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Abstract
Higher education institutions (HEIS) are constantly striving for better quality and

effectiveness with a paucity of resources, while simultaneously expected to exhibit greater
transparency and accountability in their procedures. Academic institutions are facing
challenges of restricted funding and severe competition in the current dynamic environment
which is creating the need for more effective and efficient utilization of human capital in
possession. This study explores the impact of implementation of Performance Management
(PMS) on organisational performance in Higher Education Institutions (HEI) of Pakistan.
Several reasons make this sector particularly important for this examination: Firstly, Pakistan
is a developing economy and in severe need of highly skilled manpower to develop a strong
economy. Higher education institutions play pivotal role in this human development. Thus,
effectiveness of performance of faculty members of these institutions is very important.
Secondly, the implementation of performance management systems is likely to be one of the
revolutionary changes in HEIs. Finally, the uses of PMS in HEIs will provide us with a better

understanding of its impact on organisational performance.

Therefore, this study aimed to explore the impact of Performance management System in
HEIs, and how this use of PMS contributes to the employees’ performance and Organisational
Performance. An interpretive approach is used to answer research questions and to explore the
implementation of PMS in depth by using qualitative data collection methods. The data
subjects were faculty members from business schools of the chosen HEIs. A thematic analysis

has been done with the help of NVivo software to analyse the semi-structured interviews.

This research contributes to the body of knowledge in relation to the impact of performance
management system on the organisational perfroamnce of HEIs in general and more
specifically in context of Pakistan. Findings of this research has highlighted the critical issues
regarding how performance is managed, evaluated and reported by the HEIs in order to
control and organize the dynamics that influence the output of HEIs in Pakistan. Moreover,
this study contributed that organisational culture have strong influence on the implementation

of PMS in higher education institutions in Pakistan.
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Chapter One: Introduction

This chapter introduces the background for this research, followed by the research rationale,
research aim, questions, conceptual framework and expected contributions. Finally, it will

explain the structure of the thesis that follows.

1.1 Background

Higher education institutions (HEIs) are constantly striving for better quality and
effectiveness with a paucity of resources, while simultaneously expected to exhibit greater
transparency and accountability in their procedures. Academic institutions are facing
challenges of restricted funding and severe competition in the current dynamic environment
which is creating the need for more effective and efficient utilization of human capital in
possession. In the last decade, the climate of higher education has been described as a
‘turbulent environment’ (Kallio et al., 2015; Decramer, et al., 2013; Middlehurst, 2002).
Several economic and political crises have had an impact on higher education institutions.
Higher education institutions have been confronted with issues of expansion, decentralisation
and financial pressures (Smeenk et al., 2009a; Altbach, 2015). Furthermore, these issues have
been accompanied by societal demands of accountability, efficiency and effectiveness (Mok
and Chan 2001; Pollitt and Bouckaert, 2004). The changing environment has pressured higher
education institutions to seek ways to more actively manage their employees in order to meet
with these requirements (Hazelkorn E (2015), Altbach. P (2015), and Decramer et al, 2012).

At the same time, ‘managerialism’ has permeated into the management of universities
(Mathews, 2015; Ferlie, Musselin and Andresani 2008; and Deem 1998). As a response,
many higher education institutions have attempted — either voluntary or under pressure — to
adopt new management systems originally designed to meet the needs of business or private
sector organisations (Smeenk et al. 2009b). Among these new management tools, employee
performance management systems are adopted by many higher education institutions
(Holland, 2016; Brennan and Shah 2000; Middlehurst 2004; Ferlie et al. 2008; Decramer et.
Al., 2012). Performance management system is viewed as a tool to ensure optimum individual
performance (Miller, 2016; Gladies & Kennedy, 2014). However, Aguinis (2013) also
described some dynamic functions of PMS, as it deals with a continuing review of the
performance of individuals and teams level, consistent feedback over the activities and
aligning the job role with organizational strategy. Employee performance management is a

‘continuous process of reviewing, measuring and developing the employee performance of

12



individuals and teams and aligning employee performance with the strategic goals of the

organisation’ (Aguinis and Pierce 2013).

