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HOW DOES WORK ENGAGEMENT
MEDIATE THE ASSOCIATION
BETWEEN HUMAN RESOURCES
MANAGEMENT AND
ORGANIZATIONAL PERFORMANCE?

Abstract

The aim of this paper is to understand how workers” perceptions and behaviors contrib-
ute to understanding the association between human resources management (HRM)
and organizational performance (OP). Over the past few decades, theory construc-
tion has lagged the intermediate linkages between HRM and OP, and, therefore, there
are still many unanswered questions with regards to such an association. To sustain
the HRM-OP link, the authors highlight the potential influence of employees’ work
engagement (WE), with the aim of exploring some of the intermediating variables,
focusing on the perceptions of employees’ attitudes and behaviors. This research em-
phasizes that line managers have a crucial role to play in stimulating employees’ ef-
forts and in shaping HR-related outcomes. Line managers act as crucial intermediaries
in determining how HR policies that lead to OP can be designed and administered.
Nevertheless, line managers have the capability to disrupt or stimulate the system,
which has a significant impact on employees’ engagement with the organization. The
empirical research is based on a sample of 1,609 employees and 40 organizations and
was carried out in two settings. Results suggest that line managers and employees’ per-
ceptions of HR policies were positively related to line managers’ perceptions of OP. The
results also support a path model, whereby WE strengthens HR systems’ association
with enhanced levels of OP. The discussion reviews the implications of these results
and suggests future directions for research.

Keywords HRM-performance linkage, line managers, perceptions,
suppression, work engagement

JEL Classification M12

INTRODUCTION

As a result of rapid changes and new trends in the business environ-
ment, the business world has been facing challenges and demands at
a fast pace. Traditional sources of competitive advantage are neces-
sary but are not sufficient (Savaneviciene & Stankeviciute, 2012a). As
a result, research needs to explore new approaches to management
and new social dynamics and ways to manage people, as well as to
understand how these factors contribute to building and maintaining
competitiveness (Gongalves & Neves, 2012). Human resource man-
agement (HRM) represents a key organizational function to achieve
competitive advantage (Boudreau & Ramstad, 1998), and its contribu-
tion to the overall organizational performance (OP) is increasingly ac-
knowledged (Budhwar, 2000). This has led the researchers to look into
those HR practices that are associated with OP (e.g., MacDulffie, 1995;
Gooderham, Parry, & Ringdal, 2008), as well as other dimensions in
the HRM system that are linked with performance, such as the HR
process (e.g., Sanders, Shipton, & Gomes, 2014), HRM strength “as
part of building theoretical rationales” (e.g., Ostroff & Bowen, 2016,
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pp- 197), or even attributions made of practices (Nishii, Lepak, & Schneider, 2008). In sum, the gener-
al view is that the way people are managed can make a difference (Colakoglu, Lepak, & Hong, 2006;
Adeniji, Osibanjo, Omotayo, & Abiodun, 2013). Consequently, the current research aims at investigating
the relationship between employee-manager perceptions. This study clarifies the gap of employees” work
engagement and its relationship to managers’ perception of performance. Additionally, results suggest
that line managers are responsible for enhancing employees’ work engagement, and this has an impact
on performance.

Despite this growing evidence of the positive influence of HRM on OP, there are still many unan-
swered questions with regard to such an association (Purcell, Kinnie, Hutchinson, Rayton, & Swart,
2003). Some researchers have proposed that HR policies are associated with employees’ outcomes (EO)
through their influence on employee attitudes and behaviors (e.g., Huselid, 1995; Wright, McCormick,
Sherman, & McMahon, 1999; Wright, McMahan, & McWilliams, 1994), however, this chain still needs
to be empirically supported and explained.

The above association, and indeed the whole research stream is made more difficult by a single fact that
has only recently been recognized: the role of employees has been largely neglected, which is quite sur-
prising, as employees are the usual target of most HR policies and practices. Delmotte (2008, p. 107)
captures this gap, when he says that “each employee makes his own construction of reality”, which
means that the content of HRM intentions are probably perceived differently by employees. Therefore,
within the same HR policies and practices, different employees will have distinct perceptions of reality,
and consequently will exhibit heterogeneity in behaviors and results. This new trend has less to do with
denying the role of HR policies and practices, but is more about recognizing that human beings are ac-
tive players in organizations, and, hence, variety in behaviors and performances are bound to happen
everywhere, the whole time.

An ambitious challenge is also to expose the “way”, i.e., which HR policies influence OP? Delmotte’s
quote points to the need to pay attention to the active role played by employees with regards, to the indi-
vidual and social construction processes within organizations, including the way HR policies influence
OP. Savaneviciene and Stankeviciute (2012b) had already alerted to the intervening variables that com-
pose the “black box” in HRM, and subsequently researchers have been proposing various mediation
variables in the HRM-OP linkage (Becker, Huselid, Pickus, & Sprat, 1997; Guest, 1997; Purcell, Kinnie,
Hutchinson, Rayton, & Swart, 2003; Wright & Nishii, 2006). Some of the previous studies have provid-
ed the stepping off point for future developments, focused on the role of line managers. Line managers
play an important role in determining the actual form that HR policies take in practice, which is likely
to influence OP (Currie & Procter, 2005). Therefore, line managers become part of the system, with
impact on the increase of performance (Hutchinson & Purcell, 2003). Furthermore, the way employees’
attitudes are shaped is the key issue of all HRM and performance linkage models, and there has been a
dearth of research evidence based on employees’ responses to HR (Macky & Boxall, 2007).

