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Abstract 

 

Although research reveals a direct relationship between a company’s success and its commitment 

to management practices that treat its people as assets, trends in management practice are mov-

ing away from these principles. This study provides a sound business case confirming that the 

way a company manages its people is a real and enduring source of competitive advantage. 

Drawing on their practical experience, the surveyed CEOs agree that the seven management 

practices (selective hiring, extensive training, employment security, self-management teams and 

decentralization, comparatively high compensation contingent on organizational performance, 

reduction of status differences, and sharing information) suggested in this study are the way that 

companies should manage their people as their most important asset. However, there are differ-

ences in the ranking order of  management practices between CEOs and  Pffer and Veiga  (1999). 

 

 

1.  Introduction 

 

ver the past decade, several studies (e.g., Cascio, 1991; Arthur, 1994; Huselid, 1995; Delery & Doty, 

1996; Pfeffer, 1998; Hagen, Udeh, & Hassan, 2001) conducted within and across many  industries dem-

onstrate that  enormous economic returns were obtained through the implementation of high commitment 

management practices.  Furthermore, much of this research serves to validate earlier writing on participative manage-

ment and employee involvement. But even as these research results pile up, trends in actual management practice are, 

in many instances, moving in a direction exactly opposite to what this growing body of evidence prescribes.  Moreo-

ver, this disjuncture between knowledge and management practice is occurring at the same time that organizations, 

confronted with a very competitive environment, are frantically looking for some magic principle that will provide 

sustained success, at least over some reasonable period of time (Pfeffer, 1998).  

 

 Rather than putting their people first, Pfeffer and Veiga (1999) indicate that many organizations have sought 

solutions to competitive challenges in places and means that have not been very productive. Such organizations treat 

their businesses as portfolios of assets to be bought and sold in an effort to find the right competitive niche, downsiz-

ing and outsourcing in a risky attempt to shrink or transact their way to profit, and doing a myriad of other things that 

weaken or destroy their organizational culture in order to minimize labor costs. This study extends Pfeffer and Vei-

ga‟s (1999) study to provide a sound business case confirming that the way that an organization manages its human 

resources is a real and enduring source of competitive advantage. The study also examines American CEOs‟ percep-

tions toward seven practices that affect organizational success. 

 

 

 

 

O 
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____________________ 

Readers with comments or questions are encouraged to contact the authors via email. 

2.  Irrefutable Evidence 

 

 CEOs frequently say, “Don‟t just give me anecdotes specifically selected to make some point; show me the 

evidence!” Fortunately, there is a substantial and rapidly expanding body of evidence that speaks to the strong con-

nection between how firms manage their people and the economic results achieved. This evidence is drawn from stu-

dies of 5-year survival rates of initial public offerings; studies of profitability and stock price in large samples of 

companies from multiple industries; and detailed research on the automobile, apparel, semiconductor, steel manufac-

turing, oil refining, and service industries. It shows that substantial gains can be obtained by implementing high per-

formance management practices (Pfeffer, 1998). 

 

 According to an award-winning study of  high performance work practices of 968 firms representing all ma-

jor industries, a one standard deviation increase in the use of such practices is associated with a 7.05 percent de-

crease in turnover and, on a per employee basis, $27,044 more in sales and $18,641 and $3,814 more in market value 

and profits, respectively (Huselid, 1995). That is an $18,000 increase in stock market value per employee!  A subse-

quent study conducted on 702 firms in 1996 found even larger economic benefits: A one standard deviation im-

provement in the human resources system was associated with an increase in shareholder wealth of $41,000 per em-

ployee, about a 14 percent market value premium (Huselid & Becker, 1997). 

 

 These results are not unique to firms operating in the United States.  Similar results were obtained in a study 

of more than one hundred German companies operating in ten industrial sectors.  The study found a strong link be-

tween investing in employees and stock market performance. Companies place workers at the core of their strategies 

produce higher long-term returns to shareholders than their peers (Bilmes, Wetzker, & Xhonneux, 1997). 

