organisation culture (Ngo 

and Loi, 2008; Chow, 2012) and human capital (Gardner et al., 2011) on the 

relationship between HR and performance. The role played by the alignment of 

bundled HR practices with an organisation’s culture, and the role of human 

capital in leveraging service performance and helping behaviours, as well as 

reducing turnover intentions, has been neglected. There have also been many 

calls for further research to investigate multiple mediators simultaneously in a 

single study, however, for a better understanding of the underlying mechanisms 

(Jiang et al., 2013). By doing so, researchers, as well as managers, could obtain 

insights into the mechanisms needed to achieve the desired outcomes.  

In order to respond to the calls of previous research (Jiang et al., 2012a), this 

study examined the mediating effects of contextual factors, such as organisation 

culture in the service sector, on the associations of skill-enhancing, motivation-

enhancing, and empowerment-enhancing HR systems, with different outcomes. 

The results indicated that certain HR systems are more likely to shape certain 

types of organisation culture. The study also showed that different HR systems 

take different paths through organisation culture in order to influence the desired 

outcomes. The results demonstrated that HR systems are not interchangeable 

with one another, and that each system has a unique mechanism for influencing 

performance.  
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In addition, it is not HR practices themselves that are considered as the main 

source for competitive advantage (Fu et al., 2015). Rather, it is the value 

generated by its human capital that provides organisations with the means to 

achieve their desired goals and competitive performance (Takeuchi et al., 2007; 

Kim and Ployhart, 2014; Nyberg et al., 2014; Delery and Roumpi, 2017). This 

study found that simple possession of great human capital does not guarantee 

achieving superior performance, or enhancing extra role behaviours, unless 

appropriate HR systems are adopted in the workplace.  

The following sections present a summary of the main findings from this study. 

The theoretical contributions are also provided to show how this study improves 

our understanding in the field of strategic HRM (SHRM), and how it advances 

some methodological approaches for multilevel studies. This chapter contains a 

section describing the practical implications for managers, as well as for 

employees in the service sector. The final two sections in this chapter present the 

limitations of the current study, and provide recommendations for future 

research.   

7.2 Summary of the findings  

The most important findings of the study are centred on the four following areas: 

7.2.1 The Effects of the HR Systems on the Study’s Outcomes 

The study showed that not all HR systems have the same influence on the study’s 

outcomes. For example, service performance was influenced by motivation-

enhancing HR practices, but not by skill-enhancing and empowerment-enhancing 

practices. This was not the case for organisational citizenship behaviour (OCB) 

and turnover intentions, however, as all three HR systems had a direct effect on 

these variables. The results showed that both skill-enhancing and empowerment-

enhancing practices had a significant and positive relationship with OCB, whereas 

motivation-enhancing practices have a significant and negative effect on OCB. The 

results also show, however, that skill-enhancing practices have more effect than 

motivation or empowerment practices on OCB. 

The analyses revealed that the three HR systems had negative relationships with 

turnover intentions, and that an increase in HRM would lead to a decrease the 
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turnover intentions. The results also showed, however, that skill-enhancing 

practices had more effect on OCB, while empowerment-enhancing practices had a 

stronger effect on turnover intentions, compared to the other two practices. 

7.2.2 The Effects of the HR Systems on Organisation Culture 

The results confirmed that all three HR practices have a significant effect on the 

four culture types, but in different ways. While skill-enhancing and empowerment-

enhancing practices were negatively associated with the culture types, 

motivation-enhancing HR practices had a positive effect on all four of the culture 

types. In general, HR practices were strongly associated with competitive and 

innovative cultures, compared to bureaucratic and community cultures. It was 

apparent that empowerment-enhancing and motivation-enhancing practices had 

more effect on organisation culture than skill-enhancing HR practices did.  

7.2.3 The Relationship between Organisation Culture and the Study’s 

Outcomes 

This study showed that certain culture types work better, and more effectively, 

than others do in high-performance companies, for example, knowledge-based 

services. For the organisation level outcomes, competitive and innovative cultures 

related significantly to service performance, and community culture related 

significantly to OCB. Interestingly, the bureaucratic culture type exclusively 

affected both service performance and OCB, and while bureaucratic cultures were 

the most influential types of culture on service performance, community cultures 

had more influence on OCB. For the individual level outcomes, only two culture 

types, competitive and community, related to turnover intentions. 

In summary, the results showed that competitive, innovative, and bureaucratic 

cultures had a significant effect on service performance, while community culture 

had no significant effect. Although competitive and innovative cultures had 

similar negative and significant effects on performance, bureaucratic culture was 

the only type that had a positive and significant association with service 

performance. The results also revealed that both bureaucratic culture and 

community culture had significant and positive effects, while competitive and 

innovative cultures had no significant effect on OCB. This study also determined, 

however, that community cultures have a greater effect on OCB than bureaucratic 

cultures. 
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The study showed that competitive cultures and community cultures were the 

only culture types that had a significant effect on turnover intentions, while 

innovative and bureaucratic culture did not. In contrast to competitive culture, 

community cultures had a negative and larger influence on turnover intentions. 

7.2.4 The Mediating Effects of Organisation Culture and Human Capital 

The analyses revealed that different HR systems may help shape various 

organisational cultures in order to attain the desired outcomes. In brief, in the 

relationship between HR systems and service performance, types of organisation 

culture work inconsistently in mediating such relationships. While the relationship 

between skill-enhancing and empowerment-enhancing practices, and service 

performance, was positively mediated by competitive and innovative cultures, this 

relationship was negatively mediated by bureaucratic cultures. Empowerment 

practices have more influence on performance through organisation cultures 

compared to skill practices.  

In contrast, these culture types had the opposite effect on the relationship 

between motivation-enhancing HR and service performance. Bureaucratic cultures 

positively mediated the relationship between motivation-enhancing practices and 

service performance, while competitive and innovative cultures had negative 

mediation effects. The indirect effect of motivation-enhancing HR on service 

performance through organisation culture was moderate, however, compared to 

the direct effect. This would suggest that other theoretical mechanisms might be 

able to explain the relationship between motivation-enhancing HR practices and 

performance. 

In addition, the relationship between HR systems and OCB were mediated by 

bureaucratic and community cultures, but in different ways. While bureaucratic 

and community cultures negatively mediated the relationship between skill- and 

empowerment-enhancing HR practices and OCB, both culture types positively 

mediated the relationship between motivation-enhancement practices and OCB.  

This study agrees with other studies in the literature that HR practices shape 

organisational culture in the workplace to encourage enhanced performance 

(Wright et al., 2005a). Various HR practices strengthen organisational culture by 

aligning the values and goals of the employees and the organisation (Wei et al., 

2008). The study also showed, however, that certain types of organisation culture 
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work better than others at influencing the relationships between HR systems and 

outcomes.  

An organisation’s culture could work as a guide for employees towards desirable 

behaviours, and subsequently enhance performance and extra role behaviours. 

When comparing the meditation effects of the culture types on the relationship 

between the three HR bundles and service performance, it can be seen that 

bureaucratic culture had the largest mediating effect. The effects of HR practices 

on innovative and competitive cultures account for the second largest amount of 

variation in service performance. Community culture, however, had no effect on 

the HR-performance relationship. In contrast, the relationship between the HR 

systems and OCB were mediated by both bureaucratic and community cultures. 

