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Abstract: Effective human resource business processes are instrumental in helping achieve organizational
objectives and enhance productivity. Firm performance is positively impacted by the presence of human resource
practices which tend to create a significant contribution on organizational competencies, and this in turn becomes
a great boost further enhancing innovativeness. To compete effectively, organizations must constantly improve
their performance by designing human resource management processes to diagnose a firm’s strategic human
resource needs. The study sought to determine the influence of human resource business processes (selective
resourcing, teams and decentralization, extensive training, sharing of information, incentives) on the performance
of Kenya’s manufacturing sector. The study adopted a cross sectional survey research design and the target
population was the manufacturing sector in Kenya. Data was collected using questionnaires and interviews and
analyzed using SPSS and Microsoft Excel. Inferential data analysis was carried out by the use of factor analysis,
correlation analysis and multiple regression analysis. The findings indicated that performance was positively
influenced by selective resourcing, extensive training, sharing information and incentives. Correlation analysis
results revealed that the use of teams and decentralization had a strong and positive association with performance.
Based on the results of this study, it could, therefore, be concluded that human resource business processes
significantly influenced performance of the manufacturing sector in Kenya. The study recommends that
organizations should focus on the use of human resource business processes as its involvement is necessary to
ensure that human resources support its mission.

Keywords: Human resource business processes, Resourcing, Teams and decentralization, Training, Sharing
information, Incentives.

I. INTRODUCTION

Human resource management (HRM) is a planned approach to managing people effectively for performance. It aims to
establish a more open, flexible and caring management style so that staff will be motivated, developed and managed in a
way that they can give of their best to support departments’ missions( Armstrong,2009). Effective human resource
business  processes are instrumental in helping achieve organizational objectives and enhance productivity. Human
resource management entails the processes, practices, systems and procedures implemented to attract, acquire, develop
and manage human resources (HR) to achieve the goals of an organization. Effective human resource management is
based on strong, simple and effective modern human resources processes which are measured and constantly monitored as
an organization identifies the gaps in the processes and brings the real improvements for the benefit of the organization.

Firm performance is positively impacted by the presence of HRM practices which tend to create a significant contribution
on organizational competencies, and this in turn becomes a great boost for further enhancing innovativeness (Noe et
al.2003 ; Youndt et al. 2004). According to Horngren (2000) and Anantharaman (2003), organizations link the
maximization of performance with HRM practices. As a result of intensive competition, shorter product life cycles,
volatile product and market environments, firms constantly search for newer sources of competitive advantage, one of the
most important being HRM, that has the potential to improve and determine an organization’s fate ( Kelliher &
Perrett,2001).
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The manufacturing sector in Kenya contributes about 10% of GDP. In addition, the sector contributes 14% to wage
employment in food processing, beverages, textile, garments, wood processing, furniture and fabricated metal. According
to the Productivity Policy report (2010), the sector’s contribution has stagnated at 10-12% for the last decade. According
to Armstrong and Baron (2004), the practices of HRM are concerned with how people are employed and managed in
organizations so as to achieve competitive advantage through the strategic deployment of a highly committed and capable
workforce. Effective HRM strategy systematically organizes all individual HRM measures to directly influence employee
attitude and behavior in a way that leads business to achieve its competitive strategy (Huang, 2001).

Il. RESEARCH PROBLEM

According to Kenya Economic Development report (2004), corporate organizations in Kenya the sector is among the
largest employers in Kenya in addition to the tax opportunities it presents. UNIDO’s Competitive Industrial Performance
Index rankings for Kenya indicate that the country still lags behind in the ability to produce manufactured goods
competitively, coupled with a major challenge of constantly improving. The current HR processes and systems continue
to constrain performance and data on the status and linkage of various HR processes to performance in the manufacturing
sector is missing or difficult to come by, thereby making it difficult to define gaps and appropriately benchmark them for
rapid improvement. According to the Productivity Policy report (2010), the market environment in the country has been
extremely turbulent during the past decade, and to maintain continuous success in the face of global competition,
organizations must identify and analyze environmental characteristics and develop HR strategies to meet changing market
needs. Reviews of past studies conducted in Kenya on performance of the manufacturing sector reveal that the researchers
examined other contextual issues that influenced performance but not human resource business processes. It is against this
background that this research was undertaken to address the research gap, and also provide a better understanding through
empirical evidence on HR business processes-performance link from a Kenyan context.