 

 One of the clearest demonstrations of the causal effect of management practices on performance comes from 

a study of the five-year survival rates of 136 non-financial companies that initiated their public offering in the U.S. 

stock market in 1988. By 1993, only 60 percent of these companies were still in existence. The empirical analysis 

demonstrated that with other factors such as size, industry, and even profits statistically controlled, both the value the 

firm placed on human resources-such as whether the company cited employees as a source of competitive advantage-

and how the organization rewarded people-such as stock options for all employees and profit sharing-were signifi-

cantly related to the probability of survival.  Moreover, the results were substantively important. The difference in 

survival probability for firms one standard deviation above and one standard deviation below the mean (in the upper 

16 percent and the lower 16 percent of all firms in the sample) on valuing human resource was almost 20 percent.  

The difference in survival, depending on where the firm scored on rewards, was even more dramatic, with a difference 

in five-year survival probability of 42 percent between firms in the upper and lower tails of the distribution (Wel-

bourne & Andrews, 1996). 

 

 Scholars from different disciplines have suggested various conceptual frameworks as explanations for the 

links between human resource management (HRM) practices and organizational outcomes. For example, Pfeffer 

(1998) claimed that employee participation and empowerment job design (team-based production system, extensive 

employee training, performance-contingent incentive compensation, and others) are widely believed to improve the 

performances of organizations. Similarly, Huselid (1995) concluded that HRM practices affect turnover, productivity, 

and financial performance of organizations. According to Delery and Doty (1996), HRM practices have the most sig-

nificant effects on organizational outcomes such as productivity, turnover, and a firm‟s financial performance.  

 

 How can such substantial benefits in profit, quality, and productivity occur?  Essentially, these tremendous 

gains come about because high performance management practices provide a number of important sources for en-

hanced organizational performance. Simply put, people work harder because of the increased involvement and com-

mitment that comes from having more control and say in their work; people work smarter because they are encour-
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aged to build skills and competence; and people work more responsibly because more responsibility is placed in the 

hands of employees farther down the organizational hierarchy. These practices do not work because of some mystical 

process, but because they are grounded in sound social science principles that have been shown to be effective by a 

great deal of evidence  (Pfeffer & Veiga, 1999).  

3.  Suggested Management Practices 

 

 Hagen, Hassan, and Maghrabi (2002) concluded that not all HRM practices have the same effect on organi-

zational outcomes. The authors attested that while some HRM practices have a significant effect, others have a mar-

ginal effect. Based on related literature, personal observation, and experience, Pfeffer and Veiga (1999) developed a 

set of seven dimensions that seem to characterize most, if not all, of the systems producing profits through human re-

sources.  Each one of these practices is briefly summarized below. 

 

3.1.  Employment Security 

 

 Employment security has been emphasized as an important dimension by most researchers on the effects of 

high performance management systems (Dressler, 1999). In his cross-national review, Locke (1995) proposes  that 

innovations in work practices or other forms of worker-management cooperation or productivity improvement are not 

likely to be sustained over time when workers fear that by increasing productivity they will work themselves out of 

their jobs. Pfeffer and Veiga (1999) suggest that the idea of providing employment security in today‟s competitive 

world seems impossible and very much at odds with what most firms seem to be doing. 

 

 However, employment security is fundamental to the implementation of most other high performance man-

agement practices. For example, when General Motors wanted to implement new work arrangements in its innovative 

Saturn plant in the 1990s, it guaranteed its people job security, except in the most extreme circumstances.  When 

New United Motors Manufacturing firm was formed to operate the Fremont automobile assembly plant, it also of-

fered its people job security (Kelleher, 1997). 

 

 Assurance of job security has various benefits. One advantage to firms is the workers‟ free contribution of 

knowledge and their efforts to enhance productivity.  A second advantage is the decreased likelihood that they will 

lay off employees during downturns. The benefit from the second advantage to firms is as follows:  In the absence of 

a commitment to retain the work force (either through pledges about employment security or through employment ob-

ligations contractually negotiated with a union) firms may lay off employees too quickly and too readily at the first 

sign of financial difficulty.  This constitutes a cost for firms that have done a good job of selecting, training, and de-

veloping their workforce because layoffs put important strategic assets on the street for the competition to employ 

(Pfeffer & Veiga, 1999).  

