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Abstract 

Even though the literature has identified human capital management (HCM) as one of the 

key components of any public organization's management (Koch & McGrath, 1996; Bowen 

& Ostroff, 2004; O'Toole & Meier, 2009; Walker & Andrews, 2015), literature regarding 

Latin America is scant. This work aims to explore the relationship between HCM and 

subnational governments’ performance in a Latin American country. We rely on survey data 

to build an index of four key areas of HCM (workforce planning, employment management, 

performance management and organizational climate management). Furthermore, the 

performance of subnational governments was measured through performance indices created 

by the National Planning Department (NPD), the Ministry of Finance and Ministry of Health. 

By means of structural equation modeling (SEM), we find a statistically significant negative 

relationship between employment management and the performance of subnationa l 

governments. This implies that the performance of public organizations at the subnationa l 

level can be actually influenced by practices that improve the quality of public personnel 

policies. Thus, this study opens a research in the study of the relationship between HCM 

practices and organizational performance in the Colombian public organizations.  
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1. Introduction 

 Human Capital Management (HCM), understood as "the formal design of systems in an 

organization to ensure the use of knowledge, skills, abilities and other characteristics of 

workers for meeting the goals of an organization" (Pynes, 2009 p. 1), has been identified as 

one of the key components to explain the performance of public organizations (Koch & 

McGrath, 1996; Bowen & Ostroff, 2004; O'Toole & Meier, 2009; Walker & Andrews, 2015).  

Thus, exploring this relationship can bring valuable insights as to how HCM affects the 

strategy of public sector organizations and, more importantly, their effectiveness.      

Moreover, despite the importance of this component as a determinant of the organizationa l 

performance on public and private organizations, there is little empirical research regarding 

this relationship in developing countries. Some studies for Latin America and other 

developing countries, have consistently found a positive relationship between the quality of 

civil service and other general outcomes such as the improvement of countries in terms of 

economic growth, reduced poverty and corruption rates. (Evans and Rauch, 1999; Henderson 

et al, 2003; Dahlström et al, 2011; Lira, 2012). However, few studies have aimed to 

disentangle the relationship between HCM and the global performance of public 

organizations in the context of countries where formal civil services are still in development. 

Thus, given the limited literature that has analyzed this relationship in developing 

countries, it appears relevant to investigate the relationship between public officia ls ’ 

perceptions about human capital management and the global performance of the public sector 

in a Latin American country. This work explores such relationship in Colombia (at the 

subnational level of government). Our research question is: How do employees´ perceptions 

about the effectiveness of human capital management (HCM) affect the performance of 

subnational governments in Colombia? 

Our work has three main goals. First, we want to find out what is the role of perceptions 

about HCM on the global performance of public organizations. Second, we hope this research 

sheds light on the effects of adopting strategic HCM practices in Colombian public sector 

organizations. Last, but not least, by understanding how HCM relates to the global strategy, 

we intend to deduce the relevance of HCM in the Colombia's subnational government's 

agenda.  
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Furthermore, this work offers three contributions. First, it quantitatively analyzes the 

relationship between HCM and performance of subnational governments, unlike previous 

studies that have analyzed this relationship at the country level. Second, our effort provides 

empirical evidence of the relationship between HCM and global government performance in 

a seldom-explored region, Latin America. Third, by means of empirical research, this study 

seeks to provide a better understanding of how HCM affects the performance of Colombian 

government organizations, and how our results relate to previous research findings in other 

countries and regions. 

 Based on the above, the text is organized into five sections. The first, presents the 

theoretical framework on previous research about the effect of HCM on performance in both 

public and private sector. The second shows the basic contextualization of HCM at the 

subnational level and the legal and normative framework that governs it. Later, the third 

section, illustrates the method and the results obtained. The fourth, presents a discussion 

about the consistency of the results, contrasting the evidence with the literature review that 

is presented in the first section. Finally, conclusions are shown. 

2. Literature Review and Theoretical Framework 

 The research examining the relationship between human capital management (HCM) and 

performance in the public sector has essentially found a significant, positive relationship. 

Empirical literature has consistently found that HCM has a positive effect on global 

performance (Gould-Williams, 2003; Rodwell & Stephen, 2008; Fernandez & Moldogaziev, 

2011; Rehman, 2011; Katou & Budwhar, 2012; Katou et al, 2014; Vermeeren et al, 2014), 

although some have found opposite or not significant evidence of such relationship (Wright 

et al, 2005; Veldhoven, 2005). In general, it can be said that scholarship has confirmed that 

HCM is one of the key components of the management on public organizations. 

Empirical research on this topic can be grouped under four broad categories. The first 

addresses the relationship between specific practices aimed at the strategic management of 

the organization’s staff and its performance (Delaney & Huselid, 1996; Katou & Budhwar, 

2007; Rodwell & Teo, 2008; O'Toole & Meier, 2009; Rehman, 2011). The second group of 

studies focuses on the way that systems for managing standards and processes in HCM can 
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improve organizational performance (Guest, 2002; Bowen & Ostroff, 2004; Combs et al, 

2006; Collings, 2010; Fernandez & Moldogaziev, 2011; Buller, 2012). A third group of 

studies attempts to establish a causal relationship between HCM and organizationa l 

performance (Wright et al, 2005; Veldhoven, 2005; Purcell & Hutchinson, 2007). Finally, 

the fourth group of studies, analyzes the particular elements (attitude, environment, trust,  

motivation, etc.) that mediate the relationship between HCM and organizational performance 

(Ahmad & Schroeder, 2003; Gould-Williams 2003; Jian et al, 2012; Katou et al, 2014; 

Vermeeren et al, 2014). Our study comes to contribute to the latter, since we aim to identify 

how perceptions about HCM mediate the effectiveness of organizational management. Based 

on the previous categorization, we can say that the presence of practices and systems aimed 

to improve HCM (such as selective staffing, training, incentive compensation, programs to 

improve the wellbeing of the employees and communication inside the organization) 

constitute key explaining factors of the performance of public and private organizations.  

The first group, focusing on HCM practices and performance, began with the semina l 

works of Delaney and Huselid (1996). These authors concluded that organizations must 

improve HCM practices like good recruitment (selective staffing), training and incentive 

compensation to elicit a better performance, even though they do not necessarily create 

synergies between them. Likewise, Katou and Budhwar (2007) found that practices designed 

to train personnel, and to implement incentive systems and programs that improve the well-

being of the employees, are positively related to performance. Similarly, O'Toole & Meier 

(2009) referred that the aforementioned HCM practices are related to improving both the 

performance of the organizations and the employees inside the organization. Within the same 

scope, Rodwell & Teo (2008) specify that practices in HCM and specialized processes such 

as recruitment and extensive training have differential effects on performance, contingent on 

the hierarchical position (management and baseline) of employees. In consequence, not all 

practices in HCM have the same effect on organizational performance but generally improve 

the skills of employees and the implementation of management by results. 

A set of scholars in this group argues that it is necessary to specifically analyze the effect 

of HCM practices on different types of employees in an organization (Rodwell & Teo, 2008). 

As a matter of fact, HCM practices coupled with appropriate diagnoses of employee training 
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needs and equal pay, have been found to positively affect perceived organizationa l 

performance by employees. While Rehman (2011) concurs with the above argument, he 

detracts from the tacit assumption presented by Rodwell & Teo (2008), and argues that the 

effects of strategic practices in HCM are larger if they are aimed specifically at management 

positions. Thus, it is not only the way practices affect organizational performance but also 

how they interact with specific positions or types of that determines their ultimate effect on 

organizational performance.  

 The second group of authors posits that it is necessary to establish systems that promote 

HCM practices within organizations not just as isolated practices. Huselid & Becker (1995) 

and MacDuffie (1995) indicate that among the variables that explain the good performance 

of an organization is the implementation of an HCM system aligned with organizationa l 

culture. Meanwhile, Bowen & Otroff (2004) suggest that strong HCM systems can come to 

promote shared visions about the objectives, goals and values of an organization.  

Additionally, these systems will improve the decision making process of leaders and their 

legitimacy, resulting in a higher level of organizational effectiveness. Similarly, Combs et al 

(2006) postulate that although HCM individual and generalized practices have positive 

relationships on performance, generalized practices (HCM systems) have a larger effect on 

performance. This is important because it is not enough to have HCM systems inside 

organizations apart from the comprehensive organizational strategy. They must be part of the 

visions, values and goals shared by employees to have a real effect on performance. 

 Similarly, other authors find that HCM systems could enhance certain actions of the 

management strategy such as information flows (reducing or eliminating ambiguities) and 

aligning individual goals with organizational objectives (Buller, 2012). Fernandez & 

Moldogaziev (2011) claim that there is a need for planning processes that allow worker to 

get knowledge and skills according to their job requirements while simultaneously providing 

the necessary autonomy to perform their functions. Following the same logic, Collings et al 

(2010) found that in addition to systems designed to improve the skills of workers and 

implement performance pay schemes, it is crucial to make good policies that allow 

dissemination and communication among all employees within the organization. These 

results are crucial, because they remark how it is not only important to have HCM practices 
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but instead to ensure that they are related, and affect, key organizational processes as planning 

and communicating.  

