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Abstract

The purpose of this paper is to examine human resource factors on implementation of performance management
framework in Kenya and, specifically, at Moi Teaching and Referral Hospital (MTRH). The theory of planned
behaviour and the Balanced Score Card Model were used to show how people are linked to the success of the
organization. This study adopted an explanatory design that used an in depth investigation of an Institution in
form of case study which was undertaken at MTRH Eldoret. The target population was all the staff of MTRH,
who numbered 2,040, but a sample of each department was selected, totalling 510 respondents through simple
random and stratified sampling techniques out of which 505(99%) subjects responded. The study utilized
questionnaires for data collection. Data collected was analyzed using descriptive and inferential statistical tools.
Specifically Manova analysis, Correlation analysis, Factor analysis and SEMPATH model, with the help of SPSS
/Amos model programme, were used to validate and test the hypotheses. Results of hypothesis testing indicate
that employee attitude and leadership style have a significant relationship with implementation of performance
management. The first model showed that leadership style was found not to likely affect implementation with
other variable at the standardized regression measured .01 and was not significant at p>.05. This was supported
by a strong correlation between leadership and attitude at .85 as compared with .37 with implementation of
performance management. A second model was therefore tested whereby leadership style were conceptualized to
influence attitude and in retrospect attitude affect implementation of performance management. The standardized
regression between attitude and performance management directly was .41. The study established that leadership
style influence attitude which, in turn, determine employee relationship with the implementation of performance
management framework. It was therefore recommended that, to effectively manage the implementation of
performance framework, an organization should put in place: the right strategies which can position the
organization well and allow all the concerned parties execute their duties to great heights.

Keywords: employees’ attitudes, leadership style, performance management framework
1. Introduction

Performance management system is crucial to both employees and employers. It is important for the employers
to be aware of employees’ contribution to the organization goals and objectives (Mustafa, 2013). Therefore by
understanding and managing a good performance management system, it can be means of getting better outcome
from the organization. Performance Management is concern for everyone not just managers in the organization
(Armstrong & Baron, 2009). The introduction of human resource management is a strategic driver and plays an
integrated role in performance management system (Edward, 2003). Human resource factors are part of the
strategy that contribute to organization performance.

A well managed human resource factors in organisations can enhance implementation of performance
management (Bowen & Ostroff, 2004). Research has shown that HRM can play an important role in
organisational performance (Boselie & Dietz, 2003; Boselie, Dietz, & Boon, 2005; Guest, Michie, Conway, &
Sheehan, 2003). Although a positive relationship is sometimes shown between HRM and organisational
performance, little is yet known about its determinants of performance management framework (Bowen &
Ostroft, 2004; Klein & Kozlowski, 2000).

1.1 Problem Formulation

The need to remain competitive, productive and open to the challenges of the future in the face of organizational
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change is becoming more important than ever (Kaplan & Norton, 1996). Public sector reforms have become
common phenomena around the globe and especially in developing countries. The Government of Kenya,
therefore, started implementing Public Sector Reforms in 1993 with the aim of improving service delivery.
Public Services in many African countries are confronted with many challenges which constrain their delivery
capacities. The reason behind poor performance includes human resource factor(s). In light of this, the
Government of Kenya embraced the policy of Public Sector Reforms. While there was a reduction of the core
civil service by about 30%, it was noted that Productivity and Performance in the Public Service was not as
expected. The Government of Kenya, therefore, undertook the implementation of Performance Contracting since
the other reforms seemed to have recorded minimal success. It is worth examining the success of implementation
of performance contracting in the Public Sector. This would help establish the efficacy of Public Sector Reforms
in Kenya and hence the need for this study. The question therefore is, “Is Performance Management really
working for MTRH?”” Scanty information is available.

The specific objectives were:

1.  To assess the extent to which Employees’ Attitudes on Strategies Employed affect implementation of a
Performance Management Framework.