 

 According to Southwest Airlines, one of its most important tools for building employee partnership is  job 

security and a stimulating work environment. Although there were times when Southwest could have made substan-

tially more profits in the short-term if the company had furloughed people, Southwest didn‟t. Southwest was looking 

at its employees‟ and its longer-term interests. In addition, providing job security imposes additional discipline on 

the company. If a company‟s goal is to avoid layoffs,  it hires very sparingly. As a result, Southwest Airlines‟ com-

mitment to job security has actually helped the company keep its labor force smaller and more productive than those 

of its competitors (Southwest Airlines, 1999).  

 

3.2.  Selective Hiring 

 

 Companies that are serious about obtaining profits through people will expend the effort required to ensure 

that they recruit the right people in the first place. Selective hiring requires several things (Pfeffer & Veiga, 1999).  

 

 First, the organization needs to have a large applicant pool from which to select. A good example is  South-
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west Airlines.  In 1993, the company received about 98,000 job applications, interviewed 16,000 people, and hired 

2,700.  In 1994, applications increased to more than 125,000 for 4,000 hires. While some organizations see 

processing this many job inquiries as an unnecessary expense, Southwest sees it as a necessary first step (Southwest 

Airlines, 1999). 

 

 

 Second, the organization needs to be clear about what are the most critical skills and attributes needed in its 

applicant pool.  At Southwest, applicants for flight attendant positions are evaluated on the basis of initiative, judg-

ment, adaptability, and ability to learn.  These attributes are assessed in part from interview questions that evoke spe-

cific instances of these attributes  (O‟Reilly, 1996).  

 

 Third, the skills and abilities sought need to be carefully considered and consistent with the particular job 

requirements and the organization‟s approach to its market.  For example, Enterprise Rent-A-Car is today‟s largest 

car rental company in the United States, and  has expanded at a rate between 25 and 30 percent a year for the past 11 

years.  It has grown by pursuing a high customer service strategy and emphasizing sales of rental car services to repair 

garage customers.  In a low-wage, often unionized, and seemingly low-employee-skill industry, virtually all of Enter-

prise‟s employees are college graduates. But these people are hired primarily for their sales skills and personality and 

their willingness to provide good service, not for their academic performance (O‟Reilly, 1996).   

 

 Fourth, organizations should screen primarily on important attributes that are difficult to change through 

training and should emphasize qualities that actually differentiate among those in the applicant pool.  For example, 

interviewers at PeopleSoft (a producer of human resource management software) ask very little about personal or 

academic background, except about learning experiences from school and work.  Rather, the interviews focused 

mostly on whether the applicant sees himself or herself as team-oriented or as an individual achiever. Moreover, the 

people interviewing the applicant present a consistent picture of the values that are shared among employees at Peop-

leSoft.  Such a selection process is more likely to produce cultural fit (O‟Reilly, Chatman, & Caldwell, 1991; Chat-

man, 1991). 

 

3.3.  Self-Managed Teams And Decentralization As Basic Elements Of Organizational Design 

 

 Systematic studies attest to the effectiveness of teams as a principle of organizational design. Team-based 

organizations also are largely successful in having all of the people in the firm feel accountable and responsible for 

the operation and success of the enterprise, not just a few people in senior management positions. This increased 

sense of responsibility stimulates more initiative and effort on the part of everyone involved.  In addition, teams per-

mit removal of layers of hierarchy and absorption of administrative tasks previously performed by specialists, avoid-

ing the enormous costs of having people whose sole job is to watch people who watch other people do the work (Far-

ren, 1999; Gregory, 1999). For example, the implementation of teams in Honeywell‟s defense avionics plant led to 

credits improvement, on-time delivery, from 59 percent in the late 1980s to 99 percent in the first quarter of 1996 

(The Wall Street Journal, 1996).  