Community culture had a larger effect than the bureaucratic culture on the 

mediation of the relationship between HR systems and OCB. Nevertheless, none 

of the four culture types mediated the HR relationship with turnover intentions.  

In terms of the mediating effect of human capital, the study showed that human 

capital only mediated the relationship between motivation-enhancing HR 

practices, and both service performance and OCB. The mediating effect of human 

capital on the motivation-performance relationship was larger than its mediating 

effect on the motivation-OCB relationship.  

  

7.3 Theoretical Implications  

This research extends our knowledge of the relevant literature in SHRM, and 

makes several noteworthy contributions to the theoretical backgrounds.  

7.3.1 HR Differentiation Effects (The Equifinality Problem) 

This study provides theoretical support for the foundation of the Ability-

Motivation-Opportunity (AMO) framework, specifically in the context of the 

service sector (Boxall and Purcell, 2011). Much of the previous research utilises a 

unidimensional index to measure HR practices (Boselie et al., 2005; Combs et al., 

2006; Denisi and Smith, 2014). A combination of HR practices, where no internal 

coherence exists, may generate an equifinality problem (Delery and Doty, 1996). 

A serious weakness with such an approach is that it assumes that each HR 

practice has an identical effect on the outcome.  
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This study challenges this approach in two ways: first, the study responds to the 

call to shift from the traditional approach of investigating the effects of individual 

HR practices, to the strategic approach of using bundles of HR practices (Wright 

and McMahan, 1992; Combs et al., 2006; Lepak et al., 2006). The logic behind 

such a claim argues that employees are usually exposed to several practices 

simultaneously, and thus individual HR practices do not work in isolation from 

each other. The results suggest caution for collapse HR practices into an overall 

aggregate measure.  

Second, the study shows that summarising HR practices into three systems based 

on the AMO model, with each system containing a configuration of internal 

consistent practices, would yield a better understanding of the disparate effects 

of each of the HR bundles (Guest, 2011; Jiang et al., 2013; Bello-Pintado and 

Garcés-Galdeano, 2017). The study concludes that some HR practices are more 

critical than others, and that not all of them influence organisational outcomes in 

the same way.  

7.3.2 The Black Box: HR-Performance Relationship 

The study responds to the call for further research into how HR practices lead to 

enhanced performance (Wright et al., 2005a; Jiang et al., 2012b; Jackson et al., 

2014). Some authors, such as Denisi and Smith (2014), suggested potential 

mechanisms by building upon the seminal work of Bowen and Ostroff (2004), 

who showed not only how HR systems influence performance, but also why it is 

necessary to consider bundling HR practices rather than analysing individual 

ones. HR systems promote collective consensus among employees, which leads 

to shared perceptions of the desired behaviours and attitudes, and this ultimately 

influences performance.  

The evidence from this study suggests that different HR systems tend to shape 

certain types of culture in the workplace. Interestingly, the study revealed that 

some HR systems (skill and empowerment practices) had no direct effect on 

service performance, but an indirect effect through organisation culture. This 

makes an additional contribution to the research area by showing the importance 

of the intervening/mediating role of organisation culture, and clarifying the 

underlying mechanism by which HR systems influence performance (Ngo and Loi, 

2008; Chow, 2012).  
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The results of this research support the idea that it is necessary to highlight the 

importance of the content of HR systems, as well as the process by which these 

practices are delivered to employees (Katou et al., 2014; Sanders et al., 2014). A 

very strong HR system contains a process or mechanism that enables employees 

to obtain an understandable, visible, and coherent, set of practices, which in turn 

creates a shared perception among employees (Ostroff and Bowen, 2016). 

Without this shared culture, the collective effect on organisation performance will 

not be fully realised, and individuals may not develop common interpretations for 

signals from HR practices in terms of which behaviours are valued and rewarded.   

One of the great advantages of this study is investigating multiple mediators 

simultaneously in a single study in order to gain a better understanding of the 

underlying mechanisms (Jiang et al., 2013). By doing so, researchers, as well as 

managers, could obtain insights into the appropriate mechanisms needed to 

achieve desired outcomes. In particular, the study shows that HR systems take 

different paths to foster the four organisation culture types in order to leverage 

service performance and extra role behaviours. While skill-enhancing and 

empowerment-enhancing practices work positively on service performance 

through competitive and innovative cultures, motivation-enhancing practices 

work positively to foster OCB via community culture. Moreover, motivation-

enhancing practices associate positively with both service performance and OCB 

through bureaucratic culture.  

The findings also suggests that human capital could work as a mediator to 

enhance the desired outcomes as employees with higher knowledge, skills, and 

attitude (KSA), could disseminate their knowledge to solve potential problems, 

and provide creative solutions that satisfy their customers’ needs, which in turn 

improves performance (Aryee et al., 2013). Although organisations are constantly 

encouraged to invest in their human capital to gain a competitive advantage 

(Delery and Roumpi, 2017), this study suggests that the possession of highly 

skilled individuals does not always lead to superior performance. What matters 

most is ensuring those employees with great human capital are motivated by 

appropriate incentives and accurate performance appraisal systems. 

Unlike previous studies, the present study adopts multiple theoretical 

perspectives (e.g. Resource-Based View, AMO, and human capital) concurrently, 

which provides a clearer picture of the complexity of these mechanisms (Jiang et 

al., 2012b; Delery and Roumpi, 2017). The findings of this study offer strong 

support for AMO by identifying general effects of bundles on service 
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performance, OCB and turnover intentions. This study utilises human capital and 

organisation culture (which involves social capital), which are both considered to 

be determinants of performance that help gain a sustainable competitive 

advantage.  

The study concludes that the alignment between an organisation’s capabilities 

and culture, and individuals’ KSA, motivation, and opportunity, would enhance 

the ‘line of sight’, which refers to the ability of employees to see how their 

behaviour and roles significantly contribute towards achieving an organisation’s 

outcomes (Buller and McEvoy, 2012; Denisi and Smith, 2014). Such alignment 

underscores the dynamic nature of this process, and provides illustration of the 

HR-performance relationship.  

7.3.3 The Effects of Organisation Culture 

The current research adds to a growing body of literature that investigates the 

link between culture and performance in the service sector in non-western 

countries (Wilderom, 2000; Sackmann, 2001; Sackmann, 2011; Schneider et al., 

2013). What makes this study unique is that it establishes a link between each 

culture type and the various outcomes. The study revealed that some culture 

patters are more effective than others on various outcomes (Schneider et al., 

2017). Quantitative investigations examining the variables that influence 

organisational cultures, and the mechanisms that cultures work through to 

influence the desired outcomes, are helpful for advancing our understanding of 

the unique role of culture types in SHRM research (Cameron and Quinn, 2011; 

Ehrhart et al., 2014).  

In addition, the four culture types were positively correlated with each other, 

which provides additional evidence for the findings of Hartnell et al. (2011), who 

stated that these culture types do not possess competing values. Instead, the 

results suggest that culture types are more likely to complement each other, 

rather than contradict each other. This finding indicates that having bundles of 

cultures simultaneously may provide a competitive advantage (Ehrhart et al., 

2014).  
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7.3.4 Knowledge-Based Service Context 

This research expands our understanding of the implementation effects of HR 

systems in the service sector in general, and in the knowledge-based service (KBS) 

context specifically. KBSs are increasingly significant in their contribution to the 

national GDP, and due to the substantial job growth in this sector (Pugh and 

Subramony, 2016). The results of this study support moving away from the 

approach that ‘more is better’ when it comes to the combination of HR practices, 

and their influence on organisation culture, in order to provide superior 

performance in KBS settings (Becker and Huselid, 2006; Gabriel et al., 2016).  

