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Abstract

This paper aims to examine the issues related to Performance Management
(PM) and Employees’ Perceived Fairness (EPF) using a holistic view to develop a
model to explain this dyadic relationship. Four private sector power producers in
Thailand agreed to be a part of this quantitative study using questionnaires to gather
the data from 207 employees. Structural Equation Modeling (SEM) analysis was used
to analyze the data gathered using the SPSS and AMOS program to assess what
factors influence EPF and how well the proposed model can be used to explain this
phenomenon. The results revealed that Performance Management Practices (PMP)
and Perceived of Organizational Culture (OC), as perceived by employees, have a
positive direct effect on EPF, while Relationship with Supervisor (RWS) has a negative
significant effect on EPF. The proposed model suggests that to enhance EPF, PMP and
OC should be integrated designed and implemented, supervisor should also be aware
that their behaviors and their interactions with employees importantly effect on EPF.
Both PMP and OC should be continuously assessed and adjusted to ensure an
alignment of the two with organization’s directions and critical success factors,
organization’s characteristics, organization’s visions, values, and strategies and
organization’s members.
Keywords: Performance management, Employees’ perceived fairness, Relationship

with supervisor, Perceived of organizational culture, Organizational justice

' Affiliation: School of Human Resource Development, National Institute of Development Administration.
148 Moo 3, Serithai Road, Klong-Chan, Bangkapi, Bangkok 10240, Thailand. Email. botun507@hotmail.com
? Affiliation: School of Human Resource Development, National Institute of Development Administration.

148 Moo 3, Serithai Road, Klong-Chan, Bangkapi, Bangkok 10240, Thailand. Email. chiral23@gmail.com

Human Resource and Organization Development Journal Vol. 13 No. 2/2021



The Performance Management Factors Affecting on Employees’ Perceived Fairness

2 in Private Sector Power Producers in Thailand

Jadenisuimsnanisufjifnundenasianissuianadusssuvasynains

TuasAnsguanllinaenysuludsemelng

a 1 a Y 2
Sunpn- 30 WEIEY 2563 Ualn mansIm Uaz9sUsen) oATUIT

uAlyummaiu: 7 nsnginu 2563
wOUSUUNAIIN: 22 JuIAL 2564

UNANED

SRURRED

N o

nuszasdLiieAnunaziinsgilagldipmesuuuesdsiy tetiaus
Tuwalunsesuietsnnuduiusvesnsuimsnan1sujuiRnu waen1siuianuiusssuves
yaanslueadns tagldnsnuidausinm ward1siadeyaniuuuuaauniuaInnguiiaeng
Tuasdnsiudnlitihaaensululszmealve 4 09ns lwaaunisiassaiuazlusunsu SPSS
waz AMOS gnldlunsiinsgidoyasinuuuasuniuiléiunisneundusisdu 207 a

iedinseiinladelaniidninasdensiuinnudusssuvesyrainsluesing uaziiousziliu

= 1

ANNENNNTOLUNNTERUIEUTINGNNSB! NANWIVDILLAATIENEINIATEU HANTANYINUT

YU UR0IN5UTMINANMIUHURIU dasTausssuesnns dnalaenssagalited1Agnia

aa [ YY) 1

adfsionsfuianulusssuvesyrainstussdns luvaeiinnuduiusiud U dudyvds

0 o

[V Y]
v

nadgegiitedAynvadfdenisiuimnudusssuvesyrains lumaainnisdnyituaisil
asureisaudAgyveIniseaniuukarn1sinlulguesszuuNIsUIMISHan1sU TR

LAz TAIUSITNOIANTUUURIATIN Ndswarnean1ssuiaudusssuvesyrainsluesdng

Y v v v O

wagHTaduTmAITnentndmgAnssuvenu wasmsujuRnusedladadudauuasnu dawa

Y

sonssuiaulusssuvevesypansluesdng wenainil ssuunisuimsuanisu Ry

WAL IRILSIIUDIANT ATEASUNNTIALAzUSULNBENRBLTaY Trlaudan AdeanuLdvuNe

v L4 ! s

Hadausiannudnda dnwae Fduvial AuA1 NaeNs waraulTn Y8999ANns

q q

AdAey: MIuImsansufifeu, mssuiarnudusssuvesypansluesdns, anuduius
FugdeRudyy, MssuTimusssuesins, Anugisssdluesdns

wirgudude: AnvirumineInsuyed aatulndiniuuuinsaans weil 148 auwasing uuienaoedu
wauensy NFINN 10240 fia botun507@hotmail.com
wirgeudude auvinuminensuyed antulndiniuuuinsmans il 148 auwaiive wriinaeIdu

waUney NN 10240 Bia chiral23@gmail.com

o A

71 13 atuil 2/2564

D

NIAINM IR INTUY WAL DIRANT



Panita Sastrawaha and Chiraprapha Akaraborworn

Introduction

A.T. Kearney reported that the Global Business Policy Council expected slow
global economic growth of 2.9 percent for 2019, and this slow growth is expected to
continue through 2023 (Laudicina, McCaffrey, & Peterson, 2019). Adding the economic
crisis caused by the COVIC-19 pandemic in 2020, supply and demand in almost every
business sector is interrupted globally (Ozili & Arun, 2020). The Organization for
Economic Cooperation and Development has released a new number, from an expected
2.9 percent growth to be 1.5 percent (El-Erian, 2020), while the Asian Development
Bank (ADB) forecasts a 1 percent growth for Southeast Asia (Association of Southeast
Asian Nations, 2020).