2. To assess the Impact of Leadership Style on the Adoption of a Performance Management Framework.
2. Theoretical Approach of Performance Management

The European Foundation for Quality Management’s (EFQM) model indicates that good HR leadership leads to
customer satisfaction, people satisfaction and impact on society. Good leadership create HRM practices leading
to excellence in business results. Organizations who adopt the EFQM model, such as ICL, the Post office and
KLM-Dutch Royal Airline, accept the importance of performance measurement and work all the time to improve
the usefulness of their measures, but they also recognize that simply measuring a problem does not improve the
quality of work.

The 360 degree feedback has been defined by Ward as “the systemic collection and feedback of performance
data on an individual or group derived from a number of the stakeholders on their performance” (Armstrong &
Baron, 2009, p. 2). It is also referred to as multi-source assessment or multi-rater feedback.

The Balanced Scorecard is a model that gives a balanced presentation of both financial and operational measures.
The main concern is customer perspective, internal perspective, innovation and learning and financial
perspective. The organizations’ strategies are aligned to the individual strategies through the Balanced
Scorecard’s holistic approach to performance. Kaplan and Norton (1996) devised what they call the balanced
scorecard: a set of measures that gives the top management a fast but comprehensive view of the business
(Armstrong & Baron, 2009, p. 275). The The balanced scorecard communicates a holistic model that links
individual efforts and accomplishments to business unit objectives.

2.1 Leadership Theories

There are various theories associated with leadership style. These include trait theories, behavioural theories,
contingency theories, leader-member exchange theory and decision theory. This study narrowed on contingency
theories (Fiedler Model and Situational Leadership Theory).

The first comprehensive contingency model for leadership was developed by Fred Fiedler. The Fiedler
contingency model proposes that effective group performance depends on the proper match between the leader’s
style and the degree to which the situation gives control to the leader. A more recent conceptualization by Fiedler
focuses on the role of stress as a form of situational unfavourableness and how a leader's intelligence and
experience influenced his or her reaction to stress Fielder and associates found that a leader's intellectual
abilities correlate positively with performance under low stress but negatively under high stress. And, conversely
a leader’s experience correlates negatively with performance under low stress but positively under high stress. It
is therefore the level of stress in the situation that determines whether an individual's intelligence or experience
will contribute to leadership performance (Robbins & Judge, 2008).

2.2 Literature Review
2.2.1 Employee Attitude Concept

In a performance management, employee attitudes toward the system are strongly linked to satisfaction with the
system. According to Boswell and Boudreau (2000), perceptions of fairness of the system are an important
aspect that contributes to its effectiveness. Understanding employee attitudes about the performance
management in organizations is important as they can determine its effectiveness (McDawall & Fletcher, 2004).
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If the performance management is seen and believed to be biased, irrelevant or political, that may be a source of
dissatisfaction with the system. Employee reaction to the performance management is a critical aspect of the
acceptance and effectiveness of the system. Extreme dissatisfaction and perceptions of unfairness and inequality
in the ratings may lead to the failure of the system (Murphy & Cleveland, 1995). The criteria that must be met in
order to make the system be perceived by ratees to be fair include having a formal system of appraisal, ratees
must have a very high degree of job knowledge, the rates must have an opportunity to appeal against their
performance ratings, the dimensions of performance must be relevant, and having action plans to deal with any
weaknesses. The organizational climate must be cooperative rather than competitive (Murphy & Cleveland,
1995). It’s not only the ratees’ attitudes towards the performance management that is critical. Even the attitudes
of the raters are also critical to the system (Brown et al., 2010). The attitudes and approach the raters to the
process have been shown to influence the quality of the appraisals. Some raters have indicated that they are
reluctant to conduct the appraisals saying that they hated conducting appraisals, ‘second only to firing
employees’.

Recent literature reviews have confirmed that most research studies report a significant association between
human resources management and performance (Boselie Dietz & Boon, 2005; Combs et al., 2004; Wright et al.,
2005). However, a research carried out by Guest, D. E and Conway, (2009) titled ‘Human Resource Management,
Employee Attitudes, and Workplace Performance’, suggested that there is an association between an aggregated
measure of HRM and work performance but they fail to show any mediating effects of employee attitude for
which the current study would wish to fill the gap. In this study, the impact of employees’ attitude on the
implementation of a performance management framework was examined.

