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Abstract:

Despite the growing attention that human resources have received in the
management literature, the strategic role of the HR function is still being
questioned. The main target of this paper is to determine whether firms that
follow the strategy, leadership and personnel suggestions proposed by the
EFQM Model contributes to improve organizational performance, and also
determining if the strategic management of human resources plays a mediating
effect between the personnel management and the results of the company.

The study was performed using a questionnaire on a sample of 200 medium-
sized industrial Spanish firms, and employing Structural Equations Modelling
methodology.

Our findings suggest that, under the EFQM Model, the influence of both
leadership and strategy on people allows organizations to improve their
performance. Moreover, a strategic approach in the management of human
resources helps to enhance the contribution of personnel in the results of the
company. This fact had not been broadly studied in prior literature and,
moreover, it has not been found any joint framework linking leadership,
strategy, personnel, strategic human resource management and performance in
QM organizations.

This study helps managers to identify what types of strategy and relationships
with their staff can be most effective in improving the company's results. At the
same time, it is a stimulus for the personnel directors who defend a strategic

approach to the human resources function in their companies.
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1. Introduction.

A common aim for companies is to obtain and maintain sustainable competitive
advantages over time (Corredor & Goiii, 2010). In this sense, in recent decades,
the concept of Total Quality Management (TQM) has spread as an essential
management strategy to get this target. TQM is defined as a company
philosophy that concerns all employees and helps to achieve competitive
advantage and meet customer demands. It embraces hard and soft factors, where
hard factors are related to technical aspects (such as statistical process control or
quality function deployment) and soft factors include organizational culture,
leadership styles, employee engagement and human resource practices (A.
Calvo-Mora, Picén, Ruiz, & Cauzo, 2013).

The interest in the study of these factors has transcended the academic literature
and has resulted in several TQM prizes. Three of the most famous and now
widely used frameworks for TQM are the Deming Model (Japan), the Malcolm
Baldrige Model (USA) and the EFQM Model (Europe). All three provide tools

and methods to improve processes (Corredor & Gofii, 2010).

In the concrete case of the European Foundation for Quality Management
(EFQM), it is the custodian of the EFQM Excellence Model. This model is a
non-prescriptive management framework that is widely used by over 30.000
public and private sector organizations in the world. This model helps managers
to identify the main aspect to be improved for attaining Excellence and can be
applied in any organization (EFQM, 2013; Zink & Schmidt, 1995). The Model
includes nine criteria and scientists and managers have established three linkage
axes in the model, where the ‘Personnel Axis’ links the criteria Leadership,
People, Processes, People Results and Business Results (Nabitz, Jansen, Van
der Voet, & Van den Brink, 2009). In this sense, most of the studies have



focused their attention on evaluating the impact of the EFQM model on
business results (Gémez-Lopez, Serrano-Bedia, & Ldpez-Fernandez, 2016),
although some, such as the one of Samuelsson and Nilsson (2002) centred its
attention on the fact that self-assessment approaches contribute to the
improvement of the organization and encourage employee involvement.
Similarly, literature on quality management (QM) has shown the positive
effects that the adoption of QM systems and models have for performance
management (Bayo-Moriones, Merino-Diaz-de-Cerio, Escamilla-de-Lebn, &
Selvam, 2011). However, GOmez-Lopez et al. (2016) state that EFQM’s
enablers do not always have a significant effect on results. Moreover,
Doeleman, Ten Have, and Ahaus (2013) cautioned that best practices do not
necessarily guarantee performance improvements.

Although the relationship between EFQM’s enablers and companies’ results has
been reasonably studied (Santos-Vijande & Alvarez-Gonzalez, 2007), recent
literature has tried to analyse which specific factors analysed in these models
contribute most intensively to improve the results of the companies. Concretely,
following Bayo-Moriones, Merino-Diaz-de-Cerio, et al. (2011), three
dimensions are considered fundamental in any implementation of TQM, in
order to achieve a significant impact on results: personnel and human resource
policies, strategic management of partnerships and management of resources
and processes. In this regard, these authors remark the importance of on Human
Resource Management (HRM) on quality management.

However, only few papers have analysed potential mediators between EFQM
criteria. This is even more scarce in strategy, leadership and human resources
issues. That is why some authors, such as Gdmez-L06pez et al. (2016), suggest
that future research should take into account the factors that facilitate or
interfere with the path to excellence.

Moreover, our study also answers to recent calls for more research adding a
framework that shows if the implementation of an EFQM model focused on a
concrete type of Leadership, can enhance performance through HRM and



SHRM.

