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Abstract

Human capital refers to all the competences of employees. It is a resource of knowledge, skills and atti-
tudes existing in every human being and society as a whole, which defines capability of work and adapta-
tion to changes in the environment, and possibility of creating new solutions. The paper is theoretical and
empirical in nature and presents the role of human capital in the implementation of personnel policy in an
organisation. The aim of the paper is to present diagnosis of the level of human capital that contributes
to the implementation of personnel policy of public administration on the example of integration and
welfare institutions examined. Empirical part of the paper presents analysis of the survey results within
selected aspects of human capital management in the institutions examined. Primary data collected dur-
ing a quantitative study using questionnaire surveys, with a survey questionnaire as a research tool.
The questionnaire was addressed to randomly selected employees of public administration organizations
of the type integration and welfare institutions located in Silesian Voivodeship (Poland). Results of re-
search: in the area of a strategy for human capital management there is a clear lack of a comprehensive
approach which would enable a consistent use of modern tools for human capital management in this
type of institutions.
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Introduction

Human capital is the driving force of an organisation. Creativity and creative thinking, as
well as involvement in work, allow organisations to develop and achieve effects of their activi-
ties. It is people - aware of their competences and necessity of improving them, not only in the
professional field - that constitute the pillar of an organisation. Human capital of an organisation
is a factor that determines the achievement of competitive advantage on the modern market,
while a feature of human capital is human capability of learning and constant development of
possessed knowledge. As shown in further analysis, the organisation analysed takes every effort
to strengthen its capital, i.e. people employed in it.

Due to lack of comprehensive reports and analyses diagnosing the state of the process of
managing human resources in public administration in Poland, the general aim of the research

https://doi.org/10.33225/pmc/19.14.32 ISSN 2029-6932 (Print) ISSN 2538-712X (Online)



Joanna DZIENDZIORA, Matgorzata SMOLAREK. Human capital as a determinant of strategic human resources management in
public administration on the example of Poland

project was to diagnose the state of human resource management taking into account its impact
on the functioning of integration and welfare institutions, and to indicate areas of improvement
in the model under diagnosis.

Theoretical Background

In economics theory, there are two basic approaches to human capital which are Macro-
economic approach and Microeconomic approach. Microeconomic Approach to human capital
is based on business economics and managerial views (Alika & Aibieyi, 2014).

Academic literature provides numerous definitions of human capital in Microeconomic
approach. According to the most frequently quoted definition, "human capital is a resource
of knowledge, skills, health and vital energy, existing in every human being and society as a
whole, determining capability of work, adaptation to changes in the environment and possibili-
ties of creating new solutions." This definition stresses the role of human capital in dynamically
developing and changing environment in the area of creativity and innovativeness (Sung, Sun
Young, Choi, & Jin Nam, 2018).

Davenport and Prusak (1998) see human capital as the innate abilities, behaviours, per-
sonal energy possessed by people and these elements make up the human capital which they
bring to the workplace. To Armstrong (2009) human capital is the knowledge and skills which
individuals create, maintain and use. New theories of economic growth characterized the hu-
man capital as the sum of the individual congenital and acquired skills, knowledge, and expe-
riences of individuals. OECD defines human capital as knowledge, skills, abilities, and other
characteristics that are relevant for economic activity (Kucharcikova, 2011).

These aspects are becoming particularly important in a knowledge-based economy
(Ployhart, Nyberg, Reilly, & Maltarich, 2014), where success is determined by easy adaptation
to the conditions of operation in a turbulent environment, the so-called adaptability to changes
(Sipa, 2017). Innovative approach to managing people in an organisation stresses: decisive
contribution of human capital to creation of an organisation’s value and determining its com-
petitive position, treatment of people as profit leverage, rather than as a mere element of costs,
management of the development of employees - development is a form of joint investment of
employees and employers, flexible and dynamic management as a paradigm of the 21st century
(Juchnowicz, 2007). Academic literature recommends that investment in human capital is most
important for achieving higher level of economic growth which gives raise to the per capita
income and higher level of slandered of living (Greer, Lusch, & Hitt, 2017).