In order to survive this slow economic growth period, organizations are
pressured to improve their productivity (Volini, Schwartz, Roy, Hauptmann, Durme,
Denny, & Bersin, 2019) and their business operation efficiency (Laudicina et al., 2019).
Performance Management (PM) is one of the organization development interventions
used to ensure organizations’ competitive advantage (Rowland, 2013), to enable
performance-driven behavior (de Waal & Van Der Heijden, 2015), to drive employee
engagement level (Mone, Eisinger, Guggenheim, Price, & Stine, 2011), and to help
manage performance (Kagaari, Munene, & Ntayi, 2010). Therefore, PM was ranked top
in the 2017 HR trends (Levy, Tseng, Rosen, & Lueke, 2017), and has been heavily
studied regarding how it should be conducted to achieve high productivity (Saratun,
2016).

The Chartered Institute of Personnel and Development (CIPD) explained that
many organizations have been implementing their human resource management
practices on a strategic level using PM as a holistic means to manage their employee
resourcing, rewards, retentions, and development practices (Rowland & Hall, 2012).
However, a report showed that 71 percent of organizations perceive their PM as
ineffective and as needing improvement (Loew, 2015). In order to enable PM to be
effectively implemented to achieve its target objectives, such as increasing PM

effectiveness (Dewettinck & van Dijk, 2013), enhancing employee commitment
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(Farndale, Hope-Hailey, & Kelliher, 2011), improving employee performance
(Dewettinck & van Dijk, 2013), ensuring employees’ positive outcomes (Sharma, Sharma, &
Agarwal, 2016; Thaweepaiboonwong, 2017), and developing team performance
(Rowland, 2013), employees’ perceived fairness is essential (Charoensuk, 2016;
Dewettinck & Dijk, 2013; Farndale et. al., 2011).

However, some studies found that both managers and workers have
expressed concerns about unfairness in performance management practices
(Charoensuk, 2016; Rowland & Hall, 2012), some executives explained that their
companies’ evaluation and feedback systems have no impact on performance
(Hancock, Hioe, & Schaninger, 2018). These show all employees in the organization
from executive level, management level, and operational level have some concerns
about their performance management system and that companies continue to
struggle with how to enhance their performance management practices (Hancock,
Hioe, & Schaninger, 2018). Therefore, there is a need to understand fairness

perceptions in the PM context (Sharma et al., 2016).
Literature Review

Employees’ Perceived Fairness (EPF) is critical for the success of organization’s
performance management system (Jawahar, 2007), which is one of the HR tools used
on a holistic view to manage employee resourcing, rewards, retentions, and
development practices (Rowland & Hall, 2012). Besides, Pulakos & O’Leary (2011)
explained that the day-to-day interactions between managers and employees are
important component of the Performance Management (PM) process and as
mentioned by Hofstede that there is no management activity that is culture free
(Hofstede, 1984), therefore it is important to understand the impact of Performance
Management Practices (PMP), Relationship With Supervisor (RWS) and Organizational
Culture (OC) on EPF.

Performance Management
Brudan (2010) discussed the idea that the lack of a standard definition of PM

is still an issue. Many definitions of PM have been suggested by different authors. The
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authors proposed the PM model based on Bertalanffy’s system model (Bertalanffy,
1968) by consolidating various definitions into a holistic model as in below figure,
which shows that PM is a continuous and holistic process of identifying, measuring
and developing individuals’ and team’s performance, to align with the organization’s

performance and strategic goals.

Figure 1 Proposed Performance Management Practices and Definition Conceptualized

Based on Bertalanffy’s Systems Theory
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Source. Mohrman and Mohrman, 1995; Aguinis, 2009; Singh, 2013; Gifford, 2016.

According to the definitions defined from Mohrman and Mohrman (1995),
Aguinis (2009), Singh (2013), and Gifford (2016), there are common components in
most PM definitions: 1) a continuous process of managing performance; 2) targeting an
organization’s strategies, objectives, and goals; 3) the aligned processes and policies of
directing, monitoring, motivating, enabling, and developing employees and teams
were used to connect individuals’ and teams’ goals with those of the organization.