The previous literature stated that human resources, leadership and strategy are
essential for managing excellence companies. In terms of human resources, they
have always been considered broadly essential to obtain competitive
advantages. However, it is only in the last decades that it was understood as a
crucial element, motivated by the emergence of the perspective of Strategic
Human Resource Management (SHRM) (C. A. Lengnick-Hall, Beck, &
Lengnick-Hall, 2011). SHRM covers the overall HR strategies adopted by
business units and companies and it tries to underline the contribution of the
personnel function on performance (M. L. Lengnick-Hall, Lengnick Hall,
Andrade, & Drake, 2009; Sparrow, 2016). This strategic orientation is aligned
with the approach adopted by the EFQM model. It is said that business
excellence models add a strategic dimension to TQM, underpinning rational
elements within its criteria. It ensures that companies that, officially or
unofficially, follow the model adopt a comprehensive strategic approach,
leading to superior performance. Related to HRM, Canet-Giner and Balbastre-
Benavent (2011) found a direct effect between the needs and expectations of
employees and their impact on People's results and company performance, but
without consideration of specific leadership or strategy styles. However, as
Escrig and de Menezes (2015) suggest that there is a lack of research on
whether and how facilitators, specially HRM practices, contribute to superior
performance.

Other important aspect related to human resources is the leadership style of
these organizations. Some studies, such as Laureani and Antony (2017), have
analysed the key factors that managers in continuous improvement
organizations should count on. Likewise, these authors investigated whether
different leadership styles could condition job and firm performance (Masa'deh,
Obeidat, & Tarhini, 2016). Similarly, Chadwick, Super, and Kwon (2015)
suggested that the leaders emphasis on SHRM has effects on the performance of
companies through the put into practice of determined HR practices, but the



research did not analyse leadership effects.

Finally, the strategy is considered as a very relevant driver to achieve the
objectives set by management with great implications throughout the company.
Related to strategy in QM organizations, Prajogo and Sohal (2006) identified a
positive relationship between strategy, TQM and performance, although without
a specific analysis of HRM.

Thus, as a matter of fact, in the practice, it becomes difficult to find a perfect
link between a firm constraints, such as HRM, leadership or strategy and
performance measurement frameworks (Wongrassamee, Gardiner, & Simmons,
2003). In fact, there is no empirical framework linking the Leadership, People,
Strategy, SHRM suggested by the EFQM Model and performance. In this sense,
Wongrassamee et al. (2003) indicate that future research should focus on how
to implement strategic performance frameworks meaningfully. Moreover, Van
Schoten, de Blok, Spreeuwenberg, Groenewegen, and Wagner (2016) suggest
that more research is needed to demonstrate the advantages of implementing the
criteria of the EFQM Model and SHRM in an organization.

To shed light on this topic, our study contributes to this growing body of
literature by addressing the following research questions: How do leadership,
strategy and human resources contribute to improving organizational
performance? Does SHRM mediate the expected positive relationship between
the personnel criteria and the performance of the company?

To answer these questions, first, we focus on the importance of the adoption of
a leadership style that may have influence over People criterion for attaining
competitive advantages in EFQM organizations. In this sense, the majority of
the authors recognise the effect of leaders on an organization. Although this is
well understood, the style of leadership that managers may adopt in QM
organizations in order to develop consistent HRM practices that have a strategic
impact over performance, is not clear. That is, the kind of leadership promoted
by quality models in order to enhance HRM and performance in organizations
is under debate.



Secondly, we have not been able to determine in prior literature whether SHRM
plays a mediating role between some of the criteria of the EFQM model and
performance in organizations, and therefore this research seeks to determine
whether SHRM plays a determining role in organizations that follow QM
systems.

This study provides significant contributions to the QM literature. We
provide an integrated framework linking SHRM and the EFQM model, through
its criteria People, Leadership and Strategy, that it is tested in a sample of 200
companies. This respond to the recent calls for more research regarding these
relationships. Moreover, the present study advances a more fine-grained
understanding of the strategic role of human resources management to achieve
competitive advantages with its human resources. This is of great interest due to
the importance of personnel in the soft dimensions of TQM and the strategic

perspective adopted for the current version of the EFQM Model.

The paper is structured as follows. Next section studies the EFQM Model, its
criteria and the SHRM perspective that the Model proposes from a theoretical
perspective. Several hypotheses regarding the impact of the adoption of EFQM
criteria over other criteria and over performance are then formulated. Section
three describes the main characteristics of the database used in the empirical
analysis, as well as the variables used and the methodology employed in order
to test the developed hypotheses. Section four discusses the results obtained

and, finally, the main conclusions of the research are presented.

2. Literature Review.

As we have shortly introduced previously, the EFQM Excellence model has
been defined as a model that allows the organizations, through several criteria,
to understand the position that they occupy in the market and to use the
information acquired in the self-assessment, in order to improve the whole

organization (Dijkstra, 1997; Doeleman et al., 2013).



2.1. The EFQM Model

In 1988, fourteen of the major European companies formed the European
Foundation for the Quality Management. This foundation has as goal, namely,
to help European companies to be more competitive in the world market and
raise awareness that Excellence is essential for the process of continuous
improvement.

The EFQM is built on nine criteria grouped into two sections (Figure 1), five
criteria for enablers (Leadership, Strategy, People, Alliances & Resources,
Processes, Products and Services) and four criteria for results (Customer results,
People results, Society results, Key performance results). While enabler criteria
show how things are done in the organization, results criteria illustrate what is

achieved by the enablers.