Performance Management is emerging as a centre of attraction in the last decade. Latest
studies have shown that regular implementation of performance management systems
generates better performance while achieving organisational goals; which is the motivation
for a large number of organisations to apply new and better performance management
systems (PMS) (Igbal et.al, 2012; Waal et.al, 2011; Waal & Coevert, 2007). Likewise,
“Performance Management” is defined as a set of activities designed to enhance individual’s
performance for improvement in the effectiveness of organisations (Biron, Farndale, Paauwe
(2011) and DeNisi, 2000). According to Fryer et al. (2009), performance management is an
end collection of reporting, performance measurement and performance appraisal which
describe the whole system based on these components. Similarly, Hawke (2012) quoted
performance management as “set of interrelated activities and strategies to improve the

performance of individuals’ teams and organisations”.

This current era of severe competition and redundancy in funds have directed higher
education institutions to enable themselves to meet the requirements of their stakeholders;
specifically, the accrediting bodies have strong influence to invalidate the eligibility for
government funds (Smulowitz, 2015). Anjum et al (2011) have stressed that it is very
important to manage the performance of academics in higher education institutions as it can
define success and failure of any institution. Even though the available literature indicates
that performance management systems are considered as a significant factor in organisational
success (Rasch, 2004; Grote, 2002; Pettijohn et al., 2001; Starcher, 1996), yet performance
management systems, especially in respect of academics in higher education, has not received

required consideration from government and policymakers in the past (Alam, 2009).

The implication of Performance management systems in higher education institutions can
sustain the quality of education and can manage accomplishments (Barani et al., 2012, Barber
2000; Fitzgerald, 2000). Educational institutions can achieve consistency and stability in their
academic activities by introducing performance management systems (Barani et al, 2012 &
Silcock 2002). Many studies such as Khan A. S & Anwar F. (2012); Payne, (2009); Shrestha,
(2007); Raymond, (2006); Dessler, (2005), Turban, (2005); and Gioia, 1996) stressed that
core of performance management system is to measure employees’ efficiency and

effectiveness which is a prime issue for productivity and growth of organisations. “Terms
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such as ‘efficiency’, ‘productivity’, ‘accountability’ and “profitability’ appeared in the lexicon
of universities” (Morris, 2006). Buckbinder & Newson, (1991) claimed that, the
implementation of business practices in universities and its alignment with the business sector
experience for the first time. Fletcher (2001) stated that since the introduction of performance
appraisal in academia, its principle and capacity has evolved into a more integrated approach

to managing staff through formalized Performance Management Systems.

While, the frameworks of performance management have been utilized successfully both in
public and private sectors, but higher education institutions (HEIs) are still at the beginning
stage to deploy such mechanisms (Smulowitz, (2015); Aguinis et al., 2011; Worthen and
Sanders, 1991). Increasingly, higher education institutions (HEIs) have been examined
critically, while some have been disdain for their inability to be more accountable to their
stakeholders (Smulowitz, 2015; Barani et.al, 2012; Gumport, 2000; Ruben, 2007). The
demand for accountability from stakeholders is increasing day by day while the allotment of
funds is decreasing (Smulowitz, 2015; Boyce, 2003; Gioia and Thomas, 1996).

Although, there is considerable research in the area of performance management system in
general; yet there is little empirical research in the area of performance management
particularly in the context of Pakistan (Anjum et.al, 2011). There is an inadequacy of the
literature showing performance management systems implementation in higher education
institutions (Prawitowati & Lutfi., 2011). Specifically, in developing countries such as
Pakistan very few studies have been conducted to explore the execution and implications of
performance management systems in academic institutions in Pakistani (Aslam H. D., 2011 &
Batool and Qureshi, 2007).

