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text of the emerging markets in Viet Nam. The study is conducted as an exploratory research project
which uses a quantitative approach to gain insight and information of the businesses in question.
The data was collected via a survey questionnaire derived from experts and focus groups. The find-

February 10, 2020 ings of this study indicated the significant role of organizational factors such as employee partici-
Keywords: pation and communication, demonstrating they were critical mediators in the given context. Upon
Performance Management Sys- completion of the research, we advanced the study of these factors that directly and indirectly affect
tems the success of PMS implementation throughout the empirical approach on Vietnamese firms.
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1. Introduction

In the new trend of management, the employee is the most critical asset of any organization (Tangen, 2004). All new entities
expect to improve their employees' productivity by triggering their proactive and initiative behaviors, empowering responsi-
bility for their professional development. To create a competitive environment and illustrate the fairness of appraisal, in recent
years, many organizations have been trying to implement new or improve their performance management systems (PMS).
Currently, the recent PMS literature has focused on the trend of implementing multidimensional PMS such as the Performance
pyramid (Lynch & Cross, 1991; Gupta & Kumar, 2013), the Balanced Scorecard (Kaplan & Norton, 1992), and the Perfor-
mance Prism System (Neely et al., 2001), rather than the traditional one, which only focuses on the financial perspective.
Besides this, there were only a limited number of empirical studies examining the direct effect of those trends on PMS.
Nevertheless, the results from previous studies also indicated that the existing relationship between those contingency factors
of multidimensional PMS and performance, such as the Balanced scorecard, was positive. In other words, unless the specific
objectives of a firm were archived, such as employee performance and assessment with high accurate measurement or devel-
opment in the employee’s personal skills, then those factors of implementing multidimensional PMS would remain unseen.
In addition, according to Farashahi et al. (2005), over the last twenty years, 95% of empirical research grounded in institutional
theory focused on developed countries rather than developing countries. As a result, there is a limited number of structural
studies on institutional effects and changes in emerging countries although many of these countries offer a highly dynamic
environment which is a good testing ground for a new theory, techniques, and concepts of business and management (Pacek
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& Thorniley, 2004). Due to the differences in working style, culture and development pace, some scholars doubt the feasibility
of implementing existing Western management practices in emerging markets. Therefore, our research will attempt to provide
businesses with empirical findings of what factors are influencing the effectiveness of PMS. From the results, this study will
make some suggestions for business owners or boards of management to successfully implement new PMS or to improve the
current one at their organization. This study was mainly conducted in the Ho Chi Minh Power Corporation (EVNHCMC) as
well as 21 small-medium enterprises in Vietnam to obtain an understanding of management, and employees' perceptions about
the implementation of PMS. Based on this feedback, the research can generalize the costs and benefits of applying PMS and
suggest appropriate approaches to improve current systems.

2. Literature review

2.1. Performance Management System (PMS)

PMS is an integrated set of planning and review procedures which cascade down from the organization’s strategy into indi-
vidual objectives (Smith & Goddard, 2002; Ochoti et al., 2012; Taylor & Taylor, 2014). According to the summary of Hudson
et al. (2001), there are 7 key aspects of procedures that mangers should consider while applying PMS in management, such
as whether or not the procedure is derived from strategy, clearly defined with an explicit purpose, relevant and easy to main-
tain, simple to understand and use, provide fast and accurate feedback, link operations to strategic goals, and stimulate con-
tinuous improvement. In an organization, performance management is the most crucial process to attain a competitive ad-
vantage. Through PMS, an organization can communicate the vision and strategy to their employees effectively (Kaplan &
Norton, 1996). According to Lawson et al. (2003), more than two-thirds of 150 organizations agree that PMS helps employees
become more aware of the company’s strategy and business goals. PMS are also the most useful tools to align strategic
objectives with operational improvements. In addition, an effective PMS helps remove the deficiencies that were found in
previous systems. Business performance can be improved through PMS (Armstrong, 2006; Parmenter, 2015).