Figure 1: The EFQM Excellence Model

The EFQM Excellence model suggests causal relationships between and within
enablers and results. Some previous papers advance the hypothesis that there is
a close relationship between enablers and results of EFQM (Bou-Llusar, Escrig,
Roca, & Beltran, 2005; A. Calvo-Mora, Leal, & Roldan, 2006). However, this
association is only partially analysed in the literature.

In this sense, one of the enablers that appears in the model is the criterion
“People”. This criterion underlines the importance of the HR function for the
success of companies. According to EFQM (2013), it emphasizes the
importance of practices like selection and management of professional careers,
training and development, teamwork, performance appraisal, communication
and rewards and remuneration.

However, before analysing the effect on performance that the People criterion
may have under the Excellence model, it is necessary to examine the main
predictors that influence it: the Strategy and Leadership criteria. This analysis

will help to understand how the implementation of these criteria jointly may



provide answers for differences in performance.

2.1.1. Strategy.

Competitive strategy is viewed as a combination of the ends (goals) for which
the firm is striving and the means (policies) by which it is seeking to get there
(Galpin & Whittington, 2012). Organizational strategy determines the main
objectives, actions and policies in the future for all organizational functions, and
more concretely for the personnel department. Moreover, when technological,
economic and demographic changes are pressing organizations to adopt more
effective HRM (Xie, 2007; Zhu, Cooper, Thomson, De Cieri, & Zhao, 2013), a
good fit between organizational strategy and human resource practices is even
more important (Cappelli & Crocker-Hefter, 1996; Sun & Pan, 2011).

Good strategic alignment will improve the involvement of the employees,
stimulating their know-how and their skills. In this sense, organizational
managers have realized the importance of employee learning, training and
commitment in order to improve organizational performance (Park & Jacobs,
2011). In this regard, Wan Hooi and Sing Ngui (2014) suggested that strategy
and HR practices should be developed jointly, in order to achieve a better

performance in organizations.

Following the EFQM Model, the strategy of the company must act as a
reference for the staff of the organization (EFQM, 2013). Therefore, the enabler
Strategy of the EFQM Model should be correlated with the application of the
EFQM Model principles on HRM covered by the enabler People. In fact, some
studies have found a positive relationship between these two criteria of the
model (Eskildsen & Dahlgaard, 2000; Hanks, 2012; Sadeh & Arumugam,
2010).

Thus, for instance, the subcriterion 4 of the Strategy criterion (“Implementation
and communication of the policy and strategy”) gathers the importance of the

communication of the policy and strategy to every employee of the



organization. So this subcriterion makes reference to the fact that the
organization may align and communicate its plans, aims and goals to all its
employees (EFQM, 2013).

In the same way, the subcriterion 4 of the People criterion (“Existence of
dialogue among people of the organization) refers to the value of the
identification of the communication needs in an organization, as well as the

development of policies and strategies based on those needs (EFQM, 2013).

Thereby, the new perspective in HRM suggests that it is directly influenced by
corporate strategy, considering it as critical for the survival and success of the
organization (Boxall & Purcell, 2003; Darwish, Singh, & Mohamed, 2013).

Therefore, organizational strategy becomes an essential element that will
determine the HR policies that will be implemented in it. Consequently, it could

be expected to find that:

H,: The criterion Strategy of the EFQM model has a positive relationship with

People criterion.

2.1.2. Leadership.

Senior management must provide leadership and be committed to creating an
organizational climate/culture that promotes employee empowerment and
focuses on customers’ satisfaction (Ugboro & Obeng, 2000). In fact, following
Baptiste (2008) and Vermeeren, Kuipers, and Steijn (2014), leadership is a
determinant of employees’ satisfaction, which enhances organizational results.
Moreover, leadership can be considered to encourage employees’ empowerment
and commitment through challenging work conditions (Asag-Gau &
Dierendonck, 2011; Gillet & Vandenberghe, 2014). Therefore, managers must
create and promulgate the values and philosophy of the organization, as well as
the goals consistent with these values to achieve them (Eskildsen & Dahlgaard,
2000; Hanks, 2012).



Leaders continuously motivate and encourage the people they cooperate with
and act as a reference model for behaviour and performance, demonstrating
their ability to adapt the course of the organization in relation to an external
environment that changes continuously (Vermeeren et al., 2014). Concretely,
from the different types of leadership that exist, transformational leadership
strives to align the values and goals of employees with those of the organization
by influencing or altering their values, beliefs and attitudes through
internalization or identification (Menguc, Auh, & Shih, 2007). Transformational
leaders encourage employees to have a sense of belonging, duty, commitment
and stimulation in order to achieve their objectives and values (Gillet &
Vandenberghe, 2014; MacKenzie, Podsakoff, & Rich, 2001).

Concretely, and regarding the EFQM Model, it defines leadership as follows:
“Excellence is to carry out a leadership with vision capability that serves as
inspiration for others and that is coherent in the whole organization” (EFQM,
2013). Since Lowe, Kroeck, and Sivasubramaniam (1996) and Doeleman, ten
Have, and Ahaus (2012) considered a transformational leader as the one that is
committed to others in such a way, that the leader and the follower mutually
arise in themselves a higher level of motivation and morality, it may be
observed a clear relationship between EFQM Leadership and transformational
leadership.