 

 Whole Foods Market (a natural foods grocery store chain) also attributes much of its success to its team-

based organization.  Between 1991 and 1996, the company enjoyed sales growth of 864 percent and net income 

growth of 438 percent as it expanded, in part through acquisitions as well as through internal growth, from 10 to 68 

stores. The stores are organized into self-managing work teams that are responsible and accountable for their own 

performance (Whole Foods Market Inc., 1995 Annual Report). In addition, teams permit employees to pool their 

ideas to come up with better and more creative solutions to problems. For example, teams at Saturn and at Chrysler 

Corporation‟s Jefferson North plant, provide a framework in which workers more readily help one another and more 

freely share their production knowledge--the innumerable „tricks of the trade‟ that are vital in any manufacturing 

process (Shaiken, Lopez, & Mankita, 1997). 
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 Team-based organizations are not simply a made-only-in-America phenomenon. For example, Vancom Zu-

id-Limburg, a joint venture in the Netherlands, operates a public bus company. This company has enjoyed very rapid 

growth in ridership and has been able to win transport concessions by offering more services at the same price as its 

competitors. The key to this success lies in its use of self-managed teams and the consequent savings in management 

overhead. Vancom was able to win transport contracts mainly because of its very low overhead costs (Van Beusekom, 

1996). 
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3.4.  Comparatively High Compensation Contingent On Organizational Performance 

 

 It is often argued that high compensation is a consequence of organizational success, rather than its progeni-

tor, and that high compensation (compared with the average) is possible only in certain industries that either face less 

competition or have particularly highly educated employees. In fact, neither of these statements is correct.  Frequent-

ly, successful firms can afford to pay more, but high pay can also produce economic success (Lewis, Goodman, & 

Fandt, 2001). 

 

 Pathmark, a large grocery store chain in the eastern United States is an example.  In 1972, the company had 

about 90 days to live, and was in desperate financial situation. The new manager, who assumed leadership in 1972, 

discovered that 120 store managers in the chain were paid less than the butchers, who were unionized. He decided 

that the store managers were vital to the chain‟s success and its ability to accomplish a turnaround.  Consequently, he 

gave the store managers a substantial raise, about 40 to 50 percent. Subsequent success of the chain was attributed to 

improving performance instead of complaining about their pay (Pfeffer & Veiga, 1999). 

 

 The idea that only certain jobs or industries can or should pay high wages is belied by the example of many 

firms. Home Depot has been successful and profitable, and its stock price has shown exceptional returns. Even 

though the chain emphasizes everyday low pricing as an important part of its business strategy and operates in a high-

ly competitive environment, it pays its staff comparatively well for the retail industry, hires more experienced people 

with building industry experience, and expects its sales associates to provide a higher level of individual customer 

service (Pfeffer & Veiga, 1999). 

 

 Contingent compensation also figures prominently in most high performance work systems. Such compensa-

tion can take a number of different forms, including gain sharing, profit sharing, stock ownership, pay for skill, or 

various forms of individual or team incentives. Wal-Mart, AES Corporation, Southwest Airlines, Whole Foods Mar-

kets, Microsoft, and many other successful organizations encourage share ownership.  When employees are owners, 

they act and think like owners.  However, little evidence suggests that employee ownership, by itself, affects organi-

zational performance. Rather, employee ownership works best as part of a broader philosophy or culture that incor-

porates other practices. Merely putting in ownership schemes without providing training, information sharing, and 

delegation of responsibility will have little effect on performance.  Even if people are more motivated by their share 

ownership, they don‟t necessarily have the skills, information, or power to do anything with that motivation (Pfeffer 

& Veiga, 1999). 

 

3.5.  Extensive Training Programs And Development 

 

 Training is often seen as a frill in many U.S. organizations, something to be reduced to make profit aims in 

times of economic stringency. Studies of firms in the United States consistently provide evidence of inadequate levels 

of training. Even when there is training, it focuses on special skills rather than generalist competence and organiza-

tional culture. Although knowledge and skill are critical for organizational success, few organizations act on this in-

sight. Training is an essential component of high performance work systems because these systems rely on frontline 

employee skill and initiative to identify and resolve problems, to initiate changes in work methods, and to take re-

sponsibility for quality.  All of this requires a skilled and motivated work force that has the capability to perform the 

required tasks (Grossman & Mangus, 1989; Lawler, Mohrman, & Ledford, 1992). 

