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ABSTRACT

Studies of strategic HRM have dominated HRM research over the last three decades.
Focusing on the HRM-organisation performance relationship, researchers take various themes
and perspectives in their approach to strategic HRM. Among these themes, two contrasting
approaches of strategic HRM continue to flourish: first, the best practice approach suggests
that certain HRM practices will have the same effect irrespective of context and, second, the
best fit approach suggests that the choice of HRM practices should be designed in accordance
with an organisations’ specific context. While there is little consensus on what constitutes
strategic HRM, the most common feature agreed in this field is the notion of the strategic
integration; aligning HRM practices with organisations’ overall strategic objectives (vertical
fit) and with each other (horizontal fit).
Utilising the best fit approach as its theoretical framework, this study examines how vertical
and horizontal fit is practised in the Indonesian civil service and what factors likely influence
the prevalence of vertical and horizontal fit in the Indonesian civil service context. This study
is significant for two important reasons. Firstly, the literature suggests that there are limited
studies examining the best fit concept in the civil sector despite its implementation in the
private sector positively contributing to organisational performance improvement. Secondly,
the study provides enlightenment on how the best fit approach could contribute to
performance improvement in the Indonesian civil service. This is in line with the fact that
negative images of the Indonesian civil service are continuously highlighted although various
HRM reform initiatives have been put in place. To achieve the objectives of the study, the
qualitative case study approach accompanied by semi-structured interviews was employed
involving 53 senior officials and one focus group discussion from eight Indonesian
government agencies, consisting of three central agencies mandated to manage human
v

resources, the National Bureaucratic Reform Team and four line agencies from both central
and local governments. Thematic analysis was employed for data analyses and NVIVO
software was used to manage the data.
The study suggests three main findings. First, various HRM initiatives in relation to the HRM
reform have been introduced in the Indonesian civil service differentiating them from the old
HRM practices. However, the findings indicate that some HRM policies are still contradicting
and hinder vertical and horizontal fit. Second, despite the contradictory policies, vertical and
horizontal fit can be seen in the line agencies which have been acknowledged as ‘reformed
agencies’. This demonstrates that the line agencies play an important role in aligning HRM
practices with the line agencies’ goals and objectives and with one another although they are
bounded by HRM policies that are unlikely to support the vertical and horizontal fit concept.
Third, factors influencing the prevalence of vertical and horizontal fit include knowledge of
contemporary HRM in both central agencies and line agencies, commitment from the line
agencies’ leaders, devolvement of HRM to the line agencies and the socio-political and
economic environments of the Indonesian civil service.
The findings of the study raise policy, practical and theoretical implications. In terms of
policy implications, the study highlights the importance of fit in HRM policies to support the
achievement of the line agencies’ goals. Therefore, when formulating an HRM policy, the
central agencies need to ensure that the HRM policy is linked to line agencies’ goals and to
other HRM policies. This is to ensure synchronisation among the policies and thus
maximising the achievement of the line agencies’ goals.
From the practical perspectives, the study highlights important points which can be learned by
the central agencies in carrying out their strategic role with regard to the formulation of HRM
policies; by the line agencies in maximising the contribution of HRM to the achievement of
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the goals and objectives of the agencies through the implementation of the best fit concept,
and by the leaders of the agencies in providing continuous support to each of the involved
parties in the line agencies and involving the HRM department in all agency’s strategic
decision-making.
In relation to the theoretical implication, it is clear that the best fit approach is not thoroughly
applied due to factors discussed previously. However, this does not mean that the best fit
concept cannot be implemented. As argued by McCourt & Ramgutty-Wong (2003), instead of
adopting the whole concept of best fit, a modulated approach reflecting the best fit concept,
such as selecting individual HRM practices and experimenting with devolution, is possible for
civil service organisations which still embrace centralised HRM systems. As demonstrated in
the findings, some of the line agencies being studied seem to be ready to adopt the best fit
approach given that they have knowledge of the best fit concept, strong support from the top
leader, less political intervention and less corruption, collusion, and nepotism practices in
their HRM practices.

Keywords: Civil service, best fit, bureaucratic reform, devolvement, Indonesia, strategic HRM.
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CHAPTER 1: INTRODUCTION

The aim of the chapter is to provide an overview of the thesis, strategic human resource
management (HRM) and, specifically, the best fit approach in the Indonesian civil service.
First, the chapter outlines the background of the study and the importance of strategic HRM
study in the civil service is highlighted. Second, the research setting of the study is detailed.
Third, the research problems and research questions that guided the study are then outlined.
Fourth, the purpose and significance of the study are discussed. Fifth, a brief description of
the research methodology is presented. Finally, the chapter outlines the organisation of the
thesis.

1.1 Background of the Study

This section discusses the research background of the study. First, it discusses the transition of
HRM in the civil service into a more strategic HRM aiming to improve the civil service
performance. It then reviews the focus of strategic HRM differentiating it from traditional
HRM. Next, this section reviews strategic HRM studies to examine the gap which is filled
through this study. Lastly, this section reviews strategic HRM studies in Indonesia which was
the focus of the research.

Human resource management has been the key area of civil service reform through a variety
of new schemes, or by changing the existing systems, to enhance the productivity of the civil
service (Shim, 2001). Human resource management reform programs currently undertaken in
various countries indicate that the civil service approach to reform the management of human
resources is inclined to utilise the contemporary concept of HRM known as strategic HRM.
1

The introduction of New Public Management (NPM) in the 1980s, with an emphasis on
transferring private sector management into the public sector (Gray & Jenkins, 1995), has also
impacted the way the civil service reforms its HRM. Transferring private sector management
into the civil service shifts the emphasis of the civil service from administration to
management and becomes part of a broad strategy to achieve efficiency, effectiveness and
quality of service (Brown, 2004; Common, 2011). Likewise, strategic HRM, widely applied
in the private sector, offers a promising result for an organisation’s performance
improvement. As argued by Tompkins (2002), the concept of strategic HRM holds
considerable promise for improving government performance and the recent interest in
strategic HRM reflects a growing awareness that human resources are the key to success in
both civil and private service organisations.

Research on strategic HRM has dominated the HRM literature for the last three decades.
What differentiates strategic HRM from traditional HRM is that it shifts its focus from the
micro analytic research (employee level) to a more macro level of analysis (organisational
level) or strategic perspective (Delery & Doty, 1996; Lepak & Snell, 2002; Datta, Guthrie &
Wright, 2005; Lepak & Shaw, 2008). Traditional HRM focuses more on functional aspects of
the field such as recruitment and selection, remuneration, performance management and
training, and how these practices impact on employee performance (see for example, Delery
& Doty, 1996; Lepak & Shaw, 2008; Wright & Boswell, 2002). Meanwhile, strategic HRM
focuses more on how the functional aspects impact on the organisation’s performance or, in
other words, it seeks the HRM – organisational performance relationship (see for example,
Becker & Huselid, 1998, 2006; Lepak & Shaw, 2008).
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Two dominant approaches have evolved in strategic HRM studies: the best practice approach
and the best fit approach (Bowen & Ostroff, 2004; Boxall & Purcell, 2011; Clinton & Guest,
2013; Delery & Doty, 1996; Paauwe & Boselie, 2003). The best practice approach assumes
that certain key HRM practices, such as training and skill development, incentive pay, and
internal promotion, will lead to organisation performance improvement (Boxall & Purcell,
2000, 2011; Paauwe & Boselie, 2003; Samnani & Singh, 2013), In other words, some HRM
practices are always better than others and that all organisations should adopt these best
practices (Delery & Doty, 1996). Numerous studies support this view and conclude that there
is a positive relationship between various HRM practices and organisational performance (see
for example, Ahmad & Schroeder, 2003; Fey, Bjorkman & Pavlovskaya, 2000; Khatri, 2000;
Pfefer, 1998; Zhang & Li, 2009).

Meanwhile, the best fit approach suggests that the choice of HRM practices should be
determined by the context within which they are applied (Clinton & Guest, 2013; Boxall &
Purcell, 2000; Delery & Doty, 1996) such as unions, laws, societal values, labour markets,
management philosophy, work-force characteristics, task-technology, business strategy,
economy and politics (Beer, Spector, Lawrence, Mills & Walton, 1984; Jackson & Schuler,
1995; Martin-Alcazar, Romero-Fernandez, & Sanchez-Gardey, 2005; Nankervis, Compton, &
Baird, 2008). Researchers supporting this perspective believe that a good HRM strategy will
depend on the specific context (see for example Brunetto, Farr-Wharton, & Shacklock, 2011;
Hendry & Pettigrew, 1990; Zhu, Cooper, Thomson, De Cieri & Zhao, 2013).

Despite many empirical studies that have examined the best practice approach, it seems that it
is the best fit approach that is commonly agreed on by HRM researchers because its concept
is in line with the concept of strategic HRM (see for example McCourt & Wong-Ramgutty,
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2003; Schuler, 1992; Truss & Gratton, 1994; Wright & McMahan, 1992; Zhu, Cooper, De
Cieri, Thomson, & Zhao, 2008). Central to the concept of strategic HRM is the idea that
HRM practices should be congruent with organisations’ overall strategic objectives (vertical
fit) and HRM practices should be congruent with one another (horizontal fit) (Combs, Liu,
Hall & Ketchen, 2006; Delery & Doty, 1996; Huselid, Jackson & Schuler, 1997; Wright &
McMahan, 1992). However, studies in this area have been criticised because most studies
mainly focus on vertical fit and often exclude horizontal fit in the discussion (see Boxall &
Purcell, 2000; Delery, 1998; Kepes & Delery, 2007; Truss & Gratton, 1994; Wright &
McMahan, 1992). Therefore, as suggested in the literature (see for example, Boxall & Purcell,
2000; Guest, 2011; Lengnick-Hall et al., 2009), more studies that explore both vertical and
horizontal fit are needed since these fits have a clear reciprocal relationship and are in
constant interplay (Kepes & Delery, 2007). In other words, both vertical and horizontal fit
need to be managed in a balance way because the absence of either fit may lessen the value of
the other fit (Becker & Huselid, 2006).

While studies examining the best fit approach in the private sector are well documented (see
for example MacDuffie, 1995; Ichniowski & Shaw, 1999; Kepes & Delery, 2007; Chadwick,
2010; Heneman & Milanowski, 2011; Samnani & Singh, 2013), studies examining this area in
the civil service seem to have fallen behind (Andreescu, 2004; Manning, 2010). This may
relate to the different characteristics of private and civil service organisations (see Manning,
2010; Shim, 2001). McCourt and Ramgutty-Wong (2003) argue that strategic HRM is a
private-sector problem of how to maximise organisational performance in an atmosphere of
intense competition. Meanwhile, Common (2011) opines that the activity of a civil service
organisation is determined by statute, legislation, political demands and social needs, and
strategic decisions are often influenced by politicians through the political process (Storey,
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1989). Since the private sector and the civil service operate in different environments,
Tompkins (2002) suggests that strategic HRM can only be successfully transferred to the civil
service by tailoring its design and implementation to the characteristics of civil service
organisations. In other words, there are contextual environments that should be considered
when bringing the strategic HRM into the civil service. As examined by Zhu et al. (2013),
there is consensus that an organisation’s HRM policies and practices will be influenced by
contextual environments.

Despite many studies have examined HRM in the civil service, especially in relation to HRM
reforms, there is an indication that these studies have not often used HRM-related theories.
Rather, HRM studies in the civil service mainly focus on exploring changes made in HRM
practices and how HRM practices are carried out (see for example, Burns & Xiaoqi, 2010;
Kim, 2010; Moon & Hwang, 2013; Poocharoen & Lee, 2013; Prasojo, 2010; Sarker, 2006;
Siddique, 2010; Tessema, Soeters, & Ngoma, 2009; Tjiptoherijanto, 2007, 2012, 2014). This
acknowledges that studies utilising strategic HRM approaches have been limited in the civil
service and creates a gap in the literature. A study performed by Jordan and Battaglio Jr.
(2014) examining 238 articles in 13 journals of HRM reform studies, also indicates that there
has been lack of a comprehensive theoretical model in examination of HRM reform in the
civil service. Therefore, Jordan and Battaglio Jr. call for a more theoretical perspective to
examine HRM reforms that can assist those in the civil service with empirically based
recommendations so that such recommendations can be usable and feasible in the civil service
environment. The utilisation of the theoretical concept of the best fit approach offers a
promising answer to how strategic HRM in the civil service should be implemented and what
factors should be taken into consideration when bringing the strategic HRM concept into the
civil service environment.

5

Studies examining the best fit approach within the government environment (such as within
state-owned organisations) are still found. For example, Teo (2000) examined the state of
vertical alignment in 20 state-owned organisations in Australia and Zhu et al. (2013) focused
on the vertical integration of HRM in both state-owned and private organisations in China.
State-owned organisations, however, are considered to be similar to the private service
organisations as state-owned organisations are generally designed for profit oriented purpose.
Within government departments or agencies, however, studies that have examined the best fit
approach have been few compared to those that have examined the state-owned organisations
(see such as McCourt & Ramgutty-Wong, 2003; Al-Arkoubi & McCourt, 2004). There are
very few, if any, in the Indonesian civil service. A study examining strategic HRM in the
private sector in Indonesia can be found in the work of Hartono (2010) who investigated the
state of the best practice approach and the best fit approach (particularly vertical fit) in 63
industry sectors in Indonesia. Thoha (2005), another example, explored seven of the largest
companies in Indonesia to understand the enablers and barriers to those companies in
adopting the strategic HRM concept. In relation to the civil service, Turner, Imbaruddin, and
Sutiyono (2009) examined strategic HRM in relation to decentralisation programs in nine
local governments in Indonesia. Their study, however, was conducted before the introduction
of HRM reform in the Indonesian civil service and concentrated only on the local
government. Apparently there have been no studies that have examined the best fit concept in
the Indonesian civil service, specifically after the introduction of HRM reform in 2010. The
Indonesian civil service has some unique characteristics that present challenges for strategic
HRM implementation. To explain these, the following section discusses the research setting.
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1.2 Research Setting: The Indonesian Civil Service

Indonesia, a rapidly growing middle income country (UNDP, 2013) with a population of 248
million spread throughout more than 17,000 islands, was served by a total of around 4.3
million civil servants in 2013 (BPS, 2014). This challenging geographical condition
accompanied by a large population requires high quality civil servants to enable the
government of Indonesia to deliver an excellent service to the public. However, the demand
for high quality of civil servants has not been accompanied by sufficient attention to the
management of human resources. This can be seen from the complex HRM problems and
issues faced by the Indonesian civil service such as lack of effectiveness, transparency,
accountability, and initiative. The civil service is also often influenced by corruption
(Tjiptoheryono, 2007). Prasojo (2012a) examines that infectiveness of HRM practices, such
as uniformity of salary increments regardless of achievement, seniority-based promotion, and
ineffective individual performance, has contributed to the poor performance of the Indonesian
civil service. In line with this, Suhardi (2004) alleges that low pay and unclear reward
systems have also produced unmotivated and unproductive individuals. Further, the
Indonesian civil service is also suffering from overstaffing and understaffing (“Ministry
Pushes”, 2009) which means that while the Indonesian civil service has a significant number
of employees, it is hard to find someone with a specific competence (Prasojo, 2012c).
McLeod (2008) describes this as a surplus of lower-level employees and a shortage of higherlevel employees with professional skills. In short, as examined by Turner, et al.’s (2009),
HRM has been overlooked and has become the forgotten dimension in the Indonesian civil
service.

Further, HRM practices in the Indonesian civil service are often utilised by the governing
political party and its coalition to serve their interest such as direct appointment to certain
7

positions in the line agencies without undergoing a proper recruitment and selection
procedure. As discussed by Prasojo (2012a), there is often a political interest involved in the
appointment of candidates for certain political posts within agencies. It often occurs that new
line agencies’ leaders will take a group of their people on board to support their assignment in
the line agencies. As indicated by Habir’s (1993) and Blunt, Turner and Lindroth (2012a), the
recruitment and selection practice for managerial levels in the Indonesian civil service is
strongly dominated by politics and patronage. To add to the complexity, the staff usually
follows any new policies brought by the new working unit leader whether or not the new
policies support the goals of the working unit. This may be influenced by the strong
paternalistic leadership (Pekerti & Sendjaya, 2010) in the Indonesian civil service where it is
difficult to say ‘no’ to the leader.

1.2.1 HRM Reforms in the Indonesian Civil Service

Triggered by a multi-dimensional socio-political and economic crisis, the government of
Indonesia started its reform in 1998. While reform in the area of politics, economy and law
shows positive improvement, bureaucracy reform in Indonesia seemed to be left far behind
and the poor performance of the Indonesian government has negatively influenced the overall
economic growth (McLeod, 2006, 2008a). Realising this phenomenon, the 2004 newly
elected President, Susilo Bambang Yudhoyono, included bureaucratic reform as one of the
highest national priorities in the national strategic planning and HRM reform became one of
its agendas. Human resource management reforms aims to enhance competency,
professionalism, motivation, and integrity of civil servants (Regulation-MABR 20/2010). It is
expected that HRM reform will be able to contribute to the achievement of the bureaucratic
reform goals that is to become a world-class government by 2025. Changes have been made
8

to HRM practices in the areas of recruitment and selection, performance management,
remuneration, and training and development. In recruitment and selection, for example, the
Indonesian civil service shifted from an entry level focus to a more open employment system
by opening managerial positions from other agencies. The recruitment process is more
transparent and publicly accessible. In the area of remuneration, a performance allowance
scheme using the principle of ‘equal pay for equal work’ was introduced (Regulation-MABR
63/2011) to replace the equality and seniority system. In relation to performance management,
individual key performance indicators have been introduced and accompanied by reward and
punishment principles. In terms of training and development practice, competence-based
training and Assessment Centres for training need identification have been established.