Furthermore, there is an important field of the literature that has found evidence
suggesting that leadership is a critical component of the effective management
of employees (Asag-Gau & Dierendonck, 2011; Vermeeren et al., 2014). This
conclusion is also supported by studies that have tested EFQM models
suggesting the existence of a link among the criteria of Leadership and People
(A. Calvo-Mora et al., 2006; Doeleman et al., 2013; Sadeh & Arumugam,
2010). Specifically, by examining in depth the EFQM Model, it may be
observed that there is a close relationship among several subcriteria of the
Leadership and People criteria. For instance, the subcriteria 4 of the Leadership

criterion, named “Motivation, support and recognition of People on behalf of
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leaders™ is related to the subcriteria 3 and 5 of the People criterion, called
respectively “Involvement and liability assumption on behalf of People” and
“Compensation, recognition and attention to People” (EFQM, 2013). In this
sense, following Bayo-Moriones, Bello-Pintado, and Merino-Diaz-de-Cerio
(2011) and Youssef, Youssef, and Ahmed (2014), the presence of quality
systems in an organization such as the EFQM model, efficiently led, may have
a significant and positive effect in the adoption of flexible work practices issued
to the promotion of the employees, their involvement and empowerment. In this
regard, and according to Baptiste (2008), the type of leadership promoted by the
EFQM Model is determinant for HRM.

For all these reasons, it could be expected that:

H,: The criterion Leadership of the EFQM model has a positive relationship

with People criterion.

Trustful and cooperative leaders enhance the alignment process between
leadership and strategy of an organization (Heavey & Murphy, 2012). That is,
leaders have to take their organizations into the future by implementing
strategies that lead them towards more favourable outcomes.

Leadership practices being developed in a coherent way aligned with an
Excellence model have been shown to enhance business strategy, creating
positive synergies on it (Laschinger & Fida, 2015; Zarrabi & Vahedi, 2012).
Specifically, the EFQM Model indicates that excellent leaders develop and
facilitate the prosecution of the mission and vision of an organization. Likewise,
they encourage the organizational values and the different systems required to
achieve a sustainable success over time (EFQM, 2013).

In fact, the EFQM Model establishes how everything planned (the strategy)
may be put into practice on behalf of leaders, through a series of actions led to
continuous improvement and the generation of value for the stakeholders (A.
Calvo-Mora et al., 2006; Prabhakar & Yaseen, 2016).

11



Thus, the EFQM (2013) also posits a positive relationship between its criteria
Leadership and Strategy. Following this line of thought, several empirical
studies support this association (Raharjo et al., 2015; Sadeh & Arumugam,
2010; Suarez, Calvo-Mora, & Roldan, 2016).

Similarly, a link among several subcriteria of the criterion Leadership and the
criterion Strategy may exist. For instance, the subcriterion 1 of the Leadership
criterion is focused on the “Development of the mission, vision and values on
behalf of employees”. In the same way, the subcriterion 2¢ of the Strategy
criterion is concentrated on the “Development, review and update of the policy

and strategy”.

As the close relationship between the criteria Leadership and Strategy of the
EFQM Model suggest, and as A. Calvo-Mora et al. (2006) and Hanks (2012)
concluded, organizational leaders are the ones that should create and transmit
the values and aims of an organization, as well as the development of a strategy

to accomplish them.

Therefore, the following hypothesis could be put forward:
H;: Leadership criterion, according to the EFQM model, has a positive

relationship with Strategy.

2.1.3. A Strategic HRM Perspective.
The new perspective on HRM suggests that people management directly
influences the implementation of strategic organizational targets and operations
(Bonavia & Marin-Garcia, 2011) contributing to improve organizational
efficiency (Gao, Zhou, & Wu, 2016). SHRM can be defined as the pattern of
planned human resource development and activities intended to enable an
organization to achieve its goals (Knies, Boselie, Gould-Williams, &
Vandenabeele, 2017; P.M. Wright & McMahan, 1992). Consequently, SHRM
focuses in the development of HR activities for sustaining the competitive
strategy of the company (P. M. Wright & Snell, 1991) with the aim of

12



improving organizational performance (Ali, Lei, & Wei, 2017) and developing
an organizational culture that fosters innovation and flexibility.

All personnel policies have to be captured by an HRM strategy. This can be
understood as the orientation adopted by the organization to direct human
aspects related to employees, giving an internal cohesion to these activities in
its general implementation (P. M. Wright & Snell, 1991).

However, the important point of this new perspective on HRM is to consider
that the function of HRM is critical for the survival of the company and its
success (Boxall & Purcell, 2003; Pattanayak & Sahoo, 2017). From this
statement, two main perspectives have been developed: content and process
approaches.

On the one hand, the content approach defines HRM policies with the aim of
obtaining improvements in organizational performance (Maleyeff, 2006), so
that HRM has to be integrated with the strategy and be implemented in the daily
work (C. A. Lengnick-Hall et al., 2011). Many studies have tried to link HRM
with competitive advantage (e.g. (Ali et al., 2017; Boxall and Purcell (2003))),
identifying a positive relationship. In fact, skilled workers that are not
motivated through HRM practices are difficult to contribute to performance
(Bonavia & Marin-Garcia, 2011).