The literatures broadly suggest that the performance management process

consists of performance planning, performance review, feedback, and rewarding
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performance; and various authors have proposed different combinations explaining
performance management practices (Singh, 2013). Using Bertalanffy’s system theory as
a method to explain the interaction of the component parts of a larger system
(Friedman & Allen, 2014), the authors propose a combination of performance
management practices as 1) strategic goal setting, 2) empowerment, 3) performance
feedback, 4) performance appraisal, 5) rewards and pay, and 6) development
opportunity by reviewing strategic goal setting as “an input,” empowerment as “a
process,” performance feedback as “feedback,” performance appraisal, rewards and
pay, and development opportunity as “the output,” and finally employees’
perceived fairness as “an outcome.”

Therefore, in this research, the term performance management will be
defined as a continuous process of using a holistic strategic approach to direct,
motivate, and develop employees to work as effectively and efficiency as possible in
order to achieve the organization’s goals by using six performance management
practices: strategic goal setting, empowerment, performance feedback, performance
appraisal, rewards and pay, and development opportunity.

In assessing performance management effectiveness, two components are
taken into consideration, which are perceived performance management accuracy and
perceived performance management fairness (Sharma et. al.,, 2016). This suggests that
fairness perception is an important issue when investigating performance
management.

Perceived Fairness

Normally, individuals consider fairness as an important issue in different
contexts; however, in any context people perceive fairness about a particular
situation, and in order to do so, he or she considers fairness of outcomes (distributive
justice), the procedure used to arrive at those outcomes (procedural justice), and how
they are treated by others during those related processes (interactional justice), which
are the three components of organizational justice (Silva & Caetano, 2014), which is
one of the key success factors and predictors of organizational success (Ayobami &

Eugene, 2013).
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The application of organizational justice theory has been evident in many
organization’s human resource management policies and activities, since it has a
holistic ability to explain organizational behaviors concerning why the chosen
methods are to be used and how the chosen methods will be implemented
(procedural justice), how each individual employee will be informed and treated
throughout the entire process cycle (interactional justice), and how the outcomes will
be allocated (distributive justice; Rowland & Hall, 2012). This advantage makes
organizational justice theory an important one to be used for an organization to
analyze, design, implement, monitor, and control its performance management

policies and activities (Roch & Shanock, 2006).

Relationship with Supervisor

The interaction between managers and employees is an important
component of the performance management process (Levy et. al, 2017), and
therefore it also influences how employees perceive fairness in performance
management practices and in their organization. In order to understand the
relationship between the supervisor and his/her subordinate(s), the leader-member
exchange (LMX) theory is used to analyze this dyadic relationship (Breevaart, Bakker,
Demerouti, & van den Heuvel, 2015). The theory was developed based on the belief
that leaders have limited personal and organizational resources, and therefore they
allocate these resources selectively (Lee, 2001). The perception of faimess and the
quality of this relationship have been studied by researchers in order to understand
employees’ perception of fairness in an organizational setting (Williams, Scandura,
Pissaris, & Woods, 2016).

Most of the recent performance management system studies seem to
overlook the effect of organizational cultures (Henri, 2006), and not many studies
have investigated organizational culture as a contextual factor in performance
management (Magee, 2002). Additionally, most studies ignore the use of Performance
Management System (PMS) from a holistic point of view (Henri, 2006).

Organizational Culture

Previous studies revealed that organizational culture and performance

management practices have a positive and strong relationship (Chaudhry, Yuan, Hu, &
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Cooke, 2016). Organizational culture can influence and determine an organization’s
policies, styles, and organizational structure the behaviours of various stakeholders in
the organization (Goksoy & Alayoglu, 2013), and affects employees’ behaviours,
motivation, and values (Ehtesham, Muhammad, & Muhammad., 2011).

Organizational culture can be defined as “the collective programming of the
mind that distinguishes the members of one organization from others” (Hofstede,
Hofstede, & Minkov, 2010, p. 344). It is important to understand the importance and
impact of perceived organization culture on performance management in
organizations (Reddy, 2011), as there is no management activity that is culture free
(Hofstede, 1984). With differences in employees’ perceived organization culture, the
same strategy implemented by two companies in the same country may result in
different outcomes (Kandula, 2006), since there is a relationship between perceived
organization culture and corporate performance (Lim, 1995). As explained by Abdul
Rashid, Sambasivan, and Abdul Rahman (2004) that employees’ perceived
organization culture typology influences the level of employee’s attitudes toward
organizational intervention. As PM is one of the organization’s intervention tools,
therefore, different types of perceived organization culture influence employee’s
perception level differently.

Cameron and Quinn (2006) suggested four types of organizational culture
based on the Competing Values Framework (CVF) and it was claimed that the CVF can
be used to explain most of the organizational cultural dimensions mentioned in the
literature (Yu & Wu, 2009) and their Organizational Culture Assessment Instrument
(OCAI) developed based on the CVF concept is frequently used in organizational
culture research (Wudarzewski, 2018). Therefore, the CVF has been an important
model used in quantitative studies of organizational culture (Yu & Wu, 2009).
Explanations regarding the nature of each dimension can be found below.

