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Abstract 
In modern organization and management theory and practice, performance managment 
(PM) is strongly related to employee performance management (EPM). In this paper, it is 
argued that human resource performance management (HRPM) practices in organizati-
ons are essentialy related to the satisfaction of empoyees. Especially, measuring and 
appraisal of employee performances and the procedures enabling feedback correspond 
to employee satisfaction, while higher levels of employee satisfaction further contribute 
to their higher achievements and better performance. These matters are considered 
within the human resource management (HRM) function, and it is argued that they are 
also strongly related to the demands of the overall appraisal and management of organi-
zational performances. In that context, correlation between HRPM and ES is established, 
with the significant contribution to the overall business performance of a company. The 
focus is on integrating the managerial efforts aimed at improving the performances of 
employees strongly related to their satisfaction at work and creating multiple and 
synergetic effects that can be traced within the overall organization's results and achie-
vements.  
Key words: human resource management, perfomance measurement, employee satis-
faction. 
 
 
1. Introduction  
Performance management is based on an established measurement system consisting 

of tools, indicators and procedures that have been chosen and are best suited to concrete situati-
ons and specific characteristics of concrete organization. Furthermore, performance manage-
ment, at the focus of modern management and organization research theory and pracitce, 
mainly is oriented at employees as pillars in creating new value in the form of goods and/or ser-
vices in the organization. It is strongly based on the analysis of «soft» dimensions of the organiza-
tion in the often cited McKinsey „Seven S“ model (Peters, Waterman, 1982). 

Managerial style is one of the soft dimensions that is related to employees as managers 
and related to the need to establish indicators related to their performance and satisfaction. Staff 
and skills are the two dimensions pointing to the creation of a set of indicators and measures of 
employee performance suited to the specific situation in concrete organization. The dimension of 
shared values is another domain of the organization, often referred to as organizational culture, 
in which the interrelatedness of employee performance and satisfaction is mostly vivid.  

The integrative performance management models emphasize the need to broaden the 
scope of measures and indicators by which the organization can continually measure and mana-
ge the basic factors of its sustainable success (Meyer 2002). 

The emphasis is on creating a set of objective, feasible, sustainable and credible measu-
res, as well as procedures and practices, leading to an integrated system of performance mana-
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gement in the organization that will enhance the expected results and the fulfillment of organiza-
tional goals. Measuring employee performance is of special relevance as it leads to employee 
satisfaction, which again, enables higher performaces. This is true for organizations in different 
fields, both manufacturing and services, big and small, with private or public ownership. It is the 
continuous effort of establishing more transparent and vivid link between employee achieve-
ments and overall business results. It contributes to better understanding of the common goals 
and shared values in the domain of organizational culture, as well as to all other aspects and 
organizational dimensions, resulting in employee satisfaction. These lead to employee satisfacti-
on improvement, rise in employee work motivation, creativity and development of the knowledge 
and competency levels, as a key competitive advantage. Feedback to the employees about their 
percieved results is a necessary step towards successful management of employee prerforman-
ces also leading to higher levels of employee satisfaction. (Greve, 2003) 
 

2. Employee Performance Management  
Performance management is defined in many ways and in literature many definitions can 

be found. One of the possible definitions is that performance management is a process where 
executives, managers and supervisors work together to combine employee performances with 
organizational goals (Ivancevich, 2001, p. 243). 

Performance management is also defined as the process that puts together aims, perfor-
mances and development in a unique system, where the main goal is to assure that employee 
performances support strategic goals of the organization (Dessler, 2005, p. 310; Jakšić, 2011, p. 8). 

 All definitions lead to the conclusion that employee performances are correlated to the 
organizational performances, because „realisation appraisal is the control mechanism which 
doesn't only give feedback to individuals, but also enables the organisation to create a picture of 
how the things are going ahead“. In the Oxford dictionary the definition of performances can be 
found: ,,Performances. Activity of realisation or something realized...The conduct of a demand, 
obligation or purpose, etc. Realisation, doing, completion, fullfilling... Realization of everything 
that is considered or given“ (Oxford English Dictionary, 1989, p. 689; Jaksic, 2012, p. 10) 
 The outcomes of employee performance management are, among others, keeping the 
best employees, and identification of the worse workers. It is also emphasized that one of the 
significant outcomes and impacts of employee performance management is the level of 
employee satisfaction in organizations. Links between HRM, performance measurement and ove-
rall results of companies, including the ones connected with employee satisfaction are presented 
in next diagram. (Pauwe, 2004, p. 57.) 
 