However, under this strategic approach, Delery and Doty (1996) distinguished
three perspectives for studying the impact of HRM on performance:
universalistic, contingent and configurational. The universalistic view maintains
that there are some HRM practices, called as "best practices’, that have a
positive influence on the organizational performance of all the companies,
whatever their characteristics (e.g. (Delery & Doty, 1996; Saridakis, Lai, &
Cooper, 2017)). The contingent view maintains that there are no best HR
practices, because, in order to be effective, HR practices must be consistent with
other aspects of the organization, specifically with its strategy (Akhtar, Ding, &
Le, 2008). Finally, the configurational approach maintains the importance of
implementing internally consistent HRM practices, rather than isolated

13



practices, in order to affect performance (Tzabbar, Tzafrir, & Baruch, 2017; P.
M. Wright, Dunford, & Snell, 2001).

In the case of the EFQM model, a number of HRM policies appear under the
People criterion for excellent organizations. Thus, HR practices should be taken
into account when a quality model or system is developed inside an
organization (Martinez-Jurado, Moyano-Fuentes, & Gémez, 2013).

That is, for example, organizations should motivate or train their employees,
and involve them in the improvement processes that the model suggests
(Eskildsen, 1998; Matthies-Baraibar et al., 2014). From the perspective of the
EFQM model, it is clear that the People criterion is positively related to
organizational performance. Furthermore, according to EFQM (EFQM, 2013),
it is designed to care for, communicate, reward and recognize, in a way that
motivates people, builds commitment and enables them to use their skills and
knowledge for the benefit of the organization. This may develop innovative
HRM practices that will lead to a superior performance (Cafiibano, 2013). Thus,
HRM, considered in relation to the People criterion may contribute to improved
organizational performance, provided that these HR practices encourage
committed and efficient employees (Tracey, 2012). Therefore, the following
hypothesis is proposed:

H4: People management, according to the EFQM model, has a positive

influence on performance.

On the other hand, the SHRM process approach analyses how to design the
HRM strategy to attain a competitive advantage. From this perspective, the
literature identifies two orientations: proactive and reactive. Proactive
approaches are followed by those companies that link their human resource
management practices with their business strategy and mobilize the ability and
actions of organizational members toward the firm’s goals. Furthermore, HR
managers may participate in the design of corporate strategy. Thus, HRM will

contribute to the implementation of the firm’s strategy (M. L. Lengnick-Hall,
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Lengnick-Hall, & Rigsbee, 2012). In contrast with this, a reactive approach
provides answers to essential questions (Harpaz & Meshoulam, 2010), adapting
HR to a previous organizational strategy that has be developed without
consideration of the main HRM aspects. According to literature, SHRM should
adopt a proactive perspective to help organizations to define and to implement
their strategies (Chadwick et al., 2015).

Furthermore, according to the EFQM, it is necessary to align HRM with the
strategy of the company (A. Calvo-Mora et al., 2006). The literature in this
field shows the benefits of adopting proactive HRM strategies (Cafiibano,
2013). These arguments are also taken into account by the People criterion of
the EFQM model. Moreover, as the EFQM Model encourages the
organizational strategy to be highly aligned with HRM, HR managers should
participate in the design of the corporate strategy (M. L. Lengnick-Hall et al.,
2012). As a result, it is expected that organizations that perform better on the
People criterion will adopt proactive SHRM, because, as noted above, this
perspective has been broadly related with organizational performance (Muindi,
2017; Ngo, Lau, & Foley, 2008; Singh & Singh, 2014).

As a consequence, it is suggested that the People criterion will have a positive
effect on performance, but it is necessary to adopt a strategic approach to HRM
in order to obtain the best results. For this reason, mediating role of the SHRM
orientation is proposed in the last hypothesis:

H5: A SHRM orientation plays a mediating role between People criterion

according to the EFQM model and performance.

3. Methodology

3.1. Population and Sample
The population used in this study includes Spanish manufacturing organizations
from different sectors with between 50 and 500 employees and more than five

years of existence. Using the SABI (lberian Balances Analysis System)
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database, 3814 companies with these characteristics were identified.

The information was collected with a structured questionnaire via a webpage
designed for the purpose, reinforced via telephone. The questionnaire was
previously tested in some companies and by experts of different Spanish
universities in the pilot phase. Then, the final process was carried out by a
company specialized in the execution of these questionnaires.

In order to eliminate one of the most frequent forms of bias, we used multiple
informants from each company, enhancing the validity of the research findings.
In this case, we have directed our research focus to four managers at each
company: quality, operations, marketing and HR managers. Each manager
answers a common section of the questionnaire (related to the EFQM model)
and a second section specific to their function in the company (i.e. personnel
managers provide information about strategic perspectives in the HRM, culture,

and so on).