1) The clan culture. People in organizations with a clan culture have shared
values and goals with an atmostphere of collectivity and mutual help. The
organizations put greater effort into empowering people and employee evolvement.
This type of organizational culture is normally developed over time with stable

memberships (Yu & Wu, 2009). The organization’s atmostphere is friendly and is like
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an extended family, the leaders are considered to be mentors, commitment is high,
and success is defined in terms of sensitivity to the customer and concern for people
(Cameron & Quinn, 2006).

2) The adhocracy culture. This type of organizational culture is temporary,
and it will be dismissed when the organizational tasks are ended, and “reloaded”
when new tasks arise (Yu & Wu, 2009). The organization’s atmostphere is dynamic,
entrepreneurial, and creative, people are willing to take risks, the leaders are
innovative and risk takers, success is determined by being product or service leaders,
and the organization promotes individual innitiative (Cameron & Quinn, 2006).

3) The market culture. The organizations with a market culture mainly focus
on interactions and activities with the external environment rather than internal
management. The goals of this type of organization are to maximize profits through
market competition (Yu & Wu, 2009). The organization of this type is result-oriented,
goal-oriented, and competitive. Its major concern is getting the job done. The organization’s
leaders are hard drivers, tough, and demanding, and the organization emphasis is on
winning (Cameron & Quinn, 2006).

4) The hierarchical culture. The hierarchical culture represents the organization
with a clear organizational structure, standard rules and procedures, strict control, and
the responsibilities of members are well defined (Yu & Wu, 2009). The leaders try to
be a good coordinators and organizers, who are efficiency-oriented, and success is
defined by the ability to maintain the smoothrunning of the organization (Cameron &
Quinn, 2006).

Therefore, in this study, the Organizational Culture Assessment Instrument
(OCAl; Cameron & Quinn, 2006) was employed in order to assess the relationships
between the variables in organizational phenomena, based on the work of
Wudarzewski (2018, p. 80), who explains that “the OCAI can be employed to identify
causal relationships between the phenomena of organizational culture and the
factors that are interdependent with this culture, such as management styles or
motivational psychological aspects.”

Referring to related studies, theories, and concepts explained above, the

influence of PMP, RWS, and OC on EPF can be conceptualized into a proposed model
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as shown in figure 1. There are four variables in the proposed model, PMP is
considered as an independent variable, RWS and OC are intervening variables, while

EPF is a dependent variable.

Figure 2 Conceptual Framework

Relationship
with
supervisor

Employee
perceived
fairness

Organizational
cultural

The clan. Tha adhocracy The hierarchy The market
culturs culture culture cultura

Conceptual Framework

The conceptual framework emerged from those previous studies is shown in
figure 1 to examine the influences of performance management, the relationship of
supervisor and the perceived organization culture on employee of fairness.

Practices related to performance management affect employees’ perceptions
and attitudes (Hartog et al., 2004). Therefore, Performance management practices
influence employees’ perception of fairness.

Hypotheisis1: Performance management is positively related to employees’
perceived fairness.

Relationship with supervisor has a positive relationship with subordinates’
perception of fairness on performance management (Fulk, Brief, & Barr, 1985). It helps
enhance the employee’s perception of his or her organization (Baloyi, Waveren, &
Chan, 2014) and helps encourage subordinate to rise the opinion and feeling towards

the result and process of performance management, promote two-way feedback and
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feedback acceptance, and increase communication between supervisors and
subordinates (Fulk, Brief, & Barr, 1985).

Hypothesis2: Relationship with supervisor has a positive indirect effect on
employees’ perception of performance management practices fairness.

It has been explained that perceived organization culture can influence
organizational justice (Azarin & Moghaddam, 2015), and employees’ perceived
organization culture and performance management practices have a significant
relationship (Chaudhry et al., 2016).

Hypothesis3: Perceived organization culture has an effect on employees’
perceived fairness.

Hypothesisd: Performance management is positively related to employees’
perceived organization culture.

Employees’ perceived fairness, as a dependent variable in this conceptual
framework, is analyzed based on the concept of organizational justice using
distributive justice and procedural justice, but interactional justice will not be
included. Roch and Shanock (2006) explain from their study of organizational justice
based on the concept of social exchange theory that procedural justice, interactional
justice, and informational justice were related to social relationship, while distributive
justice was related to an economic exchange relationship. This is aligned with Rupp
and Cropanzano (2002) whose study shows a high correlation between procedural
justice and interactional justice. Besides, Konovsky and Cropanzano (1991) report a
0.62 correlation between procedural justice and interactional justice. Therefore, in
order to avoid any possible variance resulting from this correlation issue, only

distributive justice and procedural justice were used.

Research Methodology

According to the Association of Private Power Producers (APPP), from total of
34 member companies, there are five companies in the independent power producer
(IPP) group, 17 companies from the small powder producer (SPP) group, and 12
companies are from the renewable group. As the number of employees in the

renewable companies tend to be very small, the researcher decided to distribute
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questionnaires only with the companies in IPP and SPP groups to ensure adequate
number of samples received from each participated company (Association of Private
Power Producers, n.d.).