This study also responds to the call to focus on human capital as well its 

antecedents (i.e. skill-, motivation-, and empowerment-enhancing practices). This 

new focus can provide insights into the effect of human capital on enhancing 

performance and extra role behaviours among knowledge workers, which could 

ultimately generate a competitive advantage (Nyberg et al., 2014; Delery and 

Roumpi, 2017).  

Furthermore, the findings of this research provide insights into the industry and 

national culture effects, not only in SHRM research, but also for organisation 

culture as well. The evidence from this study suggests the most, and least, 

effective HR strategies for motivating and retaining knowledge workers 

comparing to other studies (such as Horwitz et al., 2003).  

This study does not support the effect of skill- and empowerment-enhancing 

practices on service performance, for example. This finding is important as it may 

be attributed to the national culture, or it may even reflect the unstable and 

insecure business climate in Saudi Arabia, which may discourage employees from 

exerting superior service. In addition, the finding that bureaucratic cultures have 

a substantial role in enhancing service performance and OCB is not prevalent in 

the literature. Taken together, these findings suggest the importance of taking 

the distinct characteristics of KBS, and their heterogeneity, into account (Moeller, 

2010; Kaiser et al., 2015).   

7.4 Research Implications 

First, this research extends the empirical evidence from both macro-level 

(Takeuchi et al., 2007; Messersmith et al., 2011) and micro-level (Kuvaas, 2008; 

Boxall et al., 2011) analyses by using multilevel analyses (Klein and Kozlowski, 
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2000; Jensen et al., 2013). While the former analysis neglects employees’ 

perceptions of, and interactions with, HR systems, where both HR and outcomes 

are considered to be at the organisation level, the latter analysis tends to neglect 

the organisational effects on individual outcomes and behaviours, and the fact 

that organisations are hierarchical systems (Jensen et al., 2013; Jiang et al., 2013; 

Jackson et al., 2014; Subramony and Pugh, 2015). Integrating macro and micro 

levels in SHRM research provides a rigorous examination of the cross-level 

influences of HR systems and organisational culture on individual outcomes 

(turnover intentions), as well as on organisation outcomes (service performance 

and OCB).  

Second, this research, to my knowledge, is the only study that utilises multilevel 

structural equation modelling (MSEM) for studying the effects of HR systems and 

organisation culture on organisation and individual outcomes. Until recently, 

most SHRM studies have ignored the multilevel nature of organisations, and their 

hierarchical data structures. One of the great advantages of MSEM is overcoming 

the limitations of traditional multilevel linear models, e.g. that the mediator and 

outcome variables can only be assessed at level 1, not at level 2 (as suggested by 

this study) (Preacher et al., 2011).   

Third, this study has also answered the call to utilise information from HR 

managers, as well as individual employees (Gerhart, 2007; Nishii et al., 2008; 

Guest, 2011; Choi, 2014). While managers are involved in implementation of HR 

practices, individuals may be in the position to perceive HR practices, and can 

provide accurate evaluations of their effectiveness. This study, however, shows 

that by utilising the appropriate aggregation procedures, there is a consistency 

between managers and employees perceptions of HR systems and organisational 

cultures. 

7.5 Practical Implications 

The findings of this study have a number of important implications for HR 

managers, as well as for employees. First, organisations are encouraged to 

identify targeted HR practices, and certain organisational cultures, in order to 

achieve the desired outcomes and increase the benefits from investment in HRM 

in a distinct context. Due to competition in the service sector, organisations may 

gain better service performance by designing appropriate motivation and 
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appraisal systems. Moreover, fostering bureaucratic cultures that highly value 

timeliness, control, and stability, could also be beneficial. This could be achieved 

by having clearly defined roles, and by highlighting routine, communication, and 

formalisation. To reinforce the bureaucratic culture as the desired workplace 

culture, HR managers should emphasise administrative processes, control, and 

efficiency, to enhance customer relations. Leaders should be controlling, 

mentoring, administering, and should maintain efficiency (Cameron and Quinn, 

2011).  

Second, encouraging employees to engage in extra role behaviours is essential, 

specifically in the service sector where employees need to go beyond their job 

requirements in order to provide a competent service and meet their customers’ 

needs. This requires designing careful HR systems that enhance their abilities, 

such as a stringent selection process, and job-based skill training, and that 

enhance their opportunities to perform, such as involvement and job enrichment. 

It may be wise, for instance, to invest in training for co-workers, rather than 

focusing on extensive benefits. Nevertheless, service organisations could also 

encourage their employees to perform extra behaviours by carefully designing 

reward systems that make the desired behaviours easy to recognise, and by 

offering guidelines for rewarding productive behaviours. Fostering a community 

culture is fruitful in this regard. HR managers are encouraged to be the 

employees’ champions by responding to their needs, offering developmental 

opportunities, and encouraging commitment, empowerment, and a collaborative 

culture. The leaders should work as facilitators and mentors, and work to build 

cohesive teams. All these HR practices, along with a community culture, work to 

foster extra role productive behaviours.  

Third, it has been indicated that turnover is higher among knowledge workers 

compared to others (Horwitz et al., 2003). Therefore, to decrease the employees’ 

turnover intentions, organisations are encouraged to further focus on the most 

effective HR practices that enhance employees’ empowerment, such as formal 

grievance procedures, job flexibility, self-managed teamwork, and feedback 

systems. In addition, motivation-enhancing practices, such as appropriate 

performance appraisal systems, incentive bonuses, and competitive pay 

packages, are effective at reducing employees’ intentions to leave. This does not 

mean that skill-enhancing practices do not reduce turnover intentions. Instead, 

organisations need to maximize the return on the investment in HR systems by 
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using the appropriate practices. This study concludes that it is necessary to shift 

from broad retention strategies to highly targeted initiatives.  

Fourth, the results denote that it is important for managers and executives to 

consider the fit of the organisation’s culture with the HR system and the intended 

outcomes. They should espouse the policies, and provide appropriate rewards for 

the values, competencies, and behaviours, that are congruent with the desired 

culture in the workplace to generate a competitive advantage. Ensuring an 

appropriate organisational culture should be a priority for managers as adopting 

certain cultures could work to boost or undermine the influence of HR practices.  

Fifth, investment in human capital could lead to superior service performance and 

discretionary behaviours. There is, therefore, a definite need for managers to 

focus on motivation-enhancing HR practices in order to enhance their employees’ 

human capital, which in turn works to leverage their service performance and 

citizenship behaviours. By using such incentives, human capital could be a 

potential source of a sustainable competitive advantage for the firm. Accordingly, 

managers should be aware of the significant challenge of the war for talent, and 

respond by adequate investment in talent pools to have high potential in 

providing superior performance. 

Sixth, top managers are criticised for implementing HR systems without rigorous 

consideration of the consequences for individuals. This may lead to a potential 

dark side of the utilisation of such systems, which may be considered as ‘little 

more than a “wolf in sheep’s clothing”’ (Jensen et al., 2013, p. 1714). Managers 

are encouraged to mitigate such negative consequences by job control, or 

discretion and autonomy given to employees to implement these practices. 