 

 Men‟s Wearhouse (an off-price specialty retailer of men‟s tailored business attire and accessories) discov-

ered that training can be a source of competitive advantage if it is wisely used.  Its 1995 annual report revealed that 

Men‟s Warehouse had achieved compounded annual growth rates in revenues and net earnings of 32 and 41 percent, 

respectively, and that the value of its stock had increased by approximately 400 percent. The company attributes its 

success to how it treats its people and particularly to the emphasis it has placed on training, an approach that sepa-

rates it from many of its competitors. The company built a 35,000 square foot training center in Fremont, California, 
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its headquarters. During the winter, experienced store personnel come back to headquarters in groups of about 30 for 

a three or four-day retraining program (Men‟s Wearhouse Annual report, 2001). 

 While training is an investment in the organization‟s staff, some firms emphasize training as a matter of faith 

and because of their belief in the connection between people and profits.  For example, Motorola does a poor job of 

measuring its return on training. Although the company has been mentioned as reporting a $3 return for every $1 in-

vested in training, an official from Motorola‟s training group said that the company did not know where these num-

bers came from and that the company is notoriously poor at evaluating its $170 million investment in training. How-

ever, the firm mandates forty hours of training per employee per year, and believes that the effects of training are both 

difficult to measure and expensive to evaluate.  Training is part and parcel of an overall management process and is 

evaluated in that light (Pfeffer & Veiga, 1999). 

 

3.6.  Reduction Of Status Differences 

 

 The fundamental premise of high performance management systems is that organizations perform at a higher 

level when they are able to tap the ideas, skill, and effort of all of their people.  In order to help make all organization 

members feel important and committed, most high commitment management systems attempt to reduce the status dif-

ferences that separate individuals and groups and cause some to feel less valued. This notion can be accomplished 

through the use of language and labels, physical space, dress, and substantively, in the reduction of the organiza-

tion‟s degree of wage inequality, particularly across levels (Dessler, 1999). 

 

 At the New United Motor Manufacturing firm, everyone wears the same colored smock; executive dining 

rooms and reserved parking don‟t exist. At Kingston Technology, a private firm manufacturing add-on memory mod-

ules for personal computers, the two cofounders sit in open cubicles and do not have private secretaries.  Status dif-

ferences are also reduced, and a sense of common fate developed, by limiting the difference in compensation between 

senior management and other employees (Pfeffer & Veiga, 1999).  

 

 When Southwest Airlines negotiated a five-year wage freeze with its pilots in exchange for stock options 

and occasional profitability bonuses, the CEO of Southwest, Herb Kelleher, agreed to freeze his annual base salary at 

$395,000 for four years from $500, 000 per year, including base and bonus.  Sam Walton, the founder and chairman 

of Wal-Mart, was one of the most underpaid CEOs in the United States. Kelleher and Walton were not poor; each 

owned stock in the company. Stock ownership was also encouraged for their employees. Having an executive‟s for-

tune rise and fall together with those of the other employees differs significantly from providing large bonuses and 

substantial salaries for executives even as the stock price languishes and people are being laid off (The Economist, 

1995). 

 

3.7.  Sharing Information 

 

 Information sharing is a basic and essential component of high performance work systems. The sharing of 

information on such things as financial performance, strategy, and operational measures conveys to the organization‟s 

people that they are trusted. The CEO of Whole Foods Markets demonstrated once, “ if the firm is trying to create a 

high-trust organization in which people are all-for-one and one-for-all, such a firm can‟t have secrets.”  Whole Foods 

Markets is another example. The firm shares detailed financial and performance information with every employee, in-

cluding individual salary information. Every Whole Foods store has a book that lists the previous year‟s salary and 

bonus of all 6,500 employees (Fisherman, 1996). 

 

 Even motivated and trained people cannot contribute to enhancing organizational performance if they don‟t 

have information on important dimensions of performance and training on how to use and interpret that information 

(Dessler, 1999). The famous case of Springfield ReManufacturing Corporation (SRC) is a good example that illu-

strates this assertion. On February 1, 1983, SRC was created when plant‟s management and employees purchased an 

old International Harvester plant in a financial transaction that consisted of about $100,000 in equity and $8.9 mil-
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lion in debt, which makes it one of the most leveraged of all buyouts. The plant manager at that time knew that if the 

plant was to succeed, all employees had to do their best, and had to share all their wisdom and ideas for enhancing 

the plant‟s performance. That manager came up with a system called “open-book management,” that has become so 

popular that SRC now makes money by running seminars on it (Pfeffer & Veiga, 1999). 