A third group of scholars has cast doubts on the existence (or the magnitude) of such a 

relationship between HCM and organizational performance. For instance, Wright et al (2005) 

found no causal relationship between better organizational performance and HCM. For the 

authors, high levels of performance can be better explained by the historical performance of 

the entity in financial matters (and other related issues) and not by its implementation of 

HCM practices. Furthermore, Veldhoven (2005) argued the existence of a simultaneous 

causation between better HCM practices and organizational performance. Yet, while they are 

reciprocally related, the organizational performance variable predicts the variable of best 

HCM practices better than the other way around. Therefore, this would mean that 

organizational performance is a stronger predictor of best HCM practices than best HCM 

practices are of organizational performance. However, in contrast to the two aforementioned 

authors, Purcell and Hutchinson (2007) conclude that there exists a causal link between HCM 

practices and organizational performance, but the link is mediated by the management 

capability of administrators, in ensuring that HCM policies are well implemented within the 

organization. Thus, we can elucidate that there is at least a weak causal link between these 

variables. 

 As we have observed throughout these studies, although the theory predicts that the use 

and implementation of HCM practices has a positive effect on organizational performance 

indicators (whether measured by the perception of their workers or financial indicators or 

products), when performing empirical studies on this relationship, scholarship has shown that 

it is not unidirectional. Still, there is no conclusive evidence to establish a causal link, which 

indicates that HCM leads to a better performance of public or private organizations. In fact, 

Wright et al (2005) and Veldhoven (2005) find that a problem of simultaneous causality may 

exist that explains the successful implementation of actions, programs and strategic processes 

to improve HCM by the good performance of the entity in past periods. 

 Subsequently, a fourth group of scholars has taken into consideration that the causal link 

has not been clearly established. Furthermore, these studies assume that there is a complex 

relationship between HCM and organizational performance, focusing on the role that factors 



8 
 

such as motivation, commitment, satisfaction and working environment can play as 

mediators of such relationship. For instance, Gould-Williams (2003) found that there is a 

positive relationship between HCM practices and performance in public organizations while 

observing that trust is a key moderating factor. He argues that through trust, employees 

acquire a greater commitment and higher levels of satisfaction that result in improved 

performance levels. Other researchers have found that an additional mediating element of the 

relationship between HCM and performance are employee commitment (Ahmad & 

Schroeder, 2003) and the trust that they generate to managers (Tzafrir, 2005). Contrasting 

these findings, Gelade & Ivery (2003), Katou et al (2014) and Vermeeren et al (2014) state 

that the relationship between performance and HCM is moderated by employee reactions to 

HCM such as motivation, commitment, civic behavior and the working environme nt. 

Therefore, recent research has shown that key moderating or mediating factors, essentially 

related to how employees react themselves to HCM, can enhance or weaken the ability of 

HCM strategies to propel performance. Our research endeavor focuses on how the 

employees’ reactions, reflected in their perceptions about HCM practices in their 

organizations, relate to organizational performance. 

In a similar vein, other studies have found that the effect of commitment, motivation and 

satisfaction in the relationship between HCM and performance will be contingent on 

additional variables such as leadership style and the ability of employers to fulfill the 

expectations of workers (psychological contract). Thus, Katou and Budhwar (2012) mention 

that besides developing how workers react to HCM policies, employers must also fulfi ll 

employee expectations as this would improve performance levels in the organization. On the 

other hand, Vermeeren (2014) also concluded that the presence of good HCM practices 

within organizations, performance levels would be higher if the manager provides a 

stimulating leadership style. This is important as leadership style and credibility of 

administrators provide a stronger or weaker link between HCM and organizationa l 

performance. Hence, it makes sense to explore the role of employee´s expectations and 

reactions to employer HCM actions, as a triggering device of better performance in public 

organizations. 
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On the other hand, for measuring HCM practices mentioned in the previous ly 

investigations, it was found that the common method used is to apply self-supplied perception 

surveys (Guest, 2002; Gould-Williams, 2003; Bowen & Ostroff, 2004; Combs et al, 2006; 

Rodwell & Stephen, 2008; Collings, 2010; Fernandez & Moldogaziev, 2011; Rehman, 2011; 

Buller, 2012; Katou & Budwhar, 2012; Katou et al, 2014; Vermeeren et al, 2014). This is 

key because multiples studies have shown that the way workers perceive HCM practices is 

an essential element of mediation between HCM practices and organizational performances 

because they affect the level of satisfaction and commitment of employees. (Katou, 2014; 

White & Bryson, 2013). Therefore, investigating the perception of employees becomes 

relevant for ensuring that HCM programs fulfill their purpose. 

However, as mentioned by several authors (Wright et al, 2005; Veldhoven, 2005; Purcell 

& Hutchinson, 2007) at analyzing the “HCM performance link” through the employees 

perception in the organization, inaccuracies may occur concerning the harshness of practices 

that are implemented since the answers could change according to the level of clarity of the 

questions, the aligning of employees with the values of the organization, the job satisfact ion 

and the communication strategies implemented by the organization (White & Bryson, 2013). 

Additionally, many of the studies cited above poll front-line employees (Kahir & Saeed, 

2011; Bowra et al, 2012; Bhanugopan et al, 2013; Long & Perumal, 2014; Jacobson & Sowa, 

2015), gerentes (Katou, 2012; White & Bryson, 2013; Shin & Konrad, 2014; Vanhala & 

Stavrou, 2014) or persons in charge of human resources (Al-bahussin & El-garaihy, 2013; 

Vui-Yee, 2015). The above aspects can generate biases that prevent knowing the true 

contribution of HCM practices on organizational performance. 

Based on the above, it was found that the investigations have developed diverse strategies 

to mitigate potential biases when using data from perception surveys. First, some researches 

complement the survey results with interviews to deepen the relationships found through 

quantitative analysis (Dimba, 2010; White & Bryson, 2013). Secondly, another research 

group perform surveys about managers and front-line employees within the organizations 

(Katou, 2009; Dimba, 2010; Nigam et al, 2011; Bhanugopan et al, 2013; Rehman, 2011;); 

Thereby, it has a more comprehensive view and can inquire about the way how they have 

perceived HCM programs by their beneficiaries. 
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There is also a third strategy which uses longitudinal surveys to analyze the behavior of 

HCM practices and organizational performance over time (Wright et al, 2005; Veldhoven, 

2005; Purcell & Hutchinson, 2007). One of the main advantages of using this methodology 

is that it allows a more accurate measure of HCM practices, also establish the effect of the 

practices in the long term by controlling that the results are not product of external 

contingencies of the organization. Similarly, Katou (2012) points out that by using 

longitudinal data is possible to modulate the potential problems of endogeneity between 

performance and HCM practices, by using the lagged performance and HCM practices like 

instruments (Katou, 2009; Dimba, 2010; Shin & Konrad, 2014). 

Based on the review of the literature and considering the information available to the 

following investigation, we establish a conceptual framework to respond our research 

question regarding the relationship between employees’ perceptions about HCM and general 

performance. Previous literature has established that there is a positive relationship between 

HCM practices and organizational performance as mentioned in all groups, mediated by key 

factors such as expectations and perceptions though. In this way, we will explore the levels 

of trust perceived by the employees like a mediating element between HCM and performance 

link (Guest, 2002; Gould-Williams, 2003). Namely, this research partly follows models 

presented by Katou & Budhwar (2012) and Katou et al (2014) which used a survey to 

measure public sector employees’ perceptions of HCM practices and organizationa l 

performance. Additionally, this investigation uses a structural equation model (SEM) to 

estimate the relationship between HCM and performance, like previous works did (Katou & 

Bodhwar, 2012; Katou et al, 2014; Vermeeren et al, 2014).   

Moreover, following the line of the studies that found a positive relationship between 

HCM and performance, and those that have explored mediating factors such as perceptions 

and expectations, we will explore the relationship of HCM practices with the performance of 

subnational governments, using employee perceptions of the effectiveness of HCM as a 

determinant of organizational performance. In order to measure practices of HCM, we follow 

a model of Strategic Human Capital Management (SHCM) proposed to the Colombian 

government by Sanabria et al. (2014) which has five keys areas for action: First, workforce 

planning (i.e. practices aimed at planning, and following up, the number of employees 
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necessary to achieve the goals of the organization). Second, employment management (i.e. 

practices related to attraction, recruitment, selection and retention). Third, organizationa l 

climate management (i.e. actions aimed at improving the welfare and organizationa l 

environment of state officials). Fourth, performance management (i.e. actions and practices 

designed to improve employee performance and achievement of organizational goals). 

