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Abstract

Nowadays, as organizations advance towards development and progress, the need for
efficient labor will be more noticeable. In such circumstances, the success of organizations in
economic, cultural, social and governmental interactions is due to competence and
effectiveness of Human resources and in fact human resources are the major assistance in
achieving organizational goals and improving performance.

The purpose of this article is to explore the level of business intelligence and propose a
comprehensive model for Nir Pars Company in Tehran. This is an applied, descriptive-
correlation research, conducted by survey methodology. A collection of 400 experts and
managers of different organizational levels of Nir Pars Company were the statistical
population of the study and a batch of 225 persons were chosen by simple random sampling
as the research sample. Library method was used for data collection to form the theoretical
foundations of the research, and we used our own questionnaire to confirm or refute the
research hypotheses; which has the required reliability and validity (Cronbach's alpha
coefficient of 0.961). To explore the relationships between the elements of the Model, factor
analysis and structural equation modeling techniques were used. According to achieved
results, the level of business intelligence exceeds the allowable amount (0.78 for all
parameters of the model).

Keywords: Human resource management practices effectiveness, Selection and staffing,
Performance appraisal, compensation
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1. Introduction

New technologies are being developed at a staggering speed, so societies and market
desperately seek to find a way to ensure its survival in this disorganized and agitated arena.
Few companies do business in traditional way and to keep up with competitors one must be
completely aware of the new rules of game, so that one day he dictates his own rules. In such
circumstances, the success of organizations in economic, cultural, social and governmental
interactions is due to competence and effectiveness of human resources and in fact human
resources are the major assistance in achieving organizational goals. So only if Human
Resource Management assigns human resources effectively in the organization, it can help
the organization achieve its objectives.

In 1930, Hawthorn studies led managers and employers to pay more attention to
diverse needs of employees and since then the personnel units under titles such as staffing
department, personnel department, department of welfare, etc. played a more active role in
organizations [11]. Human resource management considers human being as a critical and
outstanding factor for the survival, growth, competition and excellence of the organization.
According to the research findings, a comprehensive human resource management system
improves organizational performance. While boosts organizations capabilities, it keeps
records, and as it’s been said it plays a fundamental role in continuous competitive advantage
[13].

Nowadays, regarding the growing importance of the human factor in organizations and
more managerial concerns about this issue, personnel department units are highly crucial and
often are working as a part of human resource management in organizations. Human
Resource Management is the use of human resources for organizations purposes and includes
activities such as staffing and recruiting, training, salaries and wages and organizational
relationships. In fact human resource management as a professional obligation in
organizations is responsible for functions and responsibilities far beyond staffing, personnel
and welfare, and that's why administrators of these departments are elected from skilled and
educated managers of organization [11].

The emergence of human resource development was a major shift from developing
human resources focusing on individual learning towards a focus on the coordination
between the HRD process, organizational strategy and goals. Due to the change in business
environment, human resources management needs to be changed as well. Considering the
necessity of responding to changes, environment forecasting and effective decision making
about the future, human resources management must change. In recent years many
researchers in the field of human resource development like Custer (2001), Garavan (1991),
Ulrich (1997) and others have recommended the need for a clear link between human
resource development and organizational goals and strategies. The future is unpredictable and
it is difficult to determine what will happen. Thus flexibility and acquiring sufficient
knowledge to respond to this kind of uncertainty is important.
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2- Theoretical Foundations
2 -1- Models of Human Resource Management

Harrell and Tezafrier introduced six groups of initiatives as the strategic and universal
initiatives in human resources. This includes recruitment, selection, compensation, employee
involvement, internal labor market and training [17]. Lussier (2005) considers human
resource management consisting of four procedures: HR planning, staffing and recruiting,
maintaining and flourishing employees [14]. Schuler and Jackson (2007) classified human
resource management initiatives in planning, staffing, assessment, compensation, training and
development [18]. Decenzo and Robbins (1998) also regarded human resource management
consisting of recruiting, development, motivation and retention of human resources [7].