HO,;: Employee Attitude has no significant influence on implementation of a Performance Management
Framework.

2.2.2 Leadership Styles

The role of leadership has also been found to be relevant in employee willingness to voice ideas aimed at
improving the organization and the way in which it functions (Detert & Burris, 2007). Examples of leadership
style which are current are transformational and transactional leadership. Recent research on leadership as
carried out by Vaccaro et al. (2010) titled ‘Management Innovation and Leadership’, concluded that
transformational leadership is conducive to pursuing management innovative and transactional leadership do
contribute to lowering potential barriers associated with management innovative. Transformational leadership is
aimed at the followers' identification with its purpose and common goals. It stimulates employees to attain to
organizational goals by appealing to high-level needs for self-actualization (Bass, 1985; Burns, 1978; Lindebaum
& Cartwright, 2010). Transformational leadership consists of four dimensions: (1) idealized influence; (2)
inspirational motivation; (3) intellectual stimulation; and (4) individual consideration (Avolio et al., 1999).
Idealized influence represents the degree to which leaders are admired, respected, and trusted. This dimension
includes charismatic behaviour that causes followers to identify with the leader and fosters a sense of intrinsic
motivation to achieve goals. Inspirational motivation provides meaning and challenge to their followers,
fostering team spirit and encouraging them to envision attractive future states. Intellectual stimulation prompts
followers to question assumptions and be creative. Transformational leaders ensure that creativity and innovation
is part of the problem solving processes. Individualized consideration includes the extent to which followers'
potential is developed by attending to their individual needs, as well as creating learning opportunities and a
supportive environment for growth (Bass et al., 2003).

Transactional leadership consists of two dimensions: contingent reward and active management by exception
(Den Hartog et al., 1997). Contingent reward entails the clarification and specification of what is expected of
organizational members and the assessment of goals and subsequent reward for its accomplishment. Through
contingent reward, leaders build commitment to the fulfilment of ‘contracts’ with followers (Avolio et al., 1999;
Bass & Avolio, 1993). While the establishment of such contracts has been argued to hamper creativity and result
in less initiatives to address new ways of facing work (Amabile, 1996, 1998), we maintain that the impact of
contingent reward on management innovation can be positive (Elenkov & Manev, 2005). This may be the case
through, for instance, an increased sense of fairness and justice in the workplace in which unmet standards and
objectives do not go unnoticed, while success is dutifully rewarded (Podsakoff et al., 2006; Walumbwa et al.,
2008). Furthermore, active management by exception, on the other hand, involves the leader's active
involvement and intervention to monitor and rectify any divergence from an agreed standard in the follower's
work. Such involvement underscores the way in which change agents, i.e. leaders, can drive the process of
management innovation within the organization. Other research include those carried out by Wooten & James,
2008 titled Linking Crisis Management and Leadership competences whereby they concluded that executives
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who enable their organizations to recover from a crisis exhibit a complex set of competencies in crisis: signal
detection, preparation and preparation and preventing, damage control and containment, business recovery and
reflection and learning.

HO,: Leadership style has no significant relationship with the effective implementation of a Performance
Management Framework.

2.3 Conceptual Framework

The literature reviewed, especially on the Balanced Scorecard and the theory of planned behaviour, indicated the
need to include non-financial attributes to organizational performance. The study conceived employee attitudes,
organizational strategies, leadership style, and communication processes as stimulants of implementation of
performance management. The independent variables include employee attitudes and leadership style.

&
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Figure 1. Conceptual framework on impact of human resource factors on implementation of performance
management

Source: Author’s Construct (2011).