We randomly contacted with 871 companies and obtained 800 valid
questionnaires (four managers answered for each of the 200 companies that
participated in the study). The unit of analysis for this study was the company.
The sample was composed of medium sized companies: 45.0% of the sample
had 50 to 99 employees, 30.5% had 100 to 250 employees and 24.5% had 250
to 500 employees. The characteristics of the 200 companies of the final sample
are summarized in Table 1. Our sample was not made of companies that were
applying the EFQM Model in an active way, but we consider that all companies
of the sample, although without consciousness in most of the cases, follow
some of EFQM Model recommendations in a certain degree, since these

recommendations are of general knowledge in the world of management.

3.2. Measures.
The design of the questionnaire was based on a discussion of the literature. For
all the measures we used a Likert scale of 5 points (1="Strongly disagree”;

5=“Strongly agree”).
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EFQM variables

To measure them, the EFQM model sub-criteria were used as a guide for
developing the final questionnaire.

The different subcriteria were evaluated to avoid duplication, and the list was
reduced to 64 items. In this paper we have used 10 items for measuring
Leadership, 8 items for Strategy, 10 items for People criterion and 16 items for
measuring performance (four for each Results’ criterion).

When the EFQM model is used to evaluate a company, it is computed as an
index. Therefore, following the methodology used in the application of the
EFQM model, these four criteria were processed as formative constructs in
coherence with previous researches (Sadeh, Arumugam, & Malarvizhi, 2013).
In addition, it is important when using a formative construct to build the index
based on a large number of indicators, thereby ensuring that they have tapped
into the multidimensional and multifaceted domain of the construct (Bollen &
Lennox, 1991).

SHRM

While the operationalization of the model relied primarily on formative
measures (where the measure itself is taken as the true representation of the
variable’s value), a reflective measure (where the measurement items “reflect”
or are driven by an underlying latent variable they represent) was used for the
measuring of the strategic behaviour of the company, HRM. This construct
reflects the adoption of SHRM practices that are internally consistent and
compatible with the firm’s strategy. The study of Wei, Liu, Zhang, and Chiu
(2008) based on previous literature (Ngo et al., 2008) was used to define the
scale of measurement for the adoption of SHRM practices. 10 items for SHRM
were measured and just the HR manager of the company answered the items of
this scale. Cronbach’s reliability coefficient was calculated, and the alpha value

was 0.871, indicating acceptable measurement reliability.
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Control variables.

According to literature, performance could be influenced by contextual
variables such as size and age of companies. In this sense, studies that have
examined this question, obtain contradictory results (A. Calvo-Mora, Picén-
Berjoyo, Ruiz-Moreno, & Cauzo-Bottala, 2015). Therefore, it appears that
different reasons relating to the characteristics of the operations carried out or
the intrinsic motivation to follow certain practices may be behind the impact of
size and age on SHRM and performance in an organization and the need to
explore leadership, HRM, SHR and performance as a joint framework. Thus,
we have included, as control variables, the age and size of the company,
measured by the number of years from its foundation and the number of
employees each one has; since they could be good determinant of reliable

results in the study.

Table 2 shows means and correlations among the variables used in this

research.

Table 2: Descriptive statistics and correlation matrix
4. Analysis and Results.
Structural equations modelling methodology was employed to test the
hypotheses. Conventional maximum likelihood estimation techniques were used
to test the model (Joreskog & Sorbom, 1996), using EQS 6.1 software. The

results are shown in Figure 2.

Figure 2: Results of testing the hypotheses.

The results suggest a good fit of the specification for measuring organizational

learning (x2:7.606, df=4; goodness-of-fit index [GFI] =0.989; root mean square
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error of approximation [RMSEA] =0.067; comparative fit index [CFI] =0.994;
non-normed fit index [NNFI] =0.967; incremental fit index [IFI] =0.994). The
GFI, CFI, TLI and IFI statistics are near or exceed the recommended threshold
level of 0.90 (Hoyle & Panter, 1995).

Furthermore, the RMSEA is below 0.080 and the root mean square residual
[RMR] and standardized RMR are 0.005 and 0.023, respectively, indicating an
acceptable fit. The traditionally reported fit indexes are within the acceptable
range.

One of our tasks was to identify if the criteria Strategy and Leadership of the
EFQM model were related to People criterion, and their effect on performance
in organizations. In this sense, the findings for H; suggest that Strategy
(B=0.294, p<0.001) has a positive and significant relationship with the People
criterion, supporting the widespread view that organizational strategy may

shape other departmental strategies in EFQM organizations.

Table 3: Construct structural model

Our second hypothesis focuses on the relationship between Leadership and
People criterion (f=0.635, p<0.001). The acceptance of this hypothesis helps to
underline that the role of managers is a key driver of the human resource
policies adopted by a company that implement an EFQM model.

Our third hypothesis is based on the relationship between two criteria,
Leadership and Strategy. Our results show also a positive relationship (p=0.520,
p<0.001). In this case, the behaviour and actions of the executive team create
the culture, values and overall direction required for long-term success in
organizations favourable to EFQM.

In hypothesis Hs we tested the relationship between People criterion and
performance (p=0.411, p<0.001). Our results confirm the importance of how
organizations implement, manage, develop and release the full potential of their

people according to the advices included in this criterion of the EFQM, for
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attaining competitive advantages.