However, the fact that HRM reform was piloted in three agencies in early 2007 and nationally
implemented in 2010, HRM in the Indonesian civil service remains problematic. Staffing
issues are still ‘overweight’ and cause overlapped job functions (Abbas, 2011). Prasojo
(2012a) also suggests that the recruitment process in the Indonesian civil service is hardly
professional and independent. Further, there is a misperception about the remuneration
program among leaders and staff at government agencies (Effendi, 2011a). The performance
allowance is perceived as the most important element in the HRM reform program and HRM
reform has been described as remunerative reform by most the agencies leaders and staff
(Effendi, 2011a; Mokhsen, 2005). It is also claimed that a bureaucratic reform agenda has
never been optimally implemented because of the inconsistency of the government of
Indonesia in reorganising its human resources (Khoiri & Aziz, 2012). These issues, therefore,
have triggered questions about how HRM reform initiatives are actually formulised at the
national level and how line agencies, as the HRM policies implementers, translate and

9

practise these HRM policies. In addition, questions about what factors are likely to influence
the line agencies to maximise benefits from the HRM reform initiatives have also emerged.

1.3 The Research Gap

This study addresses the scarcity of the best fit studies in the civil service. Since studies
examining the adoption of the private sector’s HRM in the civil service have been widely
discussed in the literature (see for example, Colley, McCourt & Waterhouse, 2012; Shim,
2001, Brown, 2004), there are ongoing calls for research on the best fit approach which have
been extensively studied and tested in the private sector. This study fills this gap by extending
the current studies using the Indonesian civil service as a case study. This is in line with the
HRM reform programs currently undertaken in the Indonesian civil service which was
launched in 2010. Given that strategic HRM studies appear to attract little interest from
Indonesian researchers (Hartono, 2010), the present study augments the literature on the best
fit approach in the civil service, particularly in the Indonesian context, and provides practical
recommendations about how the best fit concept can contribute to support the achievement of
not only line agencies’ goals but also the overall national goals.

Further, given organisational characteristics of the civil service are different from the private
sector counterparts, the contextual environments need to be taken into consideration so that
the civil service may anticipate challenges from the adoption of the best fit concept. This is in
line with studies conducted by Al-Arkoubi and McCourt (2004) and McCourt and RamguttyWong (2003) who found that there were contextual environments influencing the best fit
approach in the civil service. A study conducted by Rhodes, Walsh and Lok (2008) in the
Central Bank of Indonesia also indicated that divergent factors such as national culture,

10

leadership style, and organisational culture influenced the adoption of the Balance Scorecard
in the Indonesia context. Even in the Indonesian private sector, as studied by Thoha (2005),
there were still enablers and barriers in the transition from traditional HRM to strategic HRM.
This indicates that the contextual environments in which organisations are operating influence
the way strategic HRM is implemented.

1.4 Research Questions

Addressing the research gap, research questions were established to provide guidance
throughout the study to analyse the formulation and the operationalisation of the HRM reform
initiatives in the Indonesian civil service in relation to the best fit concept – namely vertical
and horizontal fit. Thus, the study posited the research questions as follows:
1. What HRM practices have been introduced in the Indonesian civil service under HRM
reform initiatives?
2. How is vertical and horizontal fit practised in the Indonesian civil service?
3. What factors influence the prevalence of vertical and horizontal fit in the Indonesian civil
service?

1.5 Purpose and Scope of the Study

The study examines the best fit concept, namely vertical and horizontal fit, in the Indonesian
civil service. The purpose of the study is to investigate how vertical and horizontal fit is
practised in the Indonesian civil service. Following the findings of vertical and horizontal fit,
the study also explored factors influencing the prevalence of vertical and horizontal fit in the
Indonesian civil service. As discussed, the current studies of the best fit approach have mainly
11

focused on examining vertical fit. This study, therefore, augments the current literature by
focusing on both vertical and horizontal fit through examining the interrelatedness of major
HRM practices, including recruitment and selection, performance management, remuneration
and training. This is in line with Wright and Boswell’s (2002) study contending that many
studies have examined the impact of these HRM practices. Paauwe and Boselie (2005) also
argue that these HRM practices can be seen to reflect the main objectives of the majority of
‘strategic’ HRM programs. As set out in the reform road map, HRM reform initiatives
undertaken in the Indonesian civil service also focuses on these HRM practices (RegulationMABR 20/2010).

1.6 Significance of the Study

This study is significant for a number of reasons. Firstly, studies that examine the best fit
approach in the civil service have been limited compared to the private sector counterparts.
Given that the civil service is currently undergoing HRM reforms and is inclined to adopt the
contemporary HRM widely practised in the private sector counterparts, the best fit approach
should have become part of conversation in the civil service. In the midst of scarcity of
studies focusing on the best fit approach in the civil service, this study fills the knowledge gap
and augments the literature on the best fit approach in the civil service by using the
Indonesian civil service as a case study. This is in line with Brown (2004) who argues that
while changes to the civil service over the past two decades have had a significant impact on
employees of civil service organisations and the conditions under which people work, there
has been scant attention afforded to the specific field of HRM research and academic inquiry
in relation to the civil service. In addition, as argued by Jordan and Battaglio Jr. (2014), there
is a call to apply a more theoretical perspective to the examination of HRM reforms that can
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assist those in the civil service with empirically based recommendations and such
recommendations should be usable and feasible in the civil service environment. Therefore,
this study responds by utilising the theoretical concept of the best fit approach to investigate
HRM reforms in the Indonesian civil service context.

Secondly, HRM in Indonesia has not been widely explored (Bennington & Habir, 2003).
Bennington and Habir found that the English language journals have included articles about
countries in Europe, Africa, and Asia (countries, such as Hong Kong, China, Singapore,
Korea, Japan and India), but surprisingly little has been reported on Indonesia. Somewhat
increasing in the last ten years, studies of HRM in Indonesia have been dominantly in the
private sector (see for example, Bennington & Habir, 2003; Chandrakumara, 2013; Hartono,
2010; Rahmi, 2013; Thoha, 2005; Thoha, Bickley & Whiteley, 2006; Trisnaningsih, 2013)
and state-owned organisations (e.g. Sutiyono, 2001, 2007; Sitalaksmi & Zhu, 2010; Mamman
& Somantri, 2014). There is lack of empirical studies of strategic HRM in the Indonesian civil
service. Studies performed by McLeod (2006), Tjiptoheryono (2007) and Prasojo (2010), for
example, mainly relate to the state of HRM of the Indonesian civil service. Meanwhile,
Turner et al.’s (2009) study examined strategic HRM in relation to decentralisation programs
in the Indonesian local governments. Given that HRM studies in Indonesia seem to increase,
few studies have focused on strategic HRM which has been dominant in the literature. As
suggested by Hartono (2010), strategic HRM studies appear to attract little interest from
Indonesian researchers. Therefore, the present study enriches the knowledge of strategic
HRM, specifically the best fit approach, in Indonesia.

Thirdly, this study is significant in the midst of the current negative images of Indonesia’s
civil servants continuously highlighted as slow, ineffective, unmotivated and corrupted. As
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highlighted earlier, the poor performance of the Indonesian government has negatively
influenced the overall economic growth (McLeod, 2006). The present study provides
enlightenment on how the best fit approach could contribute to overall line agencies
performance improvement.

1.7 The Overview of Methodology

The study uses a qualitative case study approach to data collection, analysis and reporting.
Given that the best fit approach of strategic HRM is a new field in Indonesia and little work
has been done, this study is exploratory in nature utilising the best fit approach as the
theoretical orientation. Yin (2012) contends that reliance on theoretical concepts to guide
design and data collection remains one of the most important strategies for doing case studies.
The use of case study design enables this study to shed empirical light on the applicability of
the best fit concept as well as to inform factors influencing the prevalence of the best fit
concept in the civil service organisations, specifically in the Indonesian civil service context.

Semi-structured interviews were employed in the study. The choice of the semi-structured
interview technique was based on flexibilities offered to gain an in-depth understanding of the
best fit concept from 53 senior officials and one focus group discussion of eight government
agencies in the Indonesian civil service consisting of three central agencies mandated to
manage HR, the National Bureaucratic Reform Team mandated to oversee the bureaucratic
reform program at the national level, and four line agencies from both central government and
local government mandated to implement the HRM policies. Berg (2004) is of the view that
the use of semi-structured interviews allows the interviewer to reorder, to add or to delete
questions during the interview, gives flexibility in adjusting the language level, and allows the
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interviewer to make clarifications. Employing the principle of data triangulation, document
analysis including field notes, official documents and media coverage of the research topic
were also performed to increase the quality and trustworthiness of the study. This is in line
with Yin’s (2009) argument that a good case study is the one which use as many as sources as
possible.

Utilising NVIVO software to organise data, the gathered data was analysed based on themes
that emerged in relation to the theoretical propositions of the best fit concept. The collected
data was categorised into themes and coded in accordance with the research questions to find
patterns and interconnections. As suggested by Yin (2009), relying on theoretical propositions
is the first and the foremost and preferred strategy that leads to a case study. All the gathered
data (such as interviews, official documents, the media sources, and the literature review)
were structurally kept and linked in the NVIVO software to build patterns and connections
among themes. NVIVO software helped to structurally maintain all created parents and
children nodes and to easily revisit and modify the nodes as further analysis was developed.

1.8 Structure of the Thesis

Chapter 2 provides a review of the literature on strategic human resource management. It
includes review on the evolution of HRM and how traditional HRM is different from
contemporary HRM (known as strategic HRM). This chapter also discusses dominant
approaches to strategic HRM, namely the best practice approach and the best fit approach. A
conceptual framework is also established in this chapter that is vertical and horizontal fit and
determinants of fit.
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Chapter 3 provides a review of the literature on strategic human resource management in the
civil service. The review includes the evolution of HRM in the civil service to understand
how contemporary HRM is adopted in the civil service. This chapter also describes the
characteristics of the civil service differentiating it from the private sector and how these
differences influence the adoption of strategic HRM in the civil service. Further, this chapter
reviews studies on strategic HRM in the civil service and how this present study fills gaps in
the literature.

Chapter 4 outlines the methodological framework and approach used to conduct the study.
Specifically, it elaborates the research methodology and design used in this study to address
the research questions. In the midst of numerous quantitative studies in strategic HRM, this
chapter also elaborates the importance of qualitative studies in the field. The chapter also
details the rationale of the study.

Chapter 5 discusses HRM in the Indonesian civil service as the context of the study. It
explains the context and characteristics, including socio-politics and the economy, of the
Indonesian civil service. It describes the evolution of HRM in the Indonesian civil service to
understand how HRM practices currently undertaken in the HRM reform are different from
the pre reform HRM practices. The chapter also reviews HRM reform initiatives in relation
to the best fit concept. Positive and negative views about the HRM reform initiatives are
discussed.

Chapter 6 reports findings and preliminary analysis from the gathered data on vertical and
horizontal fit in the Indonesian civil service. The flow of analysis is based on the collected
data including interviews (as the primary data) and on the official documents, field notes and
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the media (as the secondary data). Themes are then categorised into two main issues: (a)
HRM policies and (b) HRM practices. In terms of vertical fit, the chapter examines how
HRM policies are formulated through key themes that emerged from the data. It then analyses
how HRM practices are carried out by the line agencies to support the achievement of the line
agencies goals. In terms of horizontal fit, the chapter analyses the alignment among HRM
policies and practices to understand whether the alignment builds a ‘powerful connection’ that
contribute to the achievement of the agencies’ goals and objectives or, conversely, leads to a
‘deadly combination’ concept.

Chapter 7 provides an analysis of the findings gathered from various sources, such
interviews, official documents, the media and the literature, used in the study. Based on the
analysis, conclusions, implications and limitations of the study are drawn. In addition, the
applicability of the best fit concept and factors influencing the prevalence of the best fit in the
Indonesian civil service, recommendation and future research are considered.

1.9 Conclusion

This chapter provides the general overview of the study and presents the importance of the
study and the objectives of the study. This chapter also summarises the focus of each chapter
presented in the study. Chapter two elaborates on the literature review of strategic HRM and
the pattern of strategic HRM studies found in the literature to highlight gaps in knowledge
which this study fills.
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CHAPTER 2: STRATEGIC HUMAN RESOURCE MANAGEMENT

This chapter critically reviews the literature of strategic human resource management (HRM)
relevant to this study. Specifically, it provides a picture of research on strategic HRM and
describes how this study completes gaps in knowledge which remains unfilled in the
literature. To achieve this objective, this chapter is structured as follows: first, it reviews the
evolution of HRM in the last three decades and its shift from traditional HRM to strategic
HRM. It then explores the ongoing debates about dominant strategic HRM approaches of
‘best practice’ and ‘best fit’. Debates about strategic HRM studies in the private and public
sector are also discussed to examine the research gaps in the field. Adopting the best fit
approach as the theoretical framework for this study, the chapter then discusses the vertical fit
and horizontal fit concept. Lastly, determinants of fit are examined.

2.1 The Evolution of HRM

This section discusses the evolution of HRM. First, it discusses the characteristics of
traditional HRM, known as personnel management. It then discusses the transition from
traditional HRM to contemporary HRM, known as strategic HRM. The main differences
between traditional HRM and strategic HRM are highlighted.

The evolution of HRM has drawn significant attention from both scholars and practitioners.
The evolution of HRM from performing administrative functions to being a ‘business partner’
has been studied and observed during the last 50 years (Lawler, 2011). Decades ago, the
traditional role of HRM in an organisation was viewed as administrative in nature (Ulrich,
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1997). Beer, et al. (1984) underline that personnel departments, as HRM is traditionally
defined, are responsible for maintaining procedures and policies related to employee
recruitment and selection, training, appraisal, reward and compensation, job design and
employee involvement. Organisations generally have several divisions to manage these HRM
practices which cause a lack of policy coherence among these practices. Beer et al. further
explain that personnel functions tend to be reactive instead of proactive and have little
relationship with line management. In line with this, Lundy (1994) argues that there is a
widely held perception in the literature that the personnel function is confined in a reactive,
fire-fighting and administrative position that fails to be relevant to the aims of the
organisation. Guest (1987) suggests personnel management is stereotyped as short term,
reactive, ad hoc and marginal as shown in Table 2.1.

Table 2.1 Stereotypes of personnel management and HRM
Personnel management

HRM

Time and planning
perspective

Short-term, reactive, ad hoc,
marginal

Long-term, proactive,
strategic, integrated

Psychological contract

Compliance

Commitment

Control systems

External controls

Self-control

Employee relations
perspective

Pluralist, collective, low trust

Unitarist, individual, high
trust

Preferred structures/
systems

Bureaucratic/mechanistic,
centralised, formal defined
roles

Organic, devolved, flexible
roles

Roles

Specialist/professional

Largely integrated into
line management

Evaluation criteria

Cost-minimisation

Maximum utilisation
(human asset accounting)

Source: Guest (1987, p. 507)
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In more recent studies, traditional HRM is categorised as micro HRM which focuses on
functional aspects such as recruitment, selection, remuneration, performance management and
training, and their impact on individual performance (Delery & Doty, 1996; Lepak & Shaw,
2008; Wright & Boswell, 2002).

One of the main factors in the transition from personnel management to contemporary HRM
is the failure of personnel management to promote benefits of effective people management
(Beer, 1987). This transition has shifted the HRM focus from micro analytic research
(employee level) to a more macro (organisational level) or strategic perspective (Delery &
Doty, 1996; Lepak & Snell, 2002; Datta, et al., 2005; Lepak & Shaw, 2008). While micro
HRM research explores the impact of HRM on individuals, macro HRM research, which is
widely known as strategic HRM, examines the impact of HRM on organisations (Wright &
Boswell, 2002). This transition has also shifted the role of the HRM department from an
administrative role into a strategic role and has provided the opportunity for the HRM
function to be involved in the strategic decision-making process (Lawler, 2011). As argued by
Zhu, Cooper, De Cieri and Dowling (2005), the strategic role of the HRM function is a key
step in the development of strategic HRM. Beer (1997) further suggests that the idea of the
new strategic role of HRM emerges from the condition of the competitive and global market
as well as the changes in technology. To achieve the strategic role, Beer emphasises that the
HRM function and line management need to closely work with top management as well as
employees to assess, diagnose, and develop the alignment of the organisation with strategy
and aspirational values to establish human resources as a key to competitive advantage.
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2.2 What is Strategic HRM?

This section focuses on the theoretical concept of strategic HRM. Firstly, it examines the
main characteristics of strategic HRM. Secondly, it explores dominant theories in strategic
HRM studies. Thirdly, it identifies common features of strategic HRM agreed to by HRM
researchers.

As discussed, what differentiates strategic HRM and traditional HRM lies in the notion that
strategic HRM is seeking the HRM-organisational performance relationship. Becker and
Huselid (2006) indicate two things that differentiate strategic HRM research from traditional
HRM research. First, strategic HRM focuses on organisational performance rather than
employee performance. Second, it emphasises the role of HRM management systems as
solutions to business problems rather than individual HRM practices in isolation. In line with
this, Lepak and Shaw (2008) also highlight distinguishing features of strategic HRM that
differentiate it from other lines of HRM research. First, strategic HRM research tends to be
conducted at a macro level such as business units, establishments and organisations. Second,
strategic HRM researchers tend to highlight fit among HRM practices (horizontal fit) and/or
fit between HRM and other organisational factors (vertical fit) as key research issues. Third,
most strategic HRM studies place primary emphasis on organisational performance outcomes.

For the last three decades, research on strategic HRM has been dominant in the HRM
literature. Strategic HRM remains one of the most popular and rapidly growing areas of HRM
research (Lepak & Shaw, 2008; Guest, 2011; Samnani & Singh, 2013). However, there is
little consensus about what constitutes strategic HRM. Becker and Huselid (1998) are of the
view that much of the work in this area is organised around several themes and research
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approaches that set it apart from conventional research in the field of HRM (also see
Lengnick-Hall, et al., 2009). Among these themes, two contrasting approaches to strategic
HRM continue to flourish. First, the best practice approach relies on the notion that certain
HRM practices will have the same effect irrespective of context (Boxall & Purcell, 2000).
Second, the best fit approach suggests that the choice of HRM practices should be designed in
accordance with an organisation’s specific context (Becker & Huselid, 1998; Boxall &
Purcell, 2000; Clinton & Guest, 2013; Paauwe & Boselie, 2005).