The formation of human capital takes place as part of the personnel function of an or-
ganisation, which involves such stages as: human capital planning, recruitment of employees,
evaluation, development and remuneration of employees, communication or human relation
building. The main areas of value creation in the area of the use of human capital are: work
organisation, management, motivation, effectiveness management, employee evaluation and
communication. However, every organisation should strive to ensure that human capital is ef-
fectively used in the process of work. Appropriate use of human capital should bring an organ-
isation measurable effects (Dziendziora & Smolarek, 2010).

Both the theory and practice provide increasing proof confirming the thesis that human
capital is the most important of an organisation's assets. However, the measurement of the
value of human capital still causes a lot of problems, both methodological and practical ones.
Human capital, especially nowadays, is characterised by dynamically increasing importance of
knowledge at all levels of social and economic life and is regarded as the main factor influenc-
ing economic growth and development, both of countries and societies. An important issue
connected with human capital is to identify processes determining its creation and its later
use (Gorzen-Mitka, 2017; Lukasiewicz, 2009). Organisations that manage human capital focus
mainly on the process of knowledge use, which is manifested in supporting ideas and improve-
ments put forward by employees, and cooperation with business partners aimed at improve-

ISSN 2029-6932 (Print) ISSN 2538-712X (Online) https://doi.org/10.33225/pmc/19.14.32

PROBLEMS
OF MANAGEMENT

IN THE 21*CENTURY
Vol. 14, No. 1, 2019




PROBLEMS
OF MANAGEMENT

IN THE 21*CENTURY
Vol. 14, No. 1, 2019

Joanna DZIENDZIORA, Matgorzata SMOLAREK. Human capital as a determinant of strategic human resources management in
public administration on the example of Poland

ment of offered products and services. Such organisations also focus on adaptation of structures
and hierarchy so that they don't prevent employees from accessing knowledge.

There are two parties that participate in the process of accumulation of an organisa-
tion's human capital: the employee and organisation. Employees can increase their knowledge
and skills through education, additional training courses outside the organisation and experi-
ence gained during work. Organisations that want to increase their value by increasing human
capital of their members may use various strategies. i.e. ensure it is created in the organisation
or acquire it on the market. Human capital acquired on the market represents accumulation of
expenditures of an employee and expenditures incurred by the previous employer in order to
increase knowledge and skills of this employee. In turn, human capital created in an organisa-
tion increases its value as well as the value of earlier expenditures incurred by the previous
employer. Gaining experience by working in an organisation, an employee increases their indi-
vidual human capital and their value on the market (Krél & Ludwiczynski, 2010).

Care about people means attracting, keeping, developing and motivating an appropri-
ate group of employees, as well as support in creating an appropriate culture and climate of an
organisation. It requires strategic approach, in which it is recognised that the potential of an
organisation depends on its resources. It is however necessary to focus not only on the needs
of an organisation in terms of human resources, but also on the needs of people themselves.
It should be noted that every organisation is a community composed of entities representing
different interests, which should be identified and respected (Armstrong, 2010). The organiza-
tional culture influence on the loyalty and commitment of employees is particularly evident in
the family business.

From the theoretical and practical perspectives, it is highly important to establish the
relationships between human resources and human capital of an organisation - whether and
thanks to what human resources can become human capital. A strategy of converting human
capital into an organisation's capital takes various forms of long-term decisions, which fo-
cus on: adapting employment to changing conditions of the environment (Israelsen & Yonker,
2017), exerting an impact on the environment, organising expert groups around personnel units,
rewarding for effective work and shaping the internal labour market (Krél & Ludwiczynski,
2010).

Management of human resources is an area that requires the use of numerous practices,
tools and procedures. The last years saw a significant evolution of the personal function in an
organisation. Nowadays, we observe huge diversity of personal procedures and their random
use. Although we can distinguish basic stages in the development of a personal function, it is
difficult to determine the level of actual development of personal practices observed in organi-
zations. It highlights the importance of strategic HRM for organisational learning in uncertain
task environments to promote organisational transition [Hu, Hao- Wu, Jihong, Shi, & Jianchang,
2016).

