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Abstract

Management literature acknowledges the important role played by performance management systems (PMS) in
business organization, however, a little empirical studies exist in the Ghanaian context.

Using a sample data of 180 from managements and staffs of thirty-eight (38) Small and Medium Scale Enterprises
(SMEs), the current study presents the effects of performance management systems on employees perception and
organizational commitment (affective) among Small and Medium Scale Enterprises (SMEs) located in the Greater
Accra region of Ghana.

Statistical Package for Social Sciences 20.0 version (SPSS) and Microsoft Word 2010 were employed for the data
analysis. From the result, performance management had a positive significant relationship with employees’
perceptions and affective organizational commitment.

The study further examined the mediating role of both employees’ perceptions and affective commitment on
performance management towards operational performance, it was revealed that both variables positively mediate
the relationship between performance management and organizational performance of the SMEs in Ghana. This
indicates that SMEs in Ghana have seen the need for implementing proper performance management systems based
on their own capabilities to ensure effectiveness in meeting the organizational objectives.

Keywords: performance management, affective commitment, employees’ perceptions, small and medium scale
enterprises (SMESs)

1. Introduction

The economy of Ghana over the years has witnessed a significant growth, and this development according to
Abrokwah et al. (2015) is credited to the activities of the small and medium scale enterprises (SMESs) in the country.
In line with this, the government of Ghana in the first quarter of 2017 opened its arms for individual and group
investors to apply directly through the Ministry of Local Industry for “one district one factory” (ghanaweb.com), a
project which aims at strengthening and boosting the activities of the second sector economy, which in the past have
had a dramatic impact on the economy of Ghana. However, their activities in recent years are becoming less
productive and have witnessed a lower endurance and progress rate (Yang, 2015), as a result of the immense growth
of competition and strategic planning among businesses today.

A current study in Ghana revealed that 60% of SMEs fail within the first five years of operation (Boachie et al, 2005;
Abrokwah et al, 2015). Upon these facts, the study is designed to examine the impact of performance management
systems on employees’ perceptions and affective commitment among the Ghanaian SMEs in their attempt to gain a
competitive advantage.

This is an indication that SMEs and their systems and processes are liable to the power of human perceptions. For the
Ghanaian SMEs to survive, they have to continuously reinvent themselves in the direction to remain competitive, as
recalled by Abrokwah et al, (2015).In this study it was revealed that both variables (employee’s perception and
affective commitment) positively mediate the relationship between performance management and organizational
performance of the SMEs in Ghana.
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The effect is therefore the need for a study that do not only acknowledges the important role of Performance
Management Systems as a strategic tool among businesses but also look out for the tie among Affective Commitment,
Employees Perceptions and Performance Management in a developing country like Ghana, for the benefit of
adequate empirical studies to policy makers, owner-managers, business consultants etc.

2. Theoretical Background and Hypothesis
2.1 Theoretical Review

This study is premised on the process control and the organizational fairness theories which both advocate for
fairness in an organization. According to the process control theory, management control system will determine the
perception of fairness which will lead to organizational outcome. Thus, an employee will be influence when the view
of a particular control system is deemed fair. Alike, organizational fairness theory also help examine the individual
behavior and effort for fairness. These theories share the same view on fairness. That is, the more control employees
have of the PMS, the more they will consider the processes fair. Process control theory states that control of the
process is important to people for instrumental reasons: that control of the process will result in outcomes that are
more encouraging to the individual since control is entrusted in the participants (Latham, 2011). It also suggests that
fairness perceptions are driven by the level of control that individuals are capable to exercise over processes that
determine outcomes (Caplow & shavell, 2000). In particular, the process control focus on interventions such as the
participation of the employees in the process and their level of knowledge about the content of the actions being
adopted.

Overall, fairness is a valid dimension for inclusion in economic models since fairness matters to people. (Pulakos,
2004; Gruman and Saks, 2011) noted possible outcomes of an effective PM as a) clarifying job responsibilities and
expectations, b) enhancing individual and group productivities, ¢) emerging employees’ capabilities to their
completest extent through effective feedback and coaching, d) driving behavior to make even with the organizational
core values, goals and strategies, e) providing a basis for making operational human capital decision (e.g. Pay) and f)
improving communication amongst managers and employees. Thus, a clear system of performance management will
lead to employees’ behaviors as shown in figure 1 below;
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job
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Perception
about the
organizati
o

Figure 1. The influence of performance management practices on employees’ behaviors

Authors’ construct

2.2 Performance Management and Affective Organizational Commitment

Successful organization knows how to win today's competitive world, they must attract, develop and retain talented
and productive employees. Organizations’ get their competitive edge from the commitment (affective) its put into
performance management system that helps them to hire talented people, provide continuously training and
assessment for them to be the right people always (Arumugam, 2001).