Fig. 1 HRM and performance results. 
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Employee satisfaction is analysed in various different aspects and dimensions and in lite-
rature is often considered as one of the human resource management goals. Employee satisfac-
tion is one of the main targets of strategic management, which starts from the satisfaction of the 
key stakeholders in defining mission, strategy and aims of the organization. Also, employee sati-
sfaction is viewed as one of the organizational culture impacts by which the overall philosophy 
and attitudes, beliefs, values and dominant goals are established in the organization.  

 
3. Employee satisfaction, performances and human resource management 
Demands and expectations of employees compared to the job they perform, the possibili-

ties of progress, the ways of controlling their work, as well as compensation, become more and 
more determined and higher. The expectations of highly educated workforce, and their satisfacti-
on with the workplace and the assignments they fullfill is a very important factor of the success 
of the organisation. At the same time, it is expected that the success of the organization changes 
along with the employee satisfaction, such is the example of generation X (Guest, 2002, pp. 335-
358). 

In order to achieve the higher dedication of employees, multidisciplinary knowledge is 
required, that has to be encircled by the team of human resource experts. That means that com-
prehension of ecomomy, psychology, sociology and social psychology is necessary. 

Boselie did the research analysing 105 articles in the year 2005 and concluded that the 
relaton between HRM and performances can be described with three different approaches: 

− Contingency theory, 
− Resource-based approach, and 
− Capability-motivation-participation (Pauwe, 2009). 

 

These three approaches reflect the views of HR. The first two explore HRM at the organi-
zational level and performances on the basis of HR, and they are viewed from the business per-
spective, whereas the third approach is tied to industrial- organizational psychology.  

 
Table 1: Ten HR activities that improve the perfprmances of the company 

 

HR activities that improve the performances HR result 
Culture of creating permanent values and prin-
ciples 

Tight culture, individual fitting, dedication to organiza-
tion 

Big investments in human capital, resource 
development 

High degree of retaining staff, global competencies, 
business and social responsibilities 

Recruitment to fit in the culture Stability, motivation and employee loyalty 

Integrated fitting of employee performance 
management and career development 

High performance and motivation standards, em-
ployee commitment 

Specific manager's style fit with medium valu-
es 

Integrity of individual and organizational goals, 
employee dedication 

Flexible compensation system based on per-
formances 

Clear performance standards, high motivation, com-
mitment 

Stimulation of employee diversity Improved relations of work groups, equal rights 

International employment policy for career 
development 

Progress plans and careers aimed at local competen-
cies 

Bigger employee participation Organiyzational commitment, better communication, 
teamwork 

Organizational design and work process that 
helps HR system 

Work dedication, satisfaction, productivity 

 

Standard model of relation between HRM and performances: 
 

Overall strategy ⇒ HR strategy ⇒ HR practice ⇒ HRM result ⇒ improved internal performances 
⇒ improved financial performances 
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4. Employee Satisfaction Measurement  
PDCA model (Plan-Do-Check-Act) is applied to different areas and problems in the the 

organization resolved by managers. With this model, in the area of performance management 
are developed specific tasks: 

− Planning, when we establish the adequate, relevant set of measures that we want to 
appraise and improve;  

− Doing, ie. taking over the actions that are related to fullfillment of planned goals, that are 
especially followed by the adequate measures defined in the previous step; 

− Control, which means that we compare the real state to the planned, and 
− Action, as a change that needs to be introduced if there are discrepanties between the 

desired and real result- performances that we follow throughout the set of measures (indicators). 
  

By application of the procedure described as a model PDCA, a connection between the 
realized and planned is established (Kearns, 2000, p. 20).  
 

Fig. 2: PDCA model 
 

 
 

The problem of measuring performance and satisfaction of employees brings us closer to 
the creation of a relevant performance management system in organization. The employees that 
professionally fullfill their assignments, performance management can only be a starting point 
that has a large set of advantages. It is important that HR managers set a number of practices of 
performance management, that reflect the specific circumstances on which their organisations 
do business.  

Organisations represent a complex environment where individual employee performan-
ces are realized. Author Kearns speaks of six key elements of the organisation that enable the 
maximisation of individual performances. In other words, the relation between the success of the 
organisation and maximum performances is two sided, there is a mutual connection and feed-
back. Maximum performances cannot make up for the badly organized and managed enterprise. 
Unless full attention is given to all the elements, the effect of performance maximisation will fall 
out. The key elements of this system are (Kearns, 2000, p. 73): 

− Processes and systems, 
− Structure, 
− Roles, 
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− Awareness, 
− Capability, and 
− Motivation. 
 