Finally, development management (i.e. actions aimed at creating organizational framework 

conducive to development and learning).  

The variables proposed in the stated model are based on those used in several of the 

previously cited studies. First, in relation to employment planning practices Rehman (2011) 

indicates that job design and analysis practices on a regular basis have a positive relationship 

with organizational performance. Likewise, Fernandez and Moldogaziev (2011) denote that 

public organization seeking to plan and provide training process according to duties and 

requirements of the job (job related knowledge and skills) have a positive influence on 

performance. Secondly, in relation to employment management and performance 

management practices Rodwell and Teo (2008) note that organizations that show a high level 

of commitment with their employees are more likely to develop a strategic approach to HCM, 

which allows for the development of better practices in recruitment, training and 

comprehensive development of employee (development performance), that at last is reflected 

in a better perception of the organizations’ performance. 

On the other hand, in relation to performance management, Fernandez and Moldogaziev 

(2011) state that practices designed to improve the diffusion of organizational objectives, 

communicate employees’ performance level and implement an incentive model based on 

performance development have a significant positive relationship on the performance 

perception in public organizations. In contrast Gelade & Ivery (2003) indicate that human 

talent practices that aim to improve the organizational climate such as a close accompaniment 

and an appropriate workload, have a positive impact on the organizational performance, 

insofar that they affect stress levels, depression and the employee commitment level within 

the organization. Finally, according to Katou & Budhwar (2012) and Katou et al (2014) 

practices that aim to improve the recruitment and selection process, flexible work design, 

performance appraisal, better chances of promotion and training possibilities have a 
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significant positive relationship on organizational performance. In conclusion all the 

aforementioned authors find that the practices belonging to each of the areas proposed in the 

model proposed by Sanabria et al (2014) have a significant relationship with organizationa l 

performance. 

Regarding the inclusion of the variable of trust as an element of mediation between HCM 

and Performance, according to Gould-Williams (2014) trust is an intervening variable 

between HCM and performance relationship. This is because the HCM practices 

implemented by organizations send a powerful signal about the trust level perceived by the 

employees, implying that if organizations fail in fulfilling promises regarding the 

implementation of HCM practices (e.g. flexible workdays or benefit provision), the 

employees’ commitment and dedication can decrease. The above situation may bring a 

reduction in performance levels, not only at the individual level but of the entire organization. 

Similarly, Katou & Budhwar (2012) suggest that the relationship between the human 

talent practices and the organizational performance is mediated by the ability of managers to 

maintain and fulfill the promises do to employees in their organizations. This phenomenon 

implies that if managers repeatedly fail in fulfilling promises to employees, they lose 

credibility and therefore employees’ commitment level decreases. 

According to the prior literature, and the model proposed, the following hypotheses will 

be tested in the present investigation:  

Hypothesis 1: Employee perceptions about HCM practices have a positive effect on the 

performance of subnational governments in Colombia.  

Hypothesis 2: Trust moderates, in a positive way, the relationship between perceived HCM 

practices and performance. 

3. Context of the Study 

Colombia is a unitary, decentralized system with 32 Departments (subnational level of 

government). Each department, according to the political constitution, is governed through a 

shared jurisdiction of the Executive branch and the Departments, each exercising partial 
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autonomy in the management specific affairs such as the development of economic and social 

projects for their jurisdiction, building dams, protecting rivers, improving tertiary roads, etc. 

Additionally, the Department’s most important functions are to coordinate and complement 

the actions of the smaller municipalities (jurisdictional subdivisions of departments) in 

collecting taxes, providing health and managing education. It is also noteworthy that although 

these entities have budgetary and administrative autonomy, most of their income is 

represented by transfers from the central government. 

The system of public employment in Colombia has two major focal points nationwide. 

The first is the NCSC (National Civil Service Commission), which is responsible for 

conducting government hiring for all public sector organizations, including employees of 

departmental governments. Additionally, defined in the 1991 political constitution, the 

NCSC is responsible for ensuring that public sector jobs have been provided through merit.  

The second key agency for HCM is the Administrative Department of Civil Service (DAFP 

by its Spanish acronym), which is responsible for providing general policy guidelines for 

practices on Human Capital Management (HCM) to be implemented by public organizations 

in the national and sub-national level. 

From these general guidelines by the DAFP, and in accordance with Colombian law, the 

subnational units of government must design their own programs and practices in HCM. For 

the design of these programs and practices, the central government as a whole, and the 

subnational units within it, prepare year-round budgets that include an item for the execution 

of HCM programs, which can range from practices to improve the organizational climate, 

the wellbeing of employees or designing training programs. Although there is considerable 

leeway for the design of their own devices in HCM, Departments and municipalities are 

expected to follow the general national guides for HCM which are currently regulated by 

Law 909/2004, defining guidelines according to the Ibero -American Charter of Public 

Function (CLAD, 2003). This charter set the framework for the modernization of civil 

services in Latin America. Colombia, who has been adapting regulation to that Latin 

American framework, is ranked as fifth out of 17 in Latin America for the quality of civil 

services (Velarde et al, 2014) showing an adequate, but still ongoing, process of improvement 

and modernization of HCM practices in public organizations. 
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4.   Methodology and Data 

In order to answer our question, we develop a quantitative approach through structura l 

equation modeling (SEM). Our unit of analysis is the subnational level of government 

(Colombia's provinces). The data come from the Survey of Institutional Environment and 

Performance, conducted by the Colombian National Statistics Office (DANE). We use these 

data to create sub-indexes for four key areas of HCM performance (planning of the labor 

force, employment management, performance management and organizational climate 

management). The data regarding the global performance of the subnational government 

comes from a municipal fiscal rating created by the National Planning Department (NPD) of 

Colombia, an index that measure the percentage of resources obtained by their own effort for 

funding the subsidized regime of the Health System and a percentage change on states’ 

personnel expenditure respect the previous year.  

Our unit of analysis is the “Departamento” (province/state). Our data comes mostly from 

administrative records and official surveys. To build the latent dependent variable it’s 

necessary to use three proxy variables. The first variable is a municipal fiscal performance 

index created by the National Planning Department (NPD) of Colombia. This index is built 

from the financial reports that the states’ governments deliver to the NPD. The second 

variable is the percentage of resources that provinces’ governments earn with local taxes and 

that are directed to the subsidized scheme of the health system. The third variable is the 

percentage change of personnel expenditure respect the previous year in the provinces’ 

government. In this study we use these three indices as proxies for organizationa l 

performance at the subnational level for the years 2009, 2010, 2011 and 2012. 

In order to construct the independent variables of interest, we relied on a national, officia l 

survey named in Spanish “Encuesta de Ambiente y Desempeño Institucional Departamenta l” 

(EDID) or Survey of Provincial Institutional Environment and Performance. This survey is 

created by the National Department of Statistics (NDS) and is conducted annually on a 

random, representative, sample of public employees belonging to the 32 state governments  

covering nearly 4000 employees each year. Thus, we used data of 2009, 2010, 2011 and 2012 

survey to create four of the five indices for the HCM subsystems proposed by Sanabria et al 

(2014) model. As mentioned previously, we include the following dimensions: workforce 
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planning, employment management, organizational climate management, performance 

management2 (Sanabria et al, 2014). Next, one additional index is created using the same 

database, seeking to analyze the mediating effect of trust in organizational performance, as 

suggested by various studies cited above (Guest, 2002; Gould-Williams, 2003; Gould-

Williams, 2014). All the indexes are aggregations of the individual perceptions of workers 

for each province in order to create a unique index per department.  

Although we rely on measurements of perceptions as independent variables -with all the 

limitations that it implies in terms of measurement validity- our study presents an advantage 

to measure the relationship between HCM employee perceptions and organizationa l 

performance because, as White & Bryson (2013) remarked, a frequent limitation of most 

investigations on this field is the construction of a single index to measure the HCM practices.  

In contrast, our research uses four partial indices to measure HCM practices, allowing us to 

do a more detailed analysis of the relationship between HCM practices and states 

governments performance. For each of the indexes we obtained Cronbach´s alpha 

coefficients above 0.7. Additionally, Confirmatory Factor Analysis (CFA) was used to check  

that all measured indices created the desired construct, obtaining adequate results3. On the 

other hand, although common source bias is one of the classic threats in studies using 

perception variables, the indexes were estimated using a large, representative, sample size of 

more than 4,000 public servants at subnational level of government, as in Katou & Budhwar 

(2012).  

Likewise, to have a better grasp of the relationship between HCM practices and 

organizational performance, authors like Katou et al (2014) indicate that such practices may 

be affected by key environmental factors. Therefore, we use a number of subnational related 

controls that can affect the perception of employees on HCM implementation of practices in 

their organizations. Among those control variables we find: Departmental GDP, crime rate 

(homicides per hundred thousand inhabitants), the rate of internally forced displaced people 

                                                                 
2 We do not calculate the programs and actions taken in the local governments with respect to development 

management because there was not available data to construct an indicator. 