The concept of performance management is grounded on the belief that organization’s commitment (affective) is
dependent on employee’s performance management. Performance Management is a rudimentary action to regulate
the activities of an organization (Pradhan and Chaudhary, 2012). Armstrong (2010) discourses that the performance
management system has positive influence on organizational commitment (affective). In the sense that the
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accessibility of opportunities for development, advancement growth, and acknowledgement will greatly rise the
commitment and motivational level among employees. Performance management offers data for manpower
preparation. Explicitly the ability record for organizational commitment is gathered through employee’s performance
management system of an organization. Thus, performance management embeds strategic goals in organizational
commitment (affective). Suliman and Lles (2000) explore the organizational commitment and performance
management in three industrial departments. Their study disclosed that organizational commitment is a three
dimensional concept and it has positive relationship with performance management.

2.3 Employee Perception and Affective Organizational Commitment

Samson (2010) states that the reasons for studying organizational commitment are related to“employees perceptions
and performance effectiveness, attitudinal, emotional, and cognitive concepts such as job satisfaction, characteristics
of the employee’s job and role, such as duties and lastly personal characteristics of the employee such as age and job
tenure. According to Adler and Corson (2003), employees perceptions on job satisfaction was found absolutely
correlated with affective commitment. Employees are continuously re-evaluating their commitment to an
organization. Why? They want and expect specific outcomes for the effort they give to the organization (Riketta,
2002).

When the outcome they get is not as what they perceived, it may reduce the willingness of the particular employee to
constantly employ effort into the job given and this may then affect the commitment of employees towards the
organization. Results of research on commitment examines whether the different components of commitment have
certain consequences. The commitment outcomes that are broadly studied include employee retention, attendance,
organizational citizenship, and job performance. However, the results of the above are all intertwined with the
perception employees hold towards organization and so its affective commitment (Hartmann, 2000).

Employee’s perception is therefore imperative in every organization, thus how people feel may affect the decision
they make or their behavior towards work which may affect the commitment of an organization as a whole. When
employees perceived the organization is not committed to them, they may be inserting not as much of effort in doing
their daily work. Employees who have this kind of perception may not be necessarily based on the reality but it is
merely a view of them in a situation (Samson, 2010). Consequently, there should be at least a balance in
employees’perceptions and the commitment (affective) of an organization.

2.4 Performance Management, AOC and Employee’s Perception

A performance management is a planned and cohesive approach to deliver continuous success to organizations by
improving the performance of the people who work in organizations. This can be done by developing a keen
organizational commitment that considers the capabilities of teams and individual contributions. A good PMS
enables the organization to understand how its employees are currently performing. It allows organizations to
know their commitment level in terms of thorough assessment of the training needs of its employees, set
progress plans and gives them the possibility of using the result of the performance management process to
influence an individual remuneration (Adams, 2007).

Organizations can achieve their goals and objectives only through the combined efforts of their employees’
performance and their commitment task of managing their performance to get work done. Performance
management is ultimate to the effective commitment of organizations.

That is linking of employees’ activities to organizational strategy, communicating organizational expectations,
evaluating employee’s progress, making employment decisions, rewarding performers and developing
non-performers as well as keeping a record of human resource decisions. Varma et al., (2008) sum up the purpose of
performance management as “the system through which organizations agreed work goals, determine performance
principles, dispense and appraise work, provide performance response, determine training and development needs
and allot rewards. Therefore, managing employee performance enables the effective delivery of strategic and
operational goals. There is a strong and direct correlation between using performance management programmers to
enrich business and organizational results since the perception of fairness impact the way people think and feel
(Shrivastava and Purang, 2011).

PMS incorporates all those features of human resources management (for example boosting employees’
organizational commitment and perception) that are intended to improve the efficiency and effectiveness of both the
individual employee and the organization. Meyer et al. 1990; Vallejo 2009: Boichuk and Menguc (2013) suggest that
employees with strong affective commitment remain because they want to (perception), those with resilient
continuance commitment because they need to (perception) and those with strong normative commitment because
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they feel they have to do so (perception). It is now broadly known fact that perception of fairness, impact the way
people think, feel (Shrivastava and Purang, 2011), and act to achieve results. Therefore, we suggest;

Hypothesis of the study
H1. Performance management systems are positively related to organizational performance

H2. Performance management systems are positively related to employee’s perception within the
organization.