The current research focuses not only on the HRM content, but also on HR practices, as it assumes
that a variety of HR practices interact to shape employees’ attitudes (Sanders, Dorenbosch, & Reuver,
2008). Furthermore, this research also explores how employees contribute to the HRM-OP relationship
(Sanders, Shipton, & Gomes, 2014). This means that HRM is not only about the content of what is con-
veyed to employees, but it is also about how such content is conveyed to them, as employees’ attribution
and sense-making processes are affected by the means (especially line managers) used to communicate
organizational messages (Kelley, 1973; Weick, 1979). This raises the problem of the match between line
managers’ views of HRM, and the corresponding views of their employees about the same object. This
problem is largely unexplored, and, hence, the main goal of this paper is to analyze the relationship be-
tween, on the one hand, the differences in employees’/line managers’” perceptions of HRM, and, on the
other hand, employees’ attitudes, behaviors, and performance.
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This paper is comprised of five sections. The first section reviews the main literature, the key variables,
and presents a set of hypotheses. The second part explains the model, as well as the constructs. The
third section presents the method, including the data-collecting instruments and analysis procedures.
The fourth section presents the results, and the final discusses the results and implications for practice,
identifies the limitations, and presents suggestions for future studies.

1. THEORETICAL
BACKGROUND
AND HYPOTHESES

Early theorists writing about HRM have proposed
that people have a basic need to understand be-
haviors and their main causes (Heider, 1958).
Therefore, to understand what makes interaction
meaningful, one needs to provide and relate ac-
tions to subsequent behaviors and attitudes (Kelley
& Michela, 1980). The lack of explanation about
how and why HRM influences OP is highlighted
as being a critical limitation (Hutchinson, 2013),
and it has been labelled by many as the “black box”
of HRM.

Searching inside the “black box” requires specify-
ing the HR causal chain (Purcell & Kinnie, 2007).
In recent years, a number of theories have been
put forward to explain the process by which HRM
impacts on performance (e.g., Becker, Huselid,
Pickus, & Spratt, 1997; Guest, 1997; Appelbaum,
Bailey, Berg, & Kalleberg, 2000; Bowen & Ostroff,
2004; Wright & Nishii, 2004; Boxall & Macky,
2009; Nishii, Lepak, & Schneider, 2008; Paauwe
& Richardson, 1997). The effectiveness of practic-
es, e.g., the daily enactment of HR philosophies is
more important than the occurrence of HR pol-
icies (Schuler, 1992), e.g., formal statements of
an organization’s intent, which serve to directly
and partially constrain employees’ behavior and
their relationship with their employer and their
influence on employees’ behaviors and attitudes
(Hutchinson, 2013). According to Becker, Huselid,
Pinckus, and Spratt (1997), HR policies influence
the behaviors of employees, which are accordingly
reflected in the performance of operational, finan-
cial, and share price outcomes. In this way, to un-
derstand “the relationship between HR practices
and employee outcomes, it is critical to draw log-
ical inferences concerning the HR-performance
causal chain as a whole” (Kehoe & Wright, 2013,
p- 369). But these are only inferences, which means

that much is still left unexplained regarding how
such connections unfold. The problem is ampli-
fied by the fact that employees’ attitudinal and be-
havioral responses to a HR system largely depend
on employees’ perceptions of HR.

To understand this unresolved mystery (Gerhart,
2005), research needs to: i) elaborate on more pre-
cise mechanisms; ii) theorize deeply about HR
policies; and iii) explore linkages with outcomes
(Guest, 1997; Savaneviciene & Stankeviciute,
2012a).

Following such plea, several theoretical frame-
works have contributed to advance further knowl-
edge about the HRM-OP link. For example,
Boselie, Dietz, and Boon (2005) suggested that
two of the most important theories are the re-
source-based view (RBV) and the ability, motiva-
tion, and opportunity to perform (AMO). While
the former has mainly focused on the internal
conditions that companies use to foster their com-
petitive advantage, the latter (Appelbaum, Bailey,
Berg, & Kalleberg, 2000) has provided a strong
framework for understanding the HRM-OP link.

Just as important as the ability, motivation, and
opportunity provided to employees is the focus
on their perceptions. From this basic premise,
scholars begin to explore attributes about “why”
these practices were implemented in the first place
(Nishii, Lepak, & Schneider, 2008) and how they
convey employee’s expectations to line managers.
In fact, employees modify their behaviors because
of their calculation of anticipated outcomes (Chen
& Fang, 2008). This calls attention to employees’
perceptions in work settings, and it is now the
time to highlight the importance of line managers
in the HRM-OP linkage, as they may provide dif-
ferent experiences for employees, i.e., by shaping
different affective HR reactions, or even enabling
the discovery of different kinds of talent. Therefore,
research has sought to identify the characteristics
of what constitutes a favorable HRM-OP associa-
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tion (Kehoe & Wright, 2013), focusing on the re-
lationship between employees and line managers,
which is finally starting to unlock the “black box”
of the relationship between HR policies and EO.

1.1. The human capital and abilities,
motivation, and opportunity
(AMO) theory

Furthermore, there is still missing a congruence
or fixed list of HR policies that can be applied in
HRM (Paauwe, 2009). Additionally, a broadly the-
oretical validation for applying practices of HRM
is still unclear. Therefore, congruence regard-
ing how HRM should be operationalized is wel-
come, focusing mainly on promoting workforce
ability, motivation, and opportunity to perform
(see Appelbaum, Bailey, Berg, & Kalleberg, 2000;
Combs, Liu, Hall, & Ketchen, 2006), with impact
on desired attitudes and behaviors.

The assumption of the AMO theory is that HR poli-
cies affect employees’ abilities, motivations, and op-
portunity to participate, which, in turn, positively
influences OP (Purcell & Hutchinson, 2007). Even
though some policies contribute to commitment
and job satisfaction, they are also mediated by the
way management applies them, and by how these
are embraced by employees. Guest (1997) suggests
that to gain more promising performance, employ-
ees not only must be motivated at the individual
level, but they also need to possess the necessary
and right mix of skills, abilities, and knowledge.
According to Harney and Jordan (2008, p. 227),
theoretical and empirical research “suggest that
these three independent system components shape
individual and aggregate employee characteristics,
thereby contributing to organizational success”.
Further, organizations need to develop HR practic-
es that motivate staff to achieve wanted skills, abil-
ities and desired behaviors (Gardner, Moynihan,
Park, & Wright, 2001). Consequently, there is a
need to promote efforts toward organizational out-
comes (Gardner, Moynihan, Park, & Wright, 2001).
Purcell, Kinnie, Hutchinson, Rayton, and Swart
(2003) highlight that better performance is likely
when employees have the ability and motivation to
apply themselves, and when their professional en-
vironment provides the opportunity, although, on
the other hand, they need to express overall deter-
mination (Macky & Boxall, 2007).
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As a result, one can infer that the potential and
responsibility for accomplishing OP is embodied
in employees. In other words, employees become
the central research topic, as performance largely
depends on their capability, willingness, and abil-
ity to implement, both individually and collective-
ly (in teams, groups, and with their leaders and
supervisors).