3 The Factor Analysis process is reported in the Annex 2.  
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per hundred thousand inhabitants, percentage of people who are below the poverty line in 

each subnational unit, and the level of income inequality in the department. 

In terms of method we rely on structural equation modeling (SEM). SEM is a statistica l 

and methodological approach that draws upon the strengths of both the regression and factor 

variable approaches, allowing it to specify relationships between observed and unobserved 

(latent) variables with a potential to ascertain causality if certain assumptions are met. The 

principal advantage of a SEM and CFA approach is that it allows to explicitly account for 

the correlation between observable variables and unobserved errors, from which endogeneity 

may possibly arise. Furthermore, this methodology grounds the model specifications in 

theory, as fewer statistical restrictions are placed on it, allowing researchers to explicit ly 

compare different theoretical approaches on their statistical metrics.  

Therefore, within the reasons for using SEM versus other methods is: first, SEM is a 

useful methodology to analyze models with mediating variables and also included latent 

variables that are measured with different items (Katou, 2012). Second, as noted Bhanugopan 

et al (2013), through a model of structural equation modeling (SEM) it can be measure the 

level of robustness of the data provided for measuring the proposed theoretical models and 

analyze more precisely the variation of the variables against the multiple regression methods. 

Finally, according to Shin Konrad (2014), this methodology allows modeling with an 

appropriate "cross- lagged analysis" and modulates possible autoregressive relationships 

between HCM practices and organizational performance. 

Among previous works that have used SEM to analyze the relationship between HCM 

practices and performance, there is research by Katou & Budhwar (2012) which analyzed the 

relationship between the practices in HCM and performance of public and private 

organizations in Greece. The study used the ability to keep the promises of managers to 

employees (psychological contract) as mediating element. These authors found that the 

relationship is positive and statistically significant. In the same way, Katou et al (2014) 

analyzed the relationship between HCM practices and organizational performance, indicat ing 

that a positive relationship between these variables mediated by the way workers assimila ted 

HCM practices. A third example is the study realized by Vermeeren (2014) on Dutch 

municipalities where they found, through SEM; a positive relationship in the HCM practices-
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performance link, but this relationship is mediated by levels of employee satisfaction and the 

leadership style of the manager. 

In addition to using quantitative results, we contrast them with qualitative data coming 

from a series of interviews and focus groups conducted to government employees at the 

subnational level, as part of a greater research project from the Alberto Lleras Camargo 

School of Government. These interviews and focus groups are crucial to acquire a better 

explanation of the results show in the models and understand the particularities of HCM in 

the states’ governments. 

The next table lists the variables we use in this study, their scales and descriptions (Table 

1). Table 2 presents the descriptive statistics: 

Table 1: List of Variables 

Variable Content Scale  Source 

Fiscal Performance 

Index  

Synthetic index created by the 

National Planning Department 

DNP (2009-2012). This index 

was created to analyze whether 

the departments meet the central 

executive targets of financial 

performance. 

0 to 100 NPD 

Own resources  Percentage of resources that 

states’ governments collect from 

their own effort for funding 

health expenditures of the 

subsidized regime. (2009-2012) 

0 to 1 Ministry of Health 

Personnel expenditure 

percentage change  

Percentage change in the 

personnel expenditure from the 

states’ government respect the 

previous year. (2012-2009)  

0 to 1 Treasury  

Work Planning Index Synthetic index created from the 

related questions from EDID 

survey (2009-2012). See Annex 1 

0 to 100 NDS 
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Employment 

Management Index1 

 

Synthetic index created from the 

related questions from EDID 

survey (2009-2012). See Annex 1 

0 to 100 NDS 

Performance 

Management Index 

Synthetic index created from the 

related questions from EDID 

survey (2009-2012). See Annex 1 

0 to 100 NDS 

Index of 

organizational climate 

management  

Synthetic index created from the 

related questions from EDID 

survey (2009-2012). See Annex 1 

0 to 100 NDS 

Trust Index Synthetic index created from the 

related questions from EDID 

survey (2009-2012). See Annex 1 

0 to 100 NDS 

Departmental GDP The gross domestic product by 

Department for 2009 to 2012. 

Thousands millions of 

Colombian pesos 

NDS 

Departmental GINI Index of income distribution of 

Department´s residents  for 2009 

to 2012. 

0 to 1 NDS 

Homicide (rate per 

hundred thousand 

inhabitants) 

The number of people killed in 

2009 to 2012 by a violent cause in 

each Department per 100,000 

inhabitants. 

Percentage of 0-1 NDS 

Displacement (rate 

per hundred thousand 

inhabitants) 

The number of people forcefully  

displaced (in 2009-2012) from 

their original homes that live 

within the Department in 

hundreds of thousands 

populations. 

Percentage of 0-1 NDS 

Poverty The percentage of people below 

the poverty line, which is 

calculated according to consumer 

price index and its equivalent to 

acquire a group of goods valued in 

$204.270 pesos. The above value 

is adjusted each year (2009-2012). 

Percentage of 0-1 NDS 
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As mentioned previously, the latent dependent performance variable was built from three 

indices measured by the NPD, the Treasury and Health Ministries. The first index indicates 

how states have performed in financial matters during the last year. This index has a scale of 

zero to one hundred, and the closer the score is to one hundred the better is the states’ 

government fiscal performance. The second index measure the percentage of resources that 

states’ government collected from their own effort to fund the subsidized regime of the Health 

System. This index is a percentage in relation to the budget the states governments’ allocated 

to the Health System by department per year. The assumption behind this index is better 

performance implies a greater percentage of resources obtained by their own effort. The third 

index shows the percentage change of states governments’ expenditure on personnel respect 

last year. The assumption behind this index is that better performance implies a reduction on 

personnel expenditure. 

In a similar vein, the independent variables are represented by four indices measuring 

different dimensions of HCM at the Department level. The first index indicates employees’ 

perceptions concerning practices aimed at improving the planning and following up of the 

workforce. The second index measures perceptions regarding HCM practices that improve 

the ability to recruit highly qualified staff, enable the mobility of workers and the 

management of poor performance levels. The third index points to employees’ views on 

HCM practices aimed at improving relationships between workers, respect for diversity and 

valuation as an employee of the public sector. The fourth index indicates perceptions on 

public servants regarding performance evaluation processes, incentives and compensation.  

Last but not least, an additional index measures employees’ perception of trust inside 

departamental governments. As suggested by Cho & Ringquist (2010) trust can be 

understood as a construct or state of mind, which involves the willingness of employees to 

be vulnerable to decisions and actions taken by their superiors. However, this perception is 

only accurate when employees perceived on their managers’ actions and traits like 

competence, benevolence and integrity. Given the availability of information in the EDID 

survey, this variable is measure by the employees’ perception of trust, in exposing irregula r 

actions to managers and other senior staff of state government. Moreover, all indices are on 

a scale of zero to one hundred, where values nearest to one hundred values indicate 

improvements in each of the previously described dimensions. Also, all the variables 
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mentioned before were measured from 2009 to 2012, as proxies for states governments ’ 

performance. 

In the table below, we performed a description of the data for the years 2009-2012. 

Table 2: Descriptive Statistics for 2009-2012 

Variable Obs Mean Std. Dev. Min Max 

Cronbach’s 

alpha 

Fiscal Performance Index 128 65,43 9,91 28,87 81,53  

Own resources 132 11,02 10,52 0,01 61,85  

Personnel expenditure 

percentage change  
128 0,06 0,15 -0,88 0,60  

Work Planning Index 131 63,37 6,51 39,12 74,71 0,86 

Employment Management 

Index 
131 64,65 6,38 45,58 83,40 0,89 

Organizational Climate 

Management Index 
131 65,26 6,59 42,97 78,51 0,91 

Performance Management 

Index 
131 70,35 6,18 42,76 85,10 0,83 

Trust Index 131 61,46 7,39 40,82 80,56 0,90 

GDP  132 17688,68 28615,67 133 164531  

GINI 96 0,52 0,03 0,45 0,62  

Poverty 96 44,11 14,29 11,60 68,30  

Homicide 132 33,19 21,04 0 114  

Displacement  132 664,39 801,92 0 3.612,46  

 

The fiscal performance index shows that almost 30 percent of state’s governments are 

scored below 60 points. This situation implies, according to the NPD methodology (DNP, 

2012), that states governments present a “vulnerable” fiscal performance. Therefore, the 

average state’s government is highly dependents on central government’s cash transfers. 

Furthermore, its finances statements accomplish the minimum standards and lack savings to 

effectively answer to exogenous shocks that generate financial imbalances. 