For designing a conceptual research model, first we performed studies on the
effectiveness models of HRM practices like the model of human resources cycle, Wilson,
Yorks (2005) [20]; the model of human resources, Gary Dessler (2003) [8]; human resource
management model, Guest (1997) [12], the pattern of Dyer and Holder (1988) [9]; Harvard
HRM Model, Beer et al (1984)[1]; human resource management model, Fombrun , Tichy and
Devanna (1984)[10]. Then by integrating some model variables of effectiveness of HRM
practices in the above mentioned researches according to the facts of statistical population
under study, the conceptual model of research was designed.

2.2 — The effectiveness dimensions in HRM initiatives

% Training system: Training and improvement refers to planned efforts by which an
organization facilitates the learning of job-related behavior for a part of employees.
The overall objective of training is to achieve knowledge and skills which lead to
increased personal skills in one or more areas of expertise and through this, required
motivation background are provided and improved to do job properly. [15]

% Selection and staffing System: staffing and recruiting means the search and
attracting a group of people which we can select eligible candidates with desired
quality for vacations among them and accurate basis for this is a detailed description
of job requirements through job analysis.

« Performance appraisal System: Performance appraisal of employees is the process
of identifying, observing and assessing organizational performance. [5] This is the
most widely accepted definition of evaluation. [3] Casive describes performance
appraisal as the process of reviewing the strengths and weaknesses associated with the
work of a person or a group in organization. [6]

% Compensation System: Compensation refers to any kind of reward which is a sign of
gratitude for the people who get the job done. In the new approach to human resource
management, compensation is not only via salary and bonus paid to employees. Also
the quality of working life, including the indirect financial and non-financial benefits
is concerned. [16]

e
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3. Conceptual Model and Hypotheses

Hypotheses that can be derived from the conceptual model of “human resource management
practices effectiveness” are as follows:

H1: The level of human resource management practices effectiveness in terms of the
“Training system” variable in Nir Pars Company is above average.

H2: The level of human resource management practices effectiveness in terms of the
“Compensation system” variable in Nir Pars Company is above average.

H3: The level of human resource management practices effectiveness in terms of the
“Performance appraisal” variable in Nir Pars Company is above average.

H4: The level of human resource management practices effectiveness in terms of the
“selection and staffing system” variable in Nir Pars Company is above average.
The conceptual model including research hypotheses are shown in Figure 1.

Training System

Compensation System

Human

Resource
Performance Appraisal

Management
System - .-

Selection and staffing
System

Figure 1: The proposed conceptual model of the research
4 - Research Methodology

The research method of the paper is "applied" in terms of objective and "descriptive-
correlation™ in nature. To collect information about the literature review, library method
including reading books, journals, and internet searching was used and we designed our own
questionnaire to confirm or refute the research hypotheses. The research method in this paper
is field study. The statistical population of the study consists of all experts and managers of
different organizational levels in Nir Pars Company. After the identification of indicators, 225
questionnaires were distributed to a random sample of experts and executives of Nir Pars
Company, 211 completed questionnaires were returned. Finally, using Exploratory Factor
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Analysis (EFA) and Structural Equation Modeling (SEM), the proposed conceptual model of
research was analyzed. To analyze the obtained data in the quantitative section, we use
descriptive statistics methods such as mean, frequency and inferential statistics and structural
equation testing method. The aforementioned data will be analyzed using SPSS and LISREL
statistical software.

4-1- Validity and reliability of questionnaire

Cronbach's alpha was used to assess the reliability of measuring instruments. The result of
Cronbach's alpha of the 30 pre-test questionnaires was 0.961. To examine the validity of the
questionnaire, "content validity" and "structural validity" were used.

Content validity

Experts’ judgment about how the questions of a test represent content and purpose of a
program or content scope is used to determine the content validity of a test. For this purpose
and to evaluate the research questionnaire, after establishing the basic framework, viewpoints
of 16 persons (including 14 managers and experts in NIR Pars and 2 university teachers)
were presented, put to the vote and approved.