 In the effort to measure employee satisfaction the following domains have been identifi-

ed as crucial (Jaksic, 2012). 

− The structure of the job – the degree to which the tasks have been clearly and precisely 
determined, 

− The inclusion of employees in decision making process, participativeness, creativity, 
innovativeness, empowerment and motivation, and 

− Employee satisfaction and appraisal of the employees. 
 
Performances – clarity in defining the results of some activities, jobs and individuals: 

− Performance management – activities of forecasting, planning, organizing of jobs, as 
well as the degree of performance control. 

− The stimulation of innovation – activities aimed at improving innovativeness  
− Development and training, incentives for further improvement and promotion, constant 

knowledge comparisons 
− Employee compensation – employee satisfaction related to the salary and other com-

pensations, the relation between compensation and performances. 
 

5. Empirical research results  
 Empirical research based on the principles and insights presented in this paper was con-
ducted in a large Serbian public company with a complex structure of over 1,500 organizational 
units and more than 15,000 employees. In this company strict policies and procedures are 
followed. The company's culture is characterized by centralization, formalization and specializati-
on. Position in the enterprise is mainly hierarchical and is based on the expertise and work 
experience. Employee dedication and commitment to the company's goals lead to their long-life 
work career in this company. 
 Results obtained by survey where employees answered questions in a questionnaire spe-
cially designed prepared for this research are presented schematically by diagrams below. 
 Results of the capabilities and knowledge comprehension are shown according to the 
demands of the workplace, and the data was gathered by employee self-appraisal. 
 The analysis of the results presented on Fig. 3 indicate that the highest percent of 
employees has given medium answers, such as ,,satisfactory” or ,,good”. Excellent grade was 
given to: time management (42, 85% of the sample), reporting and administration (14, 28%), 
commercial abilities (14,28%) and team work (28,56%). In the small percentage, the minimal 
grade was given, and mostly to problem solving and decision making (14,28% of the questioned 
employees). These samples indicate that certain areas need to be improved in order to develop 
more skilled and trained, experienced staff. To obtain these results, training programs need to be 
developed and applied in order to have more employees in the decision making process and the 
higher degree of empowerment as well as gathering and implementation of new ideas and solu-
tions through brainstorming and other creative techniques 
 The diagram on Figure 4 presenting the attitude of the employees towards the standards 
of performances for their workplace shows that 45% of the employees think that these standards 
exist, whereas 22% report that there are no standards. The interesting fact is that 33% answered 
“I don’t know”, that indicates the absence of awareness and knowledge on this subject. It also 
indicates that the employees do not perceive performances, their monitoring and control as signi-
ficant. 
 



 
 MONTENEGRIN JOURNAL OF ECONOMICS Vol. 9, N0 1 

 

90 

Figure 3: Capabilities appraisal according to the demands of the workplace 
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Figure 4: Workplace performance standards 
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 In regard to the questions concerning what motivates the employees, the biggest percen-
tage of the surveyed employees answered that it was financial compensation and specifically the 
merit pay, and the smallest number indicated that it was better working atmosphere.  
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Figure 5: Employee motivation and job satisfaction 
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 The research has overall shown that great efforts are to be put into the matter of mana-
ging employee performance and developing subtle procedures for improving employee satisfac-
tion. This field is still to be investigated and bring new results especially in the domain of better 
adapting the best practices to concrete organizational environments and situation.  
 
 6. Conclusion 
 Employee satisfaction is one of the key success factors of the organization and is viewed 
considering basic goals that are posted by contemporary socially responsible corporations. Besi-
des employee satisfaction, organizations tend to maintain customer satisfaction, client satisfac-
tion, supplier satisfaction as well as the satisfaction of other stakeholders. Employee satisfaction 
is one of the main aims of the company and its management.  
 The connection between employee satisfaction and employee performance management 
is wide and clear, and the connection is obvious in the domain of human resource management 
while it has a broad impact on all aspects of organizational performance. It can be concluded 
that all the activities of the human resource management, strategic and operational, have a sig-
nificant impact on employee satisfaction and on their results. 
  HRPM provides a detailed improvement and upgrading of the working processes and the-
refore its impacts should be monitored, controlled and measured in order to achieve best results 
in developing well educated, skilled and satisfied workforce. The employees should be stimulated 
and motivated not only by salary, but by training, health, social and other additional programmes, 
that will raise their interest, trust and commitment to the company. Committed, dedicated and 
satisfied employees will certainly give best work results and contribute to the company's reputa-
tion, raise the prices of their shares and raise the profit of the organization.  
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