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ABSTRACT 

 Changing business environment in knowledge economy has made adoption 

of human resource management (HRM) imperative to gain competitive 

advantage. The impact of HRM practices on perceived performance of 

employees has been extensively studied in the recent past. These studies have 

found a positive association between HRM practices and firms’ performance 

(Becker & Huselid, 1998; Chang & Kuo, 2004; Jarventaus, 2007; Rizov & 

Croucher, 2008; Sang, 2005). Most of these studies have been undertaken in the 

United States, and Europe (Boseli et al., 2001; Hoque, 1999) and Asia 

(Bjo¨rkman, I. and Xiucheng, 2002; Kundu & Malhan, 2007; Ngo et al., 1998).  

 The basic objective of this study is to measure the impact of three HR 

practices which are compensation practices, promotion practices and 

performance evaluation practices on perceived employee performance among 

teachers of higher education fraternity. 
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 The performance of employee possibly rely on their skills, knowledge and 

competencies but most important, on their level of motivation toward jobs. 

Employees having great skills and competencies and high level of motivation are 

likely to perform healthy (Carl F. Fey et al. 1999). Compensation is the 

fundamental of an effective management strategy which helps to enable  uniform 

reward system associated to organization and individual performance to enhance 

employee motivation, & retention and to increase outcomes and productivity of 

the employees (Ahmad Jamal Tahir et al., ). Ruth Wageman and George Baker 

(1997) argued that reward and performance are interdependent and if 

compensation system not design well it can affect performance. Michael C. 

Jensen and Kevin J. Murphy (1989) focus on pay for performance so they 

argued that performance should be assess before as well after compensation 

expense. A research conducted by Simon Burgess et al. (2001) argues that 

monetary rewards proposed pay for performance have positive impact on 

employee’s performance and also have impact in recruitment and retention of 

capable employee’s. There is, says Dulewicz (1989), "... a basic human tendency 

to make judgments about those one is working with, as well as about oneself." 

Performance Evaluation, it seems, is both inevitable and universal. In the 

absence of a carefully structured system of evaluation, people will tend to judge 

the work performance of others, including subordinates, naturally, informally 

and arbitrarily.  

 The human inclination to judge can create serious motivational, ethical and 

legal problems in the workplace. Without a structured appraisal system, there is 

little chance of ensuring that the judgements made will be lawful, fair, defensible 

and accurate. 

 Performance Evaluation systems began as simple methods of income 

justification. That is, Performance Evaluation was used to decide whether or not 

the salary or wage of an individual employee was justified. 
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INTRODUCTION  

 A number of researchers have reported that HR practices are positively 

linked with organizational and employee performance (e.g. Guest, 2002; Harley, 

2002; Gould-Williams, 2003; Park et al., 2003; Wright et al., 2003; Tessema and 

Soeters, 2006). The focus and thrust of these studies have been towards 

developed countries. Little research has been done to test the HR-performance 

link in developing countries like Gujarat. Aycan et al. (2000) termed India as 

‘under-researched’ country in the field of HRM practices. 

 The present study is an attempt to test the relationship between HR practices 

and employee performance in a developing countries among university teachers. 

India is one of the countries where literacy rate is very low. Apart from other 

factors teacher performance can be considered a major reason for low literary 

rate. So far none of the Gujarat state’s universities is ranked among top 

universities of the world. Government of Gujarat is also emphasizing the growth 

and development of university teachers with various initiatives. In this situation 

it is important to find out the determinants which can enhance the teachers’ 

performance in Gujarat universities. The objective of this research is to facilitate 

the decision makers in universities across Gujarat to follow the HR practices 

which can improve the performance of University teachers The present study 

could be helpful to human resource managers of  private sector universities in 

Gujarat for formulation and development of HR practices that will ensure high 

level of teachers’ performance resulting in increased achievement and learning 

among students.   
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LITERATURE REVIEW 

HR Practices  

  There are number of HR practices that could be tested in connection with 

employee performance. Teseema & Soeters (2006) have studied eight HR 

practices and their relationship with perceived employee performance. These 

eight practices include recruitment and selection practices, placement practices, 

training practices, compensation practices, employee performance evaluation 

practices, promotion practices, grievance procedure and pension or social 

security. Huselid (1995) used eleven HRM practices in his study which are 

personnel selection, performance appraisal, incentive compensation, job design, 

grievance procedures, information sharing, attitude assessment, labor 

management participation, recruitment efforts, employee training and promotion 

criteria. This study examines the relationship between three HR practices i.e. 

compensation, promotion and performance evaluation and perceived employee 

performance. India is a developing country with very low per capita income and 

above three practices which have a relatively direct impact on financial earnings 

and social status of an individual may be considered the major determinants of 

employee’s performance. This is the reason these practices have been selected 

for this study. 