While researchers may take different approaches to strategic HRM, there are common
features that researchers agree on. McCourt and Wong-Ramgutty (2003) highlight that among
various arrays of strategic HRM studies, the most common feature agreed to is the notion of
strategic integration; aligning HRM practices with organisations’ overall strategic objectives
(vertical integration) and with each other (horizontal integration) (also see Wright &
McMahan, 1992; Zhu et al., 2008). In line with this, Schuler (1992) also underlines that
strategic HRM means it links, it integrates, and it coheres across organisations. Its concern is
to ensure that; (1) HRM is fully integrated with the strategic needs of the organisation, (2)
HRM policies cohere both across policy areas and across hierarchies, and (3) HRM practices
are adjusted, accepted, and used by line managers and employees as part of their everyday
work (also see Truss & Gratton, 1994). One of the widely cited papers in this field, Wright
and McMahan (1992), argues that the underlying concept around the strategic HRM field is
the notion that human resources can positively contribute to an organisation’s success when
the HRM policies and practices are aligned with the organisation’s goals and define strategic
HRM as “the pattern of planned human resource deployments and activities intended to
enable an organisation to achieve its goals” (p. 298). Two important dimensions embedded in
this definition are highlighted: vertically, it links HRM practices with the strategic
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management process of the organisation, and horizontally, it emphasises that HRM practices
should be linked with one another. In summary, central to strategic HRM are the notions that
the HRM practices should be congruent with organisations’ overall strategic objectives and
HRM practices should be congruent with one another (Combs, et al., 2006; Delery & Doty,
1996; Fombrun et al., 1984; Huselid, et al., 1997; Kaufman, 2010).

2.3. Dominant Strategic HRM Approaches

From the discussion on the previous section on dominant approaches to strategic HRM,
strategic HRM research has been broadly divided into two main streams: the best practice
approach and the best fit approach (Bowen & Ostroff, 2004; Boxall & Purcell, 2011; Clinton
& Guest, 2013; Delery & Doty, 1996; Paauwe & Boselie, 2003; Stavrou, Brewster &
Charalambous, 2010). These two approaches are discussed in the following sections.

2.3.1 The Best Practice Approach

This section firstly discusses the theoretical concept of the best practice approach. Studies on
the best practice approach are then examined. It then discusses debates about the best practice
approach.

The best practice approach, associated with the universalistic perspective, is based on the
view that certain key HRM practices, such as training and skill development, incentive pay,
and promotion, will lead to an organisation’s success regardless of the context in which the
organisation is embedded (Delery & Doty, 1996; Samnani & Singh, 2013). Schuler and
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Jackson (2005) assert that the universalist paradigm means that there is one best way for
strategic HRM to lead to greater business success. Researchers adopting this approach posit
that some HRM practices are always better than others and that all organisations should adopt
these best practices (Delery & Doty, 1996). Studies focusing on the best practice approach
can be found in the work of Ahmad and Schroeder (2003), Fey, et al. (2011), Khatri (2000),
Pfefer (1998), Rizov and Croucher (2009), Vlachos (2008), Wright, Gardner, and Moynihan
(2003) and Zhang and Li (2009). These studies adopt wide range of HRM practices ranging
from

recruitment,

selection,

compensation,

performance

management,

promotion,

employment involvement, training, information sharing, profit sharing and other HRM
practices. Those studies suggest that there is positive relationship between these HRM
practices and organisational performance.

Although a large number of studies support the best practice approach, a number of critiques
have been directed to this approach. For example, Becker and Gerhart (1996) are of the view
that there is no consensus regarding universal HRM practices, since each researcher is likely
to come up with different HRM practices (also see Jiang, et al., 2012; Marler, 2012). This has
created confusion about which HRM practices are really effective in contributing to
organisational success. Through their study, Becker and Gerhart (1996) found that pay, for
example, can both positively and negatively relate to organisational effectiveness depending
on the data sets used. In other words, there have been inconsistencies in the HRM practices
(or policies) that various authors consider to be among the preferred practices making it
difficult to draw general conclusions about which practices qualify as ‘best practices’ (Schuler
& Jackson, 2005). Lepak and Snell (2002) also criticise the universalistic perspective as a
simplification of the nature of the HRM system which puts an emphasis more on HRM
configurations than on a single HRM practice. Meanwhile, MacDuffie (1995) argues that a
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single HRM practice capturing the effect of the entire HRM system may produce misleading
results. Lepak and Shaw (2008) and Purcell (1999) also contend that this perspective has
likely failed to consider what other practices are in place and the context in which these
practices are used. These critiques may have caused researchers to move to a more nuanced
focus on strategic contingencies and differentiation (Huselid, 2011) which put an emphasis on
“choosing a different set of activities to deliver a unique mix of value” (Porter, 1996: 64).

2.3.2 The Best Fit Approach

This section firstly examines the best fit approach differentiating it from the best practice
approach. Secondly, it discusses studies that emphasise the best fit approach. Debates on the
best fit approach are then discussed.

The best fit approach, associated with the contingency approach or the contextual approach,
suggests that the choice of HRM practices should be determined by the context within which
they are applied (Boxall & Purcell, 2000; Clinton & Guest, 2013; Delery & Doty, 1996;
Paauwe & Boselie, 2003, 2005). In other words, what constitute a good HRM strategy will
depend on the specific context (Boxall & Purcell, 2011). Reflecting on the Harvard
framework introduced by Beer et al. (1984), Boxall and Purcell (2011) stress that contextual
factors such as unions, laws, societal values, labour markets, management philosophy, workforce characteristics, task-technology and business strategy, play an important role in shaping
the choice of HRM broad policies (also see Brunetto, et al., 2011; Hendry & Pettigrew, 1990,
1992; Nankervis, et al., 2008). Jackson and Schuler (1995) reviewed empirical studies
involving contextual factors and they categorised the ongoing research into two types: first,
HRM and the internal contexts of organisations including technology, structure, size and life
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cycle stages (see for example, Baird & Meshoulam, 1988; Samnani & Singh, 2013) and
second, HRM and the external contexts of organisations including legal, social and political
environments, industry characteristics, culture and national differences (see for example,
Marler, 2012; Martin-Alcazar et al., 2005).

Likewise, Boxall and Purcell (2011) classify best fit studies into three analytical levels:
societal fit, industrial fit and organisational fit. Societal fit largely focuses on how
organisations adapt to the characteristics, including law compliance, social factors as well as
cultural norms, of the societies in which they are located (see for example Boxall & Purcell,
2011; Brewster, 1993, 2004; Brunetto, et al., 2011; Budhwar & Debrah, 2009; Festing, 2012;
Hendry & Pettigrew, 1990, 1992; Jackson & Schuler, 1995; Liang, Marler & Cui, 2012;
Marler, 2012; Martin-Alcazar et al., 2005; Nankervis, et al., 2008; Paauwe & Boselie, 2003;
Zhu et al., 2013). For example, Zhu, et al. (2013), in their study that examined strategic
integration of HRM and organisational performance in state-owned and private enterprises in
China, found that the environment in which an organisation operates has an effect on the
strategic integration of HRM in the organisation. Zhu et al. found the positive relationship
between China’s changing business environment and the organisation’s strategic integration
of HRM. In relation to studies examining country characteristics, Festing (2012), in a
comparative study between Germany and United States’ strategic HRM, found that HRM
practices and their impact on organisational performance cannot be separated from their
cultural and institutional environment.

Secondly, industrial fit encapsulates the relationship between organisations and the economic,
technological and socio-political factors that are specific to their particular industry, for
example between the private sector and the civil service. Boxall and Purcell (2011) assert that
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major differences between the civil service and the private sector influence the way HRM
decisions are made. The HRM decision undertaken in the civil service, for example, may be
dominantly affected by the political power. This is caused by the fact that civil service HRM
is not profit driven but it is subject to the directives of governments, which vary as economic
conditions and political agendas change. For example, McCourt and Ramgutty-Wong (2003)
and Al-Arkoubi and McCourt (2004), in their studies of the Mauritius civil service and the
Moroccan civil service, found that political, social and economic factors strongly influenced
the way HRM decisions were made in the civil service.

Thirdly, organisational fit relates to how HRM strategies fit with other critical features of
particular businesses, including its wider strategy and its structural features. One of the most
dominant studies of the best fit approach, focusing on examination of the fit between HRM
and business strategy, is included in this category (Delery & Doty, 1996; Delery, 1998;
Purcell & Boxall, 2000, 2011; Samnani & Singh, 2013; Truss & Gratton, 1994; Wright,
1998). For example, Delery and Doty (1996), using the Miles and Snow’s (1984) typology,
three basic types of strategic behavior and supporting organisational characteristics namely
defender, prospector, and analyser, found that HRM practices that align with the
organisational strategy positively contribute to organisational success. Wang and Shyu
(2008), who conducted a study involving 1000 manufacturing companies in Taiwan based on
the contingency approach, also found that the strategy fit between the organisational strategy
and HRM practices contributed to the organisation success. Schuler and Jackson (1987), who
differentiated organisational strategies into cost-reduction, innovation, and quality
enhancement strategies, studied the relationship between the organisational strategy and
different sets of HRM practices (planning, staffing, appraising, compensation and training and
development) in 304 different types of business units. Schuler and Jackson found that
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organisations were likely to change their HRM practices when they changed the
organisational strategy.

Mainly focusing on the organisation strategy, Boxall and Purcell (2000) underline some major
criticisms to the best fit approach. First, the best fit approach fails to recognise the need to
align employee interests with the organisation. Second, the model tends to simplify the
organisational strategy which is often multi-dimensional and subject to important variations
across industries. Third, the model gives less attention to environmental dynamics that are
important to HRM practices. Overall, Purcell (1999) indicates that the major limitation of
most best-fit studies is that they look only at business strategies without consideration of the
inter-connection with functional strategies inside the organisation. Purcell further contends
that contingency analysis cannot rely exclusively on business strategies but must cover a
range of operational strategies (how the organisation is managed to meet current and future
demands) that influence policy and performance (also see Becker & Huselid, 2006).

Reflecting on the Baird and Meshoulam’s (1988) widely cited study, Boxall and Purcell
(2000) further emphasise that the best fit model should consist of an external fit (otherwise
called vertical fit) and internal fit (otherwise called horizontal fit). Vertical fit denotes the
alignment between HRM practices and the specific organisational context (e.g. organisational
strategy) while horizontal fit refers to the coherent configuration of individual HRM practices
that support each other (Becker, Huselid, Pickus and Spratt, 1997; Boxall & Purcell, 2000;
Delery, 1998).

As indicated previously, studies of the best fit approach have largely examined vertical fit that
is alignment between HRM practices and organisational strategies (also see Truss & Gratton,
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1994). This seems to indicate that horizontal fit in this approach has been left out. Clinton and
Guest (2013) also argue that even though horizontal fit of organisations has been strongly
advocated in the development of HRM theory, the debate to date still mainly focuses on
vertical fit (also see Boxall & Purcell, 2000; Delery, 1998; Kepes & Delery, 2007; Wright &
McMahan, 1992). In addition, although the best fit approach has received considerable
theoretical support and is agreed with by most scholars (Delery, 1998; Lepak & Shaw, 2008;
McCourt & Ramgutty-Wong, 2003; Wright & McMahan, 1992), it has received limited
empirical support (Combs, et al., 2006; Huselid, 1995; Samnani & Singh, 2013). This adds to
the ongoing debate about which approach is dominant; universalistic versus fit (Guest, 2011).
Moreover, the challenge in the best fit approach remains unchanged and more attention is
needed in relation to strategic HRM implementation issues; particularly issues of vertical and
horizontal fit (Becker & Huselid, 2006; Guest, 2011; Lengnick-Hall et al., 2009). The fact
that there is a clear reciprocal relationship between vertical and horizontal fit (Kepes &
Delery, 2007) in which the absence of either fit may lessen the value of the other fit (Becker
& Huselid, 2006) demonstrates the importance of studying both vertical and horizontal fit.
These calls have led this present study to focus on examining vertical and horizontal fit. In
addition, the best fit approach is considered to be the common feature of strategic HRM
agreed to by most HRM scholars (Combs, et al., 2006; Huselid, et al., 1997; Lepak & Shaw,
2008; McCourt & Ramgutty-Wong, 2003; Schuler, 1992; Truss & Gratton, 1994; Turner et
al., 2009; Wright & McMahan, 1992; also see section 2.2).

2.4 Debates on Strategic HRM in the Private Sector and the Civil Service

This section discusses debates on strategic HRM in the private sector and the civil service to
identify the research gap which this study fills. It firstly examines strategic HRM studies in
the private sector. It then explores strategic HRM studies in the civil service.
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Studies of strategic HRM have been dominated by the private sector, as shown in Table 2.2.
Delery (1998) finds that studies examining the relationship between the organisational
strategy and HRM practices in the private sector have been well documented. This may relate
to the fact that strategic HRM is a private-sector problem of how to maximise organisational
performance in an atmosphere of intense competition (McCourt & Ramgutty-Wong, 2003).
Table 2. 2 Studies on strategic HRM in the private sector
Author(s)

The best practice
approach












Ahmad and Schroeder (2003)
Buller, Beck-Dudley and McEvoy (1990)
Datta, et al. (2005)
Fey, et al. (2011)
Delaney and Huselid (1996)
Huselid (1995)
Hsieh and Chen (2011)
Khatri (2000)
Pfeffer (1998)
Vlachos (2008)
Zhang and Li (2009)
Baird and Meshoulam (1988)

Boxall and Purcell (2000)
Chadwick (2010)

Clinton and Guest (2013)

Delery and Doty (1996)
Henemian and Milanowski (2011)
Lenngnick-Hall, et al. (2009)
Ichniowski and Shaw (1999)
Kepes and Delery (2007)

Lepak and Shaw (2008)
MacDuffie (1995)
Martell and Carroll (1995)
Sheehan (2005)
Samnani and Singh (2013)
Wright and McMahan (1992)

Youndt, Snell, Dean Jr., and Lepak (1996)
Source: Developed for this study based on the literature

The best fit
approach


















While studies of strategic HRM largely focus on the private sector, the civil service, by
contrast, seems to attract less attention. Andreescu (2004) and Manning (2010) indicate that
there have been limited studies examining strategic HRM in the civil service. This may be
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caused by the different natures of business between the civil service and the private sector.
While the private sector is mostly for profit purposes and is embedded in economic markets,
the civil service is commonly embedded in authority networks (Manning, 2010) and what it
means to select a ‘business strategy’ is much less clear (Tompkins, 2002). Brown (2004) also
contends that the particularity of the civil service with a focus on public interest outcomes
rather than private interests may add a layer of complexity for the civil service to fit HRM and
organisational goals. However, Llewellyn and Tappin (2003) argue the civil service still faces
highly contentious concerns similar to the private sector counterparts; they only have not
engaged in strategic management in attempts to resolve them. As argued by Manning (2010),
strategies in the civil service are produced in response to a variety of competing signals that
stem not from markets but from complex political, economic, legal and organisational
structures, processes, and relationships. In other words, there are contextual factors beyond
economic profit that should be taken into consideration before executing a certain strategy for
a civil service organisation. Despite different characteristics in civil and private service
organisations, Tompkins (2002) argues that the concept of strategic HRM holds considerable
promise for improving government performance. However, Tompkins suggests that the
concept of strategic HRM should tailor its design and implementation to the unique
characteristics of civil service organisations.

Given that HRM in the civil service has increasingly shifted towards the practices adopted by
the private sector (Boyne, Jenkins, & Poole, 1999; Truss & Gratton, 1994), there seems to be
ongoing calls to extend strategic HRM studies to the civil service. The inclusion of the civil
service in the strategic HRM conversation is imperative as the civil service has an important
role in economic growth (McCourt & Ramgutty-Wong, 2003; McLeod, 2008). This is in line
with Tompkins’ (2002) observation confirming that the recent interest in strategic HRM
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reflects a growing awareness that human resources are the key to success in both the civil and
private service organisations.

2.5 Conceptual Framework in the Study

Addressing the ongoing calls for research of vertical fit and horizontal fit (Becker & Huselid,
2006; Guest, 2011; Lengnick-Hall et al., 2009), this study utilises the best fit approach as its
conceptual framework to examine HRM reform in the Indonesian civil service. Since the
focus of best fit studies in the literature largely explore the vertical fit notion, this study
extends the best fit studies by including the horizontal fit notion. The choice of the best fit
approach as the conceptual framework of this study is also based on the fact that the best fit
approach generally reflects the concept of strategic HRM most researchers agree on (also see
section 2.2). As also highlighted by Jiang et al. (2013), relying mainly on the effects of HRM
on organisational performance, most ongoing strategic HRM studies seem to neglect the
importance of vertical and horizontal fit. To enable organisations to successfully implement
vertical and horizontal fit, the study also examines determinants of fit discussed in the
literature in the following sections.

2.5.1 Vertical Fit

This section elaborates on the theoretical concept of vertical fit. It then discusses
operationalisation of vertical fit including organisational strategic goals and objectives,
organisational strategies, HRM strategies and HRM practices.

Vertical fit (Wright & McMahan, 1992; Gerhart, 2007), vertical alignment (Liu, Combs,
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Ketchen, & Ireland, 2007), external alignment (Lepak & Shaw, 2008) or external fit (Boxall
& Purcell, 2011) concepts ensure the HRM practices are aligned with organisational goals.
Tompkins (2002) argues that vertical fit is a measure of how well HRM policies and practices
contribute to organisational objectives. For Liu, et al. (2007), vertical fit is when HRM
practices are implemented so that they support the organisational strategy. In other words,
vertical fit ensures HRM practices are congruent with the goals and the objectives of the
organisation. Based on systematic agreement theory discussed by Semler (1997), Way and
Johnson (2005) suggest that vertical (structural) alignment refers to the extent to which the
goals, objectives, and strategies for key organisational processes are congruent throughout the
organisation so that these processes contribute toward the attainment of the goals and
objectives of the organisation as a whole. Way and Johnson further explain that organisational
goals and objectives set the purpose of the organisation; organisational strategies define the
process or set of processes by which organisational goals and objectives are to be achieved;
and HRM strategies define how the HRM practices and the organisation’s human resources
are to contribute to the attainment of organisational goals and objectives; and HRM systems
are unified HRM practices that produce the desired human resources outcomes (i.e. skills,
knowledge, abilities, and motivation) which enable the organisations to enact their strategies
and meet organisational goals and objectives.