2.2. Multidimensional performance management measures (MPM)

Multidimensional measures enable organizations to have the overall strategic pictures which help managers know what needs
improving (Ittner et al., 2003) and how to implement these initiatives (Stede et al., 2006). Therefore, a combination of leading
and lagging indicators of the BSC approach is a useful way to enable management. According to Stede et al. (2006), the
performance of an organization which extensively uses objective and subjective non-financial measures are found to be better
than others. The use of the Balanced Scorecard (BSC) has been widely studied across different companies, industries and
countries with different findings. Some researchers have proved the positive outcomes of applying the BSC. These studies
have shown that the corporate strategy can be effectively aligned (Crabtree & DeBusk, 2008; Braam & Nijssen, 2004). BSC
can lead to better satisfaction of the organization implementing PMS (Ittner et al., 2003). BSC is a useful tool to assess the
strategy of the organization (Malina & Selto, 2001). However, there are still disturbing findings that the outcomes of using
the BSC is not always positive. Many firms have experienced failure during the implementation process and also believed
that the long-term results would have not been realized (Niebecker et al., 2008). Fewer than 20% of companies utilizing the
BSC have realized measurable performance improvement (Williams, 2004). Buytendijk (2007) proposes that the perception
that implementation of a BSC, in and of itself, will lead to organizational alignment is a "fairytale." Therefore, this study also
aims to find the association between the BSC — a representative for multidimensional performance measures, and the effec-
tiveness of the overall PMS. All of these studies have led to this first hypothesis:

H; — The use of multidimensional performance measures has a positive impact on the effectiveness of the PMS.
2.3. Organizational factor

2.3.1. Employee participation (EMP)

The new management trend is empowerment. Managers have to give subordinates more space to develop ideas, execute plans,
and be responsible for what they have done. Currently, there are many studies about such trends and their benefits (Morrell
& Wilkinson, 2002; Koberg et al., 1999; Chiles & Zorn, 1995; Pun et al., 2002; Wimalasiri & Kouzmin, 2000). Kleingeld et
al. (2004) found that the higher the improvement in performance, the greater the level of involvement the employees had. To
achieve the improvement, managers have to combine two mechanisms: cognitive (communication, utilization of knowledge
and understanding) and motivational (resistance to change, commitment, acceptance goals, and feedback). To achieve better
results, the employees at the bottom of the organizational chart also need to participate in the implementation process. They
may not contribute much in the developing process, but the participation helps them understand that certain tasks cannot be
done by others, except only themselves. In addition, giving chances to employees to express their ideas, are also good initia-
tives of management and allow them to have a better understanding about employees’ concerns. This information is beneficial
for managers when making decisions.

H, — Employee participation has a positive impact on the effectiveness of the PMS.
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2.3.2. Communication (COMM)

Assafand Agbola (2011) have identified that the effectiveness of communication within the system is a critical factor affecting
the successful implementation of PMS. Supporting for these findings, Elliott (2011) emphasized that communication plays a
vital role in any aspect of a business. Ineffective communication will lead to employee frustration and become a source of
conflict. In contrast, effective communication will provide a clear understanding of company demands and employee expec-
tations. Effective communication, then creates motivation for the staff and consequently increases customer loyalty and finally
profits. Transparent and timely communication of performance expectations is a critical factor leading to the effectiveness of
PMS in any organization. Similarly, providing continuous and contributive feedback is an integral part of communication.

H; — Communication has a positive impact on the effectiveness of the PMS

2.4. The mediating relationship between MPM and PMS

According to Meekings (1995), successful implementation of PMS is determined less by setting the right measures but more
by implementing and using the measures. Thereby, the involvement of not only employees, but also the management team to
use these measures are critical factors leading to the success of the effectiveness of PMS (Franco & Bourne, 2005; Chan &
Chan, 2004; Bourne et al., 2002; Dees et al., 2002; Kennerley & Neely, 2002). Apparently, the effectiveness of PMS was
dependent upon the organization consecutively developing and involving equivalently the self-renovation of all management
levels from the top to bottom. Hence, a change in management is the most important and challenging process for any organi-
zations. People only accept new changes whenever they understand the purpose and benefits of implementing the reforms. In
other words, unless managers and employees communicate in one voice for the final objectives and visions, they are unlikely
to commit or comprehend the process (Bourn, 2005; Chan & Chan, 2004; Dees et al., 2002).