Organisation culture could work as a vehicle to facilitate communication in the 

workplace, and as a management tool to influence employees instead of formal 

instructions that may have negative consequences. One further suggestion is that 

managers should pay more attention to orientation programmes for newcomers, 

as this is where employees start to formulate their perceptions of their 

organisation’s culture, as well as shaping their attributions of HR practices (Nishii 

et al., 2008).  
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7.6 Limitations of the Study 

A number of limitations should be taken into account when interpreting the 

findings of this study. First, the research is based on a cross-sectional study 

design. As with most research in SHRM, this type of design may limit further 

conclusions regarding the causality and the direction of the mediation mechanism 

(Foss et al., 2015). The study investigates the effects of HR systems, as well as 

organisation culture, on performance, OCB, and turnover intentions. There is the 

possibility of reverse causation, however (Wright et al., 2005a). Specifically, it is 

possible that high superior performance would work positively to improve 

organisation culture, or cause employees to have positive perceptions of the HR 

systems implemented in their organisations. Although this study argues that HR 

systems enhance an organisation’s culture, there is a possibility that culture 

influences the design and implementation of HR systems in the workplace. 

Further research could examine these alternative relationships by incorporating 

longitudinal studies as this type of study has the capacity to explore change and 

development over time (Liao and Chuang, 2004). 

Second, service performance in this study was measured by using informant-

reported measures that may lead to common method variance (CMV). It was 

difficult to access financial indicators for the companies that agreed to participate 

in the study. Wall et al. (2004) argued for the validity of subjective measures of 

performance, and showed the positive correlation between subjective and 

objective measures. Nevertheless, the researcher addresses this issue using a 

number of procedures (Podsakoff et al., 2003). By utilising Harman’s one-factor 

test, it was found that no single factor accounted for the majority of the 

covariance among the variables. Furthermore, all variables were loaded on a 

single factor in confirmatory factor analysis, and the model shows a very poor fit, 

which indicates that CMV is unlikely to exist in this study. Importantly, the data 

for HR systems as well as organisation culture were collected from two sources: 

HR managers and employees, and the analysis revealed consistent responses 

between the two parties. Therefore, it is unlikely that CMV influenced the 

findings. Future researchers are encouraged to use objective measures for 

performance, as well as utilising information from multiple sources to measure 

perceptions of HR systems. 

Third, the generalisability of these results is subject to certain limitations. For 

instance, this study examined the influence of HR systems and organisational 
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culture on knowledge-based services (KBSs). Therefore, the findings of this study 

are limited and may not be generalised to more routine services with relatively 

less-educated employees. It would be valuable for future research to extend the 

current analysis to other types of service sector. The characteristics of KBS 

settings make this study generalizable to a considerable portion of the service 

sector, however. They share common features, such as intangibility, inseparability 

(production and consumption may occurs simultaneously), and interaction with 

customers (Moeller, 2010). Future research could test the study’s theoretical 

model in other contexts, such as in the manufacturing sector (Jiang et al., 2015a). 

Furthermore, the study was conducted in Saudi companies, and although the 

findings could be utilised in similar cultural backgrounds, they may not be 

applicable to other cultures. Therefore, it would be valuable for future research to 

verify these findings in other countries.  

Fourth, organisation culture was measured quantitatively, although this was for 

valid reasons, as already discussed in Chapter Two (section 2.3.3). A deductive 

approach emphasises studying different elements of culture, illuminates the level 

of consensus among organisation members, and allows for a comparison across 

multiple organisations. Quantitative measures were drawn from a theoretical 

background, and the findings are more generalizable (Sackmann, 2001). Despite 

these advantages, however, it focuses on outer layers of culture, such as 

behavioural norms, and may ignore the presence of multiple subcultures (Ehrhart 

et al., 2014). This is comparable to the forest and trees metaphor, which states 

that when a person looks down from on high, they see a more unitary view, but 

when they look closer, they find differentiation between the trees. Further studies 

need to be carried out that utilise qualitative analysis to explore the insider 

perspective of the culture in service organisations (Davey and Symon, 2001). 

Schein (2010) suggest not only asking employees how they perceive their 

organisation’s culture, but also how they would like to see it developing in the 

future. These kinds of enquiries may stimulate their performance by directing 

their attention to the areas that the management hopes to improve.  

7.7 Recommendations for Future Research 

Although the research addresses significant theoretical and empirical issues in 

terms of the mechanisms by which HR systems influence organisational 
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outcomes, there are plenty of suggestions for further research to expand the 

current findings. First, the study shows how HR practices associate with 

organisational culture and human capital in order to generate value for the 

company. What is now needed is a study that examines whether organisations 

should utilise differentiated HR practices in order to influence different groups of 

workers. To take the findings of this study further in this particular regard, two 

research paths are suggested.  

First, future research should be carried out to establish the effects of different HR 

practices on distinct workforce groups who possess high human capital, in order 

to generate mobility barriers for them, and ease these constraints against the less 

effective workers (Delery and Roumpi, 2017). This argument is based on the idea 

of differentiation of the workforce, which requires disproportionate investment as 

some jobs are more valuable than others based on an organisation’s strategy 

(Huselid and Becker, 2011). Second path for forthcoming studies could 

distinctively conceptualise HR systems towards achieving performance criteria 

that are congruent with the service context by investigating, for instance, the 

influence of service-oriented high performance work systems (HPWS) on context-

specific human capital (Jiang et al., 2015a), and the effects of relationship-

oriented HR systems on the performance of knowledge-intensive work (Kehoe and 

Collins, 2017). Other studies could also examine the specific types of OCB that 

are more appropriate for service organisations, such as customer-focused OCB 

(Schneider et al., 2005), or service-oriented OCB (Sun et al., 2007; Chiu et al., 

2015), which refers to the discretionary behaviour that employees exert beyond 

their job requirements when delivering service to customers. Future research in 

SHRM could use social exchange theory to provide an interpretation of the 

influence of HR practices in stimulating employees to reciprocate by exerting 

positive discretionary behaviours in the workplace (Cropanzano et al., 2017).  

Second, although the study provides significant insights, the precise mechanism 

of an organisation’s culture influence on performance remains to be found. In 

particular, most research focuses on the direct influence of culture on 

performance, while considering that other potential mediators or moderators 

would deepen our understanding of the essence role of culture in the workplace 

(Sackmann, 2011; Schneider et al., 2013). Some attempts in the literature support 

the mediating or moderating role of employee attitudes (Gregory et al., 2009), 

communication (Garnett et al., 2008), infrastructure quality management (Naor et 

al., 2008), and HR-related performance (Ngo and Loi, 2008) (see Chapter Two, 
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section 2.3.4.3., for further discussion). In this study, there are intriguing 

findings that need more investigation. The study shows the prominent role of 

bureaucratic cultures in organisational outcomes, while competitive and 

innovative cultures had negative effects on service performance. Thus, to develop 

a full picture of the effects of culture, additional studies will need to investigate 

the effects of some potential variables beyond the direct effect of culture on 

performance. 

Third, another possible area of future research would be to integrate culture and 

climate. While the former focuses on deeper values and basic assumptions, the 

latter concerns the surface layer attributes of culture, such as policies, practices, 

and procedures. In other words, climate offers an approach for managers to work 

on tangibles to generate change in the behaviours of employees (Schneider et al., 

2013; Schneider et al., 2017). It would be interesting to assess the effects of 

climate by investigating the specific domain climate (climate for ‘something’), 

such as safety climate, innovation climate, and quality climate. By investigating 

the relationships between the two integrative concepts, climate could work as a 

lens to look at the deeper layers of culture (Zohar and Hofmann, 2012).   