Elements in Vertical Fit

Given that vertical fit entails synchronisation among a set of

HRM practices with organisational objectives and goals, organisational strategy and HRM
strategy becomes inseparable elements in the vertical fit school. As shown in Figure 2.1,
McCourt and Eldridge (2003) have drawn a vertical fit model that shows how it is supposed
to work:
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Figure 2. 1 A vertical fit model

Organisational goals
and objectives

Organisational
strategy

Human resource
strategy

Recruitment &
selection

Remuneration

Performance
management

Training &
development

Other HRM
practices

Source: McCourt and Eldridge (2003, p. 29)
Logically, the organisational strategy should come from the organisation’s goals and
objectives. The organisational strategy should then be translated into a human resource
strategy, which is then translated into the different HRM practices. However, as emphasised
by McCourt and Eldridge (2003), not all organisations establish HRM strategies that translate
the organisation’s overall strategy into the individual HRM practices. McCourt and Eldridge
further suggest that while some organisations do have such strategies, others prefer to skip
that stage and make the link between overall strategy and individual HRM practices directly
and less formally.

1.

Organisational Strategic Goals and Objectives. Each organisation has different goals
and objectives; therefore, the organisation needs to ensure other activities, i.e. HRM
practices, contribute to the attainment of the organisational goals and objectives. Way and
Johnson (2005) indicate that organisational strategic goals and objectives are dependent
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upon the organisation’s culture and previous experiences and, therefore, will incorporate
those. For government agencies, organisational strategic goals and objectives are the key
product of the strategic planning process and the role of strategic planning is to provide
agencies with a clear sense of direction by clarifying mission, setting priorities, and
identifying goals and objectives (Tompkins, 2002). Therefore, the HRM function can
utilise the organisational strategic goals and objectives as a useful guide to align HRM
policies and practices with strategic objectives.

2.

Organisational Strategies. To ensure an organisation’s goals and objectives are
achieved, an organisation needs to align its strategy with its goals and objectives.
Generally, strategy is how an organisation intends to achieve its goals. This involves the
actions that should be taken and how it will be operated to achieve the organisation’s
objectives (Mello, 2002). Porter (1996) is of the view that strategy rests on unique
activities. This means deliberately choosing a different set of activities to deliver a unique
mix of value. For Llewellyn and Tappin (2003) and Manning (2010), strategy means
what to do and how to do it. Mintzberg (1994) further elaborates that strategy is four Ps: a
plan, a pattern, position and perspective. This means strategy is a plan, developed for the
future and evolved from patterns out of its past.

Some researchers have utilised organisational strategy typology developed by Miles &
Snow (1978) to examine vertical fit (e.g. Delery & Doty, 1996; Simons, Shadur &
Kienzle, 1999; Khatri, 2000; Wang & Shyu, 2008). Other researchers utilise
organisational strategy typology developed by Porter (1980) – cost leadership,
differentiation, and focus – to examine the alignment of HRM practices and
organisational performance (e.g. Samnani & Singh, 2013; Hsieh & Chen, 2011; Buller,
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Beck-Dudley & McEvoy, 1990). However, McCourt and Eldridge (2003) argue that
strategies are not always elaborate and systematic – not engraved on tablets of stone or
what they call as ‘blueprint’ strategies. Private service organisations are probably the
good examples in adopting one or more of those ‘blueprint’ strategies to enable them to
compete and succeed in the market as the effect of a strong business or organisational
strategy they have. As argued by Tompkins (2002), an organisational strategy or a
business strategy designed by the private service organisations aims to give them a
competitive edge over other organisations in their industry. However, this does not
happen in the civil service. Llewellyn and Tappin (2003) argue that strategic management
is not rooted in the civil service; therefore, it has to be planted. Given that the choice of
strategy in the civil service is influenced by factors such as political goals of elected
officials, demands of powerful stakeholders, judicial mandates, budgetary constraints, the
organisation’s capacity and resources, and its relationships with other organisations, its
organisation strategic goals and objectives is commonly determined through a strategic
planning process (Tompkins, 2002). Therefore, it is unlikely that the civil service could
adopt a strategy typology such as Miles and Snow’s strategy typology.

3.

HRM Strategies. Way and Johnson (2005) define HRM strategies as how the HRM
function and the organisation’s human resources are to contribute to the attainment of
organisational goals and objectives. In line with this, Tompkins (2002) also underlines
that HRM strategies relate to managing the human resources strategically to support a
specific strategic objective. For example, Fombrun et al. (1984), in their study of the oil
industry, found that the organisation changes its recruitment and selection practice to
meet the new strategic objective of the organisation. This organisation modifies its
selection of new employees from the technical skills specific to the oil industry to
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financial and marketing skills to capitalise on other opportunities for growth. In this
example, the organisation is designing a selection system that matches the organisation’s
strategy.

As shown in Table 2.4, Tompkins (2002) identifies six HRM strategies which link
between values and vision, desired outcomes, and the HRM practices by which to realise
them, for organisations to consider. Lately, these HRM strategies have been developed by
Blackman, O’Flynn and Mishra (2010) to accommodate the need of the Bhutanese
government to achieve its ‘Gross National Happiness’ vision. Tompkins further
emphasises that the choice of HRM strategy or combination of strategies should consider
situational factors such as the nature of the work, the capacity of the organisation, and the
top management. However, as discussed earlier, not all organisations develop their HRM
strategies; rather, some organisations prefer to skip that stage and make the link between
the overall strategy and individual HRM practices directly and less formally (see
McCourt and Eldridge, 2003).
Table 2. 3 HRM Strategies
HRM Strategies
Cost Containment Strategy: Containing
labor costs by setting salaries at or below
market levels, adopting wellness programs
and managed care to reduce benefit costs,
and using part-time, temporary, and
contract employees whenever possible.
Performance Management Strategy:
Setting measurable objectives for
employees and making rewards contingent
upon performance.

Underlying
Values
Economy

Desired Outcomes

Productivity

Mission-related results

Cost-effective staffing

To be continued in the next page
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Table 2.3 continued
HRM Strategies
S
Involvement Strategy: Providing
employees, individually or in teams, with
considerable work autonomy, decisionmaking authority, and responsibility for a
“complete” task.
Retention Strategy: Providing the
conditions necessary to retain valuable
human resources, including generous
benefit packages, pay that is at or above
market, positive work environment, and
family-friendly policies such as flextime
and day care assistance.

Underlying
Desired Outcomes
Values
Empowerment Sense of ownership;
enhanced motivation
and contribution;
employee commitment
and retention
Need
satisfaction

Job satisfaction;
employee commitment
and retention

Investment Strategy: Increasing individual Human
competence and organisational capacity by development
investing heavily in training and
development.

Personal competence;
agency adaptability;
employee commitment
and retention

Cohesion Strategy: Establishing a sense of
community and strong social bonds
through agency newsletters, picnics, and
recreational activities, and by fostering
open and trusting relationships between
employees and managers.

Job satisfaction;
cooperative relations;
employee commitment

Comradeship;
openness;
trust

Source: Tompkins (2002, p. 107)

4.

HRM Practices Huselid (1995) defines HRM practices as HRM related activities
utilised by organisations which can improve the knowledge, skills, and abilities of the
organisations’ current and potential employees, increase their motivation, reduce
shrinking, and enhance retention of quality employees while encouraging nonperformers
to leave the organisations. The literature discusses a wide range of HRM practices.
Wright and Boswell (2002) find that one of the key consistent trends within this research
is to classify HRM practices into categories. Pfeffer (1994) for example, identifies 14
HRM practices that have a positive relationship with the organisational performance.
Huselid (1995), another example, classifies HRM practices including comprehensive
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employee recruitment and selection procedures, incentive compensation and performance
management systems, and extensive employee involvement and training, as High
Performance Work Practices (HPWP). Huselid argues HPWP has a positive relationship
with the organisation’s performance. This categorisation, however, does not reveal
consistent patterns of HRM practices (Wright & Boswell, 2002). As argued by Becker
and Gerhart (1996), there is no consensus regarding universal HRM practices, since each
researcher is likely to come up with different HRM practices (also see section 2.3.1;
Boxall & Purcell, 2000). This has led to difficulties in determining which HRM practices
are really effective and contribute to the achievement of the organisational goals.
Therefore, McCourt and Eldridge (2003) conclude that in order to achieve strategic
integration, the emphasis is not so much on the content of HRM practices as with the way
they are linked to the overall strategy of the organisation (also see Bowen & Ostroff,
2004).

2.5.2 Horizontal Fit

This section firstly discusses the theoretical concept of horizontal fit. It then discusses the
operationalisation of horizontal fit. Types of horizontal fit are then discussed. The choice of
horizontal fit applied to the study is then elaborated.

Horizontal fit is founded on the notion that the integration of HRM practices will enhance and
support the effectiveness of one another (MacDuffie, 1995; Smith & Smith, 2007).
Specifically, Delery (1998) says that horizontal fit relates to how HRM practices work
together to achieve the organisational objectives. For Tompkins (2002), horizontal fit is a
measure of how well HRM policies and practices mesh with each other in contributing to
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organisational objectives. The basic assumption is that the effectiveness of any HRM practice
depends on the other HRM practices in place. In other words, HRM practices should be used
in combination as a system to achieve certain objectives. Likewise, Ichniowski and Shaw
(1999) contend that HRM practices often complement each other, and the adoption of one
HRM practice is only effective when it is adopted in combination with one or more
supporting HRM practices. As shown in Table 2.4, McCourt and Eldridge (2003) describe
how HRM practices might be linked together. Job analysis activities, for example, should
become the basis for recruitment and selection and grading decisions. Job analysis should also
be used in the performance appraisal interview as well as in training program identification.

Table 2. 4 An example of horizontal fit among HRM practices
Recruitment &
selection

Performance
management

Job analysis is
Job analysis
basis of
gives agenda for
selection
appraisal
decision
interview
Source: McCourt & Eldridge (2003, p. 31)
Job analysis

Remuneration

Training &
development

Grading is based Job analysis is
on job analysis
used to identify
training needs

Kepes and Delery (2007) maintain that the concept of horizontal fit is at the heart of the
argument linking HRM practices and sustained competitive advantage. Delery (1998) further
argues that the relationship among HRM practices, which falls in the inter-HRM activity area
fit of horizontal fit type as shown in Table 2.5, may give both positive and negative
synergistic effects. HRM practices have ‘positive synergistic effects’ when, together, they
result in a substantially different effect than the sum of their individual effects. For example,
when organisation specific training programs are combined with highly selective staffing
practices, the effectiveness of the training programs can be greatly enhanced if the
organisation is able to select individuals who have a greater ability to learn new material.
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Table 2. 5 Types of horizontal fit
Types of
horizontal fit
Within-HRM system
vertical fit
Inter-HRM activity
area fit
Intra-HRM activity
area fit
Between-HRM system
fit

Description
the fit between HRM policies, practices, and processes
the fit between HRM practices
falls within the HRM activity fit between components of a single
HRM activity area, such as the fit between base pay and bonus
pay systems
the degree to which separate HRM architectures for separate jobs
or job groupings mesh to support the overall HRM strategy

Source: Kepes and Delery (2007)

In contrast, HRM practices may also work against each other and therefore cause ‘negative
synergistic effects’ (Delery, 1998; Kepes & Delery, 2007). This was the horizontal fit concept
firstly used by Becker et al. (1997, p. 43) to theorise such alignment as “powerful
connections” and “deadly combination”. In relation to powerful connections, Becker et al.
found in their study that over 1500 companies that combined above-market pay policies with
comprehensive performance management systems had a 50 percent larger effect on
organisation performance than the effects of the two policies considered in isolation. In
relation to deadly combination, their empirical work in the civil service indicated that an
organisational policy of promotion from within degenerated into a low performance because
compensation and advancement opportunities are not linked to performance. Becker et al.
concluded that the policy of promotion from within in the civil service will increase
employees’ performance when it is part of an HRM system that includes extensive training,
incentive pay and relatively greater pay differentials between high and low employee
performance.
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To study horizontal fit in the Indonesian civil service, this study focuses on inter-HRM
activity area fit which denotes the fit across different HRM practices at the same level of
abstraction, for example, the alignment between selection and training. This is in line with the
concept of horizontal fit formulated in strategic HRM (see Wright & McMahan, 1992). Given
that there is unlikely to be any guidance in determining which sets of HRM practices leads to
organisational success (Cunningham & Kempling, 2011; Kepes & Delery, 2007), four major
practices that are performed by the HRM function in any organisations are examined in this
study: recruitment and selection, performance management, remuneration, and training and
development (also see Fombrun, et al., 1984). Wright and Boswell (2002) also contend that
many studies have examined the impact of these HRM practices. In line with this, Paauwe
and Boselie (2005) also argue that these four HRM practices can reflect the main objectives
of the majority of ‘strategic’ HRM programs. In addition, these HRM practices have also
become the focus of the HRM reform agenda in the Indonesian civil service as set in the Road
Map Reform Regulation (see Regulation-MABR 20/2010) and in other civil service
organisations (for example, Brown, 2004; Colley, et al., 2012). In the end, as argued by
Bowen and Ostroff (2004):
The HRM system itself is discussed not so much in terms of content (for example,
the specific set of HRM practices necessary for achieving an organizational goal) but
rather process (the features of an HRM system that send signals to employees that
allow them to understand the desired and appropriate responses and form a collective
sense of what is expected). (p. 204)
Purcell (1999) further underlines that it is the analysis of how and when HRM factors come
into play in strategic change which enables us to gain a better understanding of the synergistic
combinations of HRM practices. Kepes and Delery (2007) also emphasise that any HRM
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system must be appropriate for the organisation’s competitive strategy and help the
organisation achieve its strategic and goals.

Studies examining horizontal fit can be found in the literature (for example, Chadwick, 2010;
Henemian & Milanowski, 2011; Ichniowski & Shaw, 1999; Kepes & Delery, 2007;
MacDuffie, 1995; Samnani & Singh, 2013). Samhani and Singh (2013), for example, assessed
horizontal fit between recruitment and selection, training and development, performance
management, and remuneration in a service organisation in the United States, and found no
horizontal fit between the multifaceted hiring process and lack of developmental opportunities
and between performance and remuneration which leads to employees demotivation. Samnani
and Singh concluded that the lack of fit affected the employees’ behaviour that resulted in
reduced commitment and motivation and therefore hindered the organisation achieving its
goals. Much earlier, Ichniowski and Shaw (1999) also examined horizontal fit in 41 of the
U.S. and Japanese steel production lines using HRM practices including problem-solving
teams, extensive orientation, training throughout employees’ careers, extensive information
sharing, rotation across jobs, employment security, and profit sharing commonly used by the
Japanese production lines. Ichniowski and Shaw found that the Japanese production lines
were significantly more productive than the U.S. production lines which had adopted less
comprehensive HRM practices than those adopted by the Japanese production lines. These
empirical studies appear to confirm that aligning HRM practices with one another positively
impacts on organisation performance improvement.
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2.6 Determinants of Fit

The literature on strategic HRM identifies two important factors should be in place to enable
vertical and horizontal fit: involvement of the HRM function in the strategic decision-making
process and devolvement of HRM to the line management (Darwish & Singh, 2013;
Nankervis et al., 2008; Sheehan, 2005; Wei, 2006; Zhu et al., 2013). These two factors are
discussed in the following sections.

2.6.1 Involvement of the HRM Function

One of the philosophies of strategic HRM is that the HRM function needs to be strategic
(Schuler, 1992; Ulrich, 1997). As discussed earlier in this chapter, one of the changes that
differentiate traditional HRM from strategic HRM is the change in the HRM function from an
administrative role to strategic role (see section 2.2). This strategic role will enable the HRM
function, as a strategic partner, to integrate HRM with an organisation’s strategy (Friedman,
2007; McCourt & Ramgutty-Wong, 2003). Zhu et al. (2013) also claim that in order to
achieve strategic integration of HRM, HRM managers should be involved in strategic
decision-making together with other senior managers (also see Teo & Crawford, 2005). In
other words, the level of involvement of the HRM function in strategic management indicates
the level of strategic integration of human resources (Golden & Ramanujam, 1985). In line
with this, Sheehan (2005) also underlines that successful HRM integration largely depends on
the role of the people working within the human resources area itself. In this case, the HRM
function should adopt more of a business partner role. In a study involving 13 Australian Best
Practice companies, Sheehan found that 11 out of 13 of these companies supported strategic
integration of HRM and included the HRM function representation at the senior committee
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level, a direct reporting relationship with the CEO, and attempts to devolve HRM
responsibilities to line managers. Therefore, the HRM function needed to work closely with
top management and line management so that the HRM function could advise, impel and
guide a discussion of how the organisation should be organised to carry out its strategy (see
Ulrich, 1998). Similarly, Beer (1997) also supports the idea that the strategic role of the HRM
function is to be able to work closely with the top management to assess, diagnose, and
develop the alignment of the organisation with strategy. This role will demand of the HRM
function an in-depth understanding of the business, plus expertise in organisation design,
organisation change, and intervention methods. As argued by Bowen et al. (2002), the HRM
functions should be strategically positioned within organisations in order that they are able to
link HRM practices to the strategic goals of the organisation. Therefore, the strategic role of
the HRM function becomes central and imperative to ensure human resources contribute to
the organisation goals achievement.