1.2. The role of workers

According to Boselie, Dietz, and Boon (2005), re-
search cannot advance with regard to the HRM-
OP link, if variables such as worker values, mo-
tives, and individual differences remain stub-
bornly neglected. These concepts are essential to
understanding the HRM-OP linkage (Wright &
Boswell, 2002; Guest, 2011). Recently, some au-
thors have started to recognize the role of such
concepts by pointing out the way HR policies are
communicated and disseminated to employees
(Sanders, Shipton, & Gomes, 2014). Employees,
therefore, are an important element in the overall
equation, as they actively perceive and interpret
organizational activities, including HRM activi-
ties (both HR policies and their implementation/
communication). Therefore, workers’ behaviors
and individual performance are more likely to
be the product of three aspects: i) the fit between
intended-implemented policies; ii) the support
that HR gives to line managers; and iii) line man-
agers-employees sharing commons perceptions
(sense giving).

Regarding employees’ perceptions, it is important
to highlight some of the developments of the last
decade. The research of Bowen and Ostroff (2004)
provided the stepping off point by suggesting that
the HRM-OP link is better understood by focus-
ing on individual and organizational levels, i.e., on
the linkages between them, as well as on the role
of HR implementers. This means that line man-
agers should be considered in research. Wright
and Nishii (2006) argue that there is likely to be a
disengagement concerning intended HR policies
as reported by line managers and the effect of the
actual HR practices on employees. In fact, Nishii,
Lepak, and Schneider (2008) point to the fact that
as important as the presence of practices in the or-
ganization is the perception that key actors hold
about the intentions behind such policies.



The above suggests that the views of line managers
about HR should be considered with regard to the
HRM-OP linkage, as they are likely to influence
employees’ perceptions regarding their motiva-
tion, abilities, and environments.

1.3. Growing centralization
by line managers

The responsibility of HRM implementation lies
with the fact that line managers should implement
HR policies (Nehles, Terhalle, van Riemsdijk, &
Looise, 2010).

Therefore, whilst HR policies in modern organi-
zations are designed by HR professionals, it is line
managers who are accountable and responsible for
implementing HRM at shop-floor level (Brewster
& Larsen, 1992, p. 412; Kulik & Bainbridge, 2006).
This requires a high level of collaboration between
those designing and those implementing and is
likely to be an important determinant of success
(or failure) (Nehles, Terhalle, van Riemsdijk, &
Looise, 2010). The implementation of HR policies
by line managers is likely to have higher impact on
employee behavior, motivation, and satisfaction
than the design of HR policies by HR profession-
als, i.e., line managers occupy a central position
in accomplishing organization goals and probably
have higher and more direct impact on employ-
ees’ behaviors and attitudes. As line managers are
in close contact with employees daily, greater in-
volvement and more effective control can occur
(Budhwar & Sparrow, 1997).

In sum, line managers serve as critical interme-
diaries, shaping HR practices and overall perfor-
mance. Good communication helps to keep in-
ternal processes running smoothly and helps to
create superior relationships with people (Jyoti &
Sharma, 2017).

They can provide employees with much more
than just monetary incentives or other tangibles
resources, and with their sense giving regarding
intangible values and relationships to fully en-
gage employees in their job and in the organiza-
tion (Gruman & Saks, 2011; Smith, Plowman, &
Duchon, 2010). The way the job is done, and the
speed, care, innovation and style of job delivery,
as well as other discretionary behaviors, are all

Problems and Perspectives in Management, Volume 16, Issue 3, 2018

associated with supervision, where line manag-
ers play a vital role in setting the direction, i.e., in
influencing employee attitudes and behaviors by
the way they put policies forward, and by creating
a culture of success (Purcell, 2002). This delega-
tion of HRM decisions to line managers will com-
monly result in a greater scope for disparity and
inconsistencies between the policy formulated at
HR department level, on the one hand, and, on
the other hand, the decisions taken by line man-
agers (McCarthy, Darcy, & Grady, 2010, p. 160).
This means that line managers are faced with a
possible role conflict in trying to reconcile their
HR responsibilities, on the one hand, while also
being open and accommodating to the realities of
employee experiences, on the other hand (Harney;,
2014). Therefore, line managers play a critical role
in influencing employee attitudes and behaviors by
the way they put forward designed HR policies in-
to practice, and they can be essential in improving
organizations’ outcomes (Hutchinson & Purcell,
2003). Line managers play a key role by chang-
ing, reinforcing, or stimulating how employees
perceive and interpret HR policies and the whole
HR system. Line managers do not “just bring pol-
icies to life” (Hutchinson, Kinnie, & Purcell, 2002,
p- 22), but they are compromized, in the sense that
the way policies are implemented is related to how
employees perceive these policies. This ongoing
delegation of HRM implementation to line man-
agers will certainly result in a “greater scope for
disparity and inconsistencies between the policy
formulated at a senior HR level and the actual de-
cisions taken by line managers” (McCarthy, Darcy,
& Grady, 2010).

In other words, although line managers can re-
spond more effectively at the lower level (Budhwar,
2000), difficulties will also arise, due to various rea-
sons, an example being line managers not willing
to take up this responsibility or having to add HR-
related activities to several other actions already in
course (Larsen & Brewster, 2003; Cunningham &
Hyman, 1999; Martins, 2007). Line managers may
even suffer exhaustion from assuming responsi-
bility for HR tasks, or they can lack a broader or-
ganizational or long-term view. However, it is not
unlikely that line managers should develop or ad-
just their own practices. In some situations, line
managers are in close contact with employees and
control the key environmental factors that moti-
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vate employees (Latham & Ernst, 2006). The me-
diating variable between HR system and employ-
ee experiences is the actions and behaviors of line
managers. The role of the line manager in foster-
ing a collective culture becomes critical for shap-
ing employee perceptions.