3. Materials and Methods

An explanatory design was used wherein an in depth investigation of MTRH in form of case study was
undertaken (Oso & Onen, 2008). The research targeted the population of MTRH, drawing the research subjects
on all cadres of staff. The staff population was 2,040 in number. The target population were the staffs who have
been involved in a performance management framework. In this study, the population was divided into the
different departments, specifically administration and clinical services. The study, therefore, had a sample of 510.
The researcher distributed questionnaires to 510 subjects, which is a 25% representation of the staff population at
MTRH. The number was chosen on the basis that this is a case study (Kothari, 2004). Primary data was used to
get the necessary information through structured questionnaires. Factor analysis was also carried out to test
reliability and the Cronbach Alpha was over 0.8 which was an indication that the underlying variables were
testing the latent variables. Factor analysis was carried out and a composite reliability of alpha above 0.5 with
total variance explained in most of the variables being above 70% which confirms the theory of above 50% (Heir
et al., 2006). Discriminant validity, on the other hand, is the extent to which a construct is different from others.
The validity was ensured through a measure of the promax method of rotation in factor analysis. Structural
equation modelling, which allows interpretation in the face of multicollinearity, and testing of coefficient across
and between multiple subject groups and models with multiple dependents ensured numerological validity test
was checked (Brown, 2008). The predictive validity dimension is demonstrated by the results of the hypothesis
testing.

3.1 Data Processing, Analysis and Presentation

The following subsections give some in-depth explanation, assumptions and justification of each of the method
of analysis and their application in this study. Analytical tools such as frequency distribution, percentage and
measure of central tendency were used in the study to summarise the overview and the characteristics of the
respondents. The results depicted a clearer picture and general impression of the variable (Saunders et al., 2003).
Factor analysis was also employed to describe variability among observed variable in terms of a potentially
lower number of unobserved variables called factors. Multicollinearity was tested to show if there was any
problem. A Kaiser Meyer Olkin (KMO) test, which measures sampling adequacy, (factorability of R) was also
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carried out alongside the Bartle test of sphericity, which measures the same thing as KMO in a different way.
Kline (2005) recommends a sample size of more than 100, a view supported by Heir et al. (2006.
Product-moment correlation coefficient (Pearson’s correlation coefficient) was used to establish the degree of
relationships between dependent and independent variables and as a precursor to Structural Equation Modelling.

3.2 Structural Equation Modelling and Path Analysis

SEMPATH is a family of multivariate statistical analytic tool that seeks to explain the relationship among
multiple variables (Cooper & Schindler, 2001; Heir et al., 2006; Kline, 2005). The hypotheses under study were
fourfold: employee attitude has no significant influence on implementation of performance management and
leadership style has no significant relationship with effective implementation of performance management. Each
of these objectives was analysed using structural equation modelling (SEM), which was undertaken using the
Amos Statistical Program (version 18).

Structural equation modelling was chosen in preference to the traditional regression procedure for the following
reasons. In order to accomplish the objectives of SEMPATH analysis, three fundamental steps were followed.
There is a wide disagreement among researchers on just what fit statistics to report and their level of significance.
The regression weight, also called a path coefficient (P), coefficient or a beta weight, is similar to a b or beta
coefficient in ordinary linear regression and is similarly calculated. The R square measures how much variability
in the dependent variable the predictors account for. The Root Means Square Residue (RMSR) and Root Mean
Square Error of Approximation (RMSEA) were recently developed to replace  statistic GOF index which has
been criticized for being an unstable measure (Heir et al., 20006).

4. Analysis and Findings

In this section, the study presents the results from interpreted and analyzed data which include Descriptive
analysis on questions answering the implementation of performance management, employee attitude and
leadership style. Factor analysis and reliability analysis results on dependent and independent variables were
presented and Tests on research hypotheses

4.1 Sample Characteristics

Gender distribution shows that there were more female respondents (n-267, 52.9%) as there were male (n=238,
47.1%). The current age of the respondents ranged from 20 to 50 years with a majority of them aged mid to late
thirties. The cadre of staff showed that majority fall under middle level followed by lower level and then senior
level. Most of the staff are holders of either college certificate or university graduate which in total make 83.2%
of the respondent. Majority of the staff have worked between one year to 10 years as shown the various
categories of the respondent’s biographical information were related with each other

4.2 Implementation of Performance Management

Findings indicated that implementation of performance management was above average as shown from table 1
with all practices of performance management indicting a high score which was above average. Table 1 shows
the descriptive statistics for the variables assessing implementation of performance management.