 When General Motors canceled an order in 1986 that represented about 40 percent of SRC‟s business for 

the coming year, the firm averted layoffs by providing its people with information on what had happened and letting 

them figure out how to grow the company and achieve the productivity improvements that would avoid layoffs.  SRC 

has since enjoyed tremendous financial success (Pfeffer & Veiga, 1999). 

 

4.  Research Methods 

 

Research methods used in this study included survey questionnaire, sample and data collection, and statis-

tical techniques. Each method was carried out according to the following procedures: 

 

5.  Survey Questionnaire  

 

The survey questionnaire was developed by the researchers of this study and included seven management 

practices and four barriers. The items and statements utilized in this survey were adapted from Pfeffer and Veiga‟s 

(1999) study. The first section of this survey included 29 statements measuring management practices that treat orga-

nizational human resources as the most valuable asset. The second section included demographic information (age, 

education, experience) and organizational variables (age, size, and type of industry).  

 

Statements were categorized under seven practices as follows: employee security (4 items), selective hiring 

(5 items), self management teams and decentralization (5 items), comparatively high compensation contingent on or-

ganizational performance (4 items), extensive training programs and development  (6 items), reduction of status dif-

ferences (2 items), and sharing information  (3 items). Each statement has a five-point Likert response format ranging 

from Astrongly disagree (1)@  to A strongly agree (5).@  The two scale points of  Astrongly disagree and disagree@  

were combined as the lower points. The two scale points of  Astrongly agree and agree@  were combined as the higher 

points. The scale points of  Aneither disagree nor agree@  were excluded from data analysis. An alpha coefficient of 

0.88 was obtained for the overall scale scores measuring the ranking order of the components measuring management 

practices and barriers.  

 

A pilot study was conducted to test the questionnaire=s construct validity. The split-half procedure was also 

used for the internal consistency measure of test reliability, which is obtained by dividing the items into halves and 

correlating the scores of these halves. The most common procedure is to obtain odd-even reliability by correlating the 

scores of odd-numbered and even-numbered test items. It was found that the utilized questionnaire is valid and relia-

ble. 

 

This survey elicited opinions from the participating CEOs who actually practiced some or all the suggested 

seven management practices in their organizational settings. Respondents were asked to assign the degree or the ex-

tent of their agreement or disagreement with each of the 29 concerning management practices. The final version of 

this questionnaire was modified by a confirmatory factor analysis (CFA) conducted to drop statements of factor load-

ing less than .50.  

 

6.  Sample And Data Collection 

 

The research sample consisted of 500 American CEOs randomly selected from a list of corporations 

throughout the United States. The sample was derived from a research project concerning strategic leadership practic-

es in this globalization era. CEOs of the participating corporations were mailed a cover letter requesting their partici-

pation, the survey questionnaire, a stamped return envelope, and a brief summary of the seven management practices 
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and the four barriers used in this study. Of the 500 mailed questionnaires, 112 (22.4%) were returned to the authors. 

Of the 112 returned questionnaires, 110  (reducing the response rate 22% fro 22.4%) of them were complete and us-

able. Of the 110 complete and usable questionnaires, there were 14 and 96 for female-male CEOs, respectively.  
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7.  Statistical Analysis 

 

 Statistical analysis in this study utilized the Statistical Package for Social Science (SPSS-X) to compute 

frequencies, means, percentages, and Chi-square. Because of the nominal grouping of the responses, contingency 

tables and Chi-square were used to test for the independence of the distributions. Confirmatory factor analysis was 

conducted to ensure that the participants were able to differentiate these items from each other. 

 

8.  The Results Of This Study 

 

 One of our goals was to investigate the factor structure of the scales by incorporating all scales of the seven 

management practices into a separate confirmatory factor analysis (CFA). The CFA conducted on data collected from 

the responding CEOs revealed that the measures of the seven management practices and their four barriers were dis-

tinguishable from one another. Due to the limited space, the CFAs are not reported in this study.  However, both 

CFAs can be obtained upon request from authors through their published e-mails. 