Finally, the last goal of this research was to determine whether or not the
implementation of a SHRM approach could explain superior performance in
organizations that follow the principles included in the People criterion of the
model. In this case we analysed the mediating effect of a strategic perspective
on HRM, with both direct and indirect effects. The first link (direct effect)
examined the direct relationship between People and performance (H,), while
the second link (partial mediation) examined the same relationship with SHRM
acting as a mediator. The results of the mediation link support our hypothesis.
First, the partial mediation model explains more variance in performance than
the direct effect model (0.329 compared with 0.398). Second, positive
relationships exist between People and SHRM (B= 0.561, p<0.001); and
between SHRM and performance ($=0.249, p<0.001) (see Figure 1). Third, the
significant relationship between People and performance in the direct effect
model ($=0.510, p<0.001) diminishes in the partial mediation model ($=0.411,
p<0.001). Together these three points provide evidence that there is a
discernible mediating effect of strategic HRM and that the partial mediation

model represents a significant improvement over the direct effect model.

5. Discussion and Conclusions.

Regarding our first aim, it was confirmed that, from the EFQM model,
managing people is conditioned by several factors. On the one hand, following
the recommendations included in the criteria Leadership and Strategy of the
model can shape the good implementation of People criterion practices
according to this model. Both predictors are well supported by the literature and
reflect the influence of senior management on SHRM (Chuang, Jackson, &
Jiang, 2016; Viitala et al., 2017).

Concerning the second aim, the proposed hypothesis is accepted, demonstrating
that HRM needs to adopt a strategic perspective, so that it can mediate the

relationship between personnel practices and performance, ensuring that the
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former generates HRM behaviour that contributes to improving organizational
performance (Darwish et al., 2013). The combined effect of People criterion
and SHRM appears to achieve better results in organizations that follow the
EFQM model.

Van Schoten et al. (2016) Balbastre-Benavent and Canet-Giner (2011) and
Haffer (2010) suggested in their studies that more research is needed to
demonstrate the benefits of implementing the EFQM model and SHRM in an
organization. Our study is a proof of the probable success that organizations
may obtain when they follow this profile.

Additionally, it has been observed that the size of the companies’ influence
Strategy and People, shedding light on this issue, on which contrary results had
been published in various studies (A. Calvo-Mora et al., 2015). In this sense, it
can be stated that medium-sized companies that have the most consolidated
policies get to align Strategy and HR issues, contrary to what, for example, may
occur usually in smaller companies that do not have structured internal
processes or, for example, do not have in-depth human resources policies.

The findings of the empirical study shed light on some unexplored arguments.
In conclusion, our paper has shown that Leadership criterion has a positive
effect on organizational Strategy criterion and personnel practices represented
by People criterion of the EFQM model, while also strategy is positively
associated with it. It has also been found in this research that following the
principles included in the People criterion of the model affects positively
organizational performance through SHRM. In this sense, the findings provided
evidence of the mediating role of SHRM behaviour on the relationship between
People criterion of EFQM model and performance. Specifically, the enabler
criterion of People in the model is a determinant for developing strategic HRM
behaviour and obtaining improvements in performance. In fact, the EFQM
Model proposes to carry out as a transformational leadership, as well as an
universalistic and proactive approach of HRM. This is aligned with the new
perspective on HRM, which suggests that HRM is influenced directly by
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strategy, with the aim of attaining a major performance and success (Knies et
al., 2017).

This supports assumption that HRM has a direct effect on performance but its
influence is greater when HRM adopts a strategic perspective (Gao et al., 2016).
HR managers will be asked to choose the best practices following the
suggestions of the People criterion of the EFQM model, in order to improve
results. For this purpose, they will need to consider the importance of
implementing a SHRM approach that influence positively performance.
Nevertheless, the cross-sectional design of this research is a disadvantage. Even
though the structural equations method was employed, interpretation of the
causality between constructs should be accepted with caution (Tippins & Sohi,
2003). In order to examine the causality of these relationships, future research
should use longitudinal studies. Second, although this study uses a broad
measure for organizational performance, the measure is subjective and could be
complemented with objective and financial data.

For future research, we also identify three approaches that could enrich the
study of the analysed relationships. First, we suggest that it would be helpful to
examine which HRM practices are clearly linked to the model, and their impact
to organizational performance. Second, our model analyses relationships among
Leadership, Strategy and People. One of the main factors that is omitted from
the model is organizational culture. In consequence, we suggest that future
research should analyse the type of organizational culture required to foster the
relationships in the model.

Finally, future research should study in depth the functioning of the EFQM
model in relation with total quality models, especially in human resource topics.
For example, it would be interesting to compare which human resource
management practices are derived from EFQM and TQM or, even, from the
ISO 9001 norm.
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7. Appendix

1.- Items included to measure EFQM “People criterion”:
Regarding personnel:

e Employees and their delegates are involved in the development of human resource
strategies.

e  The personnel strategy is aligned with the organizational strategy and structure.

e Training and development plans are adjusted to the current and future capabilities
of the organization.

e  Capability in teamwork is developed.