2.6.2 Devolvement of HRM

As the HRM function is to take on strategic roles in organisations, there is a need to devolve
HRM practices to the line management. Brewster and Larsen (1992) define devolvement as
“the degree to which HRM practice involves and gives responsibility to line managers rather
personnel specialists (p. 412).” In this sense, line management becomes the locus of HRM
practices and decisions (Turner et al., 2009). Dany, Guedri and Hatt (2008) indicate that the
distribution of roles and influences between HRM functions and line managers will positively
contribute to the achievement of the organisation’s goals. Further, Azmi and Mushtaq (2015)
also indicate that the devolvement of human resources responsibilities to the line management
is an important aspect of strategic HRM (also see Zhu, et al., 2008). In addition, line
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managers play an important role in producing the synergy between human, financial and
physical resources for the development of their subordinate staff (Brewster & Larsen 1992).
Budhwar and Sparrow (1997) highlight that a rationale for devolving HRM practices to line
management is that line managers are able to respond more quickly to local problems and
conditions as line managers are in constant contact with employees. In line with this, Brewster
and Larsen (1992) are of the view that HRM devolvement is driven by both organisational
and effectiveness criteria. Organisationally, it is now widely believed that responsibilities
should be located at appropriate places within the organisation and that means with line
management rather than with specialist functions. Effectively, it is line managers who closely
interact with employees. Providing these managers with the authority and responsibility to
control and reward their employees makes them more effective people managers. As believed
by Guest (1990, p. 378) “HRM is too important to be left to personnel managers but is instead
a key strategic issue demanding the attention of all managers”.

2.7 Conclusion

During the last three decades, HRM has been evolving from performing administrative
functions to being a ‘business partner’. This is widely known as strategic HRM. The chapter
explores dominant approaches to strategic HRM research; that is the best practice approach
and the best fit approach. Despite numerous empirical studies examining the best practice
approach, it is the best fit approach which is likely to support the concept of strategic HRM.
Central to the concept of strategic HRM is that HRM practices should be congruent with
organisations’ overall strategic objectives (vertical fit) and HRM practices should be
congruent with one another (horizontal fit) (Combs, et al., 2006; Delery & Doty, 1996;
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Huselid, et al., 1997). However, studies of the best fit approach have largely focused on
vertical fit and, therefore, horizontal fit seems to be left out of the studies.

The literature on strategic HRM suggests two important factors should be in place to enable
vertical and horizontal fit: the involvement of the HRM function in the strategic decisionmaking process and the devolvement of HRM practices to the line management. The
involvement of the HRM function in the strategic decision-making process together with
other senior manager allows human resources specialists to align HRM with an organisation’s
strategy. Meanwhile, devolvement of HRM practices to the line management allows line
managers to respond more quickly to local problems and condition as line managers are in
constant contact with employees. The theoretical framework guiding this present study
extends the best fit approach by including horizontal fit and determinants of fit.

Studies of strategic HRM are well developed in the private sector but in the civil service
studies are few, although strategic HRM is recognised. The different characteristics of the
civil service and the private sector are one of the reasons why the strategic HRM concept is
not widely studied in the civil service. Despite the differences, there is growing interest in
bringing the strategic HRM concept to the civil service environment. The literature suggests
that in order for the civil service to successfully adopt the concept of strategic HRM, the civil
service should tailor strategic HRM design and implementation to the unique characteristics
of civil service organisations. The following chapter discusses strategic HRM in the civil
service as the focus of the study.
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CHAPTER 3: STRATEGIC HUMAN RESOURCE MANAGEMENT IN THE CIVIL
SERVICE

The objective of the chapter is to review the literature on strategic HRM in the civil service. It
firstly discusses the evolution of HRM in the civil service. It then elaborates the
characteristics of contemporary HRM including organisation performance focus, involvement
of the HRM function in the strategic decision-making processes and devolvement of HRM.
Next, studies of strategic HRM in the civil service are reviewed to explain how this study fills
the gap in the literature. Further, characteristics of civil and private service organisations are
examined. The discussion continues by examining research on HRM in Indonesia as the focus
of the study. Finally the research problem and research questions are formulated.

3.1 The Evolution of HRM in the Civil Service

This section focuses on examining the evolution of HRM in the civil service. It firstly
discusses the characteristics of civil service management. Secondly, it explores the traditional
model of HRM in the civil service. Thirdly, it elaborates on changes to HRM in relation to
HRM reforms in the civil service. Fourth, the characteristics of HRM reforms in the civil
service are explored and indications of vertical and horizontal fit in the civil service context
are discussed. The chapter then concludes with identification of the research problems leading
this study.
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3.1.1 Traditional HRM in the Civil Service

This section firstly discusses the characteristics of the traditional model of the civil service
within which HRM is embedded. It proceeds by examining global issues which led the civil
service to reform its HRM.

In the traditional model of the civil service, a bureaucratic employment policy matched the
operation of Weberian practices and principles of rule-governed rational action (Brown, 2004;
UNDESA, 2005). Andreski (1983) suggests that ‘rational’ bureaucracy can be inferred as
“formally organised” (p. 9). This means that the system is built on the basis of a pre-defined
application of rules and processes to ensure consistent, formal and systematic decisions
making. Aspects of a rational-legal bureaucracy in the employment system in the civil service
included specialisation through functional responsibility, formalised rules to prevent arbitrary
dismissal, a reliance on organisational position to confer authority (Schroeder, 1992 as cited
in Brown, 2004) and the employment framework was often governed by strong and
independent central agencies such as public service boards that regulated employment
(Brown, 2004; Colley et al., 2012). This system is reflected in the way the civil service
manages its human resources; it is centralised, standardised, and secured (Llorens &
Battaglio, 2010). As shown in Table 3.1, HRM system widely adopted in civil service
organisations includes a centralised HRM system, tenured employment, seniority-based
promotion, no evaluation of civil servants, and general and legal training (also see Brown,
2004; Colley et al., 2012; Desmarais, 2008; Shim, 2001).
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Table 3.1 The traditional model of HRM in the civil service
HRM practices

Characteristics

Employment system

Centralised
Long life employment
Career-based system (internal labour market system)
Seniority-based promotion

Recruitment and
selection

Lower ranks recruitment
Selection is based on academic credentials and/or a civil
service entry examination

Performance
management
Remuneration

No evaluation of civil servants
Position-based remuneration instead of performancebased remuneration

Training and
General and legal training
development
Source: Adapted from Brown (2004) and Gualmini (2008)

As responsiveness and accountability of civil service organisations is increasingly demanded
in today’s rapidly changing environment, the traditional HRM system adopted by the civil
service such as recruitment that solely admits employees at entry level, remuneration that
does not rely on employees performance, and training that does not link with skills
improvement, is considered incapable of meeting these requirements (Kim, 2000). Colley et
al. (2012) argue that the traditional HRM system has been widely condemned as inefficient
and unresponsive (also see Brown, 2004; Shim, 2001). Lloren and Battaglio (2010) also
observe that the traditional HRM system in the civil service has led to bureaucratic
inflexibility, inefficiency, and ineffectiveness (also see Mulgan, 2008). As a result of this
traditional HRM model, civil service organisations in developing countries face more
complex issues such as the patronage system, political issues (Andrews, 2008), legal and
socioeconomic issues (Kim, 2009), corruption, and capacity building issues (Polidano &
Hulme, 1999). These complex problems have forced the civil service to reform its HRM to
become more efficient and effective (Teo & Rodwell, 2007).
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3.1.2 Contemporary HRM in the Civil Service

This section reviews HRM reforms in the civil service. This section firstly discusses the focus
of HRM reform differentiating it from traditional HRM. It then reviews changes in the way
HRM practices are carried out and the way human resources are managed following the best
fit concept.

Despite inefficiency and ineffectiveness of the traditional HRM model discussed previously,
one of the fundamental reasons for HRM reforms in the civil service is because of the world
economic recessions in the 1980s and early 1990s (Coley, et al., 2012; Kim, 2000; Shim,
2001). Kim (2000) argues that a logical response to an economic downturn is to implement
civil service reform to increase the ability to compete. Because it aims to improve civil
service efficiency, responsiveness and accountability to the public, HRM has become one of
the most important strategic management tools used to achieve public sector reform
objectives (Kim, 2000; Kim & Hong, 2006; Shim, 2001). In the 1980s, the introduction of
New Public Management (NPM), with an emphasis on transferring private sector
management techniques into the public sector, has also impacted the way the civil service
reforms its HRM. In other words, the principles of NPM highlighted by Hood (1991)
including being management skills oriented, more output oriented, having a more competitive
basis, and more variable pay structure, have coloured HRM reforms in the civil service. Thus,
as examined by Brown (2004), HRM reforms in the civil service allow a more flexible and
responsive approach to questions of recruitment, selection, retention, training and
development of civil service employees (Brown, 2004).
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Shim (2001) contends that common trends of HRM reforms in the Organisation for Economic
Co-operation and Development (OECD) countries include shifting the civil service HRM so
that it is more like its private sector counterparts by giving more flexibility and freedom to the
line agencies and/or line managers in HRM, and stressing performance and ethics to ensure
accountability of line agencies. As shown in Table 3.2, HRM reforms in the civil service are
also generally linked to devolution of HRM practices to the line agencies, performance-based
pay and privatisation that enhances productivity and performance (Beecher, 2003, Brown,
2004; Jordan & Battaglio, Jr., 2014).

Table 3.2 The characteristics of contemporary HRM
HRM practices

Characteristics

Employment system

Devolution
Merit system
Widespread use of flexible employment contracts
Performance-based culture
Professional-based career system

Recruitment and
selection
Performance
management
Remuneration

Greater flexibility in recruitment
Performance measurement
Greater flexibility in rewards
Performance-based pay

Training and
Specialist and managerial training
development
Skill-based training
Source: Adapted from Brown (2004); Gualmini (2008); Hood (1995)

These trends implicitly indicate that the civil service approach to reform of its HRM is
inclined to utilise the principles of the best fit approach of strategic HRM – namely vertical
and horizontal fit (see section 2.2 of Chapter 2). In line with this, Condrey (2005) highlights
three main characteristics of HRM reform adopted by the civil service to improve its
performance: (1) immediate responsiveness to organisational mission and goals by aligning
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its HRM practices with organisations’ goals and objectives, (2) involvement of the HRM
function in the strategic management decisions, and (3) devolvement of HRM to the line
agencies (also see Brown, 2004; Jordan & Battaglio, Jr., 2014; Shim, 2001). These three
aspects are discussed in the following sections.

Aligning HRM practices with organisations’ goals and objectives

This section examines reforms in HRM practices including recruitment and selection,
performance management, remuneration, and training and development in civil service
organisations in relation to the best fit approach (also see section 2.5.2 of Chapter 2).

Following on the previous discussion on the civil service reform, HRM has become one of the
key areas for reform. Aiming to improve the performance of the civil service which has been
widely criticized for its lack of efficiency (Shim, 2001), the civil service replaced its
traditional notions of a career service, stable, and lifelong employment to a performancebased system (Brown, 2004). Brown asserts that new models of HRM in the civil service are
introduced so that human resources have the capacity to achieve performance outcomes in
line with strategic direction of the organisation. As shown in Table 3.3, civil service
organisations have adjusted their HRM practices, including recruitment and selection,
performance management, remuneration and training following the best fit concept widely
adopted in the private sector. The best fit concept of these HRM practices is discussed in the
following sections.
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Table 3.3 Fit nuances in HRM practices in civil service organisations
Countries

Vertical fit nuances

Horizontal fit nuances

The Malaysian
civil service
(Siddique, 2010;
Moon & Hwang,
2013;
Poocharoen &
Lee, 2013)

- Recruitment and selection is
based on skills and talents
needed by agencies and open
for all level
- Performance appraisal system
is based on annual work
targets
- Training program is designed
in accordance with the
organisational needs
- Merit based recruitment
system to accommodate the
organisational goals through
lateral entries
- Experts and specialists
position are open for private
sector applicants to meet the
organisational need.
- Training and developments
programs are designed to fulfil
the agencies need.

- Remuneration system is based
on meritocracy principle
- Performance appraisal system
align with rewards (salary
increment and promotion)
- Training and development
programs are designed for
promotion purposes.

- Decentralised recruitment for
lower or entry level position to
allow line agencies flexibly
recruit in accordance with their
need.
- Higher level positions are
opened for private sector
applicants to fulfil line
agencies’ needs
- Adopting ‘Shell’ performance
appraisal system to meet the
line agencies’ needs
- Extensive training and
development programs to
accommodate the agencies’
needs

- Remuneration system is based
on meritocracy principle
- Remuneration system aligns
with performance to promote
the ‘best and the brightest’
policy
- Entry level recruitment aligns
with training and development
and performance

The Thailand
civil service
(Kim, 2010;
Moon & Hwang,
2013;
Poocharoen &
Lee, 2013)

The Singaporean
civil service
(Tessema et al.,
2009; Sarker,
2006; Kim, 2010;
Poocharoen &
Lee, 2013; Moon
& Hwang, 2013)

- Remuneration system is based
on meritocracy principle
- Performance evaluation results
link to appointment,
professional enhancement
opportunities, salary increment
and training and development

To be continued in the next page.
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Table 3.3 continued
Countries

Vertical fit nuances

Horizontal fit nuances

The Korean civil
service (Kim,
2000; Kim, 2010)

- Lateral entries recruitment to
fulfil the line agencies’ needs
- Performance- and skill-based
selection criteria to meet the
line agencies’ needs
- Substantial investment in
training and development to
meet the line agencies’ need

- Remuneration system aligns
with working performance
through special performance
evaluation-based rewards
policy (a special reward given
once a year to individuals who
have shown exceptionally
good performance)

The Australian
public service
(Ives, 1995;
Moon & Hwang,
2013; OECD,
2004)

- Decentralised-based
recruitment, open for higher
level grades and temporary
(non-ongoing) staff
recruitment to suit the line
agencies’ needs
- Productivity and efficiency
individual performance driven
aligning with the agencies’
goals
- Incentives and performance
linked system motivating
employees to achieve
- Wide range of training and
development programs to meet
the agencies need

- Merit principle-based
recruitment and selection
indicating alignment between
recruitment and remuneration
- Performance-related pay
indicating the alignment with
incentives and rewards
- Performance appraisal results
are used to identify training for
promotion and for
underperformers

Source: Developed for this study based on the literature review

Recruitment and Selection As shown in Table 3.3, recruitment in civil service
organisations has shifted its focus on entry level recruitment to more a skill-based recruitment
system. This is similar to the recruitment and selection practice of the private sector which
utilises the principles of effectiveness and efficiency (Colley, et al., 2012). Civil service
organisations such as those in Korea, Malaysia, Singapore and Australia, for example, focus
their recruitment and selection practices on performance and skills criteria supported by the
merit principle to attract highly qualified individuals. In addition, recruitment to higher level
positions is open to the private sector. Therefore, there is an indication that recruitment and
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selection practice vertically aligns with the organisational need by shifting the focus to skills
and knowledge to meet the organisational goals. Further, merit based remuneration systems
are implemented to attract highly qualified individuals. Therefore, recruitment and
remuneration is also horizontally aligned. The Korean civil service, for example, has shifted
its recruitment practice from previously focusing only on lower level grades to a more open
employment system where higher level positions are also open to private sector applicants
(Kim, 2000; OECD, 2004; Kim, 2010). Previously, higher level positions were only filled
through internal promotion. The Malaysian civil service, another example, also shifted the
way they recruit its civil servants from focusing more on academic qualifications to also
focusing on skills and talents in order to fill the skills gap in the agencies. In other words,
reform in the recruitment practices has focused more on the agencies’ needs rather than
traditionally focusing on the entry level positions practised by most civil service organisations
in the past (Siddique, 2010; Moon & Hwang, 2013).

Another significant recruitment reform practice is also marked by a shift from a centralised
recruitment system to a more devolved system (however, some countries, such as Singapore
and Korea, only devolve entry level recruitment to the line agencies) (Tessema, et al., 2009;
Sarker, 2006; Kim, 2010). As will be discussed later, countries such as Malaysia and
Singapore, for example, have systematically managed extensive training and development
programs to equip new entrants with skills and knowledge needed by the agencies. This is
also to develop high performers and accelerate the promotion process. Therefore, there is also
an indication that recruitment and selection is horizontally aligned with training and
development practice.
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Devolving recruitment to line agencies and shifting recruitment from a focus on the entry
level to lateral entries seems to indicate that there is an attempt to fit recruitment activities
with line agencies’ needs and with other HRM practices such as remuneration, performance
and training. This is supported by the fact that over-centralisation and a focus on entry
examination has hindered alignment as experienced in the Mauritius civil service and the
Moroccan civil service (see McCourt & Ramgutty-Wong, 2003; Al-Arkoubi & McCourt,
2004; also see Truss, 2003).

Performance Management Most countries have heavily focused on reforming their
performance management systems to support the strategic goals of the agencies. As will be
discussed in the remuneration section, revision in the performance management system in
civil service organisations becomes imperative following reform initiatives in remuneration
practices which is mainly link to performance. For example, some performance management
initiatives include linking performance with remuneration, promotion and training such as in
the Malaysian civil service (Siddique, 2010); adopting the private sector performance
management system for efficiency purpose, such as in the Singaporean civil service (Kim,
2010); performing biannual performance evaluation review (Moon & Hwang, 2013); adopting
Management by Objectives performance appraisal system and 360 degrees feedback
evaluation methods (Kim, 2000); and creating a productive and efficient individual
performance system (Ives, 1995). In OECD countries, the individual performance system
largely links to monetary incentives as well as to promotion and career opportunities.

The alignment between a performance management system and a remuneration system can
also be seen in the Singaporean civil service. To replace the traditional performance appraisal
method which was considered to lack objectivity and lacked an emphasis on career
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development and feedback, the Singaporean civil service adopted an Anglo-Dutch
multinational company’s (Shell London) performance appraisal system, to enable the
agencies evaluate the civil servants’ performances in terms of their level of efficiency and
effectiveness. Performance result then influences the reward and promotion opportunities the
employees get (Quah, 2010). An effort to align performance management and promotion,
training and remuneration can also be acknowledged in the Thai civil service (Poocharoen &
Lee, 2013). The civil service of Thailand undertook a new practice for performance
evaluation and the performance result is linked with incentives such as appointment,
professional enhancement opportunities, training and development, and salary (Pathranarakul,
2010).