1. OBJECTIVE

The study sought to investigate the influence of human resource business processes on the performance of Kenya’s
manufacturing sector. The specific human resource business processes covered in the study were: selective resourcing,
teams and decentralization, extensive training, sharing of information and incentives.

IV. SIGNIFICANCE OF THE STUDY

The findings of this study will assist organizations to evaluate the influence of human resource business processes in
enhancing performance. Not all organizations have high growth potential; therefore, research and policy makers seek
potential sources of growth with notions of human resource business processes, competitive advantage, competitiveness,
productivity and structural changes. The study results will also open up new opportunities for increasing the performance
of other organizations which have not embraced HRM system. The research aims at giving an insight into the role of HR
processes in improving performance of organizations.

V. LITERATURE REVIEW
CONCEPTUAL FRAMEWORK

The distinctive HR business processes for this study was adopted from a study by Ahmad and Schroeder (2003) and
included: selective resourcing, extensive training, use of teams and decentralization, sharing information and incentives.
The conceptual framework depicted in figure 1 diagrammatically illustrates human resource business processes as the
independent variable whereas performance is the dependent variable.

HR Business Processes
Performance

e selective resourcing -
L > o profitability
e teams and decentralization
. L e sales growth
e extensive training
e sharing information
e incentives
Independent variable Dependent variable

Fig 1: Conceptual framework
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HUMAN RESOURCE BUSINESS PROCESSES

According to Werbel and DeMarie (2005), HRM practices create procedures that constitute the building of employees’
knowledge and skills throughout the organization to promote valued and unique organizational competencies which
support competitive advantage. HRM is a new paradigm in managing HR in the modern organization which is hinged on
the understanding that the most critical resource that any organization must provide itself of is HR, since it is the HR that
is responsible for coordinating other factors of production to spur corporate performance. To improve firm performance
and create competitive advantage, a firm’s HR must focus on a new set of priorities which are more business and strategic
oriented and less oriented to traditional HR functions such as staffing, training, appraisal and compensation. Strategic
priorities include team-based job designs, flexible workforces, quality improvement practices, employee empowerment
and incentive compensation.

There is growing empirical evidence suggesting that people are the pre-eminent organizational resource and the key to
achieving outstanding performance. Progressive HRM practices’ including selectivity in staffing, training and incentive
compensation are positively related to perceptual measures of organizational performance and has contributed to
performance of firm (Scholes & Johnson, 2007; Stavron & Braster, 2005). Human resource activities are frequently
acknowledged to play a central role in linking employee capabilities with the performance requirements of a firm. Huselid
(2005) in his research observed that investment in human resource activities such as incentive compensation, selective
staffing techniques and employee participation result in lower turnover, greater productivity and increased organizational
performance through their impact on employee skill development and motivation. Pfeffer (2001) from his study has made
a case that organizations wishing to succeed in today’s global environment must make appropriate HR investments to
acquire and build employees who possess better skills and capabilities than their competitors.

VI. RESEARCH METHODOLOGY

The study adopted cross sectional survey research design using both quantitative and qualitative approaches. The target
population for this study was Kenya’s manufacturing sector. The study utilized stratified random sampling to select a
sample of 210 manufacturing companies registered with the Kenya Association of Manufacturers which is a premier
representative organization for manufacturing value-added industries and has the mandate of promoting competitive local
manufacturing in liberalized markets, representing a cross section of the entire companies in the manufacturing sector in
Kenya. Data for this study was collected using questionnaires and interviews from 210 companies distributed across the
12 key industrial subsectors in the manufacturing sector. Data was analyzed using SPSS and Microsoft Excel. Inferential
data analysis was carried out by the use of factor analysis, correlation analysis and multiple regression analysis.