Some limitations may occur when implementing
HR policies, such as: i) a lack of desire to execute
HR responsibilities; ii) incapability to transfer HR
practices to the work floor, which results in an
inefficient solution (Nehles, Riemsdijk, Kok, &
Looise, 2006); iii) tasks conditioned when “time
is an issue” (Bos-Nehles, Riemsijk, & Looise, 2013,
p. 866); and iv) when contradictory priorities ex-
ist between operational tasks, comercial goals,
and HR responsabilities (Hope-Hailey, Farndale,
& Truss, 2005; Whittaker & Marchington, 2003).
Consequently, if employees feel that managers
have broken their expectation, performance will
decline (Coyle-Shapiro & Kessler, 2002). When
employees are not satisfied, there is a tendency
that work engagement (WE) and commitment
will be low (Ogbuanya & Chukwu, 2017). However,
if employees feel psychological support, then,
higher job performance is likely to occur (Gould-
Williams, 2007). Employees are understood to
show a positive reaction towards their workplace
if they perceive fair treatment. Much research fo-
cuses on understanding the association between
HRM and OP, even though several questions are
still without a clear answer. From the above dis-
cussion, the assumption is that HR practices are
linked to employees and their interpretations of
the HRM-OP link (Guest, 1997).

1.4. Line managers and their
commitment to employees

Additionally, the way line managers implement HR
practices will influence employees’ perceptions of
the effectiveness of HRM, which points to manag-
ers” effort and effectiveness in contributing to em-
ployees” engagement in the organization (Gilbert,
De Winne, & Sels, 2010). Those employees who ex-
perience high levels of WE are more likely to dis-
play positive workplace behavior that will benefit
the organization (Albdour & Altarawneh, 2014).
Hence, WE have a close relationship with job per-
formance, organizational commitment and job
satisfaction (Ogbuanya & Chukwu, 2017). WE
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can be defined as “a positive, fulfilling, work-re-
lated state of mind. Engagement refers to a more
persistent and pervasive, cognitive state that is not
focused on any particular object, event, individu-
al, or behavior” (Schaufeli & Bakker, 2003, pp. 4-5).
When HR makes sense to employees, work-related
attitudes and behaviors turn out to be more effec-
tive (Sanders, Shipton, & Gomes, 2014). However,
the influence on each employee needs to be ad-
dressed differently. Differences in perceptions
can be a result of employees making sense of the
practices in their knowledge spheres, which are af-
fected by their background. Attributions made by
employees of HR practices will determine the level
of acceptance. This means that employees’ expec-
tations are an important proposition for the inter-
pretation gap (Piening, Baluch, & Ridder, 2014).
Line managers need to connect espoused values
with enacted values, i.e., by constantly shaping
how employees view the organization through
“everyday sense giving” (Smith, Plowman, &
Duchon, 2010).

When line managers are willing to take up the re-
sponsibility of putting into practice the designed
policies, then, supportive work environment will
emerge. Furthermore, when successfully “execut-
ing performance appraisals, giving feedback, of-
fering training to execute the job more accurately,
and providing back up when a colleague falls sick
will all give employees the feeling that they are
supported and encouraged by their line managers
to execute their job effectively, now, and in the fu-
ture” (Gilbert, De Winne, & Sels, 2010, p. 7). Line
managers can and should emphasize the impor-
tance of a positive teamwork environment at every
level of the organization. The goal is to achieve dis-
cretionary behavior, i.e., employees working with
diligence and dedication, taking the employee-or-
ganization relationship to the next level of trust,
and developing a psychological contract (Besanko,
Deanove, Shanley, & Schefer, 2013). Nevertheless,
the perception of a teamwork environment should
be a one-on-one relationship between, on the one
hand, line managers and each of their employees,
and, on the other hand, employees among them-
selves. Additionally, a positive workplace is es-
sential for employees to get involved with the or-
ganization’s mission and values. Furthermore, an
upbeat team-based environment characterized by
sharing and open discussions will allow employ-



ees to contribute with their views and perspectives,
and, hence, organizational goals are more likely to
be attained. Even so, the way employees react and
perceive line managers’ intentions will be heavi-
ly affected by the relationship between the two
(Boxall & Purcell, 2008). Based on this statement,
we can formulate the following hypotheses:

HI: There is a relationship between employ-
ee-manager perceptual differences regard-
ing HR policies, and manager’s perception of
performance. More specifically, the smaller
the difference between employees’ percep-
tions of HR policies and managers’ percep-
tions of HR policies, the higher the managers’
perceptions of performance.

H2: There is a positive relationship between em-
ployee-manager perceptual differences re-
garding HR policies and employees’ work en-
gagement. More specifically, the smaller the
difference between employees’ perceptions
of HR policies and managers’ perceptions of
HR policies, the higher the employees’ work
engagement.

H3: There is a positive relationship between em-
ployees’ work engagement and manager’s
perception of performance.

H4: Employees’ work engagement mediates the
relationship  between employee-manager
perceptual differences regarding HR policies
(independent variable) and manager’s per-
ception of performance (outcome variable).

H2
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1.5. Research framework

Figure 1 presents the overall representation of the
theoretical framework that depicts the relation-
ship between HR policies, WE, and OP.

1.6. Mediation model

Supported by the literature review, the proposed
mediation model is aligned with the guidelines pro-
vided by Baron and Kenny (1986) concerning the
definition and status of a mediator. The mediation
model explains why employee-manager perceptu-
al differences regarding HR policies are related to
managers perception of performance, in which
one variable is hypothesized to be intermediating
the relation between an independent antecedent
and an outcome (Fairchild & Mackinnon, 2009).

This model, presented in Figure 1, has three var-
iables and two causal paths feeding into the out-
come variable (Y), i.e., the direct impact of the
independent variable (X) on the “path c”, and the
impact of the mediator (M) on the “path b” (Baron
& Kenny, 1986).