Structural validity

Structural validity of a measuring instrument represents how it measures an attribute or
structure which has the theoretical basis. Exploratory factor analysis and particularly factorial
validity index were used to assess structural validity of questionnaire. In factor analysis the
questions that were designed to evaluate an attribute or indicator should have common load
factor and these factors need to be meaningful. So, all of the research questions that were
designed using valid scientific questionnaires underwent exploratory factor analysis. Since
the confirmatory factor analysis is analyzed in terms of a measurement model, and the fitness
and validity of the model are discussed in its results, so the results of fitting measurement
model are presented in what follows.

4-2- statistical population and sample of research
The statistical population of this research consists of 400 experts and managers at various
levels of Nir Pars Company. Simple random sampling method was used. In this method

sample size is obtained using Cochran's formula [4].

_ NxZ'af2x o2
7%a/2% o?+(N—1)xe2

In this formula, 6 is the primary sample standard deviation for the entire questionnaire, € is
the amount of allowable error, Z=0.05 is the unit normal variable corresponding to
confidence level of 95%; (Z,,=1.96) and statistical population N is 400.
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Given that the statistical population of this research is 400, according to Morgan table (1969)
the desired sample size is 196. And Given that estimated standard deviation of the pilot
sample (n=30) equals 0.57058; and the other hand, due to the size of staff population based
on Cochran's formula, sample size is at least 225 questionnaire. In this regard, 225 randomly
selected questionnaires were distributed in the statistical population. Finally, after three stages
of follow-ups (face to face, phone and email) 217 questionnaires were returned, which only
211 of them were completed.

5- Research results
5-1- Data Analysis

Inferential statistical techniques, especially exploratory factor analysis and confirmatory
factor analysis were used for data analysis. First a set of 33 items related to "human resource
management practices effectiveness” are factored using factor analysis. These outputs can be
used for confirmatory factor analysis. In fact during the exploratory factor analysis, items are
classified by the appropriate style. Then this factorization during the confirmatory factor
analysis can be approved or rejected in structural equation modeling technique. The
exploratory factor analysis was done by SPSS 19 and the confirmatory factor analysis by
LISREL 8.8. The outputs of exploratory factor analysis and structural equation modeling will
be presented.

5-2- Data Analysis Using factor analysis

Factor analysis tries to identify the underlying variables or factors to explain the pattern of
correlations between observed variables. Factor analysis can be divided into two types of
Exploratory and confirmatory categories. To perform a factor analysis the following four
major steps are essential: 1- Forming a matrix of correlation coefficients from all the
variables used in the analysis and estimation of subscription, 2- Extracting factors from
correlation matrix, 3-Factor selection and rotation, 4- Analyzing the results [19].

After a factor analysis of 33 item questionnaire, based on data collected from 211
questionnaires, the KMO test index is 0.952, which is greater than 0.6 and indicates the
adequacy of sample size. Also given that the sig value of Bartlett test is smaller than 5%.

As shown in Table 1 in this case factors 1 through 4 have Eigen values greater than 1
and remained in the analysis. In fact, the table suggests that the questionnaire, together with 4
factors and total explained variance higher than 72.32%, could assess the "human resource
management practices effectiveness”. This shows the appropriate construct validity of the
questions.
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Table 1: The Total Variance Explained of “Human Resource Management Practices
Effectiveness”

Dimensions of .. . Extraction Sums of Rotation Sums of
Initial Eigen values i .
Human Squared Loadings Squared Loadings
Resource
%o of . %o of . % of .
Management . |Cumulati . |Cumulati . |Cumulati
. Total |Varianc Total |Varianc Total{Varianc
Practices ve % ve % ve %
j e e e

Effectiveness

Selection and

. 18.126| 54.927 | 54.927 |18.126| 54.927 | 54.927 |6.966| 21.108 | 21.108
staffing (SS)

Performance

: 2.739 | 8.299 | 63.226 |2.739| 8.299 | 63.226 |6.516| 19.745 | 40.853
appraisal(PA)

Training (TR) | 1.795 | 5.438 | 68.665 | 1.795| 5.438 | 68.665 [5.316| 16.109 | 56.962

Compensation

(COM) 1.208 | 3.659 | 72.324 [1.208 | 3.659 | 72.324 |5.069| 15.362 | 72.324

Extraction Method: Principal Component Analysis.