Two types of nonprobability sampling method, the purposive sampling and
the convenience sampling (Frey, Carl, & Gary, 1999), were used. The purposive
sampling method was used to select the four target companies from the IPP and SPP
and also listed in the Stock Exchange of Thailand (SET). While the convenient
sampling was used to gather data from the unit of study, the employees from the
four selected companies mentioned above.

The quantitative method was applied using Structural Equation Modeling
(SEM) in order to test the hypothesized model. The questionnaire was developed
from the research-based literature review and tested the index of Item-Objective
Congruence (I0C) and pilot test. The draft questionnaires including both Thai and
English questions were sent to five key informants to review the I0C to validate the
content of the questionnaire (Rovinelli & Hambleton, 1977). The questions were
selected and revised according to the IOC criteria based on the suggested cut-off
value of > 0.50 (Gyeltshen & Sawangmek, 2016). Then, the researcher ran a pilot test
for a reliability test using 30 samples initially collected. Before distributing the
questionnaire, the authors revised any questions with the corrected item-total
correlation values less than 0.20, aiming to increase the observable variables with the
Cronbach alpha values less than 0.70. According to Cortina (1993), it is acceptable if
the Cronbach alpha is higher than 0.70, while the suggested cut-off value for the
corrected item-total correlation is 0.20 (Streiner & Norman, 2003).

Data screening was performed in order to ensure that the data gathered were
usable, reliable, and valid for further statistical analysis. First, missing data were
detected using SPSS’s frequency analysis feature in order to present the number of
missing values for each variable. All responses containing missing data were excluded.
Then unengaged responses were detected using the standard deviation with the cut-
off value of less than 0.5 suggested by Steyn (2017), leaving 207 usable sample to

proceed further.
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The total number of employees from the selected companies was 1,581.
After the data screening has been performed, there were 207 usable questionnaires
returned. Based on Hoelter (1983), the minimum number of samples required, also
called “Critical N,” must be at least 200. Therefore, the usable returned 207
questionnaires is considered to be an adequate number of samples to proceed

further.

Results

According to the demographic results, 51.70% of the samples were male, the
majority of the respondents belonged to generation Y (75.40%), 47.30% had
graduated at the bachelor level, 56.50% worked in an enabling and support function,

and most of them (68.10%) worked at the operational level.

Table 1 Descriptive Statistics Results

13

Latent Variables Observable No. of Mean S.D. SK KU Meaning
Variables Questions
Performance Strategic Goal 6 3.75 0.59 -0.36 0.37 Somewhat
Management Setting High
Practices Empowerment 4 3.56 0.72 -0.60 0.18 Somewhat
High
Performance a4 3.45 0.79 -0.30 0.20 Somewhat
Feedback High
Performance 5 3.49 0.74 -0.73 0.62 Somewhat
Appraisal High
Rewards & Pay 4 3.15 0.85 -0.70 0.10 Neutral
Development a4 3.47 0.75 -0.32 0.11 Somewhat
Opportunity High
Relationship with  Relationship and 4 3.79 0.83 -0.61 0.28 Somewhat
Supervisor Trust in Supervisor High
Organizational The Clan Culture 6 3.27 0.68 -0.35 -0.46 Neutral
Cutture The Adhocracy 6 3.08 0.65 -0.43 0.06 Neutral
Culture
The Market Culture 6 3.22 0.57 -0.38 0.24 Neutral
The Hierarchy 6 3.48 0.59 -0.65 0.59 Somewhat
Culture High
Employees' Distributive Justice 4 3.13 0.89 -0.34 -0.31 Neutral
Perceived Procedural Justice 6 328 059 035 007 Neutral
Fairness

Human Resource and Organization Development Journal
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The composite scores were used to run the statistic analysis for a simple
analysis and an easy interpretation, since to measure each observable variable, the
instrument consists of a number of questions (Dillon & McDonald, 2001).

The descriptive statistical results revealed that the skewness values ranged
from -0.73 to -0.30, indicating that the data were normally distributed, as McHugh and
Hudson-Barr (2003) suggested an acceptable skewness value between -2 and +2. This
is aligned with the kurtosis results that ranged from -0.46 to 0.62, which was also
within the acceptable range between -2 to +2, as suggested by McHugh and Hudson-
Barr (2003). In conclusion, regarding the normality statistics, the central tendency
analysis, and the measure of variation, the data collected in this study were

satisfactory.