Therefore, the hypotheses are proposed as following:

H, — Employee participation and Communication mediate the relationship between MPM and PMS.
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Fig. 1. Conceptual model
3. Methodology

3.1. Research design and data collection

There are several different techniques that can be employed and combined to collect data. Similarly, in this research, the
insight collected from experts: board of directors, implementation team, and other heads of departments are significant. There-
fore, in-depth interviews are conducted to receive feedback and insight for evaluating these top managers. For the quantitative
method, this is the primary method to get the results from collecting data by conducting the survey. Data will be transformed
into the final parameters for analysis by SPSS test and AMOS. According to Abimbola et al. (2010), the study employed the
seven-point Likert scales to conduct the measurement scales in the questionnaire.

3.2. Data collection and analysis
3.2.1. Data collection

Hair (1998) suggested that “the numbers of collected data should be more than five times the numbers of observed variables.”
This determines that the minimum sample size is “N > 5 multiply X” (N is sample size; X is the total number of observed).
Statistics for sample measurement in this study must own at least 180 respondents. Consequently, researchers estimated a 250
sample size required for this study.
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3.2.2. Data analysis

First and foremost, reliability tests desire to confirm or examine the consistency among various items in one concept by
looking at Cronbach’s alpha values ranging from 0.7 to above. Then came the EFA technique which in this process, the
researcher can image the observed variables that lie on a structure and confirm which variable is out of the concept. For
conducting factor analysis, these standards must fulfill following:

o Kaiser-Meyer-Olkin (KMO) must equal or exceed 0.6 (Pallant, 2005)
o Total Variance Explained cumulative must beyond 50% for all extracted factors (Gerbing & Anderson, 1998)
o Factor loading must be from minimum at 0.3 to maximum at 0.5 (Hair et al., 1998; Byrne, 2001)

After conducting validity and reliability tests, the Confirmatory factor analysis (CFA) was applied to examine the model fit
in this study. To run the CFA test, we first must have the results of the EFA, then the researcher takes the structure explored
by the pattern matrix of EFA to CFA to verify this structure again and create the model fit among these factors. In short,
“EFA explains how the theoretical specifications of the factors meets the original data” (Hair et al., 2010).

To get model fit, researchers will analyze these values such as CMIN/df, CFI, GFI, TLI, AGFI, RMR, and RMSEA. After
CFA, Structural Equation Modeling (SEM) is used to investigate the relationship between independent factors and dependent
factors and points out the direct or indirect influences if there are any to be observed of the relation among constructs. Fur-
thermore, the fitness model needs satisfied with these Criteria CMIN/df, CFI, GFI, TLI, AGFI, RMR, RMSEA, and HOLTER
as same as EFA criteria

4. Findings
4.1. Reliability and Validity Test
Table 1
Reliability and Validity measurement
VARIABLE ITEMS EFA LOADINGS CFA LOADINGS MEAN SD CRONBACH’S
ALPHA (A)
MPM MPM2 0.722 0.74 4.794 0.047 0.78
MPM3 0.75 0.64
MPM4 0.73 0.76
MPMS5 0.62 0.48
COMM COMMI1 0.62 0.61 4.755 0.02 0.732
COMM2 0.45 0.57
COMM3 0.65 0.51
COMM4 0.73 0.66
COMMS 0.78 0.62
EMP EMP1 0.73 0.73 4.79 0.007 0.742
EMP2 0.67 0.55
EMP3 0.68 0.73
PMS PMS1 0.6 0.77 4.93 0.003 0.714
PMS2 0.742 0.66
PMS3 0.727 0.7
INSTRUMENT TOTAL \ KMO 0.89 p<0.000

According to Table 1, the reliability test observes all constructs individually, as a result, all Cronbach's Alpha is higher than
0.8, and all the values of corrected item-total correlation is beyond 0.5. Totally, all scales of construct have an internal coef-
ficient at elevated levels. In addition, the KMO index is 9.39, greater than 0.6 and the Bartlett’s test is lower than 0.05 which
led to the conclusion of meeting the requirement in validity of data.