2. METHOD

According to Baron and Kenny (1986, p. 1176), a
variable acts as a mediator when it follows these
criteria: i) employee-manager perceptual differ-
ences regarding HR policies are correlated with
managers’ perception of performance (path ), i.e.,
a simple regression analysis with X predicting Y

H1

Employee-management , H3 Managers’

. Employees’ work .
perceptual differences S —— perception
regarding HR policies (X) gag of performance (Y)

Path a Path b

H4

Path c

Figure 1. Research framework
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to test: Y=/, + B X +e; ii) employee-manag-
er perceptual differences regarding HR policies
are correlated with employees’ work engagement,
using the employees’ work engagement as a de-
pendent variable in the regression equation (path
a), i.e., a simple regression analysis with X predict-
ing M to test: M = 3, + B, X +e; iii) employees’
work engagement is correlated with managers’
perception of performance (path b), i.e., a simple
regression analysis with M predicting Y to test:
Y=p,+ B, M +e;and iv) employees’ work en-
gagement affects managers’ perception of perfor-
mance, using managers’ perception of performance
as the dependent variable in a regression equation
and employee-manager perceptual differences re-
garding HR policies and employees’ work engage-
ment as independent ones, i.e., a multiple regres-
sion analysis with X predicting Y (path ¢’) and M
predicting Y (path b): Y=, + 8, X + f,M +e.
Lastly, in step iv), mediation is likely to be sup-
ported if the effect of employees’ work engagement
(path b) remains significant after controlling for
employee-manager perceptual differences regard-
ing HR policies. If employee-manager perceptual
differences regarding HR policies are not statisti-
cally significant, when employees’ work engage-
ment is controlled, then, the finding supports total
mediation. However, if employee-manager percep-
tual differences regarding HR policies are signifi-
cant, then, the finding supports partial mediation.

Sobel (1982) tests were also conducted to further
support the mediation model, as proposed. This
test is designed to assess whether a mediating var-
iable (employees’ work engagement) carries the ef-
fects of the independent variable (employee-man-
ager perceptual differences regarding HR policies)
to a dependent variable (managers’ perception of
performance). The computed statistic measures
the indirect effect of the independent variable
on the dependent variable by way of the media-
tor. Reported p-values are obtained from the unit
normal distribution, under the assumption of a
two-tailed test of the hypothesis that the mediat-
ed effect equals zero in the population using -1.96
as the critical value, which contains the central
95% of the unit normal distribution (Preacher &
Hayes, 2004). Under this test, a significant p-value
indicates support for mediation. Finally, Aroian’s
(1944/1947) test of mediation was used to further
verify the results, as provided in Table 5.
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3. CONSTRUCTS
AND MEASURES

Employee-manager perceptual
differences regarding HR policies

We adhere to the research stream on HRM-OP
link that uses for the first construct the differenc-
es between line managers and employees, as far as
HR policies are concerned. The appropriateness
of deviation scores for estimating differences be-
tween measures units continues to be a source of
diversities (Edwards, 2001). However, according
to Smith and Tisak (1993), deviation scores are
both reliable and unbiased. Weighing arguments
by both positions and recognizing the grounding
of our research, we judged deviation scores appro-
priate for use.

These were calculated based on the research
by Sanders, Dorenbosch and Reuver (2008), in
which line managers and employees were asked
to indicate, on a six-point scale, their level of
agreement with the content of 17 sentences
linked to five HRM practices/policies: i) exten-
sive training; ii) internal mobility; iii) participa-
tion; iv) pay performance; and v) employee secu-
rity. Sample items include “I am often asked to
participate in decisions”.

Upon data collection, the database was organized
in three steps. In the first step, data were arranged
by organization (40 organizations): for each or-
ganization, the researchers calculated the mean of
line managers” answers to the 17 items; in the sec-
ond step, the average value for all managers with-
in each organization was calculated. Steps 1 and 2
resulted in 40 different values, which denoted the
mean average of manager’s perceptions as far as
the aggregate 17 items were concerned.

In the third step, these values were used to calcu-
late the perceptual difference between line man-
agers and employees: for each organization, the
researchers calculated the difference between
each employee’s aggregated value regarding the 17
items, and the correspondent managers’ aggregat-
ed value. This resulted in a new variable: “employ-
ee-manager perceptual differences regarding HR
policies”.



Employees’ work engagement

The second construct is employees’ work engage-
ment, measured using Schaufeli and Bakker’s
(2003) scale. The employees’ work engagement
scale consists of nine items, and employees were
asked to indicate, on a six-point scale, their lev-
el of agreement with three constituting aspects
of WE: i) vigor; ii) dedication; and iii) absorption.
Each participant indicated the extent to which he/
she agreed with the statements, such as “I really
“throw” myself into my job”. An aggregated meas-
ure of WE was used in the hypotheses testing.

Managers’ perception
of performance

Finally, the six dimensions of managers’ perception
of performance (customer satisfaction; growth;
market share; product/service to market; customer
retention; new customer attraction) were measured
using indexes previously offered by other research-
ers, such as Tzafrir (2005), and Dany, Guedri, and
Hatt (2008). Such indexes require respondents to
indicate the extent to which they perceive organ-
izational performance in comparison to competi-
tors. These data were collected regarding line man-
agers’ perception only and are labelled “managers’
perception of performance”. Table 1 shows the
constructs and their operational definition.

Table 1. Operationalization of the research
variables

Variables : Author Scales * Items
i Extensive training
Empl - e
mrgﬁaogéere “ Sanders, Internal mobility
perceptual : Dorenbosch, i il oL
differences i and Reuver articipation .
regarding HR { (2008) Pay performance
policies LRI
Employee security
Empl , Vigor
mployees’ ! : ST s
work : %giigﬁgggg) Dedication 9
engagement ! s
Absorption
: Customer satisfaction
‘ Based on Growth
i the work
, iof several Market share
Managirs : researchers s
gfercep 10N cuch as Tzafir Product/service to 6
:(2005), and market
performance ' Dany, Guedri, " e
“and Hatt Customer retention

(2008) New customer

attraction
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Internal consistency

Table 2 shows the values of Cronbach’s alpha for
all variables. Cronbach’s alpha is a measure of in-
ternal consistency, i.e., how closely related a set of
items are as a group. The alpha coeficients for the
three items are higher than 0.88, suggesting that
the items have high internal consistency.