Table 2 Pearson’s Coefficient Correlation of Thai Private Sector Power Producers

Correlations

Mean PMG PM.E PM.F PM.A PM.RP PM.D RWS OC.CcC OCAC OC.MC OCHC 0J.DJ OJ.PJ

PM.G 3751 1

PM.E 3587 567 1

PM.F 3.454 616" 551 1

PM.A 3.493 490" 274% 428** 1

PM.PR 3.155 374% .200%* 337 654 1

PM.D 3471 4617 457 AT9%* 511 4277 1

RWS 3.796 618 413 680" 404 31 4197 1

OcC.cc 3.274 367 322% 458 .309%* A414% A495% 427 1

OCAC 3.077 334 392% 406™* .389%* 4597 498* 347 746%* 1
OC.MC 3.219 334 337 .366™ 385" 383 A76** 349%* 6417 822% 1

OCHC 3.480 468 386" 558% 46T 528** 5127 537 1297 658" 648** 1

0J.DJ 3128 375" .202% 336%™ .508** 684%* A454% 3217 463 507%* 422% 499%* 1
OJ.P) 3.283 322%% 238%™ 433 626%* 563** A442% A414% 4697 539%* 488** 630" 612% 1

Bartlett's Test of Sphericity = 1727.153, df = 78, p = 0.000, KMO = 0.875

**_Correlation is significant at the 0.01 level (2-tailed).

The correlation of between the independent variables and the independent
variables ranged from 0.209 to 0.822, which was within an acceptable range compared
to the cut-off value of < 0.90 as suggested by Hair, Black, Babin, and Anderson (2010).
The correlation value between the independent variables and the dependent

o o
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variables ranged from 0.202 to 0.684, which were all acceptable based on the cut-off
value of 0.30 and higher suggested by Hinkle, Wiersma, and Jurs (2003) except the
correlation value of 0.202 and 0.238 which are the correlation values of PM.E with
0J.DJ and OJ.PJ.

Bartlett’s test of sphericity results revealed the statistic value of 1727.153, a
degree of freedom of 78, and a p-value of 0.001, indicating that the correlation matrix
is different from the identity matrix at a significant level of 0.01. This means that the
observable variables are related and is considered appropriated to proceed further
with factor analysis (Dziuban & Shirkey, 1974). The KMO result of 0.875, which was
higher than the cut-off value of 0.50 (Kaiser & Rice, 1974) was considered appropriate
to proceed with the factor analysis.

Before performing SEM analysis, exploratory factor analysis (EFA) and
confirmatory factor analysis (CFA) were used to perform the factor analysis. EFA is
used to analyze which variables go together (DeCoster, 1998) and CFA was used to
test whether a specified set of constructs influences responses in a hypothesized way
(DeCoster, 1998). After performing factor analysis, the rotated component matrix of
performance management practices (PMP) revealed that the re-group were needed
for performance appraisal (PM.A) and rewards and pay (PM.RP), besides, one question
needs to be droped from empowerment (PM.E.), one question also needs to be
droped from goal setting (PM.G.), and one question needs to be droped of from
appraisal (PM.A).

After EFA and CFA were performed, SEM analysis was analyzed. The results of
the SEM analysis using maximum likelihood of the original proposed model revealed
that the empirical data, fit the theoretical framework based on a variety of fit indices.
As the value of X2 = 230.732, df = 79 with p = 0.001, GFI of 0.874, which is slightly
lower than the cut-off value of = 0.90, RMSEA = 0.097, AGFI = 0.809, CFl = 0.934, and
NFI = 0.904 indicated that most of the fit indices used to measure absolute fitness

and incremental fitness are in acceptable ranges.
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Figure 3 Results of the Structural Equation Modeling

EPF.Private

Chi-square = 230.732, df = 79, p = .000
GFI = 874, RMSEA =097, AGFI| = 809, CFl = 934, NFI = 904

Table 3 below displays recommended fit indices values and the results from

SEM analysis for comparison.

Table 3 Goodness of Fit Statistics of the Model

Fit Indices Cut-Off Value Results from SEM

Chi-square - 230.732

Df - 79
Chi-square/df <5 2921

P value < 0.05 < 0.001

GFl (Goodness of Fit Index) > 0.90 0.874
RMSEA (Root Mean Square Error of Approximation) < 0.10 0.097

AGFI (Adjusted Goodness of Fit Index) > 0.80 0.809

CFI (Comparative Fit Index) > 0.90 0.934

NFI (Normed Fit Index) > 0.90 0.904

Source. Segars and Grover (1993); Schermelleh-Engel, Moosbrugger, and Mller (2003); Bentler and Bonnet (1980).

The results of the path coefficient of the latent variables for the direct effects

(DE), the indirect effect (IE), and total effect (TE), as shown in table 4 below.
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First, the statistic result confirms H1 in that performance management has a
direct positive effect on employees’ perceived fairness.

On the other hand, the result rejects H2 because of the negative value of the
path analysis of relationship with supervisor on employees’ perceived fairness.

Then, the statistic result confirms H3 in that there is a direct positive effect
from organizational culture on employees’ perceived fairness.

And lastly, H4 has been confirmed that performance management has a
positive effect on employees’ perceived organization culture.

