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ABSTRACT

Public sector performance in Malaysia has continuously
been improving efficiency at the bureaucratic and public
service delivery systems. Numerous attempts have been
made by the government in its continual effort in enhancing
public administration in the country. This paper highlights
the results of a recent survey among public sector
employees on their performance management scheme.
The results of the survey shows that employee
empowerment and self-leadership are significant
and suggest the importance of pay for performance
in distinguishing employees who perform that would
effectively impact upon performance in the public sector.
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INTRODUCTION

Civil service reform should be concerned with both
improving personnel systems as well as the performance of
the organization. It is without denial the importance of the
review of employee performance and its contributions to
organizational performance. Organizations which manage
the performance of their employees effectively are more
likely to outperform than those which do not (McDonald and
Smith, 1995). Recent efforts to improve government
performance in making the organizations and the public
employees more accountable to the public for results
embody these tenets of Woodrow Wilson’s arguments. The
conventional wisdom was that stability contributes to public
administration performance, “change”, “development”, and
“reforms” seem necessary to keep bureaucracy effective
(O'Toole and Meier, 2003). Numerous attempts have been
made by the government in its continual effort to refine the
strategies in enhancing public administration in the country.
This paper relates the various policy standards and
administrative devices in transforming better performance
among public servants with the various schemes and
changes including challenges involved in implementations.

The interest in reforming public sector human resource
management has been associated with politicians and
management reformers seeking to implement aspects of
new public management (NPM) and public choice theory.
In an effort to enhance efficiency, public management
reformers have advocated decentralizing and deregulating
decision making in public HRM (Battaglio&Condrey, 2006;
2009). Civil service systems have employed market-like
mechanisms (e.g. pay-for-performance and outsourcing) to
facilitate efficiency in the public sector (Kellough and Nigro,
2006). The public service motivation literature contests that
pay is the determinant of workers’ efforts as they are to serve
the interests of a community of people and its country.
Despite this, it does not mean that monetary rewards are
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not relevant to public employees as it is to everyone else as
the value of money signify symbolic and affective
perspectives.  Performance  management reforms
in Malaysia have resulted in improving efficiency at the
bureaucratic and public service delivery systems over the
years with reduced bureaucratic procedures. This paper also
highlights the results of a recent survey among public
administrators on their performance management scheme
and its linkage to employee empowerment and self-
leadership.

The Malaysian civil service formed the largest employment
with 1.4 million including the strategic military, navy and
police officers. The number of public servants at federal level
stands at 1.03 million whilst there are 181,287 at state level
and 173, 459 at statutory bodies. Malaysia’s civil service is
much influenced by its colonial past of the British. The main
central agency in the Malaysian civil service is the Public
Service Department (PSD).Reforms in the Malaysian civil
service were largely initiated during the 1980s with
“The Look East Policy” introduced in 1982 to emulate work
ethics from Japan and South Korea. “Malaysia Incorporated”
was implemented a year later which saw a closer
cooperation between the public and private sectors where
the public sector provide the infrastructure and environment
for Malaysian businesses resulting in the setup of Malaysian
Business Council (MBC) and the Malaysia Incorporated
Officials Committee (MIOC). The MBC is the highest forum
platform for consultation of both the public and private
sectors. The implementation of the Malaysian Incorporated
strategy was associated with two major policies for public
sector reform: privatization and total quality management.

All appointments in the civil service are made in accordance
with the required qualifications in the specific scheme
of service already determined by the PSD. The introduction
of the New Remuneration Scheme (NRS) saw 574 schemes
of service reorganized and reduced to only 274 schemes
and 19 classifications based on similar roles and functions.
The NRS was the first performance-based reward system
introduced with an entirely new salary structure, known as
the Matrix Salary Schedule for all sectors of the public
service except for those in the premier grade posts (JUSA).
This is different from the previous fixed one-line salary
structure where the movement of salary was fixed according
to seniority. Currently, the NRS allows for salary movement
to be either in the form of static, horizontal, vertical, or
diagonal movements which is linked directly to the individual
based performance appraisal which comes under the New
Performance Appraisal System. A civil servant whose
performance appraisal found to be not satisfactory will not
receive any increment (static) while those whose
performance is satisfactory will be given horizontal pay
progression (one step increment). Vertical pay progression
(two-step pay increment) and diagonal pay progression
(equivalent to three-step increment) are given to those who
excel above average of their annual performance appraisal.
These two types are restricted to about 2 — 3 % of the



population of the agency. The impact of NRS has been
significant as the overall improvement in the civil service
performance was experienced across the board.
Nevertheless, there were much dissatisfaction in its
implementation in terms of biasness and subjectivity
in evaluation, lack of consistency among various agencies
and sectors, and inadequate knowledge and skills of raters
in rating their subordinates. In spite of these shortcomings,
another pay-for performance plan was introduced
in November 2002, known as the Malaysian Remuneration
Scheme (MRS).