Table 2. Cronbach’s alpha

. Items Cronbach’s

Variable retained alpha
Employee-manager perceptual ! :
differences regarding HR : 17 0.910
polices & o
Employees’ work engagement 09 ..0.881
Managers’ perception of 06 0.891
performance : ’
Sample

The data come from a survey of employees and
line managers from 32 organizations in Portugal,
four organizations in Norway and four organiza-
tions in Denmark, from several industry sectors,
ranging from energy and water to transport, com-
munication, and finance and business. The justifi-
cation for targeting employees and line managers
in these three countries is to embrace diversity in
the service, production, and consumption services
sectors. According to the country destination, the
questionnaires were administered in two languag-
es, i.e., Portuguese or English.

There were 1,855 sets of questionnaires distributed
to line managers and employees, of which 264 are
line managers and 1,345 are employees, i.e., total of
1,609 sets of questionnaires were returned, giving
aresponse rate of 86.74%. However, after checking
differences between employees’ perceptions of HR
policies and managers’ perceptions of HR policies,
and removing outliers, only 1,331 questionnaires
were properly completed and accepted for the
study. More than 50% of participants are between
25 and 40 years old, and the majority have an ac-
ademic degree.

The data obtained were analyzed for reliability,
validity, adequacy, and suitability in answering
research questions. For this reason, the data are
expected to enhance the reliability and validity of
the study.
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4. RESULTS

4.1. Descriptive statistics
and correlations

Table 3 presents the descriptive statistics and cor-
relations of the variables comprising the study.
The analysis of the results brings out the percep-
tual differences regarding HR policies between
employees and line managers (mean = 0.424). As
expected, HR policies are related to WE (r = 0.369,
p=0.05) and OP (r = 0.269, p = 0.05).

Table 3. Descriptive statistics and correlation
between variables

. Dsetgct{; itc';’e . Correlations (R)
Variable ; T otd, T i
Mean 39 HR . we op

i dew. :

Employee-manager : :
perceptual : : :

differences regarding : 0424 : 0.817 : !
PR PONCIES o
Employees’ work 4 388 787 0.369* 1
engagement SO HSNE U

Managers’ ; ; ;
perception of

{4497 10.64110.269% 0.322% 1
performance : : : : :

Note: * Significant at the 0.1 level (2-tailed).

4.2. Assumptions
for a multiple regression

Statistical tests rely upon certain assumptions
about the variables used in the analysis. Specifically,
we will discuss the assumptions of normality, e.g.,
the Mahalanobis distance test and independence
of sampling, e.g., the Durbin-Watson test for in-
dependence, linearity, homoscedasticity, and
multicollinearity.

Absence of multivariate outliers is checked by as-
sessing Mahalanobis distances among the partici-
pants. As the obtained result was 13.512, it means
that the critical value of 13.816 is met, which indi-
cates the normality of the data.

The second assumption is the Durbin-Watson
test for independence. The Durbin-Watson test
is a measure of autocorrelation (also called seri-
al correlation) in residuals from regression anal-
ysis. To be considered uncorrelated, the required
Durbin-Watson statistic should be between 1.5
and 2.5 (Dufour & Dagenais, 1985). The Durbin-
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Watson d = 1.675 is between the two critical val-
ues of 1.5 < d < 2.5, and, therefore, we can assume
that there is no first order linear auto-correlation
in the data.

The next assumption is linearity. A linearity test
aims to determine if the relationship between in-
dependent variables and the dependent variable is
linear. If there is good research in the regression
model, then, there should be a linear relationship
between the independent variable and dependent
variable. The linearity assumption can be tested
with scatter plots. The obtained scatter plot fol-
lows a linear pattern (i.e., not a curvilinear pat-
tern), which shows that linearity assumption has
been met.

The next assumption is homocesdasticity. The as-
sumption of equal variances (i.e., assumption of
homoscedasticity) assumes that different samples
have the same variance, even if they came from dif-
ferent populations. Breusch-Pagan (LM = 3.773;
Sig. = 0.152) and Koenker (LM = 4.181; Sig. = 0.124)
test the null hypothesis that error variances are all
equal versus the alternative that error variances
are a multiplicative function of one or more vari-
ables. Therefore, we do not reject the null hypoth-
esis and can assume that the error variances are
all equal.

Finally, the last assumption is multicollinearity.
Multicollinearity is a state of very high inter-cor-
relations or inter-associations among independent
variables. It is, therefore, a type of disturbance in
the data, and if present in the data, the statistical
inferences may not be reliable. Collinearity statis-
tics output reveals tolerance higher than 0.1, e.g.,
0.864 for HR policies and WE and a variance in-
flation factor lower than 10.00, e.g., 1.158 for HR
policies and WE, meaning that we do not violate
this assumption. Therefore, multicollinearity does
not remain a dire problem in this study.

4.3.Hypotheses testing

A two-step regression analysis was performed
for each dependent variable. The first regression
analysis was carried out to determine the rela-
tionship between employee-manager perceptual
differences regarding HR policies and managers’
perception of performance, as provided in Table



3. The R-square value indicates that 7.2% of var-
iance in managers’ perception of performance
can be explained by employee-manager percep-
tual differences regarding HR policies (R = 0.269;
F = 103.883; p < 0.05), i.e., path c. The regression
results in Table 3 also show a very similar rela-
tionship between path a and b, i.e., the R-square
value indicates that 13.6% of variance in employ-
ees’ work engagement can be explained by em-
ployee-manager perceptual differences regarding
HR policies (R = 0.369; F = 209.512; p < 0.05) and
10.4% of variance in managers’ perception of per-
formance can be explained by employees’ work
engagement (R = 0.322; F = 154.237; p < 0.05), thus,
supporting hypotheses H1, H2 and H3.