On the other hand, the percentage of “own resources” for the health system collected by 

states’ governments, is on average 11 percent of the total budget, a representative percentage 
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since most resources come from the central government. However, there are departments 

with very low levels of contribution (nearly 0,01 %), in contrast to some departments that 

contribute more than 60% of the total budget for health expenditures of the subsidized 

regime. Moreover, the performance of the percentage changes of personnel expenditure 

showed an increase of 6% on average. Nevertheless, there are strong contrasts because the 

23% of all states’ governments have reduced their levels of personnel expenditure and some 

of them show a 20% increase in their payment. Thus the last two indicators present high 

levels of variance.  

Furthermore, by comparing HCM practices rates in departments, the highest average  

performance management index is 70,35. For this reason, none of the states’ governments 

show a high performance in some HCM dimension. Besides, the rest of indices have averages 

over 60 points and their standard deviations are in the range between 6,18 and 6,51 points, 

indicating similar dispersion among them. 

The departmental GDP variable shows a wide dispersion. One subnational unit has  

164.531 billion pesos whereas another one has barely 133 billion pesos. On the other hand, 

the Gini coefficient shows lower dispersion, but inequality levels in all the departments of 

the country remains high or medium high. In addition, the poverty rate, the homicide rate and 

forced displacement rate also presented relatively high levels of dispersion, exposing the high 

levels of variance at the regional level in Colombia. There is an approximate difference of 

50,000 people between the department with the most population under the poverty line and 

the department with the least in this condition (almost 56,7%). Similarly, the homicide rate 

difference can be more than three times the national average, between a department with zero 

deaths per year and a department with a rate of 113 deaths per year. Likewise, the rate of 

forced displacement exhibits the same behavior in which departments reported zero forced 

displacement from departments that had 3612 forced displacement people per 100000 

inhabitants. In consequence, there is a very high degree of regional heterogeneity among the 

departments in Colombia, and therefore a diversity of challenges faced by their respective 

governments. 
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5. Results  

As previously mentioned, the methods used to construct the models were SEM (structura l 

equation modeling) and CFA (confirmatory factor analysis) models, these models were 

estimated through maximum likelihood using Stata 13. To measure the relationship between 

HCM practices employees’ perceptions and performance of the Colombian departments, five 

different models were built and estimated.  

The first model is a Confirmatory Factor Analysis (CFA) model that uses the four indices 

that measure the employee’s perceptions regarding four different dimensions of HCM 

practices (work planning, employment management, organizational climate management and 

performance management), used to explain the performance of Departmental governments 

in Colombia. As mentioned previously the performance construct was built from three proxy 

variables (Fiscal performance index, Own resources and Personnel expenditure percentage 

change). Likewise, we began estimating a simple model in order to isolate possible relations 

between trust and contingencies on HCM practices and organizational performance (Boselie 

et al 2005; Katou et al, 2014).  

 Figure 1. MODEL 1 

 

Following that, we estimated a second SEM model using the four indexes of HCM 

practices to explain the performance of subnational governments. Additionally, we included 

a new construct as departmental contingency, measured through Department´s GDP, Gini 

coefficient, the percentage of people under the poverty line, and homicide rate. These 

contingencies were included in order to test the moderating effect they can inflict on the 
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employees' perceptions of HCM practices (Boselie et al, 2005; Katou & Budhwar, 2012; 

Veermeren, 2014) 

Figure 2. MODEL 2 

 

The third model is a CFA model which also uses the four HCM indices to measure the 

employee’s perception of HCM practices to explain the performance of state-level 

governments. Additionally, an index of perceived employees’ trust was also added as an 

intermediary element between HCM practices and performance of state governments (Guest, 

2002; Gould-Williams, 2003). 

Figure 3. MODEL 3 

 

The fourth model is a SEM model using a trust index, in addition to the four HCM indices, 

to explain the effect on general performance at the subnational level. This model integrates 

also the environmental regional contingencies that may affect the employees’ perception of 
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HCM practices in department governments, and uses perceived trust as an element of 

intermediation between HCM practices and performance relationship.  

Figure 4. MODEL 4 

 

The fifth model is a SEM model that use longitudinal data (between 2009-2012) in which 

uses the four indices to measure the dimensions of HCM and the indices previously used to 

measure the government state performance. This model is raised from the potential problems 

of endogeneity existing in the relationship between HCM and Organizational Performance 

as indicated by different authors (Wright et al, 2005; Purcell & Hutchinson, 2007; 

Veldhoven, 2005). Therefore, we propose a “Cross-lagged panel” model in which the 

perception of the HCM dimensions of the immediately preceding period explain the 

organizational performance for the next year. Similarly, the organizational performance for 

the immediately preceding period explains the perception of the HCM dimensions for the 

subsequent year. Likewise, this model is similar to the proposed by Shin & Konrad (2014) to 

measure the relationship between HCM systems and the productivity of Canadian firms for 

the period of 2001-2005.  

Figure 5. MODEL 5 
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An attempt to estimate the model using a pooled data structure did not achieve 

convergence for any of the proposed models. Among the possible reasons for this lack of 

convergence is the presence of a strong temporal autocorrelation component in outcome 

variables in the sample, an expected feature of the data given the slow rate of change of many 

of the economic and institutional measures involved. Since pooling data implies the 

separation of the temporal dimension of observations, a pooled data structure would assume 

time-related observations as independent. However, given the presence of temporal 

autocorrelation, these observations will be very similar across all dimensions, reducing 

variance in the data. This reduced variance has a negative effect in SEM estimation, as it 

affects the construction of the sample variance-covariance matrix, which will be different 

from the population variance-covariance matrix due to a lower sample variance compared to 

the population (true) measure. This difference between the sample and population variance-

covariance matrices affects the estimation procedure, requiring more iterations of the ML 

algorithm to reach an estimator. However, when the difference between the matrices is 

sufficiently large, iterated ML may fail to converge. An analogue may be inferred from 

ordinary least squares, where reduced variance in the data can lead to biased and inefficient 

estimators.  

Below we show the results for models 1 and 3 estimated for the year 2012, the results of 

the models for the years 2009, 2010 and 2011 are located in Annex 3 of this document. In 

contrast, the relationships obtained for models 2, 4 and 5 could not be estimated because the 

models did not converge or the range estimation matrix was incomple te. Finally, the models 

below were estimated using Stata 13. 
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Based on the proposed models and results analyzed previously, only the models one and 

three converged. 

Figure 4. Estimation Results of Model 1 

 

*p<0,1 **p<0,05 ***p<0,01 

Chi-Square=11,93   df=12   p-value=0,53 RMSE=0,124 CFI=0,66 TLI=0,36 AIC=1094,37 

According to the results of model number one we find that one of the dimensions of HCM 

practices has a statistically significant negative relationship with the states’ performance. 

There is a, significant negative relationship between employee perceptions regarding 

employment management and the performance of their provincial government. On the other 

hand, the other HCM dimensions do not present a statistically significant relationship with 

the states’ performance.  

This result may be due to states’ government employees that when responding present a 

social desirability bias, which indicates that employees answer the questions according to 

what the interviewer can considered to be good practices in HCM inside organizations. 

Similarly, according what mentioned by Grindle (2012) analyzing reforms of the civil service 

in Latin America and other developing countries, finds that introducing meritocratic models 

for the selection of public servants does not necessarily imply improvements in organizat ion 

performance. This is because these recruitment schemes are very rigid and stable, which 

makes demotivates and impedes their updating of their skills and competencies, resulting in 

a lower level of performance organization. 
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Figure 5. Estimation Results Model 3 

 

*p<0,1 **p<0,05 ***p<0,01 

Chi-Square=12,37 df=15 p-value=0,26 RMSE=0,09 CFI=0,97 TLI=0,93 AIC=1265,07 

In model number three we add trust as a mediating element between HCM practices and 

the states’ government performance. Since the point made by Gould-Williams (2014) and 

Katou & Budhwar (2012) trust can be understood as the perception that employees have from 

the fulfillment of promises do by the organization’s managers. In this way we measure the 

trust as the security that employees have in exposing irregular actions to managers and other 

senior staff of states’ governments. We find that employment management practices remain 

equally significant and have consistent results with model number one. In addition, it was 

not found that trust was a relevant element to explain the performance of departmenta l 

governments. The last result is explained because the statistical significance of the 

relationship between employment management and the states’ government performance 

remains equal. From this result, the estimated model breaks one of the conditions necessary 

to establish a mediating relationship, which implies a reduction in the strength of the 

relationship between the main variables, employment management and state government 

performance (Little et al, 2007).    

Moreover, a possible explanation of why by adding trust to the model, the negative 

relationship between employment management and organizational performance is that 

because states’ governments where recruitment schemes are made by meritocrat ic 

procedures, employees acquire a high level of employment stability. This stability may 
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transform employees into in indifferent agents to the actions taken by managers such as 

keeping their promises, insofar that regardless to their positive or negative, these employees 

will continue on their job. Similarly, given the neutrality of the employees towards the actions 

taken by their managers, it can be observed that the commitment level of these employees is 

stable and it will depend on factors other than trust. 