H3. Performance management systems are positively related to Affective commitment within the
organization.

H4. There is a positive relationship between employee’s perception and affective organizational
commitment.

HS. Employee’s perception positively mediate the relationship between PMS and OP
H6. Affective commitment positively mediate the relationship between PMS and OP
Conceptual framework

Figure two (2) below presents the research framework in this paper, according to Korir (2014), all workers expect to
be rewarded and recognized for their efforts, as such, performance management being the independent variable will
be the inevitable tool in ensuring fairness in these processes of rewarding to attain affective commitment, employees
perceptions and organizational performance. In this study, Affective Commitment, Organizational Performance and
Employees’ Perceptions were viewed to be the mediating variables of human resource management policy for an
effective performance in an organization. The framework below depicts that Performance Management has a positive
influence on employees’ perceptions, affective organizational commitment and organizational performance taking
into consideration basic controlling factors like firm age and firm size.

Employees® perception

Affective
Commitment

Organizational
Performance

Performance
management

| Firm age I

Control variables

Figure 2. Conceptual framework

Authors’ construct

3. Research Methodology

In meeting the objective of the study, descriptive research design was adopted for the study alongside the
cross-sectional survey, to collect data at one point in time (Creswell, 2013). The survey approach uses structured
questionnaires within a cross-sectional design for exploring the tie performance management, employees’
perceptions and affective commitment. The study comprises a population of thirty-eight (38) SMEs from the
National Board for Small Scale Industries (NBSSI) in the Greater Accra region of Ghana. A descriptive sample was
drawn and the researchers divided the questionnaires equally among the SMEs for the purpose of generalization.
These included management and employees from the selected SMEs. There were 180 participants in the sample with
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63.33% (114) questionnaires returned which was used for the final analysis.

Opinions regarding the performance management that exist was employed from (Gruman and Saks, 2011) and
measured using 8 Likert scale items with a 5-point Likert scale responses. The responses comprise 1 for strongly
disagree to 5 for strongly agree as proposed by Ntiamoah et al. (2014).

Also, the study adapted the measures of firm affective commitment designed by Allen and Meyer, 1990; Abrokwah
and Ge, 2017, using 8 Likert scale items with a 5-point Likert scale responses. The responses comprise 1 for strongly
disagree to 5 for strongly agree. Employees’ perceptions was employed from (Delbridge and Whitfield, 2001) and
measured on four indicators. The questions were placed on a 5-point Likert scale comprise of 1 for strongly disagree
to 5 for strongly agree.

The questions on organizational performance was adopted from (Huo, 2012), these measures comprised 10 items.
The managers and employees were required to specify their level of achievement in relative to the ten measures in
their companies.

In meeting the research objectives, Firm size (FS) and firm age (FA) were considered for control purposes. Firm size
was measured based on the number of employees, and as companies may possess its structure and deploy numerous
resources according to their size (Gilman and Raby, 2013). Firm age measures was adopted from (Liang, 2008).

Finally, data were organized and analyzed using the SPSS version 22. Cronbach alpha analysis was used to test for
the validity and reliability.

Figures, tables and descriptive statistics including mean and standard deviation were generated from the SPSS. The
Likert scale responses were measured by computing the mean scores from the variables and comparing with the
theoretical mean scores developed by Underwood (2004). Furthermore, the study followed Baron and Kenny’s (1986)
approach to testing mediation.

4, Results

Examines the relationships between performance management (PMS) and organizational performance (OP)
alongside the mediating role of employees’ perceptions (EP) and affective commitment (AOC), Table 1 explores the
mean, standard deviation and the correlations statistics among the variables under study. It can be observed that PMS
relate significantly to OP.

Table 1. Descriptive Statistics and Correlational Results

Variables M SD PMS EP AOC OP
PMS 3.3579 0.73426 (0.879)

EP 3.4530 0.52596 0.573** (0.701)

AOC 3.6238 0.50979 0.489** 0.466** (0.692)

OP 3.4538 0.67459 0.322** 0.179* 0.242* (0.774)

N=114, *p<0.05, *p<0.01

Table 2 presents the regression analysis of the outcomes. Results shows significant association of PMS with EP,
AOC and OP so we accept the hypotheses H1, H2 and H3. Also the result shows EP was positively
significant with AOC therefore we accept H4.