Table 4. Regression analysis

g g

»n ) 0 -
£ = = .. &3
R I - B t Sig* . BE
&8 o H <=
>~ H >

1 ¢ 103.883  0.0746  10.192 = 0.000 : Asserted
2 ia: 209512 :-0.1867 —14.475: 0.000 : Asserted
3 i b i 154.237 i 0176 i 11.419 | 0.000 | Asserted

Note: * Significant at the 0.05 level (2-tailed).

Four conditions are required for the existence of
an effect of mediation (Baron & Kenny, 1986), the
first three conditions are reflected in Table 4. First,
the independent variable, employee-manager per-
ceptual differences regarding HR policies, and the
managers’ perception of performance, dependent
variable, are correlated (0.0746, p < 0.05). Second,
the independent variable, employee-manager per-
ceptual differences regarding HR policies, and the
employees’ work engagement, mediator, are cor-
related (-0.1867, p < 0.05). Third, the employees’
work engagement, mediator, and the managers’
perception of performance, dependent variable,
are correlated (0.176, p < 0.05). Lastly, the effect of
the independent variable on the dependent varia-
ble should change when the mediating variable is
introduced. Table 6 offers a more detailed expla-
nation about the last effect.

4.4.Mediating effect
of the hypothesized model
To test if a mediator carries the influence of an

independent variable to a dependent variable, we
used the equation drawn from MacKinnon and
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Dwyer (1993) and from MacKinnon, Warsi, and
Dwyer (1995):

i) Sobel test equation:

a-b )
SORT (b, - sa, +a, -sz)’

z-value =

ii) Aroian test equation:

a-b

z-value = ;
SORT (b, - sa, +a, - sb, + sa, -sbz)

iii) Goodman test equation:

a-b
SORT (b, - sa, +a, - sb, — sa, -sbz).

z-value =

Table 5. Calculation for mediation tests

Test Test statistic :  Std. error Sig.*
Sobel -9.46589007 . 0.00347690 : 0.00000000
Aroian | —9.45294819  0.00348167 = 0.00000000
Goodman | —9.47888525 @ 0.00347214 i 0.00000000

Note: * Significant at the 0.05 level (2-tailed).

The reported p-values (rounded to 8 decimal plac-
es) are drawn from the unit normal distribution
under the assumption of a two-tailed z-test of the
hypothesis that the mediated effect equals zero in
the population. +/- 1.96 are the critical values of
the test ratio, which contain the central 95% of the
unit normal distribution. According to the p-val-
ue in Table 5, all the three tests confirm that there
is mediation, i.e., the coefficient is significant.

We used the macro process for SPSS, version 2.15,
written by Andrew F. Hayes. The macro process
applies a bootstrapping test, i.e., a non-parametric
method based on resampling with a replacement,
which, in this case, was done 5,000 times. From
each of these samples, the indirect effect is calcu-
lated and a sampling distribution can be empiri-
cally generated. A confidence interval is calculat-
ed, and it is checked to determine if zero is in the
interval. If zero is not in the interval, then, the re-
searcher can be confident that the indirect effect is
different from zero.

Table 6 shows the last condition, i.e., the step iv)
described in Figure 1, which is required for the ex-
istence of an effect of mediation (Baron & Kenny,
1986). The effect of the independent variable (e.g.,
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employee-manager perceptual differences regard-
ing HR policies) on the dependent variable (e.g.,
managers’ perception of performance) should de-
crease for a partial mediation, or even approach
zero for a total mediation, when the mediating
variable (e.g., employees’ work engagement) is
introduced. The effect of employee-manager per-
ceptual differences regarding HR policies on man-
agers’ perception of performance does not reduce
the effect of the main effect, but rather increases
it. Contrary to expectations, the effect of the inde-
pendent variable on the dependent variable does
not decrease for a partial mediation, or even ap-
proach zero for a total mediation. This means that
the direct effect is subsumed by the mediation
effect.

Table 6. Inconsistent mediation

Path effect . Coeff. t Sig.
Path ¢’ L 01245 1 17922 0.000
a. Direct effect of Xon Y
Patha - -0.1867 = -14.4745 0.000
Path b L 02673 19472 0.000

b. Indirect effect of X on Y

Note: Output from process procedure for SPSS, version 2.15,
written by Andrew E. Hayes.

Table 6 reveals what MacKinnon, Fairchild, and
Fritz (2007) refer to as “inconsistent mediation”.
The direct effect of employee-manager perceptu-
al differences regarding HR policies on manag-
ers’ perception of performance is, thus, likely to
be overestimated, because the indirect effect will
tend to be equal to the sum of total effects. The to-
tal effect is equal to the sum of direct and indirect
effects. This pattern of coefficients indicates the
presence of inconsistent mediation (i.e., a suppres-

sor effect). Suppression focuses on the adjustment
of the relationship between the independent and
dependent variables, but in an unusual manner, as
the size of the effect increases when the suppressor
variable is added. In the mediation framework, a
suppressor model corresponds to an inconsistent
mediation model, where the mediated and direct
effect have opposite signs. In other words, it cannot
be directly calculated, as shown in Table 6. Table 7
reveals the effects of the mediator in the research
model, ignoring positive or negative relations.

Table 7. Effects of mediator in the research
model

Endogenous variable

’ %€ " Indirect | Direct | Total
(ma&agg:?opnﬁgﬁec%t)lon ¢ effect | effect | effect
Employee-manager
perceptual differences 0.0499 0.0247 0.0746

regarding HR policies

In conclusion, the outputs mean that the media-
tor, employees’” work engagement, significantly ex-
plained that managers’ perception of performance
was determined by the predictor (employee-manager
perceptual differences regarding HR policies) with
the help of the mediator, i.e., employees” work en-
gagement does mediate the relationship between em-
ployee-manager perceptual differences regarding HR
policies and managers’ perception of performance.

It was also found that perceptions of HR policies
rated by line managers were positively related to
employees’ perceptions and significantly associat-
ed with each other. These results are likely relat-
ed to leadership and further highlight the impor-
tance of developing good relationships among the
staff, e.g., line managers and employees.