Fourth, although the present study provides a compelling extension for the 

existing research, there are likely to be other mechanisms that could explain the 

effects of HR systems on the study’s outcomes. One suggestion is to investigate 

the influence of person-supervisor fit (P-S fit), person-organisation fit (P-O fit) 

(Chen et al., 2016; Zhang et al., 2017), and person-job fit (P-J fit) (Boon et al., 

2011), on helping behaviours and turnover intentions, as these rarely receive 

attention in the literature. Integrating these kinds of fit into a comprehensive 

framework, beside the influence of HR, would add empirical evidence that helps 

to predict work-related attitudes and behaviours.  

Fifth, if the debate is to be moved forward, a better understanding of the effects 

of leadership style and behaviour needs to be addressed. This could be done 

specifically by examining the role of transformational leadership in shaping HR 

systems and organisation culture in order to gain better outcomes (Jackson et al., 

2014). Another possible suggestion is investigating how assigning the 

implementation of HR systems to line managers differs across industry sectors 

based on the nature of the workforce (Brewster et al., 2015). Further work needs 

to be done to establish if the line managers role could mediate the influence of 
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the implementation of HR practices (Sanders and Frenkel, 2011; Sikora et al., 

2015), and organisational culture (Sikora and Ferris, 2014), on employees 

performance. By doing so, this could provide alternative explanations for the 

black box of the relationships between HRM and performance.  

7.8 Conclusion  

Drawn from the AMO framework, and based on RBV and human capital 

perspectives, this multilevel study collected 1207 usable questionnaires from 129 

HR managers, and 1078 employees, in 98 companies in knowledge-based 

services in Saudi Arabia. The analysis revealed that HR systems work differently to 

influence service performance, OCB, and turnover intentions. The research 

showed that organisation culture and human capital could facilitate certain 

effects of each HR system on organisational and individual outcomes. The present 

research provided several noteworthy contributions to our understanding of the 

mechanism by which HRM influences performance. Although the present study 

has some limitations, it provides a number of important implications for 

researchers, as well as for practitioners. A number of possible future studies had 

been provided. Overall, the study highlights, on several occasions, how HR could 

add value to the organisation. 
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Appendix A - Summary of the Multi-level studies that examining the mediating 

variables 

Authors HR measures Mediators Outcomes Methodology Control 

Van De Voorde 

and Beijer (2015) 

HPWS (based on 

AMO): unit-level 

(employees and 

line managers: 

aggregation and 

correlation) 

HR well-being 

attribution  

HR performance 

attribution 

(employees) 

Commitment 

Job strain 

(employees) 

Sample: 1065 employees and 

line managers in 150 units from 

73 organisations 

Response rate/unit: 47% 

Overall RR: 24%  

a series of confirmatory factor 

analyses, Using MLwiN 

Age, gender, 

tenure, and 

education, unit 

size, sector 

Nishii et al. (2008) HR attributions 

(from employees)  

Commitment and 

satisfaction 

(from employees, 

aggregation of 

combined 

attitudes) 

OCB (from 

departments’ 

managers) 

Customer 

satisfaction 

(from customers) 

4208 employees and 1010 

department managers in 95 

stores in a supermarket chain 

each contain 18 departments  

Two latent variable structural 

equation models, Using the 

MPlus software 
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Authors HR measures Mediators Outcomes Methodology Control 

Den Hartog et al. 

(2013) 

HPWS (managers) Employee-rated 

HRM (employees) 

Perceived unit 

performance 

(employees) 

Employee 

satisfaction 

2063 employees and 449 

managers in 119 branches of a 

restaurant chain 

RR=54%  

Multilevel structural equation 

modelling, Using the MPlus 

software 

 

Kehoe and Wright 

(2013) 

HPWS (based on 

AMO): HR 

managers & 

aggregate 

employees rate 

Individual 

affective 

commitment 

(employees) 

Individual OCB 

(employees) 

Intention to 

remain  

A large food service: randomly 

select 20% employees in 56 units 

Using CWC(M) mediation analysis  

Job category 

Liao et al. (2009) HPWS (managers 

and employees) 

Employee HC 

(from 

supervisors)  

Empowerment 

(from employees) 

Individual Service 

Performance 

(from 

supervisors) 

830 employees and their 

supervisors as well as managers 

of 91 branches of a bank 

RR=92%, 77%, and 91% 

respectively 

Age, gender, 

branch’s age and 

size 
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Authors HR measures Mediators Outcomes Methodology Control 

POS (from 

employees) 

Analyses of covariance 

(ANCOVAs), analyses of variance 

(ANOVAs), and group mean 

comparison tests, hierarchical 

linear modeling 

Chang and Chen 

(2011) 

HPWS (shop 

owners) 

Affective 

commitment 

(employees) 

HC (shop 

owners) 

Individual Job 

performance  

284 hairdressers and 97 shop 

owners  

RR=56.8% and 60.6% 

Hierarchical linear models (HLM), 

not aggregation  

Age, job tenure  

Snape and Redman 

(2010) 

HPWS (from HR 

managers)  

Individual POS 

(employees) 

Individual OCB 

(employees) 

Individual in-role 

performance 

(employees) 

519 employees, 28 HR managers 

and general managers from 

various sectors 

RR=29% and 53% 

Hierarchical linear models (HLM) 

Organisational 

tenure, gender, 

job status, sector, 

workplace 

employment, 

establishment age 

Takeuchi et al. 

(2009) 

HPWS (from 

managers, 

Concern for 

employees 

Individual 

affective 

522 employees and 324 

managers in 76 companies 

Employee age, 

gender, tenure, 
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Authors HR measures Mediators Outcomes Methodology Control 

aggregate 

employees’ 

responses)  

climate 

(aggregate 

employees) 

commitment 

Individual job 

satisfaction 

(employees) 

RR=47% 

OLS regression and HLM 

(random coefficient model RCM), 

NLME and R 

Industry, 

establishment size 

Aryee et al. (2012) HPWS (senior 

customer 

employees) 

Employee-

experienced 

HPWS (junior 

employees) 

Employee 

psychological 

empowerment 

Branch-level 

empowerment 

climate (senior 

employees) 

Service 

performance 

(aggregated from 

junior 

employees) 

258 dyad junior and senior 

customer employees from 37 

branches in 2 banks 

RR=51.6% 

Hierarchical regression and HLM 

Age, sex, branch 

size, bank type 

Uen et al. (2009) Commitment-

based HR systems 

Psychological 

contract (by 

Individual in-role 

and OCB (by 

127 knowledge workers and 28 

managers in 25 high-tech 
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Authors HR measures Mediators Outcomes Methodology Control 

(by managers) employees) employees) companies in Taiwan 

RR=42% & 47%  

Hierarchical Linear Modeling 

(HLM) 

Raub and Liao 

(2012) 

Initiative climate  

General self-

efficacy (by 

employees) 

Proactive 

customer service 

performance 

(aggregate 

employees rates) 

Customer service 

satisfaction (by 

customers) 

900 employees and their direct 

supervisors in 74 establishments 

of an international hotel 

RR=83% 

RCM analysis, R with NLME 

program  

Age, gender, work 

status, tenure, 

cultural values 

(culture 

differences in 

country-level), 

hotel brand, hotel 

type, service 

climate, general 

service 

performance 
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Appendix B – Questionnaire for HR Managers 

Organisational Culture 

* Please indicate your response for the following statements about your 

organisational culture: 

 To what extent does your company place a high priority on the 

following? 