The results of Reliability Regression (RZ) of structural equation model of latent
variables found that R2 of RWS is 0.54, which means that the variables in the model
can explain variance of relationship with supervisor in 54%, while the R” of OC is 0.58
explains that the variables in the model can explain variance of organizational culture
in 58%, while R® of EPF is 0.78 means that the variables in the model can explain

variance of employees’ perceived fairness in 78%.

Table 4 Direct, Indirect, and Total Casual Effects

17

Endogenous Exogenous Variables
Variables R? PMP RWS oC
TE IE DE TE IE DE TE IE DE
RWS 0.54 0.73** - 0.73%* B B B B B -
OC 0.58 0.76** - 0.76** B B B B B -
EPF 0.78 0.82**  0.08**  0.74%* _ - _ 0.38** - 0.38**
0.28** 0.28**

Note: ** p < 0.05

Discussion and Conclusion

The research results indicated that performance management practices and
perceived organization culture have a positive direct effect on employees’ perceived
fairness, while relationship with supervisor has a negative effect on employees’

perceived fairess.
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First, the results emphasized the importance of performance management for
the organization to enhance its EPF. Many organizations worldwide are aware of the
importance of PMS and have been putting effort to get the best of their PMS by trying
to close the claimed to be the biggest issue of PM, the linkage between the appraisal
system and remuneration (Rowland & Hall, 2012). Many well-known companies (such
as Adobe, Dell, Microsoft, IBM, Deloitte, Accenture, PwC, and GE, the role model of
traditional appraisal, etc.) have eliminated their annual performance reviews, replacing
them with instant and continuous feedback tied with more frequent rewards and
recognition (Cappelli & Tavis, 2016), expecting that the frequency of performance
feedback and rewards helps employees to realize and understand the linkage
between their individual performance and the rewards received.

Second, the findings presented the significant influence of perceived
organization culture on employees’ fairness perception. Perceived organization
culture not only directly affects employees’ fairness perception, but also acts as an
intervening variable influencing the relationship between performance management
practices and employees’ perceived fairess because organizational culture directly
influences how the management designs and implements its organization
management practices (Erkutlu, 2011). Employees in all four companies participated in
this research perceived that their organizations have a hierarchical culture, which
associated with highly formalized norms and procedures (Barabasz & KuZmierz, 2014).
Based on Hofstede’s index, this organizational culture type is related to the power
distance concept where group members believe that no individuals in this society
type are equal and accept that power is distributed unequally (Ismail & Baki, 2017).
When the culture norm suggests that individuals are not equal, the members of this
organizational type tend to undertsand unfairness and more easily accept the
organization’s various practices as fair.

Third, the statistical results of this study demontrate that RWS has a negative
effect on EPF. The practice of the performance management system emphasizes the
exchange of interpersonal treatment and information/conversation between
superviors and employees (Aguinis, Joo, & Gottfredson, 2011), therefore, the

correlation between RWS and EPF is expected. However, the negative effect as
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indicated from this study is not common according to previous literature, which
suggest the positive significant correlation between RWS and EPF, since supervisor’s
decisions and actions shape employees’ justice perceptions (Malmrud, Falkenberg,
Eib, Hellgren, & Sverke 2020), and supervisors are an important source for employees’
faimess perceptions (Karam et al., 2019). Even though there are studies revealed that
RWS is not significantly related to EPF, as some studies revealed that distributive
justice is not related significantly with perceived supervisor support (DeConinck &
Johnson, 2009; Mansour, 2014) and procedural justice is not related to employees’
satisfaction with supervisor (Sudin (2011), but the negative effect from RWS to EPF is a
new emerging.

The rationale behind the negative effect from RWS to EPF may be explained
by that the most concentrated issue of PM is how to link appraisal results with the
alocation of rewards and pay (Rowland & Hall, 2012). Since perceptual congruence of
self-supervisor rating is important for trust (Carter & Mossholder, 2015) and
performance evaluations (Wexley, Alexander, Greenawalt, & Couch, 1980). However,
individuals are not good at evaluating themseves (Atwater et al,, 1998) and social
exchange theory explains that social relationships are based on tust and the believe
that goodwill will be reciprocated (Blau, 1964). It can be explained that when an
employee has a good relationship with his/her supervisor, he/she expects a goodwill
in return, in this case are the good performance evaluation results and hence, the
good level of rewards and pays. But if there is a difference of self-supervisor rating
(low level of perceptual congruence of self-supervisor rating), a negative effect may

be expected from RWS to EPF.

Limitations

There were some methodological limitations that should be considered when
evaluating the results of this study. First, the structure of the samples used for the
statistical analysis should be discussed. From the total 207 samples used in this study,
the majority of the them belonged to generation Y (75.40%) and most of them
(68.10%) worked at the operational level. The overwhelming number of responses
from generation Y and the operational level may have biased the results of the

research, since if the sample is not the representative of the populations being
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sampled, the accuracy of the research results could be affected (Shringarpure & Xing,
2014).

