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ABSTRACT

The intense and continues changes in working environment lead the companies in
Malaysia to gain and conquer the competitive advantages in order to compete well with
other competitors in the market and with effective utilization of Human Resource
Management in the aspect of its functions, companies will able to gain the advantages
not only in terms of human capital, as well as increase in performance in general
including the financial performance. In additions, according to Cyert and March (1963),
profit was identified as the one of the domains that is consistently important to an
organization aside from inventory, market share and production. It is no doubt that, with
the intense competition due to globalization, the organization required to obtain a better
financial performance and to maintain financial position in order to run its daily
business operations and continues operate the business in the long term. The main
objective of this study not only to study the relationship of each functions of Human
Resource Management have but to identify which functions that influence the most
toward the financial performance of the companies. The methods used for this research
study is quantitative method and 200 questionnaires had been distributed and collected
for data analysis purposes. SPSS software was used to analyse the data retrieved from
the questionnaires and the outcomes of this had showed that, performance appraisal
have the most influential effect upon the financial performance of Malaysian Public
Listed Companies and all the functions does establish a relationship with the financial
performance but the most influential functions was performance appraisals with slight
different from compensation and the least influential functions was job flexibility
followed by recruitment & selection.



ACKNOWLEDGEMENT

First and foremost, I’'m would like to express my gratitude upon All Mighty, Allah
S.W.T for this opportunity and courage Allah S.W.T had given upon me to finished this
dissertation in due time. It is no doubt, without His permission all of this would be
impossible. Therefore, I’'m very grateful towards Allah S.W.T for this opportunity and
nothing will be easy without His blessing.

Secondly, | would like to state my appreciation to dissertation supervisor, Dr.
Maizatul Akmal Musa. It is no doubt, the journey of this dissertation is challenging and
accompanies with many obstacles but with Dr Maizatul’s assistance and guidance, I’'m
would have never managed to complete this dissertation. Furthermore, Dr Maizatul’s
involvement, patience and support had lead me to growth along with this dissertation
process as a postgraduate student and put me in the right direction of this dissertation
journey and allowed me to accomplished my dissertation within the time period.

I would like to take this opportunity to thanks my fellows’ comrades of this
postgraduate studies such as my full time friends who embark on this journey together
with me and give each other words of motivations and help me during tough period
during the dissertation time and my part time friends as well who always give me
warmth words to pursuit my dissertation during hard times. Not to forget my other
friends as well that aid me by giving encouragement when I conducting my dissertation.
Without my friends’ presence and their positive support, I would have struggle more
than 1 could handle. thus, thank you my friends for being there during my hard and
leisure time.

Most importantly, I would not be taking this postgraduate course and conduct this
dissertation without my beloved family. To my parents, thank you for your pray,
financial support and words of motivation along with my parent’s understanding when
I’m finishing my dissertation. Next, I would like to thanks my siblings for the comfort
given to me during my hardship in this journey. Thank you for the believe my family
and siblings had in me when | complete this dissertation journey.



TABLE OF CONTENTS

EXAMINATION CERTIFICATE
AUTHOR’S DECLARATION
ABSTRACT
ACKNOWLEDGEMENT
TABLE OF CONTENTS

LIST OF TABLES

LIST OF FIGURES

LIST OF ABBREVIATIONS

CHAPTER ONE: INTRODUCTION

11 Preamble

1.2 Problem Statement

1.3 Research Questions

14 Research Objectives

15 Scope of Study

1.6 Significance of The Proposed Study

1.7 Definition of Terms, Terminology and Concepts

CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
2.2 Evolution of Human Resource Management
2.3 Theoretical Literature Review
2.3.1  Resource Based View Theory

2.4 Empirical Literature Review

2.4.1  Human Resource Management Effect On Financial Performance

2.4.2  Compensation and Financial Performance

Vi

Page

Xi

12
12
15
19
19
20
21

22

29
29
29
31
31
35
35

37



CHAPTER ONE
INTRODUCTION

1.1 Preamble

The spark of the 21st century corporation was lit by the new technology as the
corporation undergoing a radical transformation where the 21st century corporation
emerges in different ways and opposite from the 20th century organization that the
senior manager had shaped, along with the globalization that rapidly occur as the
booming economies of recent years in developed countries have been fuelled by
globalization. The implication of this globalization and revolution of technology had
lead the organization to face high level of competition with the competitors in the
market and one of the way to over thrown the competitor is to achieved the competitive
advantage and despite the globalization and technology development, the goal for each
organization across the globe remain the same which is to achieve great profit from the
business as one of the goals the company want to achieve. Besides that, acquiring
tremendous and continues organizational performance and obtain competitive
advantage are part of the main goal that organization strikes to aim in the divergent
environment where the companies operate nowadays (Aldaibat & Irtaimeh, 2012) as
stated by Rawashdeh and Al Adwan (2012).

According to Cyert and March (1963), profit was identified as the one of the
domains that is consistently important to an organization aside from inventory, market
share and production. It is no doubt that, with the intense competition due to
globalization, the organization required to obtain a better financial performance and to
maintain financial position in order to run its daily business operations and continues
operate the business in the long term. Therefore, through the function of Human
Resource Management (HRM) in the organization, the companies able to achieve the
competitive advantage and improve the firm performance especial the financial
performance as Human Resource Management function able to enhance the firm
performance since Human Resource Management involving possible policies, functions
and structures for managing employees (Hof,2005).

The connection between ways of firms manage their people and the economic result

is resilient derived from substantial and growing number of research evidence. For
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