 

 The matrix correlation presented in Table 1 shows moderate correlations among included items. These cor-

relations indicate that the seven management practices are not completely independent. These correlations were ex-

pected because the items measuring the seven management practices are related. However, such moderate correlations 

were not considered a serious problem in previous research (e.g., Hagen, Udeh, and Hassan, 2001). 

 

 Table 2 presents the ranking order of the seven management practices, and the percentages of the responses 

of participating CEOs to these management practices. Data analysis in Table 2 shows an overwhelming majority of 

the responding CEOs revealing a general consensus that when it comes to managing human resources, organizations 

should not ignore readily available opportunities to improve and increase their organization‟s performance. 

 

 Table 2 also shows that CEOs have a different ranking order from that of Peffer and Veiga (1999).  Proba-

bly the decision of CEOs is attributed to the global economy and the new competitive landscape in the 21
st
 century. 

CEOs consider selective hiring, extensive training programs and development, employment security, comparatively 

high compensation contingent on organizational performance, self-management teams and decentralization, reduction 

of status differences, and sharing information as the way that an organization should manage its human resources as 

the most important asset.  

 

 

Table 1 

Correlation Matrix for the Responses of CEOs to Management Practices  

  

 

Management Practices    1 2 3 4 5 6 7 

  

 

1. Employment security 1.0 

2. Selective hiring .12* 1.0 

3. Self-management teams and decentralization  .04 .18* 1.0 

4. Comparatively high compensation contingent  

 on organization‟s performance  .15* .12* .22** 1.0 

5. Extensive training programs and development  .11 .28** .14* .21* 1.0 

6. Reduction of status differences  .15* .12* .22** .16* .09 1.0 

7. Sharing information  .12 .09 .14* .08 .07 .12* 1.0 

  

* P< .05 

** P< .01 
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Table 2 

Data Analysis for the Responses of CEOs to the Seven Management Practices  

  

 Ranking Ranking Strongly Neither Strongly 

Management Order by Order by Disagree & Agree nor Agree & Chi-  

Practices Pfeffer & CEOs Disagree Agree Agree Square 

 Veiga 

 (1999) 
  

1.  Employment security 1 3 5% 6% 89% 33** 

2.  Selective hiring 2 1 5% 2% 93% 43** 

3.  Self-management teams 

 and decentralization 3 5 6% 8% 86% 23* 

4.  Comparatively high  

 compensation contingent on 

 organization‟s performance 4 4 6% 6% 88% 28* 

5.  Extensive training programs 

 and development 5 2 7% 2% 91%  38* 

6.  Reduction of status 

 differences 6 6 7% 8% 85% 21* 

7.  Sharing information 7 7 8% 9% 83% 18* 

  

* P< .05 

**P < .01 
 

 

9.  Discussion 
 

 It is not surprising that the largest majority (93%) of the participating CEOs assigned the first rank to  

“selective hiring” because competition in the 21
st
 century‟s global economy demands a corporate focus on selective 

hiring. That is, to hire the right person for the right job. CEOs also acknowledge that their organizations need to have 

a large applicant pool from which to select, to be clear about the most critical skills, to match these skills with the re-

quired job and market, and to emphasize qualities that really differentiate among those in the applicant pool. 
 

 Ninety one percent of the CEOs assigned the second rank to “extensive training programs and development” 

requiring organizations to develop, exploit, and protect the intellectual capital in their organizations. They admit that 

this requirement can be achieved through extensive training programs and development. They consider extensive 

training programs a source of competitive advantage and an essential component of high performance work systems 

in their organization. Such training should be provided for employees in the job every few years or as needed. There 

should be formal training programs to teach new hires the skills they  need to perform their jobs.  

Finally, organizations should provide funded education, workshops, and conventions to develop required employees‟ 

skills. 
 

 Although the idea of providing “employment security” in the 21
st
 century seems impossible, eighty nine per-

cent assigned this concept the third rank because they still believe that employment security is a fundamental element 

for employees who expect to stay in their organizations as long as they wish. CEOs also attest to the fact that job se-

curity in most organizations is normally not guaranteed, particularly when organizations face economic problems. 