Similarly, the model shows a positive and statistically significant relationship between 

work planning and organizational climate management related to states’ performance. In 

spite of these results, the model violates one of the assumptions to set up a mediating 

relationship, because the two dimensions of HCM do not present a direct significant 

relationship with states’ government performance. According to Little et al (2007) to 

establish a mediation relationship it is necessary for the statistical significance between the 

independent and the dependent variable decrease when the mediating variable is introduced 

to the model. Therefore, the only statistically significant dimension of HCM affecting the 

states’ performance are employment management practices. 

These two results can be explained because trust can have contradictory effects on 

performance, depending on the person to whom it is referring. As suggested by Cho & 

Ringquist (2010) if we analyze the employees’ perception of trust on senior managers in the 

presence of constant changes of senior managers in short periods of time, there is a neutral 

effect on trust and better organizational performance. Conversely, when trust is referring to 

immediate managers, employees’ lower perception of trust in presence of constant changes 

of immediate managers in short periods of time is associated with lower quality of workers 

in the company, and thus lower levels of organizational performance. As a result of this 

situation, it will be necessary for future research to separate the employees’ perception 

regarding senior managers and immediate managers, our data do not permit to make this 

measure. 

Another possible explanation for why trust, understood as the perception of security by 

public employees to denounce irregular acts to their managers and authorities, is no 

significant in explaining organizational performance, is perhaps the conditions of Colombia’s 

public service that does not create channels to allow trust to become a key explanatory 

variable of performance. This explanation is based on facts, such as the tenure of civil 
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servants in departmental governments is long on average and, in Colombia, there is litt le 

chance of leaving the organization for reasons of low performance (Sanabria et al, 2014). 

Thus, trust will not necessarily become a key variable to explain performance in the context 

of politically appointed officials who stay in office for shorter periods of time vis-à-vis 

officials who are unlikely to be dismissed from job even in cases of poor performance. 

In a scenario of high employment stability and an impossibility of dismissing employees 

for poor performance on their job, there environmental traits can generate indifference among 

the employees toward the actions taken by their managers. This means that regardless of the 

fulfillment level on the promises made by managers and the actions taken to improve trust 

perception in employees, these employees will be neutral and thus not increase or decrease 

their commitment level to fulfilling their duties. This implies that neither trust will have a 

positive effect on the organization performance level like mentioned by Gould-Williams 

(2014) and Katou & Budhwar (2012). 

The previously detailed results may indicate that organizations with more aware and 

involved employees in recruitment, selection, staffing and dismissal processes present lower 

levels of performance, or at least reported worse indicators to the NPD, Ministry of Finance 

and Ministry of Health. This may be due to: (1) organizations that are more stringent in the 

process of hiring employees negatively affect the perception of employees about 

organizational performance. (2) Similar to results of model 1, organizations that do not follow 

selection processes based on merit, do not necessarily report lower levels of organizationa l 

performance.  

6. Discussion 

According to the results, the fact that HCM practices related to improving the employment 

management practices appear to be negatively related to the performance of departmenta l 

governments may be due to three different reasons. (1) Subnational governments with higher 

levels of performance are able to attract/socialize employees who can be more critical of the 

effective adoption of merit-based procedures for the selection of officials or who have higher 

expectations about the actual workings of the system for the matter. (2) Highly skilled 

workers in subnational governments may have a worst perception of organizationa l 

performance; because they may have a clearer perception of the true performance of the 
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organization. For the same token, the state governments with a greater proportion of less 

skilled workers could have a misaligned (inaccurate) perception of both the effectiveness of 

HCM practices and/or organizational performance (i.e. governments that do not comply with 

recruitment and selection procedures but are better able to provide information for the 

calculation of the NPD index of municipal performance). (3) Organizations that are more 

innovative and flexible tend to be less based on bureaucratic procedures. Given the low levels 

of implementation of merit-based procedures at the regional level in Colombia, those 

subnational governments with higher institutional capacity are more able to develop their 

own selection procedures, and have a more comprehensive view of HCM policies, 

developing high performance systems regardless of how the employees are recruited and 

selected. This might be consistent with Grindle (2012), who argued that consolidat ing 

civilian career systems in developed countries generates a trade-off between stability and 

neutrality against the ability of organizations to be more flexible, innovative and achieve 

compliance with the demands of society.  

Furthermore, according to the focus groups and interviews with public officials at the 

national and subnational levels of government, there might be three different circumstances 

for such a negative relationship. First, it may be possible that state governments that are 

constantly using transitional mechanisms to place employees in higher positions (known as 

“encargos” and “comisiones”), may generate many frustrations to employees that received 

this type of promotions because once the period of the “encargo” or “comision” ends, they 

should return to their original job. This implies that the employee returns to develop a lower 

ranking work position and lose the economic benefit acquired through the “encargo” or 

“comision”. Second, according to the employees’ perception, the regular selection processes 

made by the National Civil Service Commission (NCSC), are very slow and oftentimes the 

personnel selected through this process do not have the skills required to perform the job 

(Careaga, 2013a; 2013b; Sanabria et al, 2015). In addition, subnational government 

employees indicate that the employees responsible of administrating HCM in the states 

goverments must create programs to reduce the skills gaps of selected officials. Third, when 

states governments frequently applied processes such as “encargos” and “comisiones” can 

generate problems within their organizations because these generates a high employee 
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turnover, which leads that employees remain a very short period of time. Therefore, these 

employees do not acquire the knowledge and the skills necessary to perform well their jobs. 

On the other hand, as indicated by Gould -Williams (2014) and Katou & Budhwar (2012) 

the main reason why trust is an essential element to explain the relationship between HCM 

and development is because the improvements in the trust perception level of employees 

towards their managers tend to increase the commitment level of employees with their job 

and thus improve the organization performance. However, there are two possible 

explanations why this result does not appear in this study. First, employees mentioned that 

the dismissal process of official employees is overly cumbersome and complicated, because 

the performance evaluation process requires a great effort from the immediate superior in 

terms of evidence collection and monitoring. Secondly, employees also stand legal actions 

that usually end in a reinstatement of their jobs, which discourages job performance of other 

employees (Careaga, 2013a). For these reasons, employees consider that trust levels do not 

play an important role in the explanation of their organizations’ performance.  

However, some caveats must be made here. It is important to consider the limitations of 

municipal performance indexes, which are essentially built by self-produced reports provided 

by the subnational governments to the National Planning Department, the Treasury and 

Health ministries. In other words, it is possible that apparent improvements in organizationa l 

performance could be attributed to modifications of the information provided to nationa l 

entities by subnational governments in order to artificially improve their index scores in order 

to avoid potential penalties from regulatory national agencies. 

On the other hand, regarding why the other dimensions of HCM were not related to the 

performance of departmental governments may come from a possible consequence of what 

White and Bryson (2013) proposed, indicating that scant improvements in HCM practices on 

the organization does not have a significant effect on performance because the relationship 

between these variables is nonlinear. Therefore, only large investments on implementing 

practices in HCM will have an effect on employee attitudes and positive effects on 

organization’s performance. This may be the reason why, for instance, work planning is not 

significant in all estimated models. 
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Finally, it should be noticed that the results contradict the findings due by most of the 

research previously cited. This can result from the lack of clear knowledge of the employees 

about the implemented practices within the organization, by this way an erroneous 

assessment practices implementing HCM practices into departmental governments is 

generated. Additionally, as suggested by Vanhala & Stavrou (2013), it is necessary that 

performance measures of public organizations be built from understanding the nature and the 

role of these organizations, which must be done through a qualitative analysis (interviews, 

focus groups, etc.). Thus, by only measuring the state’s government fiscal performance they 

may stop value key functions of the organization which allows a comprehens ive 

measurement of organizational performance, 

Limitations 

One of the main limitations of the present study is that the data used to construct our 

dependent variables comes from self-reported information provided by states’ governments 

to the NPD, Treasury and Health ministries. In addition, independent variables of interest 

(HCM practices and perception of trust) were constructed from a survey due to employees of 

the 32 states governments’ called Environment and Institutional Performance Department 

(EDID) by the DNS. Limitations that may occur are: (1) using employee perceptions to create 

organizational performance indices and HCM practices can generate common source bias. 

(2) The information that is delivered to the DNS is self-reported and thus may have problems 

of measurement and objectivity. Additionally, the organizations can learn how the indices 

are constructed and report information that generates a higher score or display information 

so it ends up being favorable to the organization. (3) By adding the perception of employees 

to build states’ government indexes can bring measurement errors, because there may be a 

social desirability bias on responses from employees, implying correlations between 

perceptions since these are subject to the same dynamics within the organization. Thus 

creating these indices may lead to underestimating the standard errors and understanding bias 

in the response of employees. 

However, considering the sample size and its representativeness in terms of organizations, 

sectors, regions, etc. such issues are diminished. However, given the exploratory nature of 

this study, and taking into account the absence of other data sources to construct indices from 
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different databases, this can be considered a first step towards opening an empirical research 

agenda on this topic in Latin America.  