To conclude, the fact that civil service organisations reform their performance management
system to support the organisational goals and align the performance management system
with remuneration and training and development demonstrates that vertical and horizontal fit
is practised.

Remuneration

Remuneration reform has also become one of the common themes in

HRM reform across countries aiming to make civil servants more motivated, transparent and
competitive (Moon & Hwang, 2013). New remuneration policy initiatives are undertaken to
replace the seniority based remuneration system widely adopted in the civil service. The
OECD (2004) reports that most of the OECD countries adopt pay-for-performance policies.
Further, Moon and Hwang (2013) also found that many Southeast Asian countries (such as
Singapore, Cambodia, China, Indonesia, and Malaysia) reform their remuneration system
through raising pay and linking it to employee performance so that the civil servants are
motivated to perform better and are less tempted to be corrupt. As shown in Table 3.3, there
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seems to be an attempt to align remuneration systems with employee performance. Countries
such as Malaysia, Singapore and Australia, tie their remuneration system closely to
employees’ performance and salary progression is made in accordance with the working
performance of employees (see for example Quah, 2010; Ives, 1995; Siddique, 2010). A
competitive remuneration package is also offered to high profile recruits so that agencies can
hire skilled employees to fill senior positions. Therefore, vertical fit between remuneration
systems and the organisational objectives can be seen. Malaysia, for example, introduced a
new remuneration system which promotes the meritocracy principle (Siddique, 2010). This
system groups civil servants into three categories and established a new pay system which is
linked to employee performance. This new pay system implements a matrix salary schedule
which allows a greater degree of flexibility in the area of salary progression based on an
employee’s performance. The Singaporean civil service, another example, adopted the
principle of ‘paying for the best and the brightest’ which link remuneration with employee
performance (Quah, 2010). Similarly, the Australian public service also undertook its
remuneration reform by implementing the merit remuneration principle (or pay for
performance). As devolution became one of its main agendas, the Australian public service
also introduced workplace or enterprise bargaining (Ives, 1995). Workplace bargaining allows
management and unions in individual departments to negotiate variations in remuneration and
working conditions in the interests of boosting productivity, efficiency and flexibility in the
organisation concerned. Overall, the remuneration system in the civil service has shifted from
seniority-based pay system to a more performance-based system to achieve the organisational
strategic goals and objectives.

Training and Development Along with other HRM reform, civil service organisations also
reform the way they design their training and development programs. As highlighted by
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Chlivickas (2006), one of the important challenges of reform is to develop human resources
as they are responsible to regulate social economic development and technological
advancement in all spheres of life. The Singaporean civil service, for example, designed four
training programs to support its new policy in remuneration; that is to offer a competitive
remuneration package above that of the private sector counterparts to attract the ‘best and
brightest’ (Quah, 2010). The four training programs are a pre-service scholarship program,
the management associate program scheme, the administrative service program, and the highpotential program. The programs aimed to attract the best and the brightest and to remunerate
them in accordance with their performance (Poocharoen & Lee, 2013). To be able to join in
these training programs, the civil servants should undergo a stringent assessment and
selection process before they can participate. This indicates an attempt by the Singaporean
civil service to align its training programs with advancement opportunities, financial
incentives and performance.

An attempt to align training programs with remuneration and performance system can also be
seen in the Australian public service. A comprehensive training and development program is
also utilised by the Australian public service to ensure its civil servants have sufficient
capacity to carry out their work in supporting the agencies’ goals (Ives, 1995). The Australian
civil service developed a comprehensive training program ranging from orientation programs,
entry level training, competencies and vocational training, managerial and development
programs, further education programs, and rotation and secondments. Further, aligning
training and development practices with remuneration and performance system in the
Malaysian civil service is also practised. Poocharoen and Lee (2013) point out that the
Malaysian civil service also undertakes a wide-ranging training program to support the new
remuneration and performance management system. The training programs include pre-
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service scholarships, opportunities for port-graduate studies, the talent acceleration in public
service program, administrative and diplomatic schemes, and high-performing officer
schemes. The programs mainly aim to fill the skills and knowledge gaps in the organisations
and to identify the high achievers for leadership roles. This also indicates that training and
development programs are aimed to meet the organisational needs. In addition, the linkage
built between the training programs and the annual performance process in the Malaysian
civil service, especially in its high-performing officer scheme, is to offer the high achieving
civil servants more challenging projects and assignments, or prime postings to see their
potential for higher leadership roles. In some countries such as in Australia, Sweden or the
United Kingdom, life-long learning based training has been developed within the staff
performance management systems, or as a part of the establishment of business plans and
reflections on needed competencies and skills. Thus, training and development activities has
been utilised to help the organisations to fill skills gaps.

Involvement of the HRM function

This section discusses the role of the HRM function in the civil service. It firstly discusses the
strategic role of the HRM function and the importance of the HRM function involvement in
the strategic decision-making processes. It also examines challenges in carrying out the
strategic role in the civil service.

Consistent with the strategic HRM concept identified in the literature, the HRM function in
the civil service organisations has increasingly shifted to a more strategic role as practised in
the Australian Public Service (see for example Ives, 1995). Tompkins (2002) argues that the
success of strategic HRM implementation in the civil service depends on whether the HRM
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function can integrate its strategic and operational roles successfully. Similarly, Lindstrom
and Vanhala (2011) also indicate that HR functions, especially in the public sector, are
demanded to play a more strategic role, along with modernisation and efforts to become more
efficient and cost effective in delivering products and services (see also Truss, 2009).
Therefore, Tompkins highlights that the HRM function needs to be fully involved in the
strategic planning process to ensure that the strategic initiatives under discussion are
evaluated in terms of their implications for human resources. As is discussed in the next
section, in order to be more strategic the HRM functions are required to focus less on
operational HRM practices and to emphasise becoming strategic business partners to line
management (see for example Sotunde & Salami, 2013; Teo & Rodwell, 2007; Ulrich, 1997).

In practice, however, strategic partnership conceptualised in the HRM function involvement
is still one of the unresolved issues in the civil service. Tompkins (2002) reveals that agency
executives have tended to view the HRM function as administrative staff performing routine
functions and, consequently, they have not been inclined to involve HRM directors in
strategic deliberations. In line with this, Truss (2003) also examined the National Health
Service in the United Kingdom and found that one of the constraints of strategic HRM in the
civil service is the inability of the HRM function to carry out its strategic roles (such as
providing consultancy services to the line management) because of a lack of support from the
senior management and a lack of capacity to carry out its strategic role (also see Teo &
Rodwell, 2007; Tompkins, 2002). Therefore, as suggested by Truss (2003), strong leadership
and strong direction from the HRM director as well as the right attitude from the senior
management toward HRM are keys to fostering a strategic role for the HRM function. In a
similar vein, Teo and Rodwell (2007) also suggest that new skills and mind-sets are required
to enable the HRM function accomplish its strategic role.
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Devolvement of HRM

This section reviews debates about HRM devolvement in the civil service. First, the purpose
and benefit of HRM devolvement is discussed. Next, the shortcomings of HRM devolvement
experienced by countries and how they mitigate the shortcomings are examined.

One of the significant changes in HRM reforms in the civil service is the way its human
resources are managed. Following from the discussion about involvement of the HRM
function in the strategic decision-making process, the civil service organisations, especially in
developed countries such as Australia, New Zealand and the United States, also devolve their
HRM practices to line agencies (Moon & Hwang, 2013). The OECD also reports that there is
a clear tendency among OECD countries to delegate the design and implementation of HRM
policies from central HRM bodies to line agencies or line departments (OECD, 2004). As
practised in the private sector, HRM devolvement in the civil service aims to shorten
bureaucratic procedures and to bring HRM practices closer to those immediately responsible
for the delivery of service (Ives, 1995) (also see section 2.6.1 of Chapter 2). The Australian
Public service, for example, devolves its human resource decision-making from central
agencies to line departments and from central corporate services areas to line managers,
which leads to the concentration of the HRM function in the line agencies (Ives, 1995).

However, Teo and Rodwell (2007) believe that while there have been some benefits from the
devolution, there are also shortcomings that have been experienced by the civil service.
Colley and Price (2010) explain that devolution can lead to coordination problems between
central agencies and line agencies (also see Truss, 2003). Similarly, Shim (2001), in a study
of OECD countries, found that devolution commonly weakens coherence among civil
servants and consistency among policies. Devolvement of HRM may also allow opportunity
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for more political influence because important decisions of HRM, such as recruitment and
promotion, are made by line agencies with little monitoring or review (Colley et al., 2012). It
further can lead to the loss of a common esprit de corps and a unified agenda of serving a
common good (OECD, 2004). Ives (1995) and the OECD (2004) also suggest that
devolvement of HRM is likely to cause fragmentation.

To mitigate these problems, the Australian Public Service Commission, a commission
mandated to develop HRM policies and strategic management, implement a ‘policy cycle’
approach to advise the line agencies of new HRM practices innovation, and actively involve
line agencies in new HRM policies (Ives, 1995). The policy cycle approach allows decisionmaker to more effectively interact and negotiate with the network through different states
from policy formulation, implementation and evaluation (Holden & Lin, 2012; Howard, 2005;
Skok, 1995). A policy cycle includes setting an appropriate framework (in the form of a
policy statement, guidelines or board instructions), usually after consultation, communicating
and promoting that framework, monitoring and obtaining feedback on implementation of the
framework, identifying and communicating best practice where this is appropriate and
productive, undertaking evaluation or promoting evaluation methodologies, and revising
policy where necessary and recommencing the cycle. In line with this, the OECD (2004)
similarly suggests that fragmentation in the civil service caused by devolution can also be
reduced by strengthening the role of HRM central agencies in identifying and disseminating
advice and best practice.

By contrast, devolvement of HRM is likely to be avoided by most Asian countries due to
nepotism and corruption problems in their civil service (Moon & Hwang, 2013). Moon and
Hwang further say that although some HRM practices such as recruitment and selection have
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been devolved to line agencies, they are limited to entry level positions. Instead of devolving
HRM to the line agencies, Asian countries are more inclined to share responsibilities with the
line agencies in managing human resources issues by establishing special agencies to manage
their HRM. For example, the Singaporean civil service has decentralised its recruitment and
promotion activities for the lower level civil servants to the line agencies; however,
recruitment and promotion of the higher level officials are still performed by the central
agencies called the Public Service Commission and the Public Service Division (Tessema, et
al., 2009; Quah, 2010; Moon & Hwang, 2013). The Korean civil service, another example,
still practices centralised HRM, especially in recruitment and selection (Moon & Hwang,
2013). Although the HRM practices have been gradually devolving to each agency’s
personnel authority (Kim, 2010), a quasi-independent agency such as the civil service
commission was thought to be more appropriate for the Korean situation in light of the need
to promote fairness while preventing political influence in personnel practices (Kim, 2000).
This seems to support an OECD report affirming that the country’s own situation largely
influences the level of HRM devolvement (OECD, 2004). Similarly, Tessema, et al. (2009)
advise that each country must devise its own organisational arrangement for how HRM
practices should be conducted (e.g. centralised, devolved, or partly devolved) that directly
relates to each country’s unique circumstances. Studies conducted by Teo and Rodwell (2007)
and Zhu et al. (2008) seem to explain these phenomena. While Teo and Rodwell found a
positive

relationship

between

devolution

and

human

resources

performance

in

commercialised and non-commercialised public service organisations in Australia, Zhu et al.
found no evidence of a relationship between the degree of devolvement and performance of
organisations in state-owned enterprises, or in domestic/private and foreign-invested
organisations in China.
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To conclude, devolvement of HRM has been widely adopted in the civil service, especially in
developed countries. However, because of nepotism and corruption problems in their civil
service organisations, Asian countries are inclined to share responsibilities with line agencies
instead of devolving their HRM practices. This seems to indicate that the degree of HRM
devolvement in the civil service closely relates to the contextual environments of the
organisations.

3.2 Strategic HRM Studies in the Civil Service

This section discusses strategic HRM studies in the civil service. It firstly examines the focus
of most HRM reform studies in the civil service. Secondly, studies focusing on the best
practice approach of strategic HRM are reviewed. Next, studies on the best fit approach of
strategic HRM are reviewed and the limitation of these studies is identified. Extending the
current studies in the best fit approach and how this study fills gaps in understanding is
discussed.

Given that the best fit approach of strategic HRM was rooted in the private sector, studies in
this area in the civil service are limited compared to the private sector counterparts. As has
been reviewed earlier in section 3.1.2, most studies only focus on what has been changed in
HRM practices in the civil service and do not specifically examine whether the alignment
actually exists (see for example Ives, 1995; Jordan & Battaglio Jr., 2014; Kim, 2000, 2010;
Moon & Hwang, 2013; Poocharoen & Lee, 2013; Sarker, 2006; Siddique, 2010; Tessema et
al., 2009). For example, a study performed by Jordan and Battaglio Jr. (2014) examining 238
articles in 13 journals of HRM reform studies, indicate that HRM reform studies have been
mainly focused on five themes: dencentralisation, performance-based pay, declassification,
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deregulation and privatisation. Based on their investigation, Jordan and Battaglio Jr. conclude
that there is need to apply a more theoretical perspective to examine HRM reforms that can
assist those in the civil service with empirically based recommendations that are usable and
feasible in the civil service environment.

Some studies utilising the best practice approach can still be found in the civil service. For
example, a study performed by Ghebregiorgis and Karsten (2007) in the civil and private
sector in Eritrea, Africa, found that some HRM best practices, such as recruitment and
selection, training and development, and compensation, positively contributed to the
organisational success (also see Tessema & Soeters, 2006). The same study was also
performed in one of the state-owned entities in Ghana (Graphic Communications Group
Limited) and found that HRM practices such as recruitment and selection and performance
appraisal make a positive contribution to organisational effectiveness (Boohene & Asuinura,
2011).

In relation to studies of the best fit approach, Teo (2000) examined the integration between
HRM and business planning in state-owned organisations in the State of Queensland
Australia. Using 20 state owned organisations which have undergone corporatisation, Teo
found that HRM in the organisations exhibited the characteristics of strategic HRM after
corporatisation and the state of strategic HRM in these organisations was healthy and moving
towards being a dynamic and multifaceted linkage. Further, Sotunde and Salami (2013), who
investigated the impact of HRM on organisation effectiveness in the Nigeria public service,
found that there was a positive relationship between HRM and organisational performance in
the Nigeria public service. Zhu et al. (2013), another example, examined vertical integration
involving 618 managers in state-owned and private organisations in China in relation to the
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changing business environment in China. Zhu et al. found that vertical integration was
practised in the studied organisations and exhibited there was a positive relationship between
vertical integration and an organisation’s financial performance through enhancement of
organisational effectiveness. One of the key findings in their study is that there is a positive
relationship between China’s changing business environment and the vertical integration of
HRM in Chinese organisations and that the political, legal, technological and societal
environment in which an organisation operates has an effect on the vertical integration of
HRM in the organisation. These studies, however, focus only on vertical fit as most of the
private sector does. As suggested by Werbel and DeMarie (2005), rather than focusing on
either horizontal or vertical linkages, studies of strategic HRM should combine these
dimensions because to do so is supported by the theoretical concept underpinning strategic
HRM (see Wright & McMahan, 1992).

Studies of the best fit approach in the civil service can also be found in the work of McCourt
and Ramgutty-Wong (2003) and Al-Arkoubi and McCourt (2004). Exploring the strategic
integration and line manager ownership in the Mauritius civil service, McCourt and
Ramgutty-Wong found that there was neither vertical nor horizontal integration in the
Mauritanian civil service. The absence of the strategic integration in the Mauritius civil
service was as a result of political, economic and social realities; the concept is not widely
known, there is no strategic management framework, staff management is highly centralised,
and there is lack of political will for HRM. Similarly, Al-Arkoubi and McCourt (2004)
investigated both vertical and horizontal integration including line manager ownership in the
Moroccan civil service. They found that neither vertical nor horizontal integration exists
because the political actors are reluctant to take bold initiatives in relation to HRM in the
Moroccan civil service. These studies, however, only include selection and performance
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management practices. This seems to overlook the importance of other inseparable HRM
practices, i.e. selection from recruitment and performance management from remuneration
(rewards) and training. In addition, given the basic concept of premise that horizontal fit is a
measure of how well HRM practices mesh with each other, focusing only on selection and
performance management seems to lessen the essence of the horizontal fit concept that relies
of the coherent configuration of HRM practices. Further, as suggested in the strategic HRM
literature, involvement of the HRM function in strategic decision-making processes is
determinant in the best fit approach. In the reviewed studies, this element is somehow
excluded. As highlighted by Tompkins (2002), involvement of the HRM function in strategic
decision-making processes is one of the prerequisites of strategic HRM in the civil service.
This present study, therefore, extend the focus by exploring both vertical and horizontal fit
through an examination of the interrelatedness of recruitment and selection, performance
management, remuneration and training. In addition, determinants of fit, including
involvement of the HRM function and devolvement of HRM, are also examined.

3.3 Context and Characteristics of HRM in the Civil Service

This section discusses characteristics of HRM in the civil service that differentiate it from the
private sector. It first discusses contextual factors influencing HRM in the civil service.
Challenges to the implementation of the best fit approach in the civil service are then
examined.

As discussed previously, one of the characteristics of HRM reforms in the civil service is the
transfer of private sector management techniques to the civil service to achieve efficiency,
effectiveness and quality of service (Shim, 2001). In reality, however, organisational
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characteristics of the civil service and the private sector are different and this explicitly
influences how human resources are managed. Colley et al. (2012) found that the way the
private sector manages its employment practices has not always been demonstrated to suit the
civil service environment and employment. This means that there are contextual factors that
need to be taken into consideration when bringing HRM to the civil service. In their analysis
of best fit approach in the civil service, Boxall and Purcell (2011) underline that HRM-related
decisions in the civil service are largely influenced by economic conditions and political
agendas. These factors can serve both as enablers or constraints to the implementation of
strategic HRM in the civil service. For example, the previous section has pointed out that the
strategic HRM concept was not practised in either the Mauritius civil service or the Moroccan
civil service because of social, political and economic realities (see section 3.2). By contrast,
Zhu et al. (2013) found in their study of state-owned enterprises in China that strategic HRM
theory is applicable following China’s significant changes in the political, legal, technological
and societal environment as a result of economic reforms.

