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ABSTRACT

This study is aimed to study the impact of human resource practice on employee’s
performance. The factors studied includes compensation, performance appraisal and
employee’s involvement towards employee’s performance. The method of research is
quantitative research where the data were collected using questionnaire as an instrument. The
data was collected among 205 employees from Star Onggari Engineering Sdn Bhd. The
collected data were analyzed descriptively and inferentially. Pearson Correlation was used to
test the association between compensation, performance appraisal and employee’s
involvement towards employee’s performance. Then, Multiple Regression was used to test
the dominant factor that influence the employee’s performance. Findings shows that all the
studied variables have a relationship with employee’s performance. Finally, the researcher
has recommended few recommendations that could be helpful to the organization, HR
practitioners and the future researcher.

Keywords: Composition, Performance Appraisal, Employee’s Involvement and
Employee’s Performance



ABSTRAK

Kajian ini bertujuan untuk mengkaji kesan amalan sumber manusia terhadap prestasi pekerja.
Faktor yang dikaji merangkumi pampasan, penilaian prestasi dan penglibatan pekerja terhadap
prestasi pekerja. Kaedah penyelidikan adalah penyelidikan kuantitatif di mana data
dikumpulkan menggunakan soal selidik sebagai instrumen. Data dikumpulkan di antara 205
pekerja dari Star Onggari Engineering Sdn Bhd Data yang dikumpulkan dianalisis secara
deskriptif dan inferens. Pearson Correlation digunakan untuk menguji perkaitan antara
pampasan, penilaian prestasi dan penglibatan pekerja terhadap prestasi pekerja. Kemudian,
Multiple Regression digunakan untuk menguji faktor dominan yang mempengaruhi prestasi
pekerja. Dapatan menunjukkan bahawa semua pemboleh ubah yang dikaji mempunyai
hubungan dengan prestasi pekerja. Akhirnya, penyelidik telah mengesyorkan beberapa

cadangan yang dapat membantu organisasi, pengamal HR dan penyelidik masa depan.

Kata kunci: Komposisi, Penilaian Prestasi, Penglibatan Pekerja dan Prestasi Pekerja



CHAPTER 1

INTRODUCTION
1.0 Introduction
This chapter will discuss the study's context, the issue statement, the study's purpose, the
proposed hypothesis, and the study's conceptual framework. Additionally, this chapter will

address the definition of terms and the study's limitations.

1.1 Background of the study

Human Resource practices are one of the techniques used by Human Resource Managers
to recruit and maintain sufficient workers, and to keep them empowered and compliant with
work laws and regulations to enhance their performance. Due to these stresses, HR managers
strive to design compensation facilities which promote the strategic objectives of organizations
and their individual employees' objectives. Human Resource practices include processes,
services and activities that change people's behavior. The goal of incentive schemes is to produce
meaningful outcomes consistently. The basic goal is to provide meaningful outcomes for desired
success contributions (Wilson, 2003). Human Resource practices are the tools for doing so.
These may include prizes, various awards, incentives, reassignments, non-monetary benefits,
such as holidays and a basic thank you. If workers are rewarded, work is finished. Employers are
better off than what they think they receive from employers immediately. So workers should be
compensated automatically as a means of encouraging them whether they meet or exceed their
standard. Thus, workers associate their reward specifically with their actions and higher
efficiency. The emphasis should be always on the constructive improvement of successful

incentive programs. Positive strengthening promotes organizations' ideal actions. This



encourages staff to take constructive steps that lead to awards. Human Resource practices in
organization should be carefully implemented to strengthen good actions contributing to success

(Torrington & Hall, 2006).

1.2 Problem Statement

Performance improvement is critical for an organisation because it ensures that
employees perform well in order to assist the organisation in accomplishing its mission and
objectives. In today's competitive market, organisations can consistently improve employee
performance by raising compensation. The most difficult duty of the human resource practitioner
is to maintain employee performance through the maintenance of human resource practises
focused primarily on compensation and, on the other side, incentive. According to Rusbult and
Farrell, as stated in Siti Nur Aishah Mohd Noor and Nadzirah Zainordin (2018), dissatisfied
employees are more likely to leave their jobs and are absent more frequently, affecting employee
performance. As such, the researcher seeks to investigate the effect of compensation on
employee performance.