1 This company is oriented towards 

competitors. The major concern is 

with getting the job done. People are 

not very personally involved. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

2 This company is dynamic and 

entrepreneurial. People are willing to 

take risks. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

3 This company is very formalized and 

structured. Established procedures 

generally govern what people do. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

4 This company is personal. It is like an 

extended family. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

 The glue which holds this company together is 

5 An emphasis on tasks and goal 

accomplishment. A competitive 

orientation is shared 

(1) Very 

false 

(2) (3) (4) (5) (6) (7) Very 

true 

6 A commitment to innovation and 

development. There is an 

emphasis on being � first. 

(1) Very 

false 

(2) (3) (4) (5) (6) (7) Very 

true 

7 Formal rules and policies. 

Maintaining a smooth-running 

(1) Very 

false 

(2) (3) (4) (5) (6) (7) Very 

true 
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company is important here 

8 Commitment to this firm runs 

high. Loyalty and tradition are 

important here 

(1) Very 

false 

(2) (3) (4) (5) (6) (7) Very 

true 

 In this company the best managers are considered to be 

9 Producers, technicians or hard 

drivers 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

10 Entrepreneurs, innovators or risk 

takers 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

11 Coordinators, organizers or 

administrators 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

12 Mentors, sages or father/mother 

figures 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

 This company emphasizes 

13 Competitive actions and 

achievement. Measurable goals 

are important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

14 Growth and acquiring new 

resources. Readiness to meet 

new challenges is important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

15 Permanence and stability. 

Efficient, smooth operations are 

important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

16 Human resources. High cohesion 

and morale in the firm are 

important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 
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Human Capital 

* Please indicate your agreement for each of the following statements about 

human capital in your company:  

(1) strongly 

disagree 

(2) (3) (4) (5) (6) (7) strongly 

agree 

 

1 Our employees are highly skilled. (1) (2) (3) (4) (5) (6) (7) 

2 Our employees are widely considered the best 

in our industry. 

(1) (2) (3) (4) (5) (6) (7) 

3 Our employees are creative and bright. (1) (2) (3) (4) (5) (6) (7) 

4 Our employees are experts in their particular 

jobs and functions. 

(1) (2) (3) (4) (5) (6) (7) 

5 Our employees develop new ideas and 

knowledge 

(1) (2) (3) (4) (5) (6) (7) 

 

 

Service Performance  

* Please indicate your agreement for each of the following statements about 

employees’ service performance in your company:  

(1) strongly 

disagree 

(2) (3) (4) (5) (6) (7) strongly 

agree 

 

1 Our employees being friendly and helpful to 

customers. 

(1) (2) (3) (4) (5) (6) (7) 

2 Our employees approach customers quickly. (1) (2) (3) (4) (5) (6) (7) 

3 Our employees ask good questions and listen 

to find out what a customer wants. 

(1) (2) (3) (4) (5) (6) (7) 

4 Our employees being able to help customers 

when needed. 

(1) (2) (3) (4) (5) (6) (7) 



Appendix B 

290 

 

5 Our employees point out and relate item 

(service) features to a customer’s needs. 

(1) (2) (3) (4) (5) (6) (7) 

6 Our employees suggest items (services) 

customers might like but did not think of. 

(1) (2) (3) (4) (5) (6) (7) 

7 Our employees explain an item’s (service’s) 

features and benefits to overcome a customer’s 

objections. 

(1) (2) (3) (4) (5) (6) (7) 

 

 

 

 

HR Systems 

* Please indicate whether these HR practices exist in your company: 

No. Statement    

 Skill-enhancing HR practices 

1 Applicants undergo structured interviews (job related 

questions, same questions asked of all applicants, 

rating scales) before being hired. 

Yes No I do not 

know 

2 Applicants for this job take formal tests (paper and 

pencil or work sample) before being hired. 

Yes No I do not 

know 

3 On average how many hours of formal training do 

employees in this job receive each year? 

15 or 

more 

hours 

fewer 

than15 

hours 

4 The results of the performance evaluation process are 

used to determine the training needs for employees 

in this job. 

Yes No I do not 

know 

5 Employees in this job have the opportunity to receive 

tuition reimbursement for completing college classes. 

Yes No I do not 

know 
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 Motivation-enhancing HR practices 

6 Employees in this job regularly (at least once a year) 

receive a formal evaluation of their performance. 

Yes No I do not 

know 

7 Pay raises for employees in this job are based on job 

performance. 

Yes No I do not 

know 

8 Employees in this job have the opportunity to earn 

individual bonuses (or commissions) for productivity, 

performance, or other individual performance 

outcomes. 

Yes No I do not 

know 

9 Employees in this job have the opportunity to earn 

group bonuses (or commissions) for productivity, 

performance, or other group performance outcomes. 

Yes No I do not 

know 

10 Employees in this job have the opportunity to earn 

company-wide bonuses (or commissions) for 

productivity, performance, or other operating 

company performance outcomes. 

Yes No I do not 

know 

11 Qualified employees have the opportunity to be 

promoted to positions of greater pay and/or 

responsibility within the company. 

Yes No I do not 

know 

 Empowerment-enhancing HR practices 

12 Employees in this job have a reasonable and fair 

complaint process. 

Yes No I do not 

know 

13 Employees in this job are involved in formal 

participation processes such as quality improvement 

groups, problem solving groups, roundtable 

discussions, or suggestion systems. 

Yes No I do not 

know 

14 Employees in this job communicate with people in 

other departments to solve problems and meet 

deadlines. 

Yes No I do not 

know 

 

 How often do employees in this job receive formal company 

communication regarding: 
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15 Company goals 

(objectives, actions, 

etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

16 Operating 

performance 

(productivity, quality, 

customer satisfaction, 

etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

17 Financial Performance 

(profitability, stock 

price, etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

18 Competitive 

performance (market 

share, competitor 

strategies, etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

 

Demographical Data 

* Please respond to the following questions by choosing the appropriate answer 

(tick the box):  

a) Your age: 1.  15-24 years  

2.  25-34 years old 

3.  35-44 years old 

4.  45-54 years old 

5.  55-64 years old 

6.  65 years or older 

b) Your gender: 1.  Male  

2.  Female  

c) Your Nationality: 1.  Saudi  

2.  Non Saudi  

d) What is the highest degree of education you 1.  Secondary school or 
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have completed? less 

2.  Diploma  

3.  Technical/vocational 

training  

4.  Bachelor’s Degree 

5.  Master’s Degree 

6.  Doctorate Degree 

e) How long have you been worked for this 

organisation? 