1.2 Rational of Study

The current research is intended to explore the impact of implementation of performance
management on the performance of higher education institutions in Pakistan. The role of
universities in underpinning economic growth through the provision of a higher level of skills
and ground-breaking research has been much discussed and debated. With the passage of
time, the importance of HEIs increased due to their productive and effective role in every
aspect of life. The researcher belongs to academia of higher education in Pakistan, unlike
developing countries, there is no such proper structure with regards to performance
management system. There are very few studies have been carried out (Anjum et.al, 2011,

Sarwar et. Al., 2010; Sheikh et.al., 2007) in order to explore the effects of performance
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management in the context of Pakistani HEIs and reported that the implementation of
performance management system and its applications for the academic purpose is still at a
basic level, primarily performance reports and performance appraisals. Therefore, the current
study is aimed to explore the perception of performance management systems, its impact on
employee performance and finally impact of PMS on the organisational performance of HEIs

in Pakistan.

a) Perception of PMS in Pakistani HEIs

The potential study is aimed to investigate the significant factors affecting performance
system in universities in Pakistan. Firstly, this research will investigate the perception of
academic staff about the performance management system and its processes like performance
evaluation, views of appraisers and appraises, and perception about the institution's” practices
of performance management and performance evaluation. Though Higher Education
Commission (HEC) is putting efforts in the performance development of faculty members,
still the execution and implication of HEC initiatives have not been researched extensively
(Batool and Qureshi, 2007); the lack of investigation in this area invites researchers to explore
this in detail

b) Impact of PMS on Employees’ Performance in Pakistani HEIs

This study is aimed to explore the impact of PMS on employees’ performance. Along with
other factors, performance evaluation is considered major factor influencing the performance
of faculty members (Aslam et. al, 2012). Hence, it is important to recognize how to examine
the performance evaluation of faculty members of universities and how to improve them
(Jajaliyoon N. & Taherdoost H., 2012). The writing of various researchers (Aslam, 2011;
Miller, 1974; Seldin, 1980; Kahn, 1993; Stronge, 2006) have demonstrated many evaluation
techniques like ‘evaluation by high ups’, ‘students’, ‘peers’, but “combination of these
methods generally used in different parts of the world to identify the performance gap and to
provide opportunities to prevail over these gaps in university teaching faculties” (Sheikh,
2007). So, the potential research will explore the factor affecting the performance
management systems on faculty performance in Pakistani higher education institutions, which

has not been done in the past.

d) Impact of PMS on Organisational Performance
“Performance management system should link employee activities with the organisation’s

goals” (Neha et al., 2012). Barani et al., (2012) described that PM will help to expand the
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quality of education, examination results, and placement of different roles for students and
better teaching output, good working atmosphere for teachers and academic personnel if
implemented in a proper way. They further added, ““It doesn’t require more fund and
formality to establish, the most important concern in designing a performance management
system is its fitness with the institute strategic objectives, vision and mission and the most
important concern in providing performance related feedback is its fit with the institute
culture.”  Sole, F. (2009) stated that systems of performance management in public
organisation is influenced by two factors; external and internal factors. “Internal factors
include leadership and internal management commitment, internal resources, employee
engagement, and maturity of performance management systems, while external factors
include citizens and elected officials, labour unions, legal requirements” (Nur Neha et al.,
2012). The phenomenon of performance management in Pakistan’s higher education
institutions has been considered in-depth by only a very few researchers. This research will
investigate the impact of performance management on the organisational performance of
Pakistani HEIs.

1.3 Research aim and objectives:

1.3.1 Aim

The general purpose of this research is to close a knowledge gap by generating new
knowledge and understanding of the implementation of performance management systems in

higher education institutions of Pakistan. Specifically, the aim of this study is to understand

“*How does performance management system (PMS) affect organisational

performance (OP)?”

1.3.2 Research objective
Complexities of performance ma