According to Table (1), the first factor, i.e. “selection and staffing system” explains 21.1%;
the second factor, “performance appraisal” about 19.74%; the third factor, “training” about
16.1%; and the fourth factor “compensation” about 15.36% variance of "human resource
management practices effectiveness”, which actually indicates the importance of factors in
formation of the "human resource management practices effectiveness" structure. The rotated
factor matrix of these fields will be presented which indicates what questions and at what
factor load are related to these factors. Table (2) represents factorial rotation matrix.
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Table 2: Rotated component matrix ®of “Human Resource Management Practices

Effectiveness”

component
variables Selection and - Performance | Compensation
staffing (SS) Training (TR) appraisal(PA) (COM)
TR1 345 702 252 189
TR2 213 713 245 285
TR3 276 768 155 272
TR4 246 .668 421 216
TR5 194 704 276 241
TR6 229 690 361 258
TR7 292 713 184 258
TRS 303 678 336 244
TR9 259 692 346 237
SS1 695 160 353 241
SS2 641 240 379 298
SS3 582 338 414 250
SS4 702 275 151 127
SS5 7134 142 165 .093
SS6 .699 201 305 236
SS7 658 247 317 .085
SS8 .855 207 129 104
SS9 810 218 164 165
SS10 828 240 .035 175
PAl 377 228 677 272
PA2 325 367 671 337
PA3 283 301 .632 306
PA4 259 422 708 230
PAS 229 355 671 282
PAG S17 279 526 223
PA7 295 449 674 169
PAS 219 463 .657 322
CcoM1 205 224 139 790
COM2 148 323 266 741
COM3 184 162 169 .860
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COM4 122 331 298 711
COM5 242 262 175 749
COM6 224 290 356 764

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 4 iterations.

According to Table 2, we can come to the conclusion that the factors affecting "human
resource management practices effectiveness” are classified in 4 groups which examine
"human resource management practices effectiveness™ considering "total converted variance"
of 72.324%.

5-3- Data Analysis by Structural Equation Modeling

To examine the causal relationships between variables in a coherent form, lots of efforts have
been made in the past decade. One of the promising methods in this field is structural
equation modeling or multivariate analysis with latent variables. This method is also known
as the causal model and Covariance structure analysis by Bentler in 1980.Through this
method; one can test the acceptability of theoretical models in particular populations using
correlation, non-experimental and experimental data.

Structural equation modeling is a very wide and powerful multivariate analysis
technique from the multiple regressions category that allows the researcher to examine a
series of regression equations simultaneously. This method is a comprehensive statistical
approach for testing hypotheses about the relationships between observed and latent variables
[2]. When the data obtained from the sample changes to covariance or correlation matrix and
is defined by a set of regression equations, then the model can be analyzed using the relevant
software’s and test its fit for the population from which sample was extracted. This analysis
provides estimations of the model parameters (path coefficients and error terms) and some
indicators for goodness of fit. Parameter estimates and information about goodness of fit can
be used for testing possible changes in the model and re-examining the theoretical model
[19].
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Figure 2: Standardized Solutions Model for “Human Resource Management Practices
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Effectiveness”

Figure (2) indicates that to what extents each of these factors explain the "human resource
management practices effectiveness (HRMPE)" in the final model. The priority of these
factors is as follows:

1. Performance appraisal (PA) with 0.95 path factor,

2. Training (TR) with 0.91 path factor,

3. Selection and staffing (SS) and Compensation (COM) both with 0.78 path factor.
Also, based on figure (2), the following results for each aspect were obtained:

= The most important indicators in “Training” are "Proper planning and implementation of
training courses” (with TR4 code), "Evaluating the Effectiveness of Training™" (with TR6
code), "organization orientation toward empowerment and organizational learning™ (with
TR8 code) and “integration between the Human Resource Management strategies in the
field of education system with other human resource management strategies” (with TR9
code) which all have a correlation coefficient of 84%.
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= The most important indicators in “Selection and staffing (SS)” are "existence of equal
opportunities for selection and staffing™ (with SS8 code and) a correlation coefficient of
84% and " Following Meritocracy"(with SS9 code) with correlation coefficient of 83%.