Table 2. Regression analysis

EP AOC oP
Variables P R? , P R? , P R’
AR AR AR
Control 0.117 0.056 0.041
PSM 0.232*** 0.349 0.363*** 0.302***  0.233 0.177*** 0.264*** 0.117  0.076***

*p<0.05, *p<0.01
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Also in Table 3, we conducted the mediation analysis. It was found that when mediation for EP (B =0.216, A R®
=0.037, p<0.05, significant) and AOC (B=0.229, A R*=0.045, p<0.05, significant) were tested, the impact of PMS on
organizational performance became insignificant. So the mediation hypotheses H5 and H6 are accepted.

Table 3. Mediation Analysis

Variables Organizational Performance

B PR’ AR?
Control 0.042
EP 0.216* 0.123 0.037*
AOC 0.229* 0.122 0.045*
PSM >EP 0.128 0.085 0.045*
PSM-> AOC 0.115 0.076 0.035*

*p<0.05, *p<0.01, N=114

5. Discussion and Managerial Implications

Supporting results in strategic human resource management (Wang et al. 2015) existing literature, the findings in the
current study shows that performance management relates positively with employees’ perceptions and affective
commitment alongside organizational performance (Abrokwah and Ge , 20017). This is a general confirmation
(Pfeffer and Veiga, 1999) that performance management practices enable organizational performance by focusing on
employees’ attitudes. By narrowing the gap in this documented literature, the current study probe into the impact of
performance management on employees’ perceptions, affective commitment and organizational performance, and
also advanced the study by looking at the mediating role, played by both employees’ perceptions and affective
commitment among Ghanaian SMEs. The study revealed that both employees’ perceptions and affective
commitment mediate the relationship between performance management and organizational performance, therefore
all the hypothesis were accepted.

The authors argued that the Ghanaian SMEs are at the uppermost of their games in building rear and imitable
workforce towards competitive advantage (Zailani, 2014) by implementing proper performance management
systems for managing the employees’ organizational relationships. Gruman & Saks (2011) concur with Mone and
london (2010) that designing the performance management process to foster employee engagement will lead to
higher levels of performance, thus, it will help avoid failure as noted by Boachie et al. (2005) in the study of
Entrepreneurship and Small Business Management, which shows 60% of the SMEs fail within the first five years of
operation.

Contemporary economic challenges have led organizations to advance results by increasing their consideration on
performance management (Gruman & Saks, 2011). In flipping the coin, it is thus, well noted from the analysis,
performance management can be comprehended as an ongoing activity which is geared at minimalizing
organizational failure through employees’ perceptions and organizational commitment, as such, theories such as the
resource base theory, firm’s views among others should be well embraced by management in ensuring strong and fair
measures towards performance management in meeting organizational stated objectives. Alike, it is well
acknowledged from this study that managers and decision makers of Ghanaian SMEs have seen the necessity to
strengthen business operation in a viable competitive environment. It is evident that, performance management
within an organization will ensure growth, stability and market performance (Yongyi et al., 2013).

Practitioners of performance management have learnt that, achieving better results through the principal practice of
performance management requires a sound technical approach, strong leadership, ever-improving experts, and a
culture than constantly reinforces focus on results. Thus, an effective PMS will go a long way in guaranteeing
organizational improved performance, employee’s loyalty and retention.

6. Conclusion and Future Research

Brewster et. al., 2007; McMahon (2013), pointed out that 90 percent of U.K organizations formally assess managers
via a PMS, compared with 88 percent in Greece and Sweden, 84 percent in Ireland and 81 percent in Germany. It is
obvious from the study that, performance management is a strategic tool which revamp, and boost employee welfare
and organizational performance (De cuyper, Van Der Heiden, 2011: Van Der Vaart et al., 2015).
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Empowering performance management systems (PMS) through fairness in its process is exceptionally worthwhile as
PMS is a strategic investment in human resource with high economic returns and acts as a facilitator in almost all
aspect for high organizational performance (Skaggs &Youndt, 2004).

As noted from the analysis, Management decision leading to performance management systems (PMS) cannot be
undermined since it has a great effect in ensuring standardization and sustainability in achieving competitive
advantage. However, the management idea and management level of enterprise managers is still open for further
improvement (Chris et. al. 2003).

Lastly, the study has proven to be effective among the Ghanaian SMEs, however, further empirical studies on the
subject matter can expand our understanding by exploring the other nine (9) regions in Ghana for generalization
purposes.
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