Table 1. Descriptive statistics for the variables assessing implementation of performance management

Variable (n = 505) Mean Mode S.D Skew Kurtosis
1. Customer care 3.39 4 855 -1.42 1.32
2. Quality 32 4 .896 -932 .036
3. Flexibility 3.04 3 949 -.782 -282
4. Competence 3.09 3 900 -.790 -.136
5. Skills/learning targets 2.9 3 837 -.593 -.044
6. Working relationships 2.84 3 .829 -171 -.688
7. Team contribution 3.03 3 913 -.647 -434
8. Productivity 3.13 3 .894 -.891 101
9. Align personal objectives with organizational goals 2.73 3 844 -.237 -.523
10. Achievement of objectives 2.82 3 910 -.537 -421

4.3 Descriptive Results on Employee Attitude

Vroom shows the balance between force, expectancy and valence. It is further noted that mental model or the
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unseen (attitude) in someone can move the world. Table 2 shows the descriptive statistics for the variables
conceptualized to measure employee attitude. A majority of respondents stated that they were familiar with the
mission statement, followed by the view that they know job requirements, and agree with the mission statement.
However, sizeable proportions of the respondents disagreed or have no opinion with the notions that there was an
open and comfortable work environment, training is provided and management recognized and used the skills
and abilities of their workers.

Table 2. Variables conceptualized to measure employee attitude

Variable Mean Mode S.D Skew Kurtosis
(n=505)

1. Ready access to information 3.38 4 1.32 -.523 -1.03
2. Know mission statement 2.63 4 1.25 -.82 -48
3. Agree with mission statement 3.56 4 131 -75 -.67
4. Involved in decision making 3.34 4 1.34 -45 -1.10
5. Open work environment 332 4 1.31 -39 -1.11
6. Know job requirements 3.59 4 1.29 -.76 -.67
7. Received training 3.50 4 1.32 -.60 -91
8. Training provided 333 4 1.29 -.53 -.99
9. Mgm recognizes and uses my skills 332 4 1.31 -39 -1.10
10. Treated with respect 3.33 4 1.32 -45 -1.06
11. Encouraged to develop new ways 3.39 4 1.32 -49 -.99

4.4 Descriptive Results on Leadership Style

Leadership is about influence on people you work with in a positive way. Strategy has close association with
leadership and setting strategy is one of the responsibilities of leaders. Thus performance management being one
of the strategies to be executed in the public sector then leadership style being employed is paramount.
Respondents were divided as to whether promotion is fair or whether yearly increments are pegged on
performance outcomes. However, most respondents agreed that they work with colleagues as a team, followed
by working in a conducive environment and setting with superiors’ yearly goals. However, a substantial
proportion of the respondents are likely to disagree that turnover rate in the organisation is low. Table 3 shows
the descriptive statistics for the variables measuring leadership style.

Table 3. Variables measuring leadership style

Variable Mean Mode S.D Skew Kurtosis
(n=505)

1. Turnover is low 3.07 4 1.41 -.18 -1.4

2. Excellent performers recognized 3.19 4 1.19 -.26 -1.34

3. Work in conducive environment 3.44 4 3.44 -45 -1.05

4. Team work 3.65 4 3.65 -.69 -.64

5. Set with superiors goals 3.36 4 3.36 -.25 -1.08

6. Discuss with superiors my reviews 3.25 4 3.25 =24 -1.13

7. Fair promotion 3 4 3 -.05 -1.13

8. Increment pegged on outcomes 3 2 3 .001 -1.26

4.5 Factor Analysis on Implementation of Performance Management

As discussed on section 4, the 15 underlying variables on implementation of performance management had a
determinant measure of 0.000004 (and not zero), suggesting that multicollinearity might not have been a
problem. The Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy (also called the Factorability of R)
was 0.944: above the 0.5 threshold (Field, 2005). This indicated that there appeared to be some underlying
(latent) structure among the sub variables that constituted the performance management. This conclusion was
buttressed by the significant finding of the Bartlett’s Test of Sphericity (x> = 5874.86, df= 91, p< 0.001), which
measures the same thing in a different way and this was significant at .001. All the 15 variables were initially
included in the FA. Principal components analysis was used because the primary purpose was to identify and