The MRS retains the elements of the Matrix Salary Schedule
but now reduced to only two tiers as compared to three
previously. In addition, the competency assessment
component was introduced with knowledge and skills
enhanced in the evaluation. This means that a civil servant
would have to pass the competency assessment even
though he/she excels in the annual performance appraisal
before one entitles for the vertical or diagonal salary
progression.

The New Public Service Scheme which was supposed to
be introduced in 2012 was scrapped due to too much of
increment proposed for the higher positions compared to
the lower ranks. Thus the MRS stays with a further
increment of 8 — 13% given to various positions and ranks
in the civil service in 2012.

Literature Review

The powerful role that financial incentives can play
in influencing behavior has been widely acknowledged.
Traditional pay systems such as in the old remuneration
scheme may experience the following problems: pay
becomes an entitlement, benefits are given for tenure, base
pay is a function of levels and not performance, merit
increases do not differentiate performance sufficiently and
even bonuses become an entitlement. Recent research has
examined a variety of ways in which pay-for-performance
(PFP) impact individuals, groups, and organizations
(Stajkovic and Luthans, 2001).

Motivation theories such as expectancy theory of Vroom
1964 and goal setting theory (Chun & Rainey, 2005) where
goals that are clearly specified and accepted by employees
can improve their performance have demonstrated much
appeal and enjoy considerable empirical support.
Performance improves in approximately two out of three
programs. There has been a growing interest in group
pay-for-performance systems and the conditions under
which they are most effective (Gomez-Mejia, Welbourne, &
Wiseman, 2000).Prior research has avoided the difficult task
of correlating the impact of motivation (public service
motivation) to organization and individual performance. This
is especially understandable as valid measures of service
and outcomes are generally lacking (Perry et al, 2009; Beer
et al 2004).

Success or failure in performance management depends
on organizational philosophies and the attitudes and skills
of those responsible for its implementation and
administration, together with the acceptance, commitment
and ownership of appraisers and appraises. The HRM
strategies in this paper are employee empowerment (EE)
and self-leadership (SL) which are expected to be aligned
where pay-for-performance are achieved. The strong link
between performance pay and EE and SL is presumed to
produce a greater incentive to work hard and achieve
greater rewards. Proponents of reform assume that pay-for-
performance will increase productivity, accountability,
responsiveness, and so on among civil servants though

some limitations occur. When an employee feels
empowered, it is expected to have a direct and positive
impact on the IRB. This article aims to contribute to the
literature by studying the link between pay-for-performance
and employee empowerment and in-role behavior among
civil servants in Malaysia.

Spreitzer (1995) conceptualized psychological
empowerment as a process or psychological state that
includes four dimensions: meaning (a belief that one’s work
is personally important), competence (a belief in one’s ability
to successfully perform a given task), self-determination
(a sense of freedom to choose the work activities and
methods), and impact (a belief that one’s action can make
a difference in organizational outcomes). In addition, Sigler
and Pearson (2000) advocates that employees who
perceive that their job has meaning and that they have the
necessary competence to perform in their job and the
freedom to choose who to complete their tasks have been
reported to show high performance levels. On this basis,
psychological empowerment strengthens the positive
relationship between employees’ favorable views of their
agency'’s pay for performance and performance. This means
that perceptions of empowerment and performance
correlate with each other. Further, Kirkman and Rosen
(1999) also found that teams who feel more empowered
were more productive.

Self-leadership is defined as a process through which
people influence themselves to achieve the self-direction
and self-motivation to perform in desirable ways which
includes behavior-focused and natural reward strategies.
This advocates employees to take on responsibility that is
normally taken by their leaders (Manz, 1986).

Methodology

Seven federal agencies were selected where the head of
the agency identified a contact person which is a senior
person in the HR division of the agency. These agencies
include Ministry of Natural Resources & Environment,
Ministry of Plantation Industry and Commodities, Ministry of
Energy, Green Technology & Water, Ministry of Tourism,
Ministry of Science Technology & Innovation, Inland
Revenue Board, and Ministry of Home Affairs. Paper-pencil
survey was used in which 242 government senior
employees (supervisors/managers) were approached and
205 responded representing a response rate of
approximately 85 per cent.