Table 2
Discriminant validity test

CR AVE MSV Max r

MPM 0.83 0.567 0.130 0.360
COMM 0.82 0.500 0.434 0.659
EMP 0.840 0.569 0.44 0.659
PMS 0.82 0.695 0.130 0.360

Note: CR > 0.7; AVE > 0.5; MSV <AVE; VAVE > Max r, VAVE

The study conducts tests of convergent and discriminant validity. Indicators, in regards to CR (Composite Reliability) and
AVE (Average Variance Extracted), are the components of the extent to which particular variables share a high ratio of
common variance. As a result, in table I, CR demonstrates the value greater than 0.8 and AVE is greater than 0.5, therefore,
they serve the criteria of convergence among variables (Anderson & Gerbing, 1988; Fornell & Larcker, 1981). Otherwise,
there are several measures contributing to justify the validity and reliability such as MSV (maximum shared variance), and
MaxR (maximum reliability). According to Fornell and Larcker, the value of MSV should be lower than AVE, obviously, the
result in table 2 indicates the requirements of validity and reliability are served.
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4.2. Model fit and Mediating Test

Table 3
Model fit indices of measurement model
Indices Criteria Model CFA
y/df <3 1.63 1.62
GFI >0.8 0.94 0.94
CFI >0.9 0.91 091
TLI > 0.9 0.95 0.95
RMSEA <0.08 0.045 0.045

Table 3 indicated that model fit indices of model and CFA had served all the criteria accordingly to the given threshold.

Table 4
Mediating test result
Step Predictor Mediator Outcome Std. B Mediation of Organizational factors
1 MPM No PMS 0.272 NS Possible
2 EMP No PMS 0.209* Possible
3 COMM No PMS 0.358%** Possible
4 MPM EMP and COMM PMS 0.209* Occurred & Accepted
0.317**
0.206 NS

In Table 4, the hypotheses 2, 3 and 4 are accepted, which prompts us to recognize the existence of a relationship among MPM,
EMP, COMM and PMS. Narratively, organizational factors had a significant effect on the effectiveness of performance man-
agement systems and its measurement components, eventually, they proved that the mediation approach had been obvious in
this case.

4. Conclusion

The main purpose of this research was to define the role of organizational factors on the effectiveness of current PMS in Viet
Nam’s context. Before going through these factors, research also collected the understanding of all levels of management in
each firm regarding what a good PMS is and whether their current PMS is effective. To get the answers for the aims of the
research, 4 hypotheses have been developed and tested to define the critical factors associated with the success of PMS im-
plementation. After testing, three hypotheses have been accepted, and 1 other was failed to prove the significant impact. A
good PMS need to clarify jobs, functions, and responsibilities; this is a must to have a practical and applicable engagement
process regarding communication and employee participation to get them to understand and follow the directions of the or-
ganization. Therefore, corporations, especially leaders or deployment teams should create many creative approaches to com-
municate the right messages to all personnel in order to deliver basic knowledge about the nature and benefits of performance
management systems for themselves, their departments, their organizations. For high level of management, there are ap-
proaches for Boards of Directors to change the current status and ensure better results for deploying PMS that:

o Develop a creative communication plan with various methods to improve the awareness of employees. Directors of
subsidiaries can create internal seminars or meetings to explain the questions of employees in all levels in coordina-
tion with consultants to help them release all worries and stresses.
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