VIl. RESEARCH FINDINGS AND DISCUSSION
CORRELATION ANALYSIS

The findings of the correlation analysis Table 1 indicated that there was a significant and positive relationship between the
use of teams and decentralization and selective resourcing, with a Pearson correlation coefficient r=0.319, p-value<0.001
which was significant at 0.000 level of significance. Extensive training was positively associated with the use of teams
and decentralization, r=0.531, p-value<0.001 significant at 0.000 level of significance. The results of the correlation
analysis revealed that sharing information was positively and significantly associated with selective resourcing, r =0.165,
p-value=0.018, significant at 0.05 level of significance, and with the use of teams and decentralization and extensive
training (r=0.581, r=0.641) respectively, with corresponding p-values <0.001, significant at 0.000 level of significance in
both cases. Incentives on performance was found to be significantly and positively related with selective resourcing;
r=0.227, p-value=0.001, with the use of teams and decentralization; r=0.555, p<0.001, with extensive training; r=0.414, p-
value<0.001, and with information sharing: r=0.597, p-value<0.001, all very significant at 0.000 level of significance.
However, sales growth was found to be significantly and positively correlated with only selective resourcing r=0.293,
p=0.002, significant at 0.01 level of significant.
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TABLE 1: CORRELATION ANALYSIS RESULTS BETWEEN HR BUSINESS PROCESSES AND
PERFORMANCE (SALES GROWTH)

HR Business

Processes X4 X5 X3 X4 X5 SG
Selective 1

Resourcing (X1)

Teams and 319" 1

decentralization .000

(X2)

Extensive training A31 53177 1

(Xa) 062 .000

Sharing 165" 58177 6417 1

information 018 000 000

(X4)

Incentives 227" 5557 41477 BO7TTT 1

(Xs) .001 .000 .000 .000

Sales Growth 293" .005 -174 -.101 -148 1
(SG) .002 957 .064 285 115

***_Correlation is significant at the 0.000 level (2-tailed).

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

*. Correlation is significant at the 0.05 level (2-tailed).

Only statistically correlation coefficients that were significant were highlighted

All the human resource business process (selective resourcing, use of teams and decentralization, extensive training,
sharing information and incentives on performance) were found to be positively and significantly correlated with
profitability ratio, all very significant at 0.000 level of significance. Their correlations coefficients as indicated on Table 2
were; r=0.248, p-value<0.001; r=0.549, p-value<0.001; r=0.450, p-value<0.001; r=0.575, p-value<0.001; r=0.951, p-
value<0.001 respectively. The correlation between incentives on performance and profitability ratio was very strong,
r=0.951 at p<0.001.

TABLE 2: CORRELATION ANALYSIS RESULTS BETWEEN HR BUSINESS PROCESSES AND
PERFORMANCE (PROFITABILITY RATIO)

HR Business

Processes X X, X3 Xa X5 PR
Selective 1

Resourcing (Xy)

Teams and 319 1

decentralization 000

(X2)

Extensive training 131 53177 1

(X3) 062 .000

Sharing 165" 5817 6417 1

information 018 000 000

(X4)

Incentives 2277 55T 41477 BT 1

(Xs) .001 .000 .000 .000
Profitability Ratio 248" 549™" 4507 57577 95177 1
(PR) .000 .000 .000 .000 .000

***_Correlation is significant at the 0.000 level (2-tailed).
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**_Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
Only statistically correlation coefficients that were significant were highlighted

When perceived profitability was used, the correlation analysis results in Table 3 indicate that it was positively and

significantly associated with the use of teams and decentralization r=0.187,

p-value=0.09, and also correlated with sharing

information r=0.252,p-value<0.001. There was also a positive and significant relationship between perceived profitability
and incentives on performance r=0.159, p-value=0.026 significant at 0.05 level of significant.