 Compensation of employees (CE) is a statistical term used in national 

accounts, balance of payments statistics and sometimes in corporate accounts as 

well. It refers basically to the total gross (pre-tax) wages paid by employers to 

employees for work done in an accounting period, such as a quarter or a year. 

 However, in reality, the aggregate includes more than just gross wages, at 

least in national accounts and balance of payments statistics. The reason is that 

in these accounts, CE is defined as "the total remuneration, in cash or in kind, 

payable by an enterprise to an employee in return for work done by the latter 
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during the accounting period". It represents effectively a total labour cost to an 

employer, paid from the gross revenues or the capital of an enterprise. 

 Compensation of employees is accounted for on an accrual basis; i.e., it is 

measured by the value of the remuneration in cash or in kind which an employee 

becomes entitled to receive from an employer in respect of work done, during 

the relevant accounting period - whether paid in advance, simultaneously, or in 

arrears of the work itself. This contrasts with other inputs to production, which 

are to be valued at the point when they are actually used. 

 For statistical purposes, the relationship of employer to employee exists, 

when there is an agreement, formal or informal, between an enterprise and a 

person, normally entered into voluntarily by both parties, whereby the person 

works for the enterprise, in return for remuneration in cash or in kind. The 

remuneration is normally based on either the time spent at work, or some other 

objective indicator of the amount of work done. 

 In different countries, what is actually included and excluded in CE may 

differ somewhat. The reason is that the way in which workers are compensated 

for their labour may be somewhat different in different types of economies. For 

example, in some countries workers get substantial payments "in kind", in others 

they don't. Systems of social insurance also differ between countries, and some 

countries have little social insurance. One has to keep this in mind when 

comparing CE magnitudes for different countries. 

 A compensation system has to be aligned to the mission, vision, business 

strategy and organizational structure of a company to design the compensation 

plan in an efficient way to can achieve the goals. A general compensation plan 

consists of three components: a base compensation, rewarding incentives, and 

indirect compensation in form of benefits. 

PROMOTION PRACTICES: 



 “Impact of HR Practices on Perceived Performance of  
University Teachers in Gujarat State” 

53

 A promotion is the advancement of an employee's rank or position in an 

organizational hierarchy system. Promotion may be an employee's reward for 

good performance i.e. positive appraisal. Before a company promotes an 

employee to a particular position it ensures that the person is able to handle the 

added responsibilities by screening the employee with interviews and tests and 

giving them training or on-the-job experience. A promotion can involve 

advancement in terms of designation, salary and benefits, and in some 

organizations the type of job activities may change a great deal. The opposite of 

a promotion is a demotion. 

 A promotion can involve advancement in terms of designation, salary and 

benefits, and in some organizations the type of job activities may change a great 

deal. In many companies and public service organizations, more senior positions 

have a different title: an analyst who is promoted becomes a "principal analyst"; 

an economist becomes a "senior economist"; or an associate professor becomes a 

"full professor". The amount of salary increase associated with a promotion 

varies a great deal between industries and sectors, and depending on the what 

parts of the hierarchical ladder an employee is moving between. In some 

industries or sectors, there may be only a modest increase in salary for a 

promotions; in other fields, a promotion may substantially increase an 

employee's salary. 

 The same is true with benefits and other privileges; in some industries, the 

promotion only changes the title and salary, and there are no additional benefits 

or privileges (beyond the psycho-social benefits that may accrue to the 

individual). In some not-for-profit organizations, the values of the organization 

or the tightness of funding may result in there being only modest salary increases 

associated with a promotion. In other industries, especially in private sector 

companies, a promotion to senior management may carry a number of benefits, 

such as stock options, a reserved parking space, a corner office with a secretary, 

and bonus pay for good performance. 



Mr. Nirav R Joshi, Mr. Nikita M Patel, Mr. Yashpal Jadeja, Mr. Romy Sebasian and Mr. 

Nupur Sharma 

54

 The degree to which job activities change varies between industries and 

sectors. In some fields, even after an employee is promoted, they continue to do 

similar work. For example, a policy analyst in the federal government who is 

promoted to the post of senior policy analyst will continue to do similar tasks 

such as writing briefing notes and carrying out policy research. The differences 

may be in the complexity of the files that the individual is assigned to or in the 

sensitivity of the issues that they are asked to deal with. 