Traditional personnel management and human resources management activities are not
enough to compete in the challenging environments (Bal, Bozkurt, & Emtersir, 2014). Human
resources management is an aspect that addresses how an enterprise will implement its objec-
tives through people, strategic measures and integrated rules for the operation. It is based on
three postulates: human resources fulfil a strategic role in ensuring success to an organisation
and are one of the main sources of its competitive advantage; human resources strategies should
be consistent with the economic plans of organisations and individual human resources strate-
gies should be consistent with each other so that they strengthen each other. Miller argues that
HR strategies should be integrated with corporate strategies. For this integration, the manage-
ment measures in the field of human resources should be coordinated and synchronized with
other areas of the organization's activities (Miller, 2000).

A human resources management is not only strategic planning, but above all the imple-
mentation of tasks which are in line with an organisation's strategy as well as all strategic
decisions and actions of HR specialists in cooperation with other managers of an organisation
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(Ahearne, Lam, & Kraus, 2014). Any decisions have a long-term impact on an organisation's
actions and its future success. For strategic management of human resources to be effective, a
few basic principles should be taken into account: human resources are of significant impor-
tance for the implementation of the existing general objectives, human resources are taken into
account in the process of developing a strategy of an organisation and the existing effective and
constant relationships ensure the inclusion of activities connected with human resources in the
decision making process, at all levels of an organisation, concepts initiated in the area of human
resources are connected with the needs of an organisation; human resources management is
responsible for the decisions and actions based on which an organisation undertakes economic
activities. A successful HCM strategy requires specific groundwork and execution to support
workforce performance (Tucker, 2018). Strategic human resources management is based on
two principles (Colbert, 2004). First is the belief regarding the vital strategic importance of the
organization’s human resources. This explains the idea that every employee’s personal traits,
talent, behaviour and interaction possess an inner potential in formulating basic strategies and
more importantly, putting strategies into practice. Second is the thought that in order to bring up
strategic strength in the organization, the HRM practices are certainly utilizable (Gilani, Zadeh,
& Saderi, 2012).

Recent advancements and improvements in HRM systems across the developing coun-
tries connote yet again the significant role of HRM as a strategic means to improve organiza-
tional performance (Condrey & Ledvinka, 2010).

Traditionally public administration systems tend to have a centralized personnel man-
agement. Organizations (institutions and agencies) have a relatively low chance to choose their
personnel management system freely and develop it; they are obliged to function according to
the current civil service law. It also ensures coordinated actions of organizations, objectivity
and precision as well as high professionalism, but it also creates flaws such as bureaucracy,
delays, and the inability to adapt to changes in external environment in time (Sarnovics, 2010).

Effective management of human resources in public administration requires the incor-
poration of human resources development and continuous and strategic planning for “the right
person for the right job” (Covell, 2011). Human resources management in public administra-
tion can only be effective if it focuses on the theoretical and practical foundation of the public
administration, which is an academic field (Ronquillo, 2008), a field of scientific management
and application (Van Riper, 1995); a field of managerial professionalism (Fry & Nigro, 1996),
and a field of legal and political processes (Drechsler, 2000).

In public organizations, it can be argued, the human resource management function
serves an added role as a steward of democracy. It ensures that employees are treated fairly and
equitably, that diversity within the organization reflects the diverse populations in the society
at large, and that public jobs are open to all qualified citizens (Ingraham, 2005). Key driver for
the achievement of higher levels of public administration employees' productivity is consid-
ered the employment of a suitable performance appraisal system. Based on this perspective,
we assume that every organization needs to establish an effective appraisal system which will
be sufficient to facilitate employees’ continuous development. This is especially relevant for
public sector organizations that in some countries implement fundamentally flawed perfor-
mance appraisal systems (Isychou, Chountalas, Magoutas, & Fafaliou, 2016). The application
of advanced administrative theories (i.e. New Public Management, Public Governance etc.)
and best management practices requires the transition from the bureaucratic public adminis-
tration to an effective, flexible public management (Boyle, 2006). It has become clear that it
would be extremely useful to implement an effective system of measurement and management
of performance (Pidd, 2012). However, it should be noted that the actions of the public sector
cannot be attributed solely to monetary terms, due to its multidimensional mission. Therefore,
the recording and analysis of administrative efficiency is necessary, aiming at the continuous
improvement of the existing level of service and the employees' skills (Behn, 2003). Each hu-
man resource evaluation system should be based on a carefully designed scorecard system and
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performance management through specific targets (Kreitner, 2009). Also, closely related to per-
formance appraisal are the issues of employee selection and rewards. Both employee selection
and rewards are enabled by an effective appraisal system. The reward and benefits management
is about rewarding people fairly and equitably in consistence to the value of the organization so
as to assist the organization to achieve its strategic goals (Armstrong, 2006).