197



ijbm.ccsenet.org International Journal of Business and Management Vol. 11, No. 9; 2016

compute composite scores for the factors (components) underlying implementation of performance management.
Initially, three components were extracted, with the initial Eigen values showing that the first component
explained 59% of the variance, the second component 9.2% and a third component 6.8% of the variance.
However, study of the pattern matrix table showed that the variable ‘paid bonus’ showed standardized loading
larger than 1 on its component, which suggested that it might have been unspecified. Thus, it was removed from
the analysis. All the items had primary loadings (bivariate correlations between observed variables and the
components) over 0.7 and no item had a cross loading. All the variables loading on component 1 appeared to
deal with goals of performance management and was labelled as ‘goal setting’. The two variables loading on the
second component captured the aspect of time in performance management and it was named as ‘timeliness’.
The composite alpha and the one for goal setting were above the benchmark of 0.7, which showed high
reliability for the items measuring the underlying constructs. However, the alpha for timeliness although high
was less than .7, which suggested that more items measuring this construct could have been included in the
study.

Table 4. Factor loadings and communalities based on a principal components analysis with promax rotation for
14 items measuring implementation of performance management (N = 505)

Factor 1: Goal setting Factor 2: Timeliness Communality

Superiors coach me 0.89 771
Organisation operate performance management 0.888 0.778
Supervisors collect data 0.887 0.771
Consulted when targets are met 0.88 0.766
I set goal at beginning of year 0.88 0.779
Defined targets for every one 0.88 0.793
Understand aims of performance management 0.853

I have been trained 0.81 0.759
I’m recognized when I excel 0.799 0.687
Feel good when accomplish targets 0.796 0.604
Individual yearly reviews 0.738 0.584
My targets are smart 0.731 0.652
Commit most time for plan 0.809 0.588
Took short time to implement performance system 0.601 0.713
Cronbach alpha (Composite .946) 0.961 0.717

Total Variance Explained

Extraction Sums of Squared

Initial Eigen values Loadings Rotation Sums of Squared Loadingsa
Total % of Variance Cumulative % Total

1 8.588 61.346 61.346

2 1.374 9.818 71.163

4.6 Factor Analysis on Employee Attitude

Responses to the 11 items measuring employee attitude were subjected to a principal component analysis using
ones as prior communality estimates. Initially, the factorability of the 11 items was examined using several
criteria. The determinant was .00000518, suggesting that multicollinearity might not have been a problem among
the manifest variables. The KMO was 0.952 while the Bartlett’s Test of Sphericity was significant (x> = 6079.7,
df= 56, p< 0.001), indicating that there appeared to be some underlying (latent) structure among the sub
variables. The minimum bivariate correlation between any two variables was 0.655 while the highest was 0.728,
suggesting some structure among the variables and no singularity in the data. The diagonals of the anti-image
correlation matrix were all above the benchmark of 0.5, which supported the inclusion of each variable in the
factor analysis. Lastly, the communalities were all above 0.3 (Table 5), which further confirmed that each
variable shared some common variance with other variables. Principal components analysis extracted one factor
with Eigen values accounting for 71.02% of the variance (Table 5). The one factor solution was accepted
because the explained variance was very high (71%), it made a lot of theoretical logic, all the variables highly
loaded only on it, and an examination of the scree plot showed the ‘levelling off” of Eigen values after one factor.
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Since only one component was extracted, the solution could not be rotated, as it was needless. The table below
shows the factor loadings and the communalities of the variables.