DISCUSSION AND CONCLUSION

This paper examined how employee-manager perceptual differences regarding HR policies, employees’
work engagement and managers’ perception of performance are related and inquired as to whether the
relationship between employee-manager perceptual differences regarding HR policies and employees’
work engagement affected managers’ perception of performance. Finally, it analyzed the relationship
between the match between employees and line managers’ perceptions of HR policies. This study con-
tributes to the unresolved “black box” mystery and fulfils the gap of employees’ work engagement and
its relationship to managers’ perception of performance. This paper goes beyond the classic vision of the
mediating role of employees’ work engagement to investigate the relationship between employee-man-
ager perceptual differences regarding HR policies and managers’ perception of performance, by explor-
ing employees’” and line managers’ perceptions of HR policies.
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Specifically, our first result indicates clear support for the assumption that employee-manager percep-
tual differences regarding HR policies are related to managers’ perception of performance (i.e., path c),
which is consistent with most of the literature (Huselid, 1995; MacDuflie, 1995; Guest, 1997; Wright
& Nishii, 2006; Savaneviciene & Stankeviciute, 2012a; Hutchinson, 2013; Sanders, Shipton, & Gomes,
2014). Additionally, the study revealed an optimistic and significant relationship between employees’
and managers’ perceptual differences regarding HR policies and employees’ work engagement (i.e., path
a), which is the same for employees’ work engagement and managers’ perception of performance (i.e.,
path b), thus, supporting part of the condition of mediation suggested by Barron and Kenny (1986).
However, when the mediating variable is introduced, the effect of employee-manager perceptual differ-
ences regarding HR policies on managers’ perception of performance was reduced, leading us to con-
clude that there is a mediation effect. In an inconsistent mediation, a suppression effect would be present
when the direct and mediated effects of an independent variable on a dependent variable have opposite
signs (Clift & Earleywine, 1994; Tzelgov & Henik, 1991). In our model, we have an inconsistent media-
tion (Davis, 1985). The results of this study show that the effect of the employee-manager perceptual dif-
ferences regarding HR policies on managers’ perception of performance changes drastically. However,
because of the inconsistent mediation phenomenon, i.e., suppression, it does not reduce the effect of the
main effect, but increases it (see Table 6). There is an adjustment of the relationship between the inde-
pendent and dependent variables, but in an unusual way, where the size of the effect increases when the
suppressor variable is added, meaning that the direct effect is subsumed by the mediation effect.

When HR policies are designed by HR professionals, the goal is to stimulate employees’ skills and capabil-
ities by promoting right behaviors. Moreover, employees’ work engagement does mediate the relationship

between employee-manager perceptual differences regarding HR policies and manager’s perception of per-
formance. However, we cannot disregard that leadership by front line managers has a crucial role in applying

employees’ efforts and ability to elicit discretionary behavior. In sum, line managers shape the actual employ-
ee perceptions regarding HR policies and, moreover, they shape overall performance, and, hence, provide

employees with support and resources to fully engage in their job and in the organization (Gruman & Saks,
2011). However, this does not necessarily mean achieving OP through employees’ work engagement, as every
so often, ambitious HR policies may result in long-term exhaustion and diminished interest in work. The as-
sumption is that when HRM makes sense to employees, work-related attitudes and behaviors will turn out to

be more effective (Sanders, Shipton, & Gomes, 2014). Additionally, studies point to the importance of match-
ing employees’ and line managers’” perceptions of HR policies (Nishii, Lepak, & Schneider, 2008; Wright &

Nishii, 2006), as this will allow organizations to achieve better managers’ perception of performance.

Furthermore, the empirical work has demonstrated that employees’ perceptions of HR policies sig-
nificantly vary from managerial reports of the HR policies in use (Liao, Toya, Lepak, & Hong, 2009).
Employees’ perceptions of HR policies necessarily follow managers’ HR policy implementation (Nishii
& Wright, 2008). In this regard, results do not evidence different employees” and line managers’ percep-
tions of HRM. This alignment of perceptions is most likely to occur at the beginning of the relationship,
when line managers clarify and interpret HR policies, i.e., line manager’s explanations are more likely
to influence employees to count on such information and to construct expected HR policy reality. By
concentrating employee’s attentions on certain practices, line managers are structuring employees’ at-
tention (Salancik & Pfeffer, 1978). Therefore, further knowledge about which practices should be con-
sidered to enhance employees’ and line managers’ perceptions and how those practices are perceived is
needed. Consequently, this research has both theoretical and practical reference value.

Implications for practice
Our results suggest that if line managers engage themselves in assuming their HRM role, they can be

a powerful partner of the HR department in enhancing employees’ work engagement, and this has an
impact on performance. Additionally, as line manager’s enactment of perceptions regarding HR policies
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and relations-oriented behavior turn out to have an influence on employees, HR departments should
work together with line managers and provide enough support and advice to line managers in their
leadership tasks. Training activities should also embrace leadership development program to develop
the leadership skills of line managers. Additionally, researchers should pay more attention to contextual
issues, e.g., the size of the organization may emphasize the leading role of line managers. Specifically,
the configuration of these factors, and others, may be used as a framework to enrich future research.

Limitations of the study and future research

Although this research has made several contributions to the knowledge, it has several limitations, as
follow: a) the study measures the variables at a single point of time, i.e., cross-sectional design. Therefore,
changes in the relationship between line managers’ and employees’ perceptions were not covered in the
study; b) it only includes individuals from Portugal, Norway and Denmark, thus, the generalizability of
the results is restricted; and lastly c) this study has only identified perceptual differences regarding HR
policies.

Future research could examine the conceptual model used in this study, but with a larger sample size,
in order that the outcomes can be generalized to a larger population. For the purpose of association,
it would be interesting to replicate this study in a longitudinal design, so that it could be determined
whether the match employees” and line managers’ perceptions in multiple variables, e.g., employees’
and managers’ perceptions of work engagement and performance, are conditions for shaping the actual
form that transforms overall performance.
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