7. Conclusions 

This article aimed to respond how employees’ perception about HCM practices are related 

to the performance of departmental governments in Colombia? To answer this question, we 

used three indices by the NPD, Treasury and Health ministries in order to measure the states’ 

government performance. Additionally, we measured perceptions regarding HCM practices 

in subnational governments through national survey of public officials (the EDID), which is 

applied to employees working in the 32 state governments. We used those data to create the 

four indices that measure the dimensions of HCM practices proposed in the model by 

Sanabria et al (2014). 

The main conclusion of this work is that although we have no evidence of a significant 

relationship between employee perceptions regarding all dimensions of HCM on the 

performance of state governments, there are some interesting relationships in this case. 

Employee perceptions about employment management seem to have a statistically significant 

negative relationship with the overall performance of subnational governments. While 

perceptions regarding employment management practices show a statistically significant 

negative relationship with the performance of departmental governments, none of the other 

dimensions of HCM (work planning, organizational climate management and performance 

management) show a statistically significant relationship with states’ government 

performance. These results can be explained due to: 1) the critical and demanding attitude 

the employees can take when they are selected by meritocratic methods. 2) The employment 

turnover level and the appropriation of the job by the employees. 3) The bureaucratic 

pathologies that may occur due to high stability that have states governments’ employees.  

Some policy recommendations can be proposed according to these results. First, 

organizations that implement practices aimed to recruiting employees with better skills, 

should complement those actions with effective communication and socialization processes 

to ensure a greater level of adherence and acceptance by employees.  Second, since better 

skilled employees are more likely to expect better policies and practices regarding HCM, 

organizations that aimed to attract highly qualified individuals must make important efforts 
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to offer comprehensive HCM practices that allow recognition and promotion for high 

performers who expect reciprocity from their organizations. Third, since the practices in 

employment management appears as a key activity to improve organizational performance, 

those institutions that often use the legal mechanism of “encargos” and “comisiones” should 

create legal mechanisms that ties the employees for not less a year in order to ensure a 

satisfactory performance in the job. Fourth, it is recommendable to establish new legal 

mechanisms that allow states governments participate in the selection process of their 

employees, in order to make a more accurate assessment. Therefore, the organizations avoid 

the necessity of implementing programs to close gaps between the candidate and job profile.  

Thus in general terms, it appears that perceptions regarding employment management 

practices are key determinants of the general organizational performance of subnationa l 

governments in Colombia. Controlling by factors such as trust, and local government traits, 

we find systematic evidence that such activities are important for employees' judgments  

regarding the quality of HCM policy in public organizations. Additionally, since hiring 

candidates through meritocratic processes may involve having more critical employees, an 

annual ranking of state governments can be created in order to improve communication to 

employees about the quality of HCM practices process implementation in organizations. 

Later research might explore how such perceptions are formed and which practices inside 

each area of the HCM policy are more sensitive in the construction of public employees’ 

perceptions. 

Finally, given the results obtained in this investigation contradicted the findings of 

previous studies in other countries, it is considered that the main contribution lies in opening 

a research agenda for the analysis of HCM practices in Colombian public organizations. In 

addition, a methodology is proposed to examine the relationship between the practices of 

human resource management and the organization performance. Therefore, future research 

should promote the construction of a longitudinal survey to help to observe the effect of HCM 

practices on the performance of public organization in long term. 
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Annex 1:  Construction of indices to measure HCM practices  

Index Variable Question 

Work planning index 

C09D The permanent workforce was sufficient to carry out programmed tasks. 

C09E Public servants' profiles matched their assigned duties. 

H32A 

Do you know if in any of these accountability scenarios the organization provided information on the following topics: Goals and results 

of the organizational action plan? 

H32C 

Do you know if in any of these accountability scenarios the organization provided information on the following topics: Information about 

public employees and civil contractors? 

H32G 

Do you know if in any of these accountability scenarios the organization provided information on the following topics: Programming of 

actions and goals for the next fiscal year? 

I38A During 2012, do you consider that: The organization has activity planning tools? 

I38B During 2012, do you consider that: The organization planned the use of its resources (human, physical and financial) 

I38C During 2012, do you consider that: Your unit participated in planning for the organization projects? 

I38D During 2012, do you consider that: There was follow-up to plan execution? 

I38E During 2012, do you consider that: The organization goals were evaluated? 

I39D During 2012, do you consider that the organization institutional plans: Were socialized with the employees. 

I39A During 2012, do you consider that the organization institutional plans: Allowed an efficient management of budgetary resources. 

Employment 

Management index 

C08A The following are reasons to stay in the Province Government/Capital District: Work stability 

C08B The following are reasons to stay in the Province Government/Capital District: Possibilities for accumulating experience 

C08C The following are reasons to stay in the Province Government/Capital District: Training possibilities 

C08D The following are reasons to stay in the Province Government/Capital District: Social prestige 
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Index Variable Question 

C08E The following are reasons to stay in the Province Government/Capital District: Working hours 

C08F The following are reasons to stay in the Province Government/Capital District: Perspectives for promotion 

C08G The following are reasons to stay in the Province Government/Capital District: Earnings 

C08H The following are reasons to stay in the Province Government/Capital District: Incentives and workplace recognition 

C09A Public servants' duties were formally documented 

C09B Labor conflicts were settled through formal mechanisms 

C12A Selection processes for the filling of vacant positions of public servants: Promoted equality between contestants 

C12B Selection processes for the filling of vacant positions of public servants: Are notable for their transparency 

E22A 

During 2012, how effective has been each of the following strategies in preventing irregular acts in your organization?: Selection of 

public servants through the merit system 

G28B 

During 2012, how much has your organization performance improved with the implementation of the following strategies?: Selection of 

public servants through the merit system 

K49C 

During 2012, the Province Government /Capital District has been characterized by: Appointing the most qualified servants for the 

available posts 

organizational climate 

management index 

C05A During 2012, relationships between public servants were based on trust and respect, regardless of rank 

C05B During 2012, labor conflicts were settled through formal mechanisms 

C05C During 2012, the organization promoted teamwork and partnership 

E18A During 2012, servants' conduct was characterized by: Respecting and following rules 

E18B During 2012, servants' conduct was characterized by: Facilitating social control by citizens 

E18C During 2012, servants' conduct was characterized by: Safeguarding the correct use of public funds 

F25A During 2012, generally, the directives generated in the organization: Were timely communicated 
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Index Variable Question 

F25B During 2012, generally, the directives generated in the organization: Were easy to interpret 

F25C During 2012, generally, the directives generated in the organization: Were internally consistent 

F25D During 2012, generally, the directives generated in the organization: Were easy to implement 

F25E During 2012, generally, the directives generated in the organization: Led to the fulfilling of the organizational mission 

F25F During 2012, generally, the directives generated in the organization: Favored political interests 

F25G During 2012, generally, the directives generated in the organization: Favored familiar or personal interests 

H37G During 2012, how often have the following practices been present in your organization? Workplace harassment 

D13A During 2012, in the organization: Work supplies were sufficient to accomplish the designated tasks 

D13B During 2012, in the organization: Technological means were sufficient for the designated tasks 

D13C During 2012, in the organization: Work spaces were sufficient for the designated tasks 

Performance 

management index 

C07A During 2012: My work contributed to the organization’s strategic goals 

C07B During 2012: My work contributed to my personal growth 

C07C During 2012: My capacities have been tapped 

C07D During 2012: Designated tasks stimulated my capacity for innovation 

C07E During 2012: The work I carried out helped to provide society with a better service 

E19 Does your organization have a system for evaluating the performance of its employees? 