Table 5. Factor loadings and communalities based on a principal components analysis with promax rotation for
11 items measuring employee attitude (N = 505)

Loadings

Factor 1: Employee attitude Communality
Management recognizes and uses my skills 903 815
Encouraged to develop new ways .894 799
Received training .893 197
Treated with respect .882 779
Know my job requirements .882 778
Agree with mission statement 862 743
Have access to information .860 740
Open work environment 859 738
Training is provided 855 730
Involved in decision making 832 .693
Familiar with mission statement 764 584
Cronbach alpha (Composite .966) 966
Component

Extraction Sums of Squared Loadings

Total % of Variance Cumulative %

1 8.19 74.512 74.512

4.7 Factor Analysis on Leadership Style

A principal component analysis was conducted on responses to eight Likert scale questions measuring leadership
style gathered from 505 participants in the study. The determinant of 0.001 suggested that multicollinearity
might not have been a problem among the manifest variables. The KMO was 0.893 while the Bartlett’s Test of
Sphericity was significant (3’ = 3742.8, df = 28, p<0.001), which indicated that the correlation matrix of the
original variables was not an identity matrix and, thus, suggesting that a factor model was appropriate. The
communalities were all above 0.6 (Table 6) while the diagonals of the anti-image correlation matrix were all
above 0.5, which indicated some underlying (latent) structure among the observed variables. Finally, bivariate
correlations among the 15 variables were all at least 0.3 which indicated some latent construct and none were
above 0.9, which indicated no singularity in the data. Principal components analysis extracted one factor with
Eigen values accounting for 71.5% of the variance (Table 6). The one factor solution was accepted because they
explained variance was very high (72%), it made a lot of theoretical logic, all the variables highly loaded only on
it, and an examination of the scree plot showed the ‘levelling off” of Eigen values after one factor. Table 6 shows
the factor loadings and the communalities of the variables.

Table 6. Factor loadings and communalities based on a principal components analysis with promax rotation for
11 items measuring leadership style (N = 505)

Loadings
Leadership Communality

Discuss with superiors my reviews .882 777
Fair promotion .868 753
Excellent performers recognized .860 .740
Work in conducive environment .857 735
Increment pegged on outcomes .856 733
Set with superior goals .856 732
Team work 798 .637
Turnover is low .786 617
Cronbach alpha (Composite .942) 942

Initial Eigen values Extraction Sums of Squared Loadings

Total % of Variance Cumulative % Total % of Variance Cumulative %

5.724 71.547 71.547 5.724 71.547 71.547
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4.8 Correlations between Variables

This study conceptualized that employee attitude and leadership could influence the implementation of
performance management. The Pearson correlation coefficient ranges from 0 (if no relationship exists) to 1 (for a
perfect relationship). All the six predictor variables in this study were significantly related (all had p< 0.001)
with the dependent constructs (goal setting and timeliness). The relationship between each independent variable
and dependent variable are all positive. This means that the variables move together in the same direction, that is,
they increase or decrease together. For example, when attitude improves, goal setting likely improves and vice
versa. The results are shown in the Table 7.

Table 7. Correlations between variables

Variable Goal Timeliness Attitude Leadership style
(n=505) setting

Goal setting r 1

Timeliness r 268" 1

Attitude r 821" 160" 1

Leadership style r 749" 257" 818" 1

r = Pearson correlation coefficient; * = correlation significant at .01 level (2-tailed).

4.9 Tests of Research Hypotheses

The hypotheses under study were four-fold: employee attitude has no significant influence on implementation of
performance management; strategies used by the management have no relationship with -effective
implementation of performance management; leadership style has no significant relationship with effective
implementation of performance management and communication channels have no significant relationship with
effective implementation of performance management. Each of these objectives was analysed using structural
equation modelling (SEM), which was undertaken using the AMOS statistical program (Version 18).

H,1: Employee Attitude has no Significant Influence on Implementation of Performance Management.