TABLE 3: CORRELATION ANALYSIS RESULTS BETWEEN HR BUSINESS PROCESSES AND
PERFORMANCE (PERCEIVED PROFITABILITY)

HR Business

Processes X1 X, X3 X4 Xs PP
Selective 1

Resourcing (X1)

Teams and 3197 1

decentralization

(X5) .000

Extensive training 131 5317 1

(Xs) .062 .000

Sharing 165" 58177 64177 1

information 018 000 000

(X4)

Incentives 2277 B55T 41477 5977 1

(Xs) .001 000  .000  .000
Perceived 085 187" 120 2527 159" 1
Profitability

(PP) 234 .009 .094 .000 .026

***_Correlation is significant at the 0.000 level (2-tailed).

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

* Correlation is significant at the 0.05 level (2-tailed).

REGRESSION ANALYSIS

The research used multiple regression analysis to determine the linear statistical relationship between the independent and
dependent variables of this study. The hypothesis was stated as: Hy : Human resource business processes have no
significant influence on the performance of Kenya’s manufactory sector. Using stepwise regression analysis, all the five
HR business processes of this study were entered with each of the measures of firm performance into the regression

model.
The general multiple regression model for this hypothesis was:
Y= BotBaiXotBaXotBaXatBaXst BsXs + &
Where; Y=firm performance Bo=constant
B; is the coefficient for X, (i=1, 2,3,4,5)
X;=selective resourcing
X,=teams and decentralization
Xs=extensive training
X4=sharing information
Xs=incentives

€ = error term
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TABLE 4: REGRESSION ANALYSIS RESULTS ON THE INFLUENCE OF HR BUSINESS PROCESSES ON

PERFORMANCE
Dependent variable Predictor Standardized R? F Sig.
Variable Coefficients Beta
Sales growth X1 .333 138 8.861 .000P
Xa -.231
Perceived Xa .252 .064 13.210 . 000°
profitability
Profitability ratio Xs .923 .909 1005.846 .000°
X3 .068
P<0.05
X,=selective resourcing  Xs=extensive training X4 =sharing information  Xs=incentives

INFLUENCE OF HR BUSINESS PROCESSES ON PERFORMANCE

The decision rule is reject Hp: B; =0 (i=1, 2, 3, 4, 5) if the regression coefficient is significantly different from zero, and
consequently accept the alternate hypothesis Ha: B #0 (i=1, 2, 3, 4, 5).The null hypothesis  (Hg) was rejected since the
standardized regression coefficients were significant and statistically different from zero as indicated on Table 4.This
implies that HR business processes(selective resourcing, extensive training, sharing information and incentives) influence
performance. However, no linear relationship was found to exist between the use of teams and decentralization and
performance. Use of teams and decentralization was not statistically significant and thus not included as a predictor of
performance as the results of the regression analysis in this study indicates. The multiple regression analysis in Table 4
confirms a positive and significant linear relationship between performance and selective resourcing, extensive training,
sharing information and incentives. It is evident that the best predictors of performance were the incentives and extensive
training (beta value of 0.923 and 0.068 respectively), and these two variables alone could explain up to 90.9% of variation
in firm performance (R?=0.909) when using profitability ratio as a measure of performance. The study established that HR
business processes were concerned in the organization’s decision regarding resourcing, training and development ,reward
and compensation, employee relations, plans and procedures covering core functions and ensuring that they are designed
to enable the firm achieve and sustain competitive advantage.