1.  Under 2 years 

2.  2-4 years 

3.  5-10 years 

4.  11-20 years 

5.  More than 21 years 

f) How long have you been employed? 1.  Under 2 years 

2.  2-4 years 

3.  5-10 years 

4.  11-20 years 

5.  More than 21 years 

g) Your employment status: 1.  Permanent 

2.  Temporary 

h) Your organisation could be classified as 1.  Government 

2.  Semi-

Government 

3.  Private Sector 

4.  Non-for-profit 

5.  Other: 

…………… 

i) Number of employees in the current time in 

your organisation: 

1.  9 employees or less 

2.  10-50 employees 

3.  51-100 employees 

4.  101-500 employees 

5.  More than 500 

employees 

j) Your organisation 1.  Telecommunications 9.  Financial services 
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could be classified 

as: 

2.  Computer and 

related activities 

3.  Research and 

development: on 

natural sciences and 

engineering, on social 

sciences and 

humanities 

4.  Legal and accounting 

activities  

5.  Management 

consultancy 

6.  Architectural and 

engineering activities 

7. Advertising and market 

research 

8.  Employment 

activities  

10.   Insurance and 

pension funding 

11.   Publishing, 

printing and 

reproduction of 

recorded media 

12.   Education 

13.   Human Health 

activities 

14.   Social work 

activities  

15.   sports activities 

and amusement and 

recreation activities 

16.   Other: 

________________ 
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Appendix C - Questionnaire for Employees 

Organisational Culture 

 

* Please indicate your response for the following statements about your 

organisational culture: 

 To what extent does your company place a high priority on the 

following? 

1 This company is oriented towards 

competitors. The major concern is 

with getting the job done. People are 

not very personally involved. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

2 This company is dynamic and 

entrepreneurial. People are willing to 

take risks. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

3 This company is very formalized and 

structured. Established procedures 

generally govern what people do. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

4 This company is personal. It is like an 

extended family. 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) 

Very 

great 

extent 

 The glue which holds this company together is 

5 An emphasis on tasks and goal 

accomplishment. A competitive 

orientation is shared 

(1) Very 

false 

(2) (3) (4) (5) (6) (7) Very 

true 

6 A commitment to innovation and 

development. There is an 

emphasis on being � first. 

(1) Very 

false 

(2) (3) (4) (5) (6) (7) Very 

true 

7 Formal rules and policies. (1) Very (2) (3) (4) (5) (6) (7) Very 
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Maintaining a smooth-running 

company is important here 

false true 

8 Commitment to this firm runs 

high. Loyalty and tradition are 

important here 

(1) Very 

false 

(2) (3) (4) (5) (6) (7) Very 

true 

 In this company the best managers are considered to be 

9 Producers, technicians or hard 

drivers 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

10 Entrepreneurs, innovators or risk 

takers 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

11 Coordinators, organizers or 

administrators 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

12 Mentors, sages or father/mother 

� figures 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

 This company emphasizes 

13 Competitive actions and 

achievement. Measurable goals 

are important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

14 Growth and acquiring new 

resources. Readiness to meet 

new challenges is important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

15 Permanence and stability. 

Efficient, smooth operations are 

important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 

16 Human resources. High cohesion 

and morale in the � firm are 

important 

(1) Not 

at all 

(2) (3) (4) (5) (6) (7) Very 

great 

extent 
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Organisational Citizenship Behaviour (OCB) 

* Please indicate your agreement for each of the following statements about 

Organisational Citizenship Behaviour (OCB) in your company:  

(1) strongly disagree (2) (3) (4) (5) strongly agree 

 

1 I provide constructive suggestions about how my 

department can improve its effectiveness. 

(1) (2) (3) (4) (5) 

2 For issues that may have serious consequences, I 

express my opinions honestly even when others may 

disagree. 

(1) (2) (3) (4) (5) 

3 I “touch-base” with my coworkers before initiating 

actions that might affect them. 

(1) (2) (3) (4) (5) 

4 I encourage others to try new and effective ways of 

doing their job. 

(1) (2) (3) (4) (5) 

5 I help others who have large amounts of work. (1) (2) (3) (4) (5) 

6 I willingly share my expertise with my coworkers. (1) (2) (3) (4) (5) 

 

 

 

 

 

 

Turnover Intentions 

* Please indicate your agreement for each of the following statements about your 

intentions to turnover and leave from your current company:  
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(1) strongly 

disagree 

(2) (3) (4) (5) (6) (7) strongly 

agree 

 

1 I often think of quitting this job (1) (2) (3) (4) (5) (6) (7) 

2 I am always on the look out for a better job.  (1) (2) (3) (4) (5) (6) (7) 

3 It is likely that I will look for another job during 

the next year. 

(1) (2) (3) (4) (5) (6) (7) 

4 There isn’t much to be gained by staying in this 

job. 

(1) (2) (3) (4) (5) (6) (7) 

 

 

HR Systems 

* Please indicate whether these HR practices exist in your company: 

 

No. Statement    

 Skill-enhancing HR practices 

1 Applicants undergo structured interviews (job related 

questions, same questions asked of all applicants, 

rating scales) before being hired. 

Yes No I do not 

know 

2 Applicants for this job take formal tests (paper and 

pencil or work sample) before being hired. 

Yes No I do not 

know 

3 On average how many hours of formal training do 

employees in this job receive each year? 

15 or 

more 

hours 

fewer 

than15 

hours 

4 The results of the performance evaluation process are 

used to determine the training needs for employees 

in this job. 

Yes No I do not 

know 
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5 Employees in this job have the opportunity to receive 

tuition reimbursement for completing college classes. 

Yes No I do not 

know 

 Motivation-enhancing HR practices 

6 Employees in this job regularly (at least once a year) 

receive a formal evaluation of their performance. 

Yes No I do not 

know 

7 Pay raises for employees in this job are based on job 

performance. 

Yes No I do not 

know 

8 Employees in this job have the opportunity to earn 

individual bonuses (or commissions) for productivity, 

performance, or other individual performance 

outcomes. 

Yes No I do not 

know 

9 Employees in this job have the opportunity to earn 

group bonuses (or commissions) for productivity, 

performance, or other group performance outcomes. 

Yes No I do not 

know 

10 Employees in this job have the opportunity to earn 

company-wide bonuses (or commissions) for 

productivity, performance, or other operating 

company performance outcomes. 

Yes No I do not 

know 

11 Qualified employees have the opportunity to be 

promoted to positions of greater pay and/or 

responsibility within the company. 

Yes No I do not 

know 

 Empowerment-enhancing HR practices 

12 Employees in this job have a reasonable and fair 

complaint process. 

Yes No I do not 

know 

13 Employees in this job are involved in formal 

participation processes such as quality improvement 

groups, problem solving groups, roundtable 

discussions, or suggestion systems. 

Yes No I do not 

know 

14 Employees in this job communicate with people in 

other departments to solve problems and meet 

deadlines. 

Yes No I do not 

know 
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 How often do employees in this job receive formal company 

communication regarding: 

15 Company goals 

(objectives, actions, 

etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

16 Operating 

performance 

(productivity, quality, 

customer satisfaction, 

etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

17 Financial Performance 

(profitability, stock 

price, etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

18 Competitive 

performance (market 

share, competitor 

strategies, etc.)? 

Never Annually Quarterly Monthly Weekly Daily 

 

Demographical Data 

* Please respond to the following questions by choosing the appropriate answer 

(tick the box):  

k) Your age: 7.  15-24 years  

8.  25-34 years old 

9.  35-44 years old 

10.  45-54 years old 

11.  55-64 years old 

12.  65 years or older 

l) Your gender: 3.  Male  

4.  Female  

m) What is the highest degree of education you 7.  Secondary school or 
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have completed? less 

8.  Diploma  

9.  Technical/vocational 

training  

10.  Bachelor’s Degree 

11.  Master’s Degree 

12.  Doctorate Degree 

n) How long have you been worked for this 

organisation? 