Another characteristic differentiating the civil service from the private sector is that the way
the civil service defines its organisational strategy (Tompkins, 2002). While the
organisational strategy in the private sector is defined within the organisation with clear
strategic objectives, the civil service’s organisational strategy is defined by legislative intent
as well as the chief’s executive policy and political agenda (also see Boxall & Purcell, 2011;
Llewellyn & Tappin, 2003; Manning, 2010). This leads to difficulties in setting clear strategic
objectives (also see Section 2.5.1 of Chapter 2). As highlighted by Truss (2003), the civil
service operates in a complex framework of interdependencies that hinder the best fit concept.
In addition, difficulties in aligning HRM policies and HRM practices with strategic objectives
in the civil service organisations is due to the fact that line agencies’ mandate are set by
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external actors such as central agencies. In other words, while mission and vision of line
agencies was centrally determined, the line agencies should interpret their mandates, clarify
their mission, and seek agreement among key stakeholders regarding how their mission will
be achieved (Tompkins, 2002; Truss, 2003). This supports Truss’ (2003) study confirming
that one of the constraints of strategic HRM in the civil service relates to the centralised
system. Therefore, as suggested by Tompkins (2002), strategic HRM cannot be transferred
successfully without tailoring its design and implementation to the unique characteristics of
civil service organisations.

3.4 Research of HRM in Indonesia

This section reviews HRM studies in Indonesia. It firstly examines the focus of HRM studies
in Indonesia. Secondly, strategic HRM studies in the civil service are explored and compared
to those in the private sector. The limitations of the current studies are identified and how this
study extends the current studies is discussed.

There have been few Studies of HRM in Indonesia (Bennington & Habir, 2003). Bennington
and Habir found that the English language journals have included articles on the developing
countries in Europe, Africa, and Asia (countries, such as Hong Kong, China, Singapore,
Korea, Japan and India) but surprisingly little has been reported on Indonesia. In the last ten
years, however, studies of HRM in Indonesia seem to have increased and the field of studies
has spread across the private sector, state-owned enterprises and the civil service. Overall,
studies of HRM in Indonesia have been mostly in the private sector; for example, studies
performed by Bennington and Habir, 2003; Bowen et al., 2002; Chandrakumara, 2013;
Hartono, 2010; Rahmi, 2013; Thoha, 2005; Thoha, et al., 2006 and Trisnaningsih, 2013.
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Some studies focusing on state-owned enterprises can be found in the work of Mamman and
Somantri, 2014; Sutiyono, 2001; Sutiyono, 2007 and Sitalaksmi and Zhu, 2010. Meanwhile,
studies of HRM in the civil service, either in central and local government, can be found in
the work of Blunt, et al., 2012a; Blunt, Turner and Lindroth, 2012b; McLeod, 2006, 2008;
Moon and Hwang, 2013; Rhodes et al., 2008; Tjiptoheryono, 2007, 2012, 2014; Prasojo,
2010; Turner, et al., 2009 and Wahyudi and Park, 2014.
Few of these studies have investigated the strategic HRM concept and even fewer have
investigated the best fit approach. In the private sector, for example, Hartono (2010)
investigated the state of vertical fit, particularly the alignment of HRM practices and
organisational strategies in 63 industry sectors of hotels, hospitals, agriculture and textile
manufacturing in Indonesia. Hartono found that the organisations studied either adopted the
best practice or the best fit approach depending on the characteristics of the organisations
such as their level of complexity or maturity. This study, however, did not specifically assess
the best fit approach as in assessing horizontal and vertical fit highlighted in Wright and
McMahan’s work (1992) previously discussed. Thoha (2005), another example, explored
seven largest companies in Indonesia to understand the enablers and barriers of those
companies in adopting the strategic HRM concept. Thoha found that the enablers of adopting
strategic HRM include high commitment of the directors, HRM managers, line managers and
HRM staff. Thoha also found that the identified barriers faced by those companies include
data availability, lack of on-line connection, unqualified employees, lack of readiness for
change and unclear company direction. This seems to indicate that there have been no studies
that have comprehensively examined vertical and horizontal fit.

In relation to the civil service, Rhodes, et al. (2008) examined the adoption of the ‘Balance
Scorecard’ best practice in relation to culture in the Central Bank of Indonesia. Rhodes et al.
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found that the implementation of any best practices, for example the Balance Scorecard,
should take contextual issues, such as leadership, national culture, and organisational culture,
into consideration as these will likely influence the way any best practices are implemented.
While the study noted how divergent factors such as national culture, leadership style, and
organisational culture affected the adoption of the Balance Scorecard, it was more focused on
the best practice approach. One study examining vertical and horizontal fit in relation to
decentralisation in the Indonesian civil service was conducted by Turner et al. (2009). Turner
et al. focused their study in nine local governments and their findings suggested that there was
a little evidence showing that vertical and horizontal fit existed as the result of long term
centralised and bureaucratised systems of HRM in the studied organisations. Given that the
Indonesian civil service is highly centralised, the exclusion of the central agencies in this
study seems to overlook key roles played by the central agencies in the Indonesian civil
service. In addition, given that strategic HRM was rooted in the private sector with
characteristics different from the civil service, the inclusion of contextual factors needs to be
taken into consideration when studying strategic HRM in the civil service (see for example
Tompkins, 2002). Therefore, this present study extends the current studies by focusing on
vertical and horizontal fit in the Indonesian civil service and by involving central agencies and
line agencies. In light of the findings, factors influencing the prevalence of vertical and
horizontal fit in the Indonesian civil service are further examined.

3.5 The Research problem

The literature on strategic HRM, specifically the best fit approach, has been reviewed. The
review indicates that, compared to the private sector, there have been few studies in relation to
the best fit approach in the civil service. Although a few studies examining the best fit
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concept can be found in the civil service, there seem to be no comprehensive studies
exploring vertical and horizontal fit. As discussed earlier in this chapter, there remains a call
in the literature to investigate the best fit approach in term of vertical and horizontal fit (see
Becker & Huselid, 2006; Guest, 2011; Lengnick-Hall et al., 2009).

In addition, contextual factors are inseparable components when studying the best fit
approach, specifically in the civil service where characteristics are different from those in the
private sector where the best fit approach was originally rooted. As explained by Boxall and
Purcell (2011), different industry contexts such as the public and the private sector demand
different approaches to HRM because the public and the private sectors are commonly
affected by specific economic and socio-political factors.

This investigation of factors

influencing the prevalence of the best fit approach in the Indonesian civil service provides a
contribution to an understanding of the individuality of the Indonesian civil service and
therefore maximises the benefits of adopting the best fit approach.

3.6 Research Questions

Addressing the research problem, research questions have been established as follows:

1. What HRM practices have been introduced in the Indonesian civil service under HRM
reform initiatives?
2. How is vertical fit and horizontal fit practised in the Indonesian civil service?
3. What factors influence the prevalence of vertical and horizontal fit in the Indonesian civil
service?
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3.7 Conclusion

The evolution of HRM in the civil service from traditional HRM to contemporary HRM aims
to improve performance in the civil service. Similar to contemporary HRM concepts widely
adopted in the private sector, known as strategic HRM, the civil service HRM reforms largely
focus on aligning HRM practices to achieve organisational goals, involving the HRM
function in the strategic decision-making processes and devolving HRM to line management.
Although the best fit approach can be identified in the HRM reforms program among civil
service organisations, the literature indicates that little has been specifically studied about the
best fit approach in the civil service. This may be a result of different characteristics of the
civil service and the private sector (in which strategic HRM was originally rooted). Therefore,
an examination of the best fit approach in the civil service context is significant.

In Indonesia, there has been a growing interest in the last ten years in studying HRM although
the studies are still dominated by the private sector. However, strategic HRM studies,
specifically best fit studies, are still few and best fit studies in the Indonesian civil service are
particularly limited. After the bureaucratic reform was nationally launched in 2010, the
government of Indonesia has given considerable attention to its HRM issues and nuances of
fit can be identified in its HRM policies and practices. The following chapter focuses
discussion on the research methodology and design utilised in the study.
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CHAPTER 4: RESEARCH METHODOLOGY AND DESIGN

The chapter describes the research methodology and design used in this study to address the
research questions. The discussion throughout the chapter flows as follows: it first describes
the research methodology and design including the rationale of the chosen method, as well as
validity and credibility of the study. How the research was conducted is then presented
including the rationale of the case study selection and setting. How the gathered data was
analysed in the study is also explained.

4.1 Focus of the Study

This study focuses on the best fit approach of strategic HRM, namely vertical and horizontal
fit, in the Indonesian civil service under HRM reform initiatives. Contemporary HRM
practices are introduced in the HRM reform, differentiating them from the traditional model
of HRM. Given that studies on the best fit approach are rooted in the private sector (Brown,
2004), questions arise to whether the best fit approach is also applicable in the civil service
where the situation is far less straight forward than in private sector counterparts (Manning,
2010; Storey, 1989). Therefore, the thesis examines how the best fit approach of strategic
HRM, namely vertical and horizontal fit, is practised in the Indonesian civil service.
Following this, the study also investigates factors influencing the prevalence of vertical and
horizontal fit in the Indonesian civil service. To achieve the objectives, three research
questions were established as guidelines throughout the study. They are:

1. What HRM practices have been introduced in the Indonesian civil service under HRM
reform initiatives?
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2. How is vertical fit and horizontal fit practised in the Indonesian civil service?
3. What factors influence the prevalence of vertical and horizontal fit in the Indonesian
civil service?

4.2 Philosophical Viewpoints

The philosophical worldview proposed in this study is interpretivism. Interpretivism respects
the differences between people and the object and requires the researcher to grasp the
subjective meaning of social action (Bryman & Bell, 2011; Schwandt, 2003). In other words,
Bryman and Bell highlight that interpretivism puts an emphasis on the understanding of the
social world through an examination of the interpretation of that world by its participants.
Crotty (1998) states that ‘the interpretivist approach looks for culturally derived and
historically situated interpretation of the social life-world’ (p. 67). Further, Merriam (2009)
argues that ‘interpretive research, which is where qualitative research is most often located,
assumes that reality is socially constructed, that is, there is no single observable reality’ (p. 8).
To this explanation, Merriam further says that ‘constructionism’ is a term often used
interchangeably with interpretivism. Bryman and Bell (2011) suggest that constructionism is a
worldview, emphasising that social phenomena and their meaning are constructed by social
actors. In other words, as concluded by Crotty (1998), meaning is not discovered, but
constructed. These views are in line with the objectives of the study, that is to understand the
participants’ lived experience and interpretation of HRM policies and practices in the
Indonesian civil service in the HRM reform context.
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4.3 Research Methodology

This study was guided by a qualitative approach. Qualitative research enables us to explore
and to understand the meaning individuals or groups ascribe to a social or human problem
(Creswell, 2009). As indicated by the research questions, this study investigates the use of the
best fit concept in the Indonesian civil service and the factors influencing its prevalence
through the lived experience of the participants in the establishment process of HRM policy
initiatives at the central agencies and their implementation at the line agencies. This can be
achieved through qualitative research that allows the researcher to study the participants’
experiences under real-world conditions, to represent views and perspectives of the
participants, to cover the contextual conditions, to contribute insights into existing or
emerging concepts that may help to explain human social behaviour, and to strive to use
multiple sources of evidence rather than relying on a single source alone (Yin, 2012; MartinAlcazar et al, 2005). In addition, a qualitative approach can also be used as a way to better
understand issues that have remained unclear in quantitative studies (Eriksson & Kovalainen,
2008). As discussed previously, this study is addressing the call for more qualitative
approaches in exploring strategic HRM which have been dominated by quantitative approach
(see Barney & Wright, 1998).

4.4 The Case Study Approach

The case study method is employed as a guide to data collection, analysis and reporting. The
case study method allows the researcher to systematically investigate an event or a set of
related events with the specific aim of describing and explaining the phenomena (Berg &
Lune, 2012). In line with this, Yin (2009) also suggests that case study method enables us to
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understand a real life phenomenon in depth and within its real life context, for example
individual life cycles, small group, organisational and managerial behaviour. In addition,
Bryman and Bell (2011) also argue that case study research is commonly used in the business
and government areas and some of the best-known studies in business and management
research are based on case study design. Further, the use of the case study is also considered
appropriate because it has received greater attention within qualitative research on HRM
(Ridder & Hoon, 2009). Given that the best fit approach of strategic HRM is a new field in
Indonesia and little work has been done (see Chapter 3), this study is exploratory in nature. As
suggested by Stebbins (2003), exploratory research is the preferred methodological approach
when a group, process, activity or situation has received little or no systematic empirical
scrutiny. In line with this, Yin (2003) asserts that an exploratory study is intended to
investigate an area which is still uncertain or lack of detailed preliminary research (Streb,
2010).

Given that each country has one government system (see McCourt & Ramgutty-Wong, 2003),
this study therefore utilised a single case study and the Indonesian civil service as its unit of
analysis. McCourt and Ramgutty-Wong also specifically indicate that a case study is
appropriate to research on government, since in the nature of things, each country has one
government to study. Further, Yin (2009) argues that one of the rationales for a single case is
when it represents the critical case in testing a well-formulated theory and that a single case
can confirm, challenge, or extend the theory and it can be used to determine whether a
theory’s propositions are correct or whether some alternative set of explanations might be
more relevant (also see Denzin & Lincoln, 1998; Yin, 2014). As stated earlier, this study
utilises the best fit approach which has been well formulated and largely accepted in the
private sector where the theory was developed. Yin (2012) suggests that reliance on theories
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to guide design and data collection remains one of the most important strategies for
conducting case studies. It is expected that the use of the case study design will enable this
study to shed empirical light on the applicability of the best fit concept and, based on the
findings, factors influencing its prevalence in civil service organisations, specifically in the
Indonesian civil service context.

4.5 Research Methods

Following the case study approach utilised in this study, research methods involving data
collection, analysis and interpretation are designed to answer the research questions posited in
this study (Creswell, 2009). Yin (2009) defines research design as the logical sequence that
connects the empirical data to a study’s initial research questions and, ultimately, to its
conclusions. Dooley (2002) states that methodological rigour in case studies can be
accomplished through addressing six elements: (1) determine and define the research
questions; (2) select the cases and determine data-gathering and analysis techniques; (3)
prepare to collect data; (4) collect data in the field; (5) evaluate and analyse the data; and (6)
prepare the report. Aspects of this study design, including sources of evidence, cases
selection, data collection and analysis are discussed in the following sections.

4.5.1 Sources of Evidence

Multiple sources of evidence enabling data triangulation were employed in this study. Data
triangulation entails gathering data through several sources at different times and in different
social situations, as well as through a variety of people, in order to enhance confidence in the
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ensuing findings (Bryman, 2003). Multiple sources of evidence such as interviews,
government regulations, official documents, the media and direct observation were utilised in
this study. As argued by Yin (2009), a good case study is one which use as many as sources
as possible and these sources of evidence were used to complement one another in order to
increase the quality of the study. Besides improving the quality of the study, data triangulation
improves the validity of qualitative research (Yin, 2014). Similarly, Meriam (2009) also
argues that data triangulation procedure will increase the trustworthiness of qualitative
research. Data triangulation was achieved through constantly comparing the interview data
and field notes, official documents and the media sources. In line with this, Stake (1995) also
argues that data triangulation will increase the credibility of the interpretation and ensure that
the interpretation carries the same meaning under different circumstances.

4.5.2 The Interview Design

Semi-structured interviews were utilised in this study. The choice of the semi-structured
interview technique was based on its flexibility and ability to disclose important and often
hidden facets of human and organisational behaviour (Qu & Dumay, 2011). Kvale and
Brinkman 2009 as cited in Qu and Dumay (2011) argue that the semi-structured interview is
often the most effective and convenient means of gathering information. Berg (2004) further
contends that semi-structured interviews allow an interviewer to reorder questions during the
interview; give more flexibility in adjusting the language level; allow the making of
clarifications; and allow the addition or deletion of interview questions between subsequent
subjects. This form of interview also allows participants to freely express their lived
experienced, enabling the researcher to better interpret the reality of their world. This is in line
with the nature of interpretivism that is to understand the social world of the participants
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(Bryman & Bell, 2011). To avoid bias during the interview process, as suggested by Berg
(2004), the interview process in this study was built as a conversation on the participants’
lived experience on the research topic in a monologue fashion; in this case, the interviewer’s
role is merely to obtain information from the participants and the interpretation was based on
the cues, clues and encoded messages offered by the participants.

Interview questions were developed based on literature review, specifically in relation to the
best fit approach and factors influencing the prevalence of the best fit in the Indonesian civil
service context, including involvement of the HRM function and devolvement of HRM
predicted as determinants of fit in the literature. Three different sets of interview questions
were prepared for three categories of agencies in accordance with their roles and
responsibilities in the HRM reform initiatives (see Appendix 1): (1) central agencies whose
roles and responsibilities are to formulate HRM policies; and (2) line agencies whose roles
and responsibilities are to interpret the HRM policies into practice and to implement them in
their respective agencies; and (3) The National Bureaucratic Reform Team whose mandate is
to oversee the bureaucratic reform program at the national level, within which the HRM
reform initiatives are framed. To gain richer information prior to the interviews with the
selected participants, the interview instruments were carefully pretested by sending them to
HRM Directors of the selected organisations and feedback was used to develop the actual
interview questions, as suggested by Berg (2004). The interview instruments, along with the
background, objectives and the expected outcome of the study, were first emailed to the HRM
Director of each agency. Some replied by asking for further clarification regarding the
questions and some suggested additional questions pertaining to HRM reform issues in the
Indonesian civil service.
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Interviews with participants were the primary means of data collection. As will be further
elaborated in the next sections, 53 senior officials were interviewed across eight agencies in
the Indonesian civil service. Following the request of one of the working units at one of the
line agencies, one focus group discussion consisting of eight participants from the HRM
division was conducted (details of participants are discussed in section 4.5.4). The face-toface interviews ranged between 30 minutes to 60 minutes and mostly took place in the
participants’ offices; only one of the participants requested the interview to be conducted in
the participant’s residence. In addition, due to time constraints, two of the participants
requested the questions be emailed and the participants responded to the questions by return
email. Follow-up questions were also asked of one of the participants through email as
clarification was needed in relation to the information obtained during the interview. Brief
notes were made as to the specific responses which were considered important and where
further probing questions were needed (also see Berg, 2004; Merriam, 2009; Qu & Dumay,
2011). The interviews were recorded subject to participant agreement and transcribed. Since
the interview was conducted in Indonesian which is the mother tongue of the researcher, the
interview transcripts quoted in the study were translated into English. The translation of the
quoted interview transcripts was in constant discussion with the main supervisor, whose
mother tongue is also Indonesian, to verify its accuracy.