SELECTIVE RESOURCING

The findings in Table 4 indicated that selective resourcing positively and significantly influenced firm performance of
corporate organizations in Kenya in the manufacturing sector when measured as sales growth ($=0.333, p<0.001). For
every unit increase in the use of selective resourcing, there was a corresponding increase in firm performance (sales
growth) by 0.333. The empirical findings of this study indicated that selective resourcing influenced firm performance of
corporate organizations in Kenya in the manufacturing sector positively. When a manufacturing company in Kenya
considered behavior and attitude during selection of new employees as well as the alignment between these employees
and the manufacturing activities, performance increased. These results are consistent with previous studies investigating
the influence of HR practices on overall performance. The findings of a study conducted by Oya and Ayse (2006) to
investigate the direct effect between HRM practices and firm performance indicated that selective resourcing had positive
and significant effects on firm performance in their regression analysis. On a bivariate level, performance was also
positively related to the use of selective hiring in their study. The findings of a positive and significant relationship
between selective resourcing and performance in the manufacturing sector was an indication that a firm requires talented
and skilled workers to sustain high level of performance as the organizations’ productivity and high performance depends
on the selection of the right candidates, which is also a pathway to reduced turnover. These results are supported by
Michie and Sheehan-Quinn (2001) who have identified a positive link between hiring a manager and employees, and
creation of the right culture for organizational growth. During selection, the right person chosen for the requisite
qualifications and knowledge is placed in the appropriate job position to decrease the cost and maximize the profits by
means of their talent and merit. Cho.et al. ((2006) have identified that there is a positive and significant relationship
among HRM practices and selection is one of the practices for improving financial or profit performance. The
manufacturing sector in Kenya is today concentrating more on the attitudes and behavioral characteristics of employees
than on skills and knowledge per se. A study by Huselid (1995) identified a link between HRM practices and firm
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performance and he found that selective recruitment and selection of employee’s skills has a positive impact on firm
performance. In this study, selective resourcing was reported to have had a significant association with firm performance
and in agreement with this finding is Huselid and Delery (1996) who contended HRM practices particularly selection, is
associated with perceived firm performance.

TEAMS AND DECENTRALIZATION

Multiple regression analysis findings of this study that use of teams and decentralization does not influence performance
of the manufacturing sector in Kenya and is consistent with a key finding of a study by Guest et al. (2000) who found out
that one of the least extensive HR practice was the use of problem solving teams in organizations. Moreover, a study by
Hyde et al. (2005) found little consistency in results, and the use of team working had non-significant associations with
performance. There was a strong, positive and significant relationship between the use of teams and decentralization and
profitability ratio (r=0.549,p <0.001) and a weak but positive relationship r=0.187,p=0.009) between use of teams and
decentralization and perceived profitability, all significant at 0.01 level of significance. This finding is consistent to some
extent with Oya and Ayse (2006) study where the use of teams had no significant relationship with firm performance in
the regression analysis results. According to Mueller and Proctor (2000), the concept of team working is very much linked
and is now seen as a central feature of HRM. Team working can mean different things in different organizations and
Geary (2003) argues that whilst research has found that a large percentage of organizations were reporting the use of team
working, only a small percent of organizations seems to be allowing teams real autonomy, so the use of teams is fairly
low, with instances of semi-autonomous and self-managing teams less apparent. The findings of this study showed that
the use of autonomous work teams and work groups in the manufacturing organizations in Kenya had a positive impact on
both levels of employee motivation and performance but research by Condly et al. (1991) reveal work groups report more
favourable attitudes and that there were higher levels of turnover and absenteeism for semi-autonomous teams

SHARING INFORMATION

According to the results of this research, performance when measured in terms of perceived profitability was positively
influenced by sharing information. However, this linear relationship was found to be weak as the R square was 6.4%.
Furthermore; a negative linear relationship existed between sharing information and firm performance when measured in
terms of sales growth. The findings of this study indicating that sharing information was positively correlated with
performance as well as the regression results that sharing information positively influenced firm performance of the
manufacturing sector in Kenya are consistent with the Hewitt Associates Best Employers study that indicates that leaders
in best Employer organizations take more time to communicate their goals and strategy, current performance and progress
to plan. The results of this study are in agreement with a study by West (2002) investigating the links between specific
HR practices and performance indicated that communication of performance results had a very strong impact on
performance and had the strongest influence of all the HR practices. This confirms the findings of this study that
communication of company strategy to employees as well as providing performance feedback positively influenced firm
performance. This is because in order for people to perform better, they must receive performance appraisal and
performance review so that they are motivated to work well. These findings that sharing information had a positive linear
relationship with performance of manufacturing organizations in Kenya are supported by Stone (2002) who asserted that
in the competitive environment, organizations need to keep improving performance to survive by providing feedback on
individual performance. Sharing information by communicating on organization’s strategic goals, vision, mission and
aspirations to the employees has been linked to performances. One of the beneficial HRM practice is extensive sharing of
corporate information. It facilitates understanding of the long run competitive strategy, goals and objectives and provides
feedback on performance of employees.