Second, using the instrument developed from the Western countries in order
to assess the organizational culture typology in the Thai context may be
inappropriate. Based on Hofstede’s notion of the cross-cultural dimension
(Hofstede,1984), Thailand has the lowest masculinity ranking among the Asian
countries, and this low scores indicates that the Thais are less assertive and are
passive in the non-Thai context (Pimpa, 2012). Assertiveness is one of the
communication skills that involves expressing one’s views and opinions honestly
(Acharya, Sharma, & Nair, 2016), and therefore the low level of assertiveness on the
part of the Thais may result in difficulty in expressing their true views and opinions.
Since the OCAI is designed to assess and identify the culture type of an organization
(Suderman, 2012, Wudarzewski, 2018), but it may not be a proper instrument to be
used to study cultural typology as a contextual factor for performance management
or fairness perception study in Thai context.

Lastly, examining the perception of faimess can be subjective and most
people feel uncomfortable answering such questions (Goksoy & Alayoglu, 2013), and

therefore the accuracy and realiability of the answers may be in doubt.

Recommendations for Practice

According to the statistic result from this study, it emphasizes the importance
of positive influences of PMP and OC on EPF. Therefore, closing an important g¢ap of
PM system, the linkage between appraisal system and remuneration (Rowland & Hall,
2012), might be the first priority for HR practitioner to take into consideration. It is
recommended that the more frequently and continuously feedback and rewards may
enable employees to understand and see the linkage clearly. However, this concept
may work well on an individual level, but it may be challenging regarding how it can
be effectively practiced with teams and the organizational levels. It has been
explained in the 2019 Deloitte Global Human Capital Trends that performance-based
rewards are mostly used at the individual performance level, but it is still a challenge
concerning how to clearly link rewards at the team and organizational levels (Volini et

al., 2019).

NIATMIRAUINTNGINTUY O WATDIANT U7 13 aUun 2/2564



Panita Sastrawaha and Chiraprapha Akaraborworn

Besides, as OC and PMP is also correlated to each other, and both OC and
PMP have positive effect on EPF, therefore, PMP and OC should be taken into
consideration on a holistic viewpoint when designing organization’s PM system.
Besides, the continuous assessment and adjustment are recommended for both PMS
and OC on a holictic view point, since both PMS and OC not only positively influence
on EPF, but also have their dyadic relationship between themselves. PMS needs to be
continuously assessed and adjusted in order to ensure alignment with the
organization’s directions and critical success factors (Pulakos, 2004), while OC also
needs to be evaluated and developed over time (Bellot, 2011) in order to ensure
aliscnment with the organization’s business stages and business characteristics (de-la-
Garza-Carranza, Guzman-Soria, & Mueller, 2011), the company’s visions, values, and
strategies (Suderman, 2012), and its members (Bellot, 2011).

Lastly, as RWS also influence EPF significantly, supervisors should be aware of
how his/her behaviors and attitudes can influence EPF. Therefore, organizations
should educate and groom the supervisor of how he/she should interact with
employees so that to enhance EPF. Moreover, as the statistic result shows the
negative effect from RWS to EPF, and this may be resulted from that the perceptual
congruence of self-supervisor rating is important for trust (Carter & Mossholder, 2015).
Hence, the two-way-communication feedback and performance evaluation results are

recommended to reduce the level of disagreement in self-supervisor rating.

Recommendations for Future Research

First, future researchers may empirically test the proposed model in a variety
of organizational settings in order to examine how PM practices, OC, and RWS affect
employees’ fairness perception. Study can be expanded further by linking employees’
perceived PM fairness with other employee and organizational outcomes, such as
employee engagement level, team performance, the organization’ competitive
capability, etc.

Second, the rationals to explain the negative effect from RWS to EPF is
required and there is a need for further studies to investigate and confirm this
negative effect. The model testing in other sectors in the power generation industry in

Thailand or in other business sectors is recommended. Besides, the R’ = 0.54 of RWS
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implies that there might be other additional variable(s) to be taken into consideration,
so that the variables in the model can explain variance of RWS better.

Third, as PMS is one of the management control systems that is based on the
concept of control/flexibility and people/organization, the two pairs used as the basic
concepts of the competing value framework (Henri, 2006), assessing organizational
culture using the OCAI seems to be suitable for the studied model. However, the
results from this research indicate that the OCAlI may be an improper measurement
instrument to be used in this study context, as the definitions, concepts, and its
combinations of dimensions are still controversial and ambiguous (Schein, 1990,
Bellot, 2011). There is the need to further investigate which organizational culture
measurement instruments should be used when assessing OC in the Thai context, or
to develop the OC measurement to be specifically used in the Thai context.

Lastly, mix-methods are recommended for future research. As using
questionnaires or survey instrumeuts to measure organizational culture may prejudge
the dimensions to be studied (Schein, 1990), and measuring fairness perception can
be subjective, most participants feel uncomfortable answering these types of

questions (Goksoy & Alayoglu, 2013).
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