= The most important indicators in “Performance Appraisal (PA)” are "Using objective and
subjective criteria in Performance appraisal™ (with PA4 code) and "integration between
the Human Resource Management strategies in the field of Performance appraisal system
with other human resource management strategies” (with PA8 code) with correlation
coefficient of 87%.

* Finally the most important indicators in “Compensation (COM)” are “integration between
the Human Resource Management strategies in the field of Compensation with other
human resource management strategies” (with COM6 code) with correlation coefficient
of 93% and “existence of a performance-based payment” (with COM2 code) with
correlation coefficient of 86%.

Figure (3) shows the model of meaningful number of "human resource management practices
effectiveness"”.

Figure 3: T-Values for “Human Resource Management Practices Effectiveness”
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Indices of Model fitness indicate that the model is in a good condition considering
appropriateness and fitness indices; because the ratio of chi-square to its degrees of freedom
equals to 2.8079 which is less than allowed amount of 3 and the mean squared error is equal
to 0.093, which is less than allowed amount of 0.1. So it does not need to be modified. P-
value is also less than 0.05. Optimum value of goodness of the fit indicator and its modified
must be more than 90% so that goodness of the fit indicator in this model is 0.91 and its
modified amount is equal to 0.85 which are appropriate.

6 - Conclusion and Recommendations

The purpose of this study is analyzing human resource management practices effectiveness
and presenting a comprehensive model for Nir Pars Company of Tehran. Operational aspects
of "human resource management practices effectiveness"” are comprised of 33 items and four
factors of "Organizational skills, business skills, IT skills, intellectual relationship skills,
analytical skills and intellectual skills of competencies”. Based on the conducted literature
review and identification of its variables, four factors had the most important roles in "human
resource management practices effectiveness”. According to the analysis of results of SPSS
and LISREL; the priority of the variables are “Selection and Staffing, Performance appraisal,
Training and Compensation” respectively.

As shown in Figure 3, all significance numbers related to main aspects of the model are
statistically significant; because their significance number is greater than 1.96. Consequently,
the relevant hypothesis is approved. “Training” factor with the significance number (12.59),
“Selecting and staffing” factor with the significance number (10.8), “Performance Appraisal”
factor with significance number (13.27) and “Compensation” factor with significance number
(10.23) have a positive and meaningful relation with "human resource management practices
effectiveness".

In this research, based on the results of standard estimation model, practical suggestions
for improving the "human resource management practices effectiveness™ are applicable to Nir
Pars Company:

1. To promote the level of "Training"”, proper planning and implementing training courses
could be implemented and for improving this level, holding appropriate and job-oriented
training courses is offered. According to the variety of training needs of employees,
coordination of information with issues rose in training courses and pleasant and fun
training courses in order to provoke motivation and attention is offered. It is also possible
to consider the evaluation of effectiveness of teaching at different levels of the
organization. By orienting towards empowerment and organizational learning,
Organizations can improve level of training and by creating coherence between human
resource management strategies in the field of education system with other strategies of
human resource management improve the "human resource management practices
effectiveness”.

2. To promote the "Selection and Staffing" organizations can provide equal opportunities for
selection and staffing and with respecting meritocracy at different levels of organizations
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"Selection and Staffing” could be enhanced. It is also possible to form recruiting
committee and prepare guidelines for required conditions for specified vacations. By
recruiting personnel in accordance with the terms specified by committee and by using
experienced executives and experts for holding interviews and recruiting improves the
"Selection and Staffing” and consequently promote "human resource management
practices effectiveness".

3. In order to improve the "Performance Appraisal” in organizations setting objective and
subjective criteria of Performance Appraisal, creating performance-based payment system,
assessing the employee abilities and providing behavioral and performance records may
lead to improvements in "human resource management practices effectiveness".

4. To improve “Compensation” organizations may create coherence between human resource
management strategies in the field of compensation with other strategies of human resource
management, the use of performance-based payment system, sharing employees in
organizations’ profits, using motivational factors and considering motivational dimensions
and job security for the employees improve "Compensation” and consequently "human
resource management practices effectiveness".
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