Performance management was specified as a latent endogenous variable, measured by its two indicator variables,
goal setting and timeliness. Attitude was specified as an exogenous, measured variable, since it was the only
component extracted from a set of variables measuring employee attitude in the questionnaire. However, path
analysis of the resultant diagram showed a standardized path coefficient of > 1 of the path running from the
latent (performance management implementation) to one of indicator variable (goal setting). The associated error
variance of goal setting was also negative, a non-sensical value usually called a “Heywood case” (Brown, 2008).
Heywood cases are caused by several factors, such as misspecification of the model, presence of outliers in the
data, small sample sizes with only two indicators per latent or population correlations close to 1 or zero (ibid).
The probable causes of the Heywood case, in this instance, were the too few indicators for the latent or the high
correlation between the dependent and independents. To solve this, the model was constrained by specifying a
small positive value (of 0.001) for the offending error term. Normality for the variables was checked by viewing
skewness and kurtosis values outputted by AMOS. Since, none of the variable had a skewness or kurtosis value
outside the benchmark + 2.0 (the highest value for skewness and kurtosis were -1.02 and -.872, respectively),
Maximum likelihood estimation method was used in AMOS. A key assumption of this method requires the
variables to be normally distributed. The final path diagram is shown in the figure below.

The relationship between attitude and performance management

"CF1=.992"
"NF1=.990"
"TLI=.975"
"RMSEA=.100"
"CMIN=6.083"

Figure 1. Output SEMPATH model on impact of employee attitude on implementation of performance
management framework

Source: Survey Data (2011).
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Several fit measures indicated that the overall fit of the model to the data was very good. AMOS outputs a wide
array of fit measures. There is a wide disagreement among researchers on just what fit statistics to report and
their levels of significance. This study, following many other studies, reported the model chi-square, RMSEA,
and the baseline measures (NFI, TLI, and CFI). Since the study did not involve comparing the developed model
with other models in literature, there was no need to report parsimony measures, such as parsimony normed fit
index (PNFI) and parsimony comparative fit index (PCFI) and the information theory measures, such Akaike
Information Criterion (AIC), Bayesian Information Criterion (BIC) and Browne-Cudeck Criterion (BCC). The
model chi-square, also called discrepancy function, likelihood ratio chi-square, chi-square fit index, or chi-square
goodness of fit was significant, P (CMIN) = 6.08, df = 1, p = .014, suggesting that the model’s covariance
structure may not have been similar to the observed covariance matrix. However, considering the other goodness
of fit indexes, this was discounted because the chi-square tends to be too conservative, that is, prone to Type II
error.

The RMSEA (root mean square error of approximation) evaluates the extent to which a model fails to fit the data
per degree of freedom. RMSEA for this model was 0.1 and its confidence interval was LO90 = 0.036 and HI90 =
0.183. Thus, the population RMSEA value was likely to range between the two intervals. The model likely fitted
the data well as indicated by PCLOSE (Test of Close Fit) of 0.09. PCLOSE is the p value testing the null
hypothesis that RMSEA is no greater than 0.05. Since the models p value was not significant (0.09 is > 0.05), the
null hypothesis that RMSEA was less than 0.05 was accepted, indicating good fit. Baseline comparison measures
compare the fit of a model to the independence model (the one that assumes all relationships among measured
variables are zero). These measures include normed fit index (NFI), also called the Bentler-Bennett normed fit
index, the Tucker-Lewis index (TLI) and the comparative fit index (CFI). Most of these measures range from 0
to 1. These measures should be above 0.90 to indicate good model fit. In the model, NFI, TLI and CFI were
0.990, 0.975 and 0.992, respectively, indicating that the model fitted the data well.

The table below shows the unstandardized regression weights also called structural (path) coefficients, their
standard errors (SE), critical ratios (C.R), and their p values.

Table 8. Regression weights: (group number 1-default model)

Estimate S.E. CR. P Label

PERFMGM <--- ATTITD 0.733 0.023 32252 *** par 2
GOALSTG <--- PERFMGM 1.000
TMLINES <--- PERFMGM 0.236 0.038 6230 *** par 1

The regression weight, also called a path coefficient, p coefficient or a beta weight, is similar to a b or beta
coefficient in ordinary linear regression and is similarly calculated. It also estimates the strength of the
relationship between a predictor and a criterion variable by predicting the amount of change in the dependent
variable for each one unit change in the independent variable. The table shows that both the regression
coefficients for the model are significantly different from zero beyond the 0.01 level, as indicated by the column
labelled p. A positive coefficient means that the predicted value of the dependent variable increases when the
v