 In other fields, when an employee is promoted, their work changes 

substantially. For example, whereas a staff engineer in a civil engineering firm 

will spend their time doing engineering inspections and working with blueprints, 

a senior engineer may spend most of their day in meetings with senior managers 

and reading financial reports. In symphony orchestras, when a musician such as 

a violinist is promoted to the position of concertmaster, their duties change 

substantially. As a violin player, the individual played the music as part of the 

violin section. As a concertmaster, the individual plays solo parts, decides on the 

bowings and interpretation of the music, and leads the violins during 

performances. 

 Different organizations grant the hiring and promoting managers different 

levels of discretion to award promotions. In some parts of the private sector, the 

senior management has a very high level of discretion to award promotions, and 

they can promote employees without going through much procedures or 

formalities such as testing, screening, and interviewing. In the public sector and 

in academia, there are usually many more checks and balances in place to 

prevent favoritism or bias. In many Western public service bodies, when a 

manager wants to promote an employee, they must follow a number of steps, 

such as advertising the position, accepting applications from qualified 

candidates, screening and interviewing candidates, and then documenting why 

they chose a particular candidate. In academia, a similar approach is used, with 
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the added safeguard of including several layers of committee review of the 

proposed promotion using committees which include members of other faculty 

and experts from other universities. 

PERFORMANCE EVALUATION PRACTICES 

 Employee performance evaluation forms an integral part of every firm's 

management policies. Here is some information about the factors that form 

crucial part of an employee performance evaluation. Read on to know more. 

 Monitoring organizational efficiency and getting insights about further 

growth and improvement possibilities are some of the keys to impart stability 

and competence to firms. Since employees are assets of any firm, they have to 

be aware about the immense value of employee performance evaluation. The 

report card of an employee reflects what he has done as an individual and in 

teams that has resulted in the success of the firm. Employee performance 

evaluation is not a very easy task for managers as they have to consider many 

parameters while evaluating various work areas of employees.  

Nonetheless, employee performance evaluation is necessary for developing and 

implementing improvement plans for achieving long term business profits. Since 

cut throat competition is an integral part of today's business competition, 

perform or perish is supposedly the new age mantra for working professionals. 

Inevitably, performance evaluation helps firms to give performance appraisals 

that are another significant aspect of employee performance evaluation. Here is 

some information about various facets of employee performance evaluation. 

Employee Performance Evaluation Methods 

 'How to evaluate employee performance' is a question that concerns many 

managers and recruiters in the firms. Generally, there are various methods for 

performance evaluation. A few of them are discussed here. 
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Ranking 

 In the ranking method, employee performance is analyzed by ranking 

employees from worst performers to best performers. Based on the performance, 

employee graphs are drawn and top performers are always on the top of chart, 

while worst performers are down the graph. This method is generally regarded 

negative as worst performers may feel demotivated to work. Besides that, rivalry 

among employees may trigger negative work environment and sometimes cause 

unhealthy competition. Read more on key performance indicators. 

Rating 

 In this method, employees are rated based on their traits that may include 

attitude towards work, punctuality, quantity and quality of work and team 

participation. The objective of this evaluation method is to foster employee 

motivation. One disadvantage of this employee performance evaluation criteria 

is that there is no well defined evaluation scale for every trait and it may differ 

from one person to other. 

Objective 

 This is by far, one of the most transparent and objective based employee 

performance evaluating methods. In this method, employees have to submit 

frequent reports about their targets. The employer sets specific targets for every 

employee and achieving or exceeding those targets is counted as a measure of 

performance. This method is popularly known as Management by Objectives 

(MBO). In this method, sometimes it may happen that in the quest to outperform 

another employee, a non cooperative work environment may be created in the 

work place. However, being objective oriented, this method certainly works 

better than others.  
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Multi-source Feedback 

 Multi-source feedback is an interesting employee performance evaluating 

method as in this process, the HR manager and employees give written feedback 

about the performance of an employee. Either they are asked to write a page or 

two defining the qualities and work of the employee or they are given certain 

options to evaluate the employee performance. This way of feedback is 

generally quite insightful for the management team as sometimes it can bring 

various flaws and limitations of work in the organization. 

Research Methodology 

Questionnaire 

 The questionnaire was based on questionnaire used by Teseema & Soeters 

(2006) for measuring impact of various HR practices on employee performance. 