The self-leadership (SL) was measured using Houghton and
Neck (2002). The four items were measured on a scale
ranging from 1 (never) to 5 (always). Reliability (Cronbach’s
alpha) of this scale was 0.84. The pay-for-performance scale
was measured with fifteen items with a reliability scale of
0.86 (Figure 1). In addition, the employees’ empowerment
was measured using the scale by Spreitzer (1995) of 8
items, with a reliability of 0.83.

The control variables are gender, age, education, gross
annual income, employment, manager, length of service
in the agency, length of service in the government and
country.

Results and Findings

Table 1 summarizes the demographic profile of respondents
with the variables gender, age, education, income, type of
employment, length of service in the particular agency and
in civil service, and the percentage of those civil servants
holding supervisory positions. Above 85% are up to the age
of 44 and 53.7% are male of which a majority possessed
a university degree. Most of those public administrators



consist of 62.9% of supervisory /managerial level, thus the
outcome of this study is consistent with previous studies
(e.g. Crewson, 1997) which showed that employees at
higher levels in an organization are more motivated and tend
to be more altruistic.

Table 1:Demographic profile of respondents

Table 3: Respondents perceptions on their performance
management system

What are the outcomes of performance management in your
organisation? (You can tick more than one box)

Response
Percent

We receive a higher pay than the base pay for higher | 97.6%

Source: Author

Table 2 shows that the respondents experienced pay-for-
performance, employee empowerment and self-leadershipin
their work. A big majority receive a higher pay than the base
pay for higher than satisfactory performance. Further
training and development needs are identified for the
employees who do not perform that well. Table 3 shows that
their perceptions of the performance management system
that they are experiencing and majority have received more
than their base salary with exceptional performance. It was
also found that the employees engaged in formal and

Figure 1: Radar of Organization's Performance Management
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Variable Categories Malaysia than satisfactory performance.
(N =205 ) We receive a certificate of appreciation/excellence for | 68.8%
Gender Male 53.7 higher than satisfactory performance with cash
Female 46.3 payment.
Age Under 35 52.7 We receive a certificate of appreciation/excellence for | 43.4%
35-44 337 higher than satisfactory performance without cash
- - payment.
45-54 12.2 We receive other non-monetary rewards for higher | 6.8%
over 54 1.5 than satisfactory performance. Please specify in the
Education high school 12.2 comment box provided.
vocational education 4.9 For less than satisfactory performance, we identify | 39.0%
- - our further training and development needs.
university degree 82.9 We identf further traini T dovel T200%
A € laentity our turther training an evelopmen .U7%
I-_\nnll:al mcome' $30,000 and below 293 needs for future promotion application.
(in the country's [ g30 901- $50,000 41.0 ot - — S
currency) er personal benefits. Please specify in the|2.0%
$50,001 - $70,000 16.6 comment box provided.
$70,001 - $90,000 8.8 No personal benefits whatsoever. 7.8%
$90,001 - $110,000 3.4 Negative effects. Please specify in the comment box | 0.0%
$110,001 - $130,000 0.5 provided.
Over $150,000 0.5 Source: Author
Employment Permanent 87.3 prescribed activities where favorable perceptions of pay-for-
Fixed term contract 12.7 performance were found to be positively related to employee
Supervisor 62.9 empowerment.
/manager Figure 1 demonstrates interesting aspects of how the
Average length | -agency 74 perceptions of the employees towards the performance
of service ~federal/government 9.6 management system. The radar gives a better picture of the
Source: Author degree of continuum of agreement versus those who
disagree on the continuum of disagreement. It shows that
Table 2: T-test Table 4: Items in Pay-for-performance
Item Mean (SD) My organisation’s performance management system is a good
Pay-for-performance (PFP) 5.19 (1.65) way to motivate employees to higher performance.
Employee empowerment 5.45 (0.76) Performance management is really a way of getting more work
- out of government employees without having to provide any real
Self-leadership 4.25 (0.60) extra benefits.

Government employees do not need performance management
systems to raise their performance level.

Performance management in my work units are conducted fairly.

My recent performance assessment/review accurately reflected
my job performance.

The standards used to evaluate my job performance have been
fair.

My recent performance review took into account the most
important parts of my job.

Favouritism is a problem in my organisation’s performance
management system.

Office politics influence performance ratings in my organization
more than actual performance on the job.

My supervisor is able to accurately determine different levels of
employee performance.

My supervisor’s evaluation provides feedback that often helps me
improve my job performance.

My supervisor really doesn’t know enough about what | am doing
to evaluate my performance accurately.

The discussions | have with my supervisor during performance
review help me improve my performance.

If | perform well, my chances of moving up are improved.