6.  Under 2 years 

7.  2-4 years 

8.  5-10 years 

9.  11-20 years 

10.  More than 21 years 

o) How long have you been employed? 6.  Under 2 years 

7.  2-4 years 

8.  5-10 years 

9.  11-20 years 

10.  More than 21 years 

p) Your employment status: 3.  Permanent 

4.  Temporary 

q) Number of employees in the current time in 

your organisation: 

6.  9 employees or less 

7.  10-50 employees 

8.  51-100 employees 

9.  101-500 employees 

10.  More than 500 

employees 

 

r) Your organisation 

could be classified as: 

17.  Education 

18.  Air transport 

19.  Publishing, printing 

and reproduction of 

recorded media 

20.  Post and 

telecommunications 

25.  Other business 

activities: Legal 

activities, Accounting, 

Business and 

management 

consultancy, 

Management 
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21.  Financial 

intermediation 

22.  Insurance and 

pension funding 

23.  Computer and 

related activities 

24.  Research and 

development: on 

natural sciences and 

engineering, on social 

sciences and 

humanities 

activities, 

Architectural and 

engineering activities, 

Advertising, Labour 

recruitment 

26.   Health and social 

work 

27.   Recreational, 

cultural and sporting 

activities 

28.   Other: 

________________ 
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Appendix D – Correlation Matrix between HR Systems   

Correlation Matrix 

 sklHR1 sklHR2 sklHR3 sklHR4 sklHR5 mtvHR1 mtvHR2 mtvHR3 mtvHR4 mtvHR5 mtvHR6 empHR1 empHR2 empHR3 empHR4 empHR5 empHR6 empHR7 

 sklHR1 1.000 .363 .171 .330 .182 .203 .237 .113 .118 .185 .250 .255 .267 .218 .134 .138 .135 .145 

sklHR2 .363 1.000 .224 .331 .158 .232 .195 .127 .135 .187 .151 .164 .153 .139 .139 .136 .127 .144 

sklHR3 .171 .224 1.000 .318 .103 .186 .155 .173 .190 .170 .177 .161 .186 .191 .198 .184 .129 .168 

sklHR4 .330 .331 .318 1.000 .183 .266 .320 .201 .230 .288 .322 .275 .295 .284 .225 .264 .211 .217 

sklHR5 .182 .158 .103 .183 1.000 .137 .226 .210 .256 .298 .235 .205 .208 .175 .096 .138 .188 .211 

 

mtvHR1 .203 .232 .186 .266 .137 1.000 .338 .265 .268 .293 .279 .217 .259 .226 .197 .224 .187 .168 

mtvHR2 .237 .195 .155 .320 .226 .338 1.000 .423 .361 .396 .430 .367 .329 .307 .245 .263 .297 .248 

mtvHR3 .113 .127 .173 .201 .210 .265 .423 1.000 .493 .477 .412 .257 .186 .211 .186 .242 .237 .173 

mtvHR4 .118 .135 .190 .230 .256 .268 .361 .493 1.000 .568 .384 .210 .268 .182 .228 .227 .236 .236 

mtvHR5 .185 .187 .170 .288 .298 .293 .396 .477 .568 1.000 .473 .300 .293 .232 .207 .253 .272 .251 
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mtvHR6 .250 .151 .177 .322 .235 .279 .430 .412 .384 .473 1.000 .438 .360 .341 .257 .257 .282 .215 

empHR1 .255 .164 .161 .275 .205 .217 .367 .257 .210 .300 .438 1.000 .448 .425 .144 .152 .195 .188 

empHR2 .267 .153 .186 .295 .208 .259 .329 .186 .268 .293 .360 .448 1.000 .471 .213 .268 .187 .212 

empHR3 .218 .139 .191 .284 .175 .226 .307 .211 .182 .232 .341 .425 .471 1.000 .233 .245 .165 .158 

empHR4 .134 .139 .198 .225 .096 .197 .245 .186 .228 .207 .257 .144 .213 .233 1.000 .617 .423 .449 

empHR5 .138 .136 .184 .264 .138 .224 .263 .242 .227 .253 .257 .152 .268 .245 .617 1.000 .522 .532 

empHR6 .135 .127 .129 .211 .188 .187 .297 .237 .236 .272 .282 .195 .187 .165 .423 .522 1.000 .687 

empHR7 .145 .144 .168 .217 .211 .168 .248 .173 .236 .251 .215 .188 .212 .158 .449 .532 .687 1.000 
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Appendix E - Testing for multicollinearity in HR systems constructs 

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence Interval 

for B Correlations Collinearity Statistics 

B Std. Error Beta Lower Bound Upper Bound Zero-order Partial Part Tolerance VIF 

1 (Constant) 4.172 .119  34.951 .000 3.938 4.406      

Manager - Structured 

interviews 

.099 .086 .034 1.163 .245 -.068 .267 .176 .036 .027 .624 1.604 

Manager - Formal 

employment tests 

.134 .068 .055 1.964 .050 .000 .267 .138 .060 .045 .678 1.474 

Manager - Formal 

training 

.181 .066 .075 2.734 .006 .051 .312 .170 .084 .063 .699 1.430 

Manager - Training 

needs determined by 

performance evaluation 

.205 .076 .080 2.707 .007 .056 .353 .284 .083 .062 .601 1.663 

Manager - Tuition 

reimbursement 

.119 .072 .047 1.658 .098 -.022 .261 .134 .051 .038 .655 1.526 
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Manager - Formal 

performance evaluations 

.591 .077 .211 7.681 .000 .440 .742 .242 .230 .177 .702 1.425 

Manager - Merit pay -.022 .096 -.008 -.225 .822 -.211 .168 .159 -.007 -.005 .385 2.600 

Manager - Individual 

bonuses 

-.344 .097 -.124 -3.547 .000 -.534 -.154 .044 -.108 -.082 .436 2.295 

Manager - Group 

bonuses 

-.743 .077 -.307 -9.687 .000 -.893 -.592 -.090 -.285 -.223 .527 1.897 

Manager - Company-

wide bonuses 

.644 .092 .266 7.008 .000 .464 .824 .420 .211 .161 .369 2.708 

Manager - Promotion 

opportunities 

.875 .112 .280 7.821 .000 .655 1.094 .379 .234 .180 .414 2.415 

Manager - Complaint 

processes 

.842 .106 .248 7.924 .000 .633 1.050 .414 .237 .183 .542 1.845 

Manager - Formal 

participation programs 

.026 .094 .009 .273 .785 -.159 .211 .334 .008 .006 .488 2.049 

Manager - Cross-

department 

communication 

-.944 .133 -.231 -7.092 .000 -1.205 -.683 .151 -.213 -.163 .501 1.996 
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Manager - Communicate 

company goals 

.079 .076 .033 1.037 .300 -.071 .229 .031 .032 .024 .538 1.860 

Manager - Communicate 

operating performance 

.164 .086 .067 1.902 .057 -.005 .334 .240 .058 .044 .428 2.336 

Manager - Communicate 

financial performance 

.076 .081 .032 .945 .345 -.082 .234 .220 .029 .022 .449 2.226 

Manager - Communicate 

competitive performance 

-.054 .085 -.023 -.633 .527 -.222 .114 .104 -.019 -.015 .414 2.415 

a. Dependent Variable: Service performance 
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