The reason for selecting this questionnaire is that it was used to study the impact 

of same variables as in present study and was well tested on reliability and 

validity scales. Questionnaire that was administered consisted of three HR 

practices which are Compensation Practices (6 items), Promotion Practices  

(4 items) and Performance Evaluation Practices (6 items) and Perceived 

Employee Performance (4 items).  The questionnaire was well tested by 

researchers on internal consistency and other measures. According to Teseema 

& Soeters (2006) alphas for Compensation Practices, Promotion Practices and 

Performance Evaluation Practices and Perceived Employee Performance are  

.82, .74, .73 and .74 respectively. All alphas range between .73 and .82 which is 

acceptable. The response was required on five point Lickert scales (endpoints:  

1 = Strongly disagree, 5 = Strongly agree).   



Mr. Nirav R Joshi, Mr. Nikita M Patel, Mr. Yashpal Jadeja, Mr. Romy Sebasian and Mr. 

Nupur Sharma 

58

Respondents  

 The participants included full time university teachers from  leading 

universities of Gujarat rate as 80% and a sufficient sample size was collected for 

analysis of results.    

Research procedure 

 Data was acquired through personally administered questionnaire through e 

mail. 

Statistical Methods  

i. Demographics frequency table: Demographics are shown in a demographics 

frequency table (see Table 1). 

ii. Correlation Matrix:  Correlation matrix was used to verify existence of 

relationship between the independent variables i.e. Compensation Practices, 

Promotion Practices and Performance Evaluation Practices and the 

dependent variable Perceived Employee Performance. 

FINDINGS   

Table 1: Demographics n = 72       Description     Frequency          %age 

Gender Male 56 78 

Female 16 22 

Designation Lecturer 51 71 

Assistant Professor 17 24 

Associate Professor 0 0 

Professor 4 6 

Qualification  

 

 

Bachelors 4 6 

Masters 48 67 

MS/M. Phil 15 7 
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PhD 5 21 

Organization Tenure Less than 1 year  16 22% 

1-4 years 33 46% 

5-10 years 17 24% 

More than 10 years 5 7% 

 

 The demographics are not used in the present study to find out their 

relationship with employee performance. The objective of Table 1 is to show 

composition of respondents to have a better understanding about their response 

and results for present study. Majority of the respondents are male and majority 

have less than 10 years tenure in their respective organizations. Majority of the 

respondents hold a masters degree which at present is the minimum requirement 

to become a university teacher.  

Correlations matrix  

 EP CP PEP PP 

EP Pearson Correlation 1 .279* .386**  .304**  

Sig. (2-tailed)  .018 .001 .009 

N 72 72 72 72 

CP Pearson Correlation .279* 1 .491**  .566**  

Sig. (2-tailed) .018  .000 .000 

N 72 72 72 72 

PEP Pearson Correlation .386**  .491**  1 .523**  

Sig. (2-tailed) .001 .000  .000 

N 72 72 72 72 

PP Pearson Correlation .304**  .566**  .523**  1 

Sig. (2-tailed) .009 .000 .000  

N 72 72 72 72 

*. Correlation is significant at the 0.05 level (2-tailed). 
**. Correlation is significant at the 0.01 level (2-tailed). 
**p < 0.01 , n =72,  EP= Employee Performance, CP= Compensation Practices, PP= Promotion 
Practices, PEP= Performance Evaluation Practices 
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Compensation Practices  

 Frye (2004) examined the relationship between equity based compensation 

and firm performance and found positive relationship between the two. He 

argued that for human capital intensive firms compensation plays a crucial role 

in ‘attracting and retaining highly skilled employees’. As universities are human 

capital intensive organizations, compensation practices of a university can be of 

great help in hiring and keeping hold of highly skilled and competent teachers.  

 Incentive pay plans positively and substantially affect performance of 

workers if combined with innovative work practices like ‘flexible job design, 

employee participation in problem-solving teams, training to provide workers 

with multiple skills, extensive screening and communication and employment 

security’ (Ichniowski et al., 1997). High performance work practices (including 

compensation) have a statistically significant relationship with employee 

outcomes and corporate financial performance (Huselid, 1995). Significantly 

positive correlation has been reported between compensation practices and 

perceived employee performance by Teseema & Soeters (2006). On the basis of 

above mentioned literature and arguments it can be safely assumed that 

compensation practices are correlated with the performance of employees. 