4.5.3 Selection of Organisations

Organisations were purposively selected based on the theoretical framework of this study on
the best fit concept aiming to answer the established research questions. This is in line with
Miles and Huberman’s (2014) argument that qualitative sampling is often decidedly theory
driven either ‘up front’ or progressively (p. 31). Miles and Huberman further added that
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qualitative samples tend to be purposive but can evolve once fieldwork begins. This study
experienced a situation where one organisation, the National Bureaucratic Reform Team, was
added during fieldwork. Access to the agencies was gained with the help of the researcher’s
supervisor who has a joint project on AusAID’s (now DFAT) Public Sector Linkage Program
with the selected agencies.

Organisations purposively selected (Berg, 2004; Miles & Huberman, 2014) are differentiated
into three categories based on the roles and responsibilities undertaken in HRM in the
Indonesian civil service and in the bureaucratic reform process. As stated earlier, these three
categories include central agencies, line agencies and the National Bureaucratic Reform
Team. These particular organisations were selected based on the following reasons; First,
central agencies mandated to formulate HRM policies provide insights about how HRM
policies are established and which stakeholders are involved in the HRM policies
establishment process (details of the central agencies and the National Bureaucratic Reform
Team are discussed in section 5.2.1 of Chapter 5). Second, four line agencies were selected to
understand how line agencies execute their HRM practices in relation to the achievement of
the line agencies’ goals and objectives. The determination of the four line agencies was based
on their achievements in the HRM reform; two line agencies have been granted status as
‘reformed agencies’ by the central agencies and are therefore eligible for the benefits of the
reform program, namely a performance-related pay scheme. The other two line agencies (one
central government and one local government, in this study referred to as a line agency) are
still in the process of reform and therefore have not been granted status as reformed agencies.
The inclusion of the local government is to provide richness to the study and specifically the
chosen local government began an internally initiated reform in 2008 but as yet has not been
granted status as a reformed agency. Therefore, the choice of the line agencies potentially
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offers information on the extent to which the perceived successful implementation of HRM
reform relates to the achievement of the line agencies’ goals and objectives. In addition, these
selected line agencies also enable the study to examine factors influencing the prevalence of
the best fit concept in the line agencies. Also, the selected line agencies can be used as
learning resources for other line agencies in Indonesia. This relates to Stake’s (1995)
suggestion that the selection of cases should be to maximise the opportunity to learn. Third,
the National Bureaucratic Reform Team, suggested by one of the participants from one of the
central agencies, provided an overall picture of the way line agencies responded toward the
HRM reform initiatives and how they execute the HRM policies in their agencies. This
National Bureaucratic Reform Team also provided insights on the establishment process of
the HRM reform initiatives in relation to the achievement of the national strategic plan.

Overview of Line Agencies This section provides information of the selected line agencies
and of their stage in the HRM reform achievement.

Agency A

The main role of Agency A, with the total of 6,043 employees covering the

head office and 33 representative offices across Indonesia, is to become a responsive,
interactive and trusted auditor in realising accountable and qualified government finances in
Indonesia. Based on Presidential Decree No. 103/2001, Agency A is responsible for
formulating, establishing, implementing and assessing national policies on government’s
development and finance control. In the bureaucratic reform context, Agency A has been
granted status as a reformed agency, becoming one of the successful agencies in undertaking
their HRM reform activities and succeeding in bringing changes to the mindset of employees
in the midst of the change of its mandate. The organisation goal of Agency A has dramatically
changed from an external auditor, which possessed a significant authority over other agencies
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to that of an internal auditor, which positions other agencies as clients due to its new advisory
role. Major changes in HRM practices have been undertaken to ensure the new organisation
goal is achieved. For example, human capital management strategies have been undertaken to
ensure the new role as internal auditors can be delivered. In addition, Agency A also has a
quality assurance role that examines whether bureaucratic reform activities undertaken by line
agencies comply with the regulations.

Agency B

Managing approximately 122,000 employees and 269 working units, the goal

of Agency B is to deliver an excellent public service in education and culture for a smarter
and more competitive Indonesian society. In the bureaucratic reform context, Agency B has
not been granted status as a reformed agency and therefore has not been eligible to receive a
performance allowance scheme. Compared to other agencies being studied, Agency B is still
in the early stage of HRM reform and the prerequisites of the HRM reform program have not
been completed. Based on Agency B’s 2012 bureaucratic reform road map, problems
highlighted in its HRM include not only a surplus of employees, but also a lack in quality
which causes competency gaps, misplacement issues and ineffectiveness of employee
performance management. To address these issues, the focus of HRM reform in Agency B
includes improvement of recruitment systems, job evaluation, the establishment of an
assessment centre, implementation of individual performance assessment, and development of
a competence-based training system.

Agency C

Managing approximately 62,000 employees across Indonesia, Agency C’s goal

is to become a trusted and accountable agency in managing state finances for a prosperous
Indonesia through creating high-competence human resources. Agency C is leading reform of
the central government bureaucracy and has been granted status as a reformed agency.
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Agency C was one of the pilot projects for bureaucratic reform and began its reform in 2007.
It is considered the most successful agency among other piloted agencies (McLeod, 2008;
World Bank, 2013) and among other line agencies in the Indonesian civil service respectively.
HRM reform initiatives in Agency C include matching remuneration to skill requirement and
responsibilities, and aligning the pay structure more closely with that in the private sector –
with the pay rate rising much more rapidly as levels of responsibility increase (McLeod,
2008a), improving the recruitment process to ensure that recruits are adequately qualified,
establishing an assessment centre to assess current employees’ competencies and potential for
promotion, and performance evaluations using approaches such as the Balanced Scorecard
methodology (World Bank, 2013).

Agency D

Managing 123,000 civil servants in a region with a population of 9.5 million,

the organisational goal of Agency D is to build a new image for the region of a clean
environment, with excellent living conditions, a humane and cultured society and publiclyoriented governance. Served by a new, innovative and reforming governor and vice-governor
at the time of data collection, HRM reform has become the highest priority in Agency D to
ensure that organisational goals are achieved. Both the governor and the vice-governor
believe that a strong and reformed civil service will enable the agency to achieve its goals. In
the bureaucratic reform context, Agency D has not been granted status as a reformed agency.
This raises questions given that Agency D internally initiated its bureaucratic reform in 2008
through the enactment of Governor’s Regulation 43/2008, two years before national
bureaucratic reform was launched. As claimed by the former governor of Agency D, reform
in Agency D has been better than at any other place (Amin, 2012).
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A number of HRM initiatives have been introduced, for example, an open promotion system
based on employee performance; this open system is new to the Indonesian civil service
which in general adopts a seniority-based promotion system. A performance allowance
scheme called Tunjangan Kinerja Daerah – TKD (literally: Region Performance Allowance)
has also been implemented that requires continuous assessment of the employee’s
performance to ensure their individual working goals are achieved and properly rewarded. In
addition, an open recruitment system has also been introduced to ensure fairness and only
qualified candidates will be selected. It is believed that public service improvement delivered
by Agency D, currently experienced by the public, is one of the results of an open recruitment
system that was started in 2008.

4.5.4 Selection of Participants

Senior officials from the selected agencies directly involved in HRM were selected to
examine the process of HRM policy formulation and how line agencies executed HRM
policies in relation to the achievement of the line agencies’ goals and objectives. This is in
line with the objective of the study which is to gain an in-depth understanding of the
formulation and the execution of HRM reform initiatives which mostly involves senior
officials, or what Berry (2002) terms as the ‘elites’. Despite some challenges arising from
interviews with elites, for example, elites may allocate limited time for the interview and they
may dominate or take control in the interview, they can provide valuable information because
of the positions they hold and they can provide an overall view of an organisation or its
relationship with other organisations (Marshall & Rossman, 2006) which is essential to this
study. As also argued by Yin (2012), elite interviews can provide distinctive insights or
information covering the whole set of issues that are not likely to be obtained from other
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sources. These interviewees range from the head of agency (minister’s level), the vice
governor, the vice minister, the secretary general (echelon 1), directors and deputy assistants
(echelon 2) and senior managers (echelon 3). The highlighted boxes shown in Figure 4.1
demonstrate the place of respondents in the organisational structure in the studied agencies.

Figure 4. 1 Place of respondents in organisational structure in line agencies
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Source: Developed for this study

As shown in Table 4.1, there were 53 participants involved in this study and one focus group
discussion (the HRM division) in one working unit in Agency C.
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Table 4. 1 List of participants
Organisation
category

Organisation
name
The MABR

Interviewee
Category
The HRM
function

The NCSA

The HRM
function
The HRM
function
Bureaucratic
Reform Team

Central
agencies

The NIPA
The National
Bureaucratic
Reform Team
Line
agencies

Agency A

The HRM
function

The line
function

Agency B

Bureaucratic
Reform Team
The HRM
function

The line
function

Bureaucratic
Reform Team
To be continued in the next page.

Interviewee
1. The Vice Minister
2. The Deputy Assistant 1 (Echelon II)
3. The Deputy Assistant 2 (Echelon II)
4. The Head of Agency
5. The Senior Manager (Echelon III)
6. The Director (Echelon II)
7. The Senior Manager (Echelon III)
8. The Secretariat of the Vice President
Office (The Deputy Assistant,
Echelon II); and the central agencies
(MABR, NCSA, and NIPA)
9. The HRM Director (Echelon II)
10. The Director 1 (Echelon II)
11. The Senior Manager 1 (Echelon III)
12. The Senior Manager 2 (Echelon III)
13. The Line Director 1(Echelon II)
14. The Line Director 2 (Echelon II)
15. The Line Director 3 (Echelon II)
16. The Line Director 4 (Echelon II)
17. The Senior Manager 3 (Echelon III)
18. The Senior manager 4 (Echelon III)
19. The Senior manager 5 (Echelon III)
20. The Secretary General (Echelon I)
21. The HRM Director 1 (Echelon II)
22. The Senior manager 1 (Echelon III)
23. The Senior manager 2 (Echelon III)
24. The Director General (Echelon I)
25. The Line Director 1 (Echelon II)
26. The Line Director 2 (Echelon II)
27. The Line Director 3 (Echelon II)
28. The Line Director 4 (Echelon II)
29. The HRM Director 2 (Echelon II)
30. The Senior manager 3 (Echelon III)
31. The Senior manager 4 (Echelon III)
32. The Line Director 5 (Echelon II)

Total
1
1
1
1
1
1
1
1

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
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Table 4.1 Continued
Organisation
category
Line
agencies

Organisation
name
Agency C

Agency D

Interviewee
Category
The HRM
function
The line
function

Bureaucratic
Reform Team
Head of
Agency
The HRM
function

The line
function

Bureaucratic
Reform Team

Interviewee

Total

33. The HRM Director 1 (Echelon II)
34. The Senior Manager 1 (Echelon III)
35. The Line Director 1 (Echelon II)
36. The Line Director 2 (Echelon II)
37. The Line Director 3 (Echelon II)
38. The HRM Director 2 (Echelon II)
39. The Senior manager 2 (Echelon III)
40. The Senior Manager 3 (Echelon III)
41. The Senior Manager 4 (Echelon III)
42. The Senior Manager 5 (Echelon III)
43. Focus Group Discussion(The HRM
Division – Senior Manager,
Manager and staff)
44. The Line Director 4 (Echelon II)

1
1
1
1
1
1
1
1
1
1

45. The Vice Governor

1

46. The HRM Director (Echelon II)
47. The Director 1 (Echelon II)
48. The Director 2 (Echelon II)
49. The Senior Manager 1 (Echelon III)
50. The Line Director 1 (Echelon II)
51. The Line Director 2 (Echelon II)
52. The Senior Manager 2 (Echelon III)
53. The Senior Manager 3 (Echelon III)
54. The Line Director 3 (Echelon II)

1
1
1
1
1
1
1
1
1

1

Source: Developed for this study

4.5.5 Data Collection and Analysis

Data Collection

Data collection is a series of interrelated activities aimed at gathering

good information to answer research questions (Creswell, 2013). For this purpose, data
collection in this study follows three principles suggested by Yin (2009) in order to increase
the validity and reliability of the case-study evidence.
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Principle 1: Using multiple sources of evidence. As discussed previously, the use of multiple
sources of evidence in case studies allows the researcher to address a broader range of
historical and behavioural issues so that the findings or conclusion can be more convincing
and accurate (also see section 4.5.1). Three data collection methods were adopted in the study,
that is, studying documents, interviewing and direct observation. In relation to documentation
review, documentary information related to HRM was studied such as the organisations’
websites, government regulations, national and international online media, journal
publications and reports. In relation to interviews, semi-structured interviews with 53 senior
officials and one focus group discussion were conducted (see section 4.5.4). Lastly, in relation
to direct observation, observation during interviews was conducted to help the researcher
understand each organisation. For example, interaction with participants during interviews
was observed and recorded in the field notes in order to gain an in-depth understanding of the
participants’ responses towards interview questions.
Principle 2: Creating a case study database. All the collected data of this study was carefully
organised and stored including field notes, interview notes, official documents given by the
interviewees and other related observation notes to allow for later retrieval. Based on Yin’s
(2009) suggestion, a case database markedly increases the reliability of the entire case study.
In addition, Creswell (2009) suggests that qualitative researchers need to document their
study to enable future replication of the study.
Principle 3: Maintaining a chain of evidence. Yin (2009) continues that maintaining a chain
of evidence aims to increase the reliability of the information in a case study. Therefore, the
study made constant reference to the relevant portions of the case study database. This
principle is to allow an external observer, in this case, the reader of the case study, to follow
the derivation of any evidence from initial research questions to ultimate case study
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conclusions. In addition, the database also reveals the actual evidence and indicates the
circumstances under which the evidence was collected. For example, all interview materials
were given the times and the place of the interviews.
Prior to data collection, the researcher officially requested the targeted agencies’ permission
to conduct the research and in return received their written approval. In addition, a data
collection schedule, including an interview schedule with all participants, was also prepared
and maintained. Funding for the field work was provided by the University where the
researcher is studying, as well as from the researcher’s scholarship funding agency.

Data Analysis

NVIVO software was utilised to organise the data. NVIVO helps

manage, shape and analyse qualitative data (Creswell, 2013). NVIVO software helped the
researcher to structurally maintain all created parents and children nodes and easily revisit and
modify the nodes as further analysis is developed. All the gathered data, such as interviews,
official documents, media sources and reviewed literature are maintained and linked in the
NVIVO software to assist the researcher to build patterns and connections among themes.
Further, the gathered data was analysed based on themes that emerged in relation to the best
fit approach and factors influencing the prevalence of best fit in the Indonesian civil service
context. Thus, the collected data was categorised into themes and coded in accordance with
the research questions to find patterns and interconnections. As suggested by Bryman and
Bell (2011), thematic analysis is one of the most common ways of approaching qualitative
data. During the data analysis process, communication through email with participants was
maintained and conducted specifically for clarification purposes.

The gathered data was mainly analysed based on the theoretical proposition of the best fit
approach of strategic HRM built into the study. As discussed earlier, relying on theoretical
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propositions has been the first and the foremost preferred strategy that leads to a case study
(see Yin, 2009) and where the original objectives and design of the case study are based on
such propositions, these in turn reflect on the set of research questions. This proposition helps
to focus attention on certain data, to organise the entire case study and to define alternative
explanations to be examined. In the end, the propositions would have shaped the data
collection plan and therefore would have given priority to the relevant analytic strategies. As
mentioned previously, the study was guided by the best fit approach; thus, themes were
created based on the elements of the best fit approach, namely horizontal and vertical fit,
involvement of the HRM function and devolvement of HRM. In addition, themes were also
created in relation to the factors influencing the prevalence of the best fit concept.

The pattern-matching logic technique was used for data analysis (Yin, 2009) to compare an
empirically based pattern with the theoretical propositions presented in the study. Using the
principle of data analysis suggested by Miles and Huberman (2014), the flow of analysis
employed in this study included data condensation, data display and conclusion and
verification. Miles and Huberman refer to data condensation as the process of selecting,
focusing, simplifying, abstracting, and/or transforming the gathered data (such as written-up
field notes, interview transcripts, documents and other materials) to make the data stronger.
For this stage, the researcher used the interview transcripts and written-up field notes to
determine nodes’ names relating to the research questions and kept in NVIVO software. The
nodes were categorised into five parent nodes, including the vertical fit node, the horizontal fit
node, the HRM devolvement node, the HRM involvement node, impeding factors node and
contributing factors node. Responses in each node were labelled to identify the respondent.
This process helped the researcher to focus on particular data and not being overwhelmed.
This data condensation occurred continuously as the researcher conducted further reading and
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further discussion with her supervisor. As maintained by Berg (2004), data condensation and
data transformation need to be made in order to make the data readily accessible and
understandable and to draw out various themes and patterns. Table 4.2 presents the created
nodes in NVIVO and Table 4.3 presents an example of the vertical fit node.

Table 4.2 The created nodes in NVIVO

Source: Developed for the study
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Table 4.3 An example of the vertical fit node

Source: Developed for the study

Further, data display in the form of a model was created with the help of NVIVO software to
find and observe certain patterns in the data. As shown in Figure 4.2, for example, using a
network model, one of data display models suggested by Miles and Huberman (2014), nodes
created during data condensation