¢ Individual and team participation in improvement activities is encouraged.

e Involvement and creative and innovative behavior on the part of employees are
stimulated.

e Vertical and horizontal communication is encouraged.

o Knowledge sharing is promoted.

e Reward, compensation and dismissal processes are aligned with the organizational
strategy.

e  Acknowledgment is given to employees in order to get them involved.

2.- Items intended to measure leadership:
Regarding the managers of your company...

e They are actively involved in improvement activities.

e Cooperation among members in the organization is stimulated.

e  The structure of the organization is proportioned to support the implantation of the
policy and strategy.

e They are interested in the measurement, review and improvement of process
results.

e  They strive to meet customers’ needs.

e They strive to meet society’s needs.

e They are accessible, listen actively and respond to the people that make up the
organization.

e They recognize the efforts of people and teams on all organizational levels.

e They guarantee the investment, resources and support needed for changes.

e They communicate changes and reasons that have caused them to employees and
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other stakeholders, who may be affected by them.

3.- Items conducted to measure SHRM:
Regarding the strategic planning process of your organization...

e  Managers’ characteristics are in agreement with strategic planning.

e  The needed managing style for the long-term operation of the company is
identified.

e Compensation systems of the Management team in order to achieve long-term
goals are modified.

e  Selection types to help to implement the company strategies are designed.

o Key personnel are evaluated based on its potential to carry out strategic aims.

e Job positions are described based on what work can suppose in future.

e Personnel development programs to support strategic changes are led.

e Human resources department proportionate human resources information for
strategic decisions.

e A human resources planning exists in the company, with clear and formal
proceedings.

e The senior management is capable of communicate effectively the goals and

strategies to employees.

4.- Items included to measure Performance:
Indicate how each of the following measures evolved in the last three years:

e The opinion of clients about the quality of design of our products.
e The opinion of clients about the quality of production of our products.
e  The market value of the company.

e The quantity of complaints and claims on behalf of clients.

e  The motivation of employees to improve the organization.

e  The participation of employees in the improvement of the organization.
e  Security and hygiene in the workplace.

e The qualifications of employees.

e The knowledge of our organization of its relationships with society.

e The image of the organization in relation to society.

e  Satisfaction with the relationships with public administrations.
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The acknowledgement of external bodies such as entrepreneurial, public or union
organizations.

The productivity of our organization.

The unit production cost of our products.

The benefits of our organization.

The profitability of our organization.
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Table 1. Sample Characteristics.

Activity Sectors

Manufacture of textiles 4.98%
Manufacture of leather and related products 17.41%
Manufacture of paper and paper products 1.00%
Printing and reproduction of recorded media 3.48%
Manufacture of chemicals and chemical products 3.98%
Manufac_:ture of basic pharmaceutical products and pharmaceutical 1.49%
preparations

Manufacture of rubber and plastic products 9.45%
Metal mechanic 19.40%
Manufacture of electrical equipment 4.48%
Manufacture of furniture 27.86%
Other manufacturing 6.47%

Sales Volume (mill. €)
<10 31.0%
10 - 50 43.5%
50 - 100 14.0%
>100 11.5%
Number of employees

55-99 45.0%
100 - 250 30.5%
250 - 500 24.5%

Total: 200
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Table 2: Descriptive statistics and correlation matrix.

St. Correlation matrix
Construct Mean
Dev. 1 2 3 4 5 6
1. Leadership | 3.961 | 0.492 1
2. Policy and | 3.784|0.483| 0.689™ 1
Strategy
3. People 4.076|0.442 | 0.765™| 0.713™ 1
4. Strategic 3.595|0.468 | 0.538™ | 0.499™ | 0.609™ 1
HRM
5. 3.996| 0.408| 0.473™ | 0.509™ | 0.594™ | 0.525™ 1
Performance
6. Age 3.133|0.554| -0.038| 0.065| 0.017| -0.027| 0.037 1
7. Size 4.845|0.693| 0.280™ | 0.387™ | 0.413™| 0.344™ | 0.329™| 0.044
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Table 3: Construct structural model

Hypotheses [Model relationships Stand t-value Empiric
parameter conclusion

H1 Strategy — People 0.294 4,995 |Accepted
H2 Leadership — People 0.635 0.188™** |Accepted
H3 Leadership —Strategy 0.520 12402 |Accepted
Ha People — Performance 0.411 5716 " |Accepted
Hs5 People — SRHM 0.561 0.177"* |Accepted

SRHM — Performance 0.249 3560

Size — Strategy 0.204 3.993""

Size — People 0.152 3442

Size — SRHM 0.113 1.850

Size — Performance 0.071 1.167

\Age — Strategy 0.077 1.568

IAge — People 0.010 0.242

Age — SRHM -0.044 0.783

Age — Performance 0.032 0.587

2
Note: *** p<0.001; Fit statistics for measurement model: y @ = 7.606; P>0.10,
CF1=0.994, IFI1=0.994, GFI=0.989, RMSEA=0.067.
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Figure 1: The EFQM Excellence Model

The EFQM Excellence Model

Enablers Results -

L *

Learning, Creativityand
Innovation

Source: EFQM (2013).
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Figure 2: Results of testing the hypotheses.
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