EXTENSIVE TRAINING

According to the regression analysis findings of this study, a positive linear relationship existed between extensive
training and firm performance These results provide empirical evidence that extensive training was related with firm
performance and is consistent with the findings of a study by Oya and Ayse (2006) which found that training in multiple
functions had positive and significant effect on the performance of organizations and on a bivariate level, extensive
training was correlated with firm performance. Findings of previous studies by Lau and Ngo (2004): Wimbush (2005)
also indicate that there is a strong link between training and organizational performance as the regression analysis results
illustrates. Wright, Snell and Dyer (2005) asserted that firm competitiveness can be enhanced by extensive training among
other practices, and that it has a positive relationship with organizational effectiveness
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INCENTIVES

Based on the findings of this study, incentives and extensive training had a strong influence on firm performance when
measured in terms of profitability ratio. The regression analysis results are consistent with the correlation analysis
findings of this study which indicated that there existed a very strong, significant and positive association between
incentives and profitability ratio. These findings are consistent with the results from a study by Boxall and Purcell (2003)
who found that people perform well when they have the motivation to do so because they are adequately incentivized as
performance goals are achieved with the help of a performance contingent incentive compensation system. Indeed,
incentive pay is one of Pfeffer’s best HR practices set. Performance contingent incentive compensation is widely believed
to improve the performance of organizations. A Meta-analytic review by Condly et al. (2003) on the use of incentives to
motivate performance reported that the overall average effect of all incentive programmes in all work settings and all
work tasks was a gain in performance. Team directed incentives had a markedly superior effect on performance compared
to individually directed incentives. The provision of incentives on performance has long been the focus of researchers and
practitioners dedicated to maximizing human performance. Incentives can significantly increase work performance when
they are carefully implemented and the longer they are in place, the greater the performance gain realized. Incentives
should match rewards/ compensation with efforts in an equitable and just manner, rewarding short as well as long term
achievements, bearing in mind that business must perform in the present to succeed in the future.

VIIl. CONCLUSION

Based on the results of this study, the adoption of HR business processes by the manufacturing sector could be concluded
that these processes influence firm performance. Selective resourcing, extensive training, sharing information and
incentives had a positive and significant linear relationship on the various measures of firm performance that were used in
this study (sales growth, profitability ratio and perceived profitability. It could, therefore, be concluded that HR business
processes are important to ensure effective strategy implementation, and they significantly influence firm performance of
corporate organizations in Kenya in the manufacturing sector. Intensive competition, shorter product life cycle and
volatile product and market environments have contributed to the complexity faced by business. As a result, the
manufacturing sector in Kenya constantly search for new sources of competitive advantage, one of the most important
being HR business processes that have the potential to improve and sustain organizational performance and determine its
fate. HR business processes create procedures that constitute the building of employees’ knowledge and skills throughout
the organization to promote valued and unique organizations competencies which support competitive advantage.

IX. RECOMMENDATIONS

The study findings revealed that HR business processes (selective resourcing, use of teams and decentralization, extensive
training, sharing information and incentives) influence organizational performance. The consideration of behavior and
attitude and alignment of HR with manufacturing activities of an organization, training on multiple skills and on job
skills, communication of strategy and feedback on performance as well as provision of incentives contribute to sales
growth, profitability ratio and perceived profitability of a firm. This is considered as a significant practical insight for
managers and the results of this study have demonstrated that human resource business processes are crucial to the
success of every organization and part of an organization’s effort is to ensure efficiency and effective performance. HR
managers must be involved in designing and implementing a set of internally consistent HR processes that ensure that
firm human capital contribute to achieving firm business goals. The results of this study have assisted to determine the
crucial role of HR processes and, therefore, recommend that organizations should focus on the use of HR processes as its
involvement is necessary to ensure that HR supports its mission. In addition, this study recommends that organizations
should increasingly recognize the role of HR processes and in particular, the HR as a legitimate business unit highly
strategic in nature and critical in achieving its objectives.
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