The first issue with human resource procedures is a failure to recognise employees'
contributions through a lack of compensation. Is the organisation adhering to sound human
resource management standards and compensating employees fairly? According to Dubrin
(2006), employees are more likely to perform well if their compensation is tied to individual
performance measurement.

The second point to address in terms of human resource practises is employee
involvement. This is to ascertain whether or not employee involvement motivates employees to

perform optimally. It is vital to develop alignment between senior management's actions and the



demands of employees. This is because today's managers are more concerned with determining
what truly motivates or disengages personnel. Organizations perform regular employee
participation surveys in order to build or revise existing policies and execute key improvements
that increase staff productivity and efficiency. Apart from that, it will assist them in retaining key
personnel within the organisation.

The third point to consider when it comes to human resource procedures related to
performance appraisal is the fairness of the evaluation decision. Rates have difficulty properly
evaluating performance appraisals. Does employee unhappiness with the system have an effect
on their performance? Although performance appraisal has a positive correlation with employee
job satisfaction and a negative correlation with employee turnover intentions, employee
satisfaction with the performance appraisal system is critical because dissatisfaction with the
performance evaluation process has a detrimental effect on employee job performance (Ahmad,

Hussain, Ahmad & Akbar, 2010).

1.3 Research Objective
1.3.1 General objective
To identify the relationship between human resource practices towards employee’s performance
in Star Onggari Engineering Sdn Bhd.
1.3.2 Specific objective
i.  To determine the relationship between compensation and employee’s performance in Star
Onggari Engineering Sdn Bhd.
ii.  To determine the relationship between employee involvement and employee’s

performance in Star Onggari Engineering Sdn Bhd.



iii.  To determine the relationship between performance appraisal and employee’s

performance in Star Onggari Engineering Sdn Bhd.

1.4 Research Hypotheses
Hi. There is significant relationship between compensation and employee’s performance.
Ha: There is significant relationship between employee involvement and employee’s
performance.
Hs: There is significant relationship between performance appraisal on employee’s

performance.

1.5 Conceptual Framework

This section addresses the related variable to be evaluated in the analysis. The statistical
structure consists of the dependent variable and the independent variable. The independent
variable is the compensation in the context of this analysis. Therefore, the employee’s

performance is the dependent variable to be evaluated.

Compensation

Employee
Employee ploy
Involvement Performance

Performance
Appraisal

Figure 1. The Conceptual Framework




1.6 Terminology

1.6.1 Compensation

Definition of a Concept

In gratitude for their services to the company, compensation is what workers earn. (Suri, 2016).
Operational Definition

The wages of workers paid by the company for their services.

1.6.2 Employee’s Performance

Definition of a Concept

The outcomes or efforts of workers to meet their goals (Herbert, John & Lee 2000) when
achieving efficiency can be used to describe the process, results, significance and progress of an
organisation.

Operational Definition

The way employees perform their tasks in the office and how well they are.

1.6.3 Employee Involvement

Definition of a Concept

Collins and Clark (2003) determined that human resource approaches and processes are critical in
enabling businesses to achieve aggressive profit targets and bringing delivery unit of time
practises and structure performance closer together, as well as the employment of employee
community procedures and excessive stage management practises.

Operational Definition

The direct involvement of personnel in assisting an organisation in fulfilling its mission and
achieving its objectives by the application of their own ideas, knowledge, and efforts toward

problem solving and decision making.



1.6.4 Performance Appraisal

Definition of a Concept

Employers use this to evaluate employees' efforts in order to compensate them for their efforts
(Collins and Clark, 2003).

Operational Definition

The methodical appraisal of employees' performance and the ability of an individual to grow and

develop.

1.7 Significance of the study

The implications for researchers, theorists and clinicians have a broad range of realistic
and theoretical aspects. It offers a greater look into the relationship of these systems with the
output of workers for HR administrators and businesses. These findings will help to build
enormous human resources practices in order to enhance worker efficiency through job
satisfaction. Sufficient coaching and learning opportunities, equal and transparent performance
evaluation and large salaries are no longer sufficient to please staff, but may improve their work

performance more.