Financial rewards in my organisation are not really related to
employee performance.

Source: Author

Source: Author
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Table 5: Hierarchical regression results
Variable Malaysia
Model 1 Model 2 Model 3 Model 4 Model 5
Controls
Gender .049 (.083) .045 (.082) .020 (.081) .018 (.081) .005 (.081)
Age .039 (.093) .045 (.092) .062 (.091) .026(.091) .044 (.090)
Education -.013 (.080) -.032 (.079) -.053 (.078) -.014 (.078) -0.35 (.078)
Income .042 (.045) .056 (.044) .063 (.044) .067 (.044) .069 (.044)*
Employment -.279(.133)** -.258(.131)** -.239 (.129)* -.232(.130)* -.223(.129)*
Supervisor/manager .037 (.090) .057 (.089) .056 (.088) .079 (.088) .073 (.087)
Length of service (agency) -.005 (.011) -.006 (.011) -.008 (.011) -.005 (.011) -.007 (.011)
Length of service (gov) .005 (.014) .004 (.014) .001 (.013) .003 (.013) .001 (.013)
Main effects
Pay-for-performance (PPP) .106(.042)* .053 (.046) .065 (.044) .033 (.047)
Employee empowerment (EE) .155(.058)** .121(.061)*
Self-leadership (SL) .185(.072)* 139 (.075)*
Interactions
PPP x EE .1118(.049)** .123(.055)**
PPP x SL .0199(.066) -.055 (.072)
Change in R2 (interaction) .0229 .0004
Overall R2 .057 .087 1425 1174 158
Overall F 1.461 2.055** 2.9011** 2.3220** 2.738***
Note: *= p <.10, ** =p<.05, *** = p <.01
Source: Author

those who agree with the performance management are
greater than those who disagree.

Table 5 above shows that pay for performance is significant
in model 2 and the main effects of employee empowerment
and self-leadership are found to be significant in model 3 (at
p <.01) and model 4 (p=<.05) respectively and the
interactions are significant for pay-for performance and
employee empowerment rather than self-leadership. This
contributes to a higher significant F value of 2.9011.
Comparatively, when both variables employee
empowerment and self-leadership are simultaneously tested
in model 5, they were both significant at p<.05 (employee
empowerment) and p<.10 (self-leadership) and a F value of
2.738 (p=<.01).

The implications of this study suggest the importance of
pay-for-performance and employee empowerment and
self-leadership. The scheme is capable of distinguishing
employees who perform and those who do not, which offer
monetary rewards to those who are motivational to perform
and to effectively impact upon empowerment strategy.
Empowerment serves as an important tool in public service
as public servants feel the power and self-efficacy to act
in their job (Forrester, 2000).This view is consistent with
arguments that self-leadership encourages intrinsic value
for addressing management problems with self-observation,
self-goal setting, cueing strategies, self-reinforcement,
self-punishment and rehearsal which is based on self-
awareness of a need for change. The focus is on behaviors
to facilitate performance of what “should” be done and the
role of intrinsic motivation.

Conclusion

Performance management scheme arguably benefit
both organizations and employees which can provide
feedback for HR planning and remuneration schemes,
career training and development programs and retention
of good personnel. There has been an enormous research
conducted on performance management, making it
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one of the most praised and debated HRM practices. No
doubt the potential of performance management and
pay-for-performance contribute to the motivation of
individual employees and groups in their ongoing
pursuit of competitive goals and it serves as a tool and
evidence for success or otherwise especially among public
servants.

The current study focused on two features of the PFP
scheme and naturally there are other important
characteristics that could affect employees’ performance
(Bowman, 2010).For instance, every pay performance
that is envisaged has to be considered, in part, in terms of
whether it is fair or unfair. The HR manager or leader or
supervisor in the public agency must be sensitive
to the fairness of the proposed pay performance because,
if mistakes are made in this respect, employees do get
illusion, enter a grievance mode of action or leave the
organization which could undermine productivity and would
risk bringing negative publicity, common to public service
agencies.

An important question to address is what type of high-
performance HR strategies are most effective and more
in-depth studies to uncover how to implement HR practices
and the impact they may have on organizational
performance. The downside is that we are less than well
informed on any new developments in detail in selection and
recruitment practices in the civil service, rewards,
performance management, employee empowerment and
involvement and self-leadership.

Future research should address the implications of different
levels of employee empowerment and self-leadership at
different levels of control. Realistically, self-leadership for
every employee may not be feasible. Some employees will
be better persons for self-leadership than others as values
and beliefs would differ and whether the value systems could
converge over time between the persons and the
organization.
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