The final HR value, creating standards for improved ethical behaviour in public organi-
zations, ranks among the most significant concerns in today’s public sector environment (Daly,
2015).

Research Methodology

The research included diagnosis of human resource management performed based on an
analysis of the management process, resulting from the level and involvement of the managerial
staff and work quality, which is closely connected with employees' competences and potential,
which in turn impacts the quality of working environment and organisational culture. The fac-
tors presented were treated as direct causes of the effectiveness and efficiency (or their lack)
of the process of human resources management in integration and welfare institutions. Organ-
isational units of the institutions in which the survey was conducted include: regional centres
for social policy, district (poviat) family support centres, social assistance centres, social care
centres, centres offering specialist advisory services, including family counselling, assistance
centres and crisis intervention centres. 154 people participated in the survey (n=154).

The methodology presents only those research problems on which this paper concen-
trates. The detailed objectives of the research included: 1. Identification of the needs of inte-
gration and welfare institutions in the area of the process of human resources management. 2.
Characterisation of phenomena that have a positive or negative impact on the process of human
resources management in the institutions under analysis.

The following research problems were formulated, among other things: 1. Are strate-
gies implemented in an appropriate way in integration and welfare institutions? 2. Do the
institutions under analysis have comprehensive strategies in place in the area of human capital
management?

As part of the research the following research areas were diagnosed: strategic manage-
ment of human capital, employment planning, selection of employees, building relations in
an organisation, remuneration and motivation system and an employee appraisal system. This
paper concentrates on selected issues in the areas: strategic approach to human capital manage-
ment.

In order to receive reliable results, literature studies were complemented by analysis
of original data obtained during a quantitative study using a questionnaire survey with a sur-
vey questionnaire as the research tool. The questionnaire was addressed to randomly selected
employees of integration and welfare institutions based in Silesian Voivodeship (Poland). The
questionnaire was sent to 1000 employees of integration and welfare institutions in the period
February-April 2018. The survey resulted in 167 completed questionnaires, of which 154 com-
pletely and correctly filled in questionnaires were accepted for further analysis.

Research Results

Organisational units of social services in which the research was conducted include:
regional centres for social policy, district (poviat) family support centres, social assistance cen-
tres, social care centres, centres offering specialist advisory services, including family counsel-
ling, assistance centres and crisis intervention centres. 154 people participated in the survey, of
which females accounted for 87%, males constituted 11.7% (in the other cases - no data was
provided). All those surveyed had higher education. As far as age is concerned, people aged
25-35 (53.2%) and 36-45 (36.4%) dominated. 7.8% of them were aged 46-55, whereas 2.6%
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were at the age of 25. As far as the seniority is concerned, the biggest group consisted of the
respondents with 5 to 10 years of work experience in integration institutions and social services
(48.1%). Work experience of 11 to 20 years was declared by 32.5% of those surveyed, up to 5
years of work experience - by 15.6%, from 21 to 30 years - by 2.6%, whereas the rest (1.3%)
had over thirty-years' work experience in such institutions. 42.2% of those surveyed fulfilled
managerial functions, whereas 57.8% - operational functions.

Strategic approach to human capital management enables a consistent use of modern
tools for human capital management in an organisation. It leads to a close integration of the
different systems for management of human resources, which significantly increases their ef-
fectiveness.

In the area of strategic management of human resources, the following hypotheses were
formulated, among other things: H,. In integration and welfare institutions, strategies are im-
plemented in an inappropriate way. H,. The institutions examined often do not have comprehen-
sive strategies in the area of human capital management.

Integration and welfare institutions have visions of their future development (76.0%).
Little over 30.0% of those surveyed confirmed that their institutions had such a vision in the
form of a specific project, whereas 50.0% admitted that the development vision of their organ-
isation was not a specific project, but mere plans that have not been fully thought out (Figure 1).