1.8 Limitations of the study

This study only focuses on limited of variables mainly compensation, employee
involvement, performance appraisal and employee’s performance. Moreover, the sample size was
not appropriate to reflect Malaysia's fully commercial market, thereby not reflecting the essence
of the entire population. Furthermore, the dispersed questionnaires are limited to one agency and
the final results of the survey are also focused exclusively on one entity. Another restriction is the

generalization of the data due to the fact that figures were collected in a small town. In
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comparison, the results may no longer extend to other Malaysian cities.
1.9 Summary

In summary, this chapter discusses the research's central topic, which is the effect of
human resource procedures on employee job performance. This chapter also examined the

hypotheses and research aims, as well as the significance, limitations, and definition of key words.



CHAPTER 2

LITERATURE REVIEW
2.0 Introduction
This chapter analyses the entire body of literature in order for the researcher to learn and apply
more knowledge from earlier studies and research. This chapter also discusses in full the theories

and factors employed in this current search.

2.1 Compensation

According to (Chung, 2017) there is a high quality partnership among the equity based
totally pay of staff and their work results as well as organisational performance. Compensation is
a method of giving monetary price to workers for the job they did. Compensation may be used to
attract qualified personnel, recompense results, foster commitment to companies by reduced
attrition. Additionally, benefits can include basic wages, overtime, incentives, travel/host
expenses, equity plans, medical allowances, fees and profits sharing.

A new finding of Hay suggests that 20 per cent of people will be working in at least five
years to change their current roles. The retention turnover of staff has proven to be a more
important factor of corporate lifestyles. The excellence-based rewards system is the best HRM
practice, since it promotes workers' high results. Moreover, a pay scheme based solely on results
is claimed as an outstanding indication of the worker's performance at and member's or female
and party stage (Swiatczak, 2015).

Similarly (Cooper, 2014) has found that workers prefer to be properly motivated to work if
their salary is related to the collective success at the level of individuals or organizations.An

integration of a general performance and rewards scheme to improve workers' will for



achievement and productivity is a constructive approach in human resources practice (Cooper,
2014). The strong association between pay and the success of workers was suggested by Tessema
& Soeters 2006. It is critical that organization organizations carefully interpret pay policies

influence the recruiting, revenue and efficiency of workers.

2.2 Employee Involvement

People may be more committed to the organisation as a result of teamwork and
decentralisation of decision-making, according to (Magpili & Pazos, 2018). With active
participation, employees will feel like part of the business corporation, which will have an effect
on the organization's overall normal performance. Working together as a group and making
common decisions is critical in order to fulfil the team's and the company's goals. In a different
research (Kemp, Park, Zaatari, Rylander, & Milner, 2006), it was discovered that human
beneficial aid techniques play an important role in allowing commercial enterprise agencies to
achieve aggressive goals and make certain that human resource practises and organisational
performance are brought closer together through the use of employee community machine.
Employee engagement is fostering an environment in which employees are empowered to make
decisions and perform actions that are relevant to their jobs. Employee participation aids the
company organisation in retaining its employees by increasing employee ownership and
dedication and creating an environment that encourages employees to be engaged and contribute.
(Smith, 1997) focuses on equipping employees with the tools they need to realise their full
potential. Employee empowerment, according to (Erstad, 1997), can help to lessen personnel

conflict.



2.3 Performance Appraisal

Performance appraisal is a systematic comparison of the average performance of an
individual in his assignments. The ultimate goal of the performance appraisal is to improve
morale and self-esteem for workers. (Sels, 2003) states that the overall comparison of
performance increased the productivity of the employee, which, in turn, increased the total
performance of the organization. Performance appraisal promotes career development by
recognizing the position with an overall change in performance. The primary goal of the
performance appraisal is to enhance the performance of the character with the specified criteria,
for example, to improve the present performance, encouragement and identification of
preparation and progress (Abdullah, Ahsan, & Alam, 2009). Proper appraisal of the job and
recompense of the workforce is important because it helps to encourage employees' efforts. The
design of performance appraisal schemes is complicated and challenging because the assessment
must be accurate and equitable to all workers.

(Arbaiy & Suradi, 2007) suggested that managers should review the employee's productivity
in the management of sources through the overall performance appraisal of the Business. Only if
a healthy and best relationship exists between personnel and their supervisors as well as if the
ongoing debate on overall performance during the year is possible in accordance with the first-
rate context for human resources practice is effective, productive and environmentally friendly
performance reviews possible (C, Vicere, White, Robinson, & Wick, 2008). The establishment of
honest and consistent general performance levels in any company will minimize discussions
between staff and their superiors and differences in relation to overall performance determinants

(Jafari, Bourouni, & Amiri, 2009).
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