E20A 

During 2012, the implementation of employee performance evaluations: Had opportune and relevant planning by the Planning Office or 

Human Resources 

E20B During 2012, the implementation of employee performance evaluations: Was implemented according to existent rules 

E20C During 2012, the implementation of employee performance evaluations: Encouraged employees to improve in their jobs 

C06C During 2012, the managers: Encouraged personal and technical growth of their work teams 
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Index Variable Question 

H36D 

During 2012, for the organization performance evaluation, how much has the organization taken into account the following aspects?: The 

results of employees' performance review in the organization 

Organizational Trust 

index 

E23A How safe would you feel reporting an irregular practice to: The maximum authority within the organization 

E23B How safe would you feel reporting an irregular practice to: other directives 

E23C How safe would you feel reporting an irregular practice to: the immediate manager 

E23C How safe would you feel reporting an irregular practice to: the Internal Control manager 

E23E How safe would you feel reporting an irregular practice to: Human Resources manager 

E21A In your organization, you would report an irregular practice because: You trust the denunciation will be kept under reserve 

E21B In your organization, you would report an irregular practice because: You are sure corrective measures will be taken 

E21C In your organization, you would report an irregular practice because: You trust no retaliation will be taken against you 
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Annex 2:  

Table 3: Factor analysis Work Planning Index- 2012 

Factor Eigenvalue Difference Proportion Cumulative 

Factor1 3,35 0.89 0.89 0.52 

Factor2 2,45 1.48 0.38 0.91 

Factor3 0,97 0.59 0.15 1.06 

Factor4 0,37 0.28 0.06 1.12 

Factor5 0,09 0.12 0.02 1.13 

Factor6 -0,03 0.01 -0.01 1.13 

Factor7 -0,04 0.01 -0.06 1.12 

Factor8 -0,04 0.09 -0.01 1.11 

Factor9 -0,13 0.01 -0.02 1.09 

Factor10 -0,14 0.08 -0.02 1.07 

Factor11  -0,22 0.02 -0.03 1.04 

Factor12  -0,24 -0.24 -0.04 1 

LR test: independent vs. saturated:  chi2(66) = 4.1e+04 Prob>chi2 = 0.0000 
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Table 4: Factor analysis Employment Management Index - 2012 

Factor Eigenvalue Difference Proportion Cumulative 

Factor1 3,35 0.89 0.89 0.52 

Factor2 2,45 1.48 0.38 0.91 

Factor3 0,97 0.59 0.15 1.06 

Factor4 0,37 0.28 0.06 1.12 

Factor5 0,09 0.12 0.02 1.13 

Factor6 -0,03 0.01 -0.01 1.13 

Factor7 -0,04 0.01 -0.06 1.12 

Factor8 -0,04 0.09 -0.01 1.11 

Factor9 -0,13 0.01 -0.02 1.09 

Factor10 -0,14 0.08 -0.02 1.07 

Factor11  -0,22 0.02 -0.03 1.04 

Factor12  -0,24 -0.24 -0.04 1 

LR test: independent vs. saturated:  chi2(66) = 4.1e+04 Prob>chi2 
= 0.0000 

 

Table 5: Factor analysis Index of Organizational Climate Management - 2012 

Factor Eigenvalue Difference Proportion Cumulative 

Factor1 3.81519  2.60402 0.7119 0.7119 

Factor2 1.21116 0.45215 0.226 0.938 

Factor3 0.75901  0.3775 0.1416 1.0796 

Factor4 0.38151  0.14393 0.0712 1.1508 

Factor5 0.23758 0.15143 0.0443 1.1951 

Factor6 0.08615 0.01115 0.0161 1.21 

Factor7 0.07500 0.12573 0.014 1.2252 

Factor8 -0.05073 0.02281 -0.0095 1.2157 

Factor9 -0.07354 0.04293 -0.0137 1.202 
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Factor10 -0.11647 0.03817 -0.0217 1.1803 

Factor11 -0.15464 0.01403 -0.0289 1.1514 

Factor12 -0.16868 0.0299 -0.0315 1.1199 

Factor13  -0.19857 0.01199 -0.0371 1.0829 

Factor14 -0.21057 0.02306 -0.0393 1.0436 

Factor15  -0.23363  0 -0.0436 1 

LR test: independent vs. saturated: chi2(105) = 2.5e+04 Prob>chi2 = 0.0000 

 

Table 6: Factor analysis Performance Management Index - 2012 

Factor Eigenvalue Difference Proportion Cumulative 

Factor1 3.74194 1.50708 0.6508 0.6508 

Factor2 2.23486 1.86254 0.3887 1.0395 

Factor3 0.37232 0.26749 0.0648 1.1043 

Factor4 0.10482 0.13705 0.0182 1.1225 

Factor5 -0.03223 0.02415 -0.0056 1.1169 

Factor6 -0.05637 -0.05637 -0.0098 1.1071 

Factor7 -0.08406 0.01547 -0.0146 1.0925 

Factor8 -0.09953 0.01186 -0.0173 1.0752 

Factor9 -0.11140 0.03615 -0.0194 1.0558 

Factor10  -0.14755 0.02584 -0.0257 1.0302 

Factor11 -0.17339 0 -0.0302 1 

LR test: independent vs. saturated: chi2(105) = 2.5e+04 Prob>chi2 = 0.0000 
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Table 3: Descriptive Statistics for 2011 

Variable Obs Mean Std. Dev. Min Max 

Cronbach’s 

alpha 

Fiscal Performance Index 33 65,13 9,46 34,4 83,7  

Effectiveness Index 33 38,79 26,66 0 88,33  

Efficiency Index 33 59,65 8,44 46,41 98,15  

Management Capacity 

Index 33 65,24 5,7 49,71 73,8  

Work Planning Index 33 61,54 6,8 40,67 70,17  

Employment Management 

Index 33 65,24 5,7 49,71 73,8  

Organizational Climate 

Management Index 33 65,4 7,25 42,97 74,06  

Performance Management 

Index 33 69,15 7,51 42,76 79,12  

Trust Index 33 59,77 6,8 40,82 69,39  

GDP  33 18784,67 29968,08 160 152703  

GINI 24 0,52 0,03 0,46 0,57  

Poverty 24 196010,8 13854,12 168311,7 220510,4  

Homicide 33 29,8 0,03 0,46 0,57  

Displacement  33 574 752 0 2.405  
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Table 4: Descriptive Statistics for 2010 

Variable Obs Mean Std. Dev. Min Max 

Cronbach’s 

alpha 

Fiscal Performance Index 33 66,9 5,16 56,6 80,98  

Effectiveness Index 33 43,89 27,4 0 89,16  

Efficiency Index 33 46,04 12,65 21,46 98,31  

Management Capacity 

Index 33 70,96 16,7 32,76 97,23  

Work Planning Index 33 66,22 6,27 48,21 74,71  

Employment Management 

Index 33 65,2 5,07 54,49 74,02  

Organizational Climate 

Management Index 33 64,47 6,31 49,83 74,59  

Performance Management 

Index 33 71,51 4,74 60,67 80,5  

Trust Index 33 59,79 7,37 42,4 70,98  

GDP  33 16512,85 27224,58 141 140179  

GINI 24 0,53 0,04 0,45 0,61  

Poverty 24 45,53 14,54 15,4 64,9  

Homicide 33 35,62 22,95 0 95,83  

Displacement  33 606 747,26 1,36 2700,28  
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Table 5: Descriptive Statistics for 2009 

Variable Obs Mean Std. Dev. Min Max 

Cronbach’s 

alpha 

Fiscal Performance Index 33 59,4 4,63 49,59 73,87  

Effectiveness Index 33 40,63 25,67 0 85,23  

Efficiency Index 33 49,9 13,87 23,71 97,64  

Management Capacity 

Index 33 69,36 15,73 32,33 97,58  

Work Planning Index 33 62,43 6,53 39,12 72,93  

Employment Management 

Index 33 59,53 5,41 45,58 71,3  

Organizational Climate 

Management Index 33 63,41 5,89 44,57 74,11  

Performance Management 

Index 33 67,83 5,13 51,1 77,73  

Trust Index 33 59,98 4,94 47,82 68,41  

GDP  33 15292,33 25619,12 133 132129  

GINI 24 0,53 0,03 0,46 0,59  

Poverty 24 48,3 14,25 18,3 68,3  

Homicide 33 36,09 24,67 7,3 113,99  

Displacement  33 842,28 950,63 1,37 3612,46  
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Annex 3: Estimations for the years 2011, 2010 and 2009 for the models one and three. 

Figure 7. Estimation Results Model 1 (2011) 

 

*p<0,1 **p<0,05 ***p<0,01 

Chi-Square=15,31   df=13  p-value=0,29  RMSE=0,08 CFI=0,98 TLI=0,93 AIC=1722,76 

 

Figure 8. Estimation Results Model 1 (2010) 
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*p<0,1 **p<0,05 ***p<0,01 

Chi-Square=24,48   df=13  p-value=0,03  RMSE=0,16 CFI=0,85 TLI=0,75 AIC=1643,27 

 

Figure 9. Estimation Results Model 1 (2009) 
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*p<0,1 **p<0,05 ***p<0,01 

Chi-Square=20,08   df=12  p-value=0,07  RMSE=0,14 CFI=0,88 TLI=0,78 AIC=1634,35 

 

 

Figure 10. Estimation Results Model 3 (2011) 
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*p<0,1 **p<0,05 ***p<0,01 

Chi-Square= 24,3  df=16  p-value=0,08  RMSE=0,13 CFI=0,92 TLI=0,86 AIC=1893,98 

 

Figure 11. Estimation Results Model 3 (2010) 
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*p<0,1 **p<0,05 ***p<0,01 

Chi-Square=32,22   df=30  p-value=0,01  RMSE=0,18 CFI=0,89 TLI=0,78 AIC=1816,77 

 

Figure 12. Estimation Results Model 3 (2009) 
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*p<0,1 **p<0,05 ***p<0,01 

Chi-Square= 24,95  df=15  p-value=0,5  RMSE=0,14 CFI=0,91 TLI=0,83 AIC=1795,3 

 

 

 

  