Structure indicator [%o]

500

305

193

Y es, in the form of a ¥ es, in the form of not fully Nowson
specific project thought out plans

Figure 1. Vision of organisation future development.

These results overlap with those referring to possession of strategies by the institutions
examined (66.9%) — Figure 2. In most cases, employees of institutions with a vision of the
future are aware of the existence of such a strategy and know its assumptions. In turn, organisa-
tions without a vision also have no strategy, or employees are not aware of it. The knowledge
of the basic assumptions of the strategy is declared by 60.4% of employees of the institutions
examined. It should be stressed that this percentage is too low. Such assumptions should be
known to all employees, rather than part of them (employees fulfilling managerial functions are
more familiar with these assumptions than those fulfilling operational functions). In the case of
employees in managerial posts, these assumptions are known to 78.4% of respondents, whereas
in the case of operational posts, this figure is only 19.1%.
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Structure indicator [*o]

195
35
Yes Mo I do not know

Figure 2. The organization has a strategy.

Asked about clarity and intelligibility of the objectives of their institution, 59.1% of
the respondents answered that the objectives were formulated in a clear and intelligible way,
whereas, unfortunately, as many as 40.9% claimed that they did not understand the objectives
their institution wanted to achieve. This may mean failure to implement the strategy in an ap-
propriate way. One of the basic conditions of an appropriate implementation of a strategy is to
ensure that employees understand its objectives. If employees do not understand the objectives,
it is difficult for them to contribute to their achievement through appropriate performance of
tasks.

The strategies of organisations usually covered the period of over 3 years (49.5%). Ac-
cording to 41.7% of respondents, strategies in their institutions were developed for the period of
2-3 years, whereas according to 7.8% - for around a year (Figure 3). No strategy covered a pe-
riod shorter than one year. Long-term strategies have to be more general due to changeability of
the environment. Therefore, a very important issue and at the same time an important condition
for an organisation to achieve its objectives is to make them specific and cascade them to tasks,
which have specific addressees. However, asked: whether the tasks performed to achieve the
objectives have their addressees (whether there are people responsible for their performance)
64.9% of the respondents answered that the tasks had their addressees, but as many as 35.1%
indicated lack of such addressees. This is highly worrying as it suggests inappropriate imple-
mentation of a strategy and may lead to failure to achieve objectives of an institution which are
very important from the perspective of implementing social goals of our country. These results
confirmed hypothesis H,.
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40 5%

41.7%

1.8%

1.0%

more than 3 years 2-3 years 1 year shorter than 1 year

Figure 3. The period of the strategy.

In the area of a human capital management strategy, 66.9% of those surveyed indicated
lack of such a strategy, and the rest 33.1% indicated the contrary. The respondents working in
the institutions with a strategy for human resources management usually indicated that this
strategy referred to the area of employee appraisal, staff planning and staff selection (Figure 4).
This confirms hypothesis H,.

74 3%

Structureindicator [*s]

Bl e
47.1% L
=12
27.5%
. 2-{\'-“0
T T T T T

Employm ent Selection of the Human resowrces Staff motivation Employee Other
planning staff developm ent and and remuneration appraisal
improvem ent
programim es

Figure 4. Areas of the strategy for human resources management.

Conclusions

Management of human resources requires organisation of the cooperation among an or-
ganisation's members so that their abilities and skills are put into appropriate use and behaviour
that decreases the effectiveness of an organisation is neutralised. Management requires that
members of an organisation communicate with each other and with the environment. Commu-
nication is a tool for management, setting objectives and making people have similar objectives.

In Poland public administration organizations of the type integration and welfare institu-
tions have a vision of future development and strategy of action for the future. Unfortunately,
employees' knowledge of its basic assumptions is too poor. The assumptions of such a strategy
should be known to all employees, not only to those fulfilling managerial functions. We can also
observe failure to appropriately implement the strategy. One of the basic conditions for a strat-
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egy to be appropriately implemented is for employees to understand objectives to be achieved.
This condition is not fulfilled in the institutions surveyed.

Summing up, in the area of a strategy for human capital management there is a clear lack
of a comprehensive approach which would enable a consistent use of modern tools for human
capital management in this type of institutions. There is no integration between the different
systems for human resources management that would increase their effectiveness.
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