CEOs also indicate that despite the benefits of employment security, organizations may lay off employees too quick-

ly and too readily at the first sign of financial difficulty.  
 

 Eighty eight percent of these CEOs assigned “self-management teams and decentralization” the fourth rank 

for several reasons. A possible reason is that these CEOs believe that teams permit removal of layers of hierarchy and 

absorption of administrative tasks previously performed by specialists, saving costs of having people whose sole job  

is to watch  other people do the work. Furthermore, teams permit employees to pool their ideas to come up with bet-
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ter and more creative solutions to problems. Teams also provide a framework in which workers more readily help 

each other and more freely share their production knowledge. 

 Eighty six percent of the CEOs assigned the fifth rank to “comparatively high compensation contingent on 

organization‟s performance. They confirm that successful organizations can afford to pay more because high pay pro-

duces financial success. CEOs also accept a number of different forms of compensation such as  profit sharing, stock 

ownership, pay for skill, or various forms of individual or team incentives.  

 

When employees are owners, they act and think like owners. Employee ownership works best as a part of a 

broader culture that incorporates other practices. CEOs warn that just putting in ownership approaches without pro-

viding training, information sharing, and delegation of responsibility will have a marginal influence on performance. 

Even if employees are more motivated by their shared ownership, they do not necessarily have the skills, information, 

or power to do anything with that motivation. 

  

 Eighty five percent of these CEOs gave the sixth rank to “reduction of status differences among employees” 

in order to make all employees feel important. CEOs agree that reducing such differences can be achieved through 

the use of language and labels, physical space, dress, and reduction of the organization‟s degree of wage inequality, 

particularly across levels, especially between senior management and other employees. Literature reported role mod-

els who were pioneer in reducing status differences (e.g.,  Herb Kelleher and Sam Walton, etc.).  

  

 Finally, eighty three percent of CEOs gave the seventh rank to “sharing information” because they  view this 

management practice as a basic component of high performance work systems.  CEOs affirm that the sharing of in-

formation on such things as financial performance, strategy, and operational measures conveys to the organization‟s 

employees that they are trusted. Even motivated and trained people cannot contribute to enhancing organizational 

performance if they don‟t have information on important dimensions of performance and training on how to use and 

interpret that information. 

 

10.  Implications 

 

 Implementing and seeing results of the aforementioned practices takes time. It takes time to train and up-

grade workers‟ skills and even more time to see the economic benefits of this training in reduced turnover and en-

hanced performance. It takes time to share operating and financial information with people, and to be sure that they 

understand and know how to use it. Even more time is needed before suggestions and insights can improve business 

results. 

 

 The key to managing people in ways that lead to profits, productivity, innovation, and real organizational 

learning ultimately lies in the manager‟s perspective. When managers look at their people, do they see costs to be re-

duced?  Do they see recalcitrant employees prone to opportunism, shirking, and free riding, who can‟t be trusted and 

who need to be closely controlled through monitoring, reward, and sanctions?  Do they see people performing activi-

ties that can and should be contracted out to save labor costs?  Or, do they see intelligent, motivated, trustworthy in-

dividuals, the most critical and valuable strategic assets their organizations can have?  When they look at their people 

do they see them as the fundamental resources on which their success rests and the primary means of differentiating 

themselves from the competition? With the right perspective, anything is possible. With the wrong one, change ef-

forts and new programs become gimmicks, and no number of consultants, seminars, and slogans will help. 

  

11.  Conclusions 

 

 The economy will continue to be complex, challenging and filled with competitive opportunities and threats. 

Effective management practices can help firms compete successfully in this globalization era. Suggested management 

practices are the ways of how organizations should treat employees as their most valuable asset.  There should be bar-

riers and potential challenges encounter CEOs of organizations during the implementation of these management prac-
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tices.  
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12.  Recommendations for Future Research 

 

 Future research should expand this study to include potential barriers to these management practices. This 

study reported the perceptions of CEOs to these management practices. Future research should also include human 

resource managers and employees‟ perceptions to these practices. Are there similarities and/or differences in the per-

ceptions of the three groups to these management practices?  
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