However the relationship needs to be tested in university teachers of Gujarat.   

Hypothesis Testing 

H1:  Compensation practices are significantly and positively related with 

perceived performance of university teachers in Gujarat.  

Promotion Practices    

 Financially successful companies like HP (Hewlett-Packard) ‘promote and 

develop from within’ (Truss, 2001). Teseema & Soeters (2006) found 

significantly positive correlation between promotion practices and perceived 

employee performance, however HR outcomes was used as mediating variable. 
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HR practices including ‘vacancies filled from within’ have been found positively 

correlated with work satisfaction and life satisfaction with values 0.24 

(P=<0.001) and 0.15 (P=<0.001) respectively (Guest, 2002). Synergetic systems 

of HR practices (including merit promotion decisions) lead to higher 

performance of an organization (Park et al., 2003). On the basis of above 

mentioned literature and arguments it can be safely assumed that promotion 

practices are correlated with the performance of employees. However the 

relationship needs to be tested in university teachers of Gujarat.   

H2: Promotion practices are significantly and positively related with perceived 

performance of university teachers in Gujarat.  

Performance Evaluation Practices    

 ‘Performance appraisal represents, in part, a formalized process of worker 

monitoring and is intended to be a management tool to improve the performance 

and productivity of workers’ (Brown and Heywood, 2005). Employee 

commitment and productivity can be improved with performance appraisal 

systems (Brown and Benson, 2003). Appropriate explanation and supervision of 

performance lead to higher job satisfaction and professional commitment 

amongst teachers. This is also true when performance appraisal is low. 

Commitment to teaching is a function of teacher’s attitude towards performance 

appraisal system. (Rahman, 2006). Possibility of performance appraisal is 

enhanced by complementary human resource management practices like formal 

training and incentive pay and performance appraisal leads to greater influence 

of productivity (Brown and Heywood, 2005). On the basis of above mentioned 

literature and arguments it can be safely assumed that performance evaluation 

practices are correlated with the performance of employees. However the 

relationship needs to be tested in university teachers of Gujarat.  

H3:    Performance evaluation practices are significantly and positively related 

with perceived performance of university teachers in Gujarat. 
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DISCUSSION   

 The correlation matrix indicates that Compensation Practices are not 

strongly correlated with teachers’ performance in Gujarat’s universities 

(0.28(**), **.p<.01) which is less supported by Teseema & Soeters (2006) who 

found value (0.38(**), **.p<.01). These results indicate that teachers’ 

performance in the Gujarat universities is not greatly affected by Compensation 

Practices. Similarly the Promotion Practices are also significantly correlated 

with teachers performance in Gujarat’s universities (0.30(**), **.p<.01). 

Teseema & Soeters (2006) found value (0.48(**), **.p<.01 which supports the 

findings of this study. Promotion not only offers a position with more status and 

power but also the teachers feel more motivated as promotion provided them a 

chance for professional development as well. On the other hand promotion also 

means more financial benefits. Hence the teachers’ performance is greatly 

affected by the promotion practices of Gujarat Universities.   

 The relationship between Performance Evaluation Practices and teachers’ 

performance is quite good in Gujarat’s university (0.39). These findings are also 

supported by Teseema & Soeters(2006) . 

CONCLUSION  

 This study has a number of implications for Gujarat’s universities. Firstly 

the strong correlation between Performance Evaluation Practices and teachers’ 

performance needs prompt attention. If effective performance evaluation 

practices exist in the universities than it would be easy to gain desired output 

from the teachers. The public sector universities need to change the typical 

confidential reporting system. The time period for evaluation should be reduced 

from one year to six months and results should be communicated to teachers so 

that they can improve their performance. The evaluation system should be 

devised in such a manner that it is linked with promotion and compensation so 

that teachers consider it important.  As far Compensation Practices are 
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concerned they have less direct impact on teachers’ performance in Gujarat‘s 

universities as compared with performance evaluation system. Currently The 

Higher Education Commission in Gujarat has announced attractive salary 

package for university teachers which is a very positive step to enhance 

teachers’ performance. The rest of the universities should pay special attention 

towards this most important aspect of HR to enhance teachers’ performance. 

Promotion practices not only help teachers to grow in organizational hierarchy 

but also serve as mode for professional development. Since this study proves 

relationship of  promotion practices with teachers’  performance, it is up to the 

government and the universities to devise career development programs for 

teachers which should allow them to grow in their careers as well as there should 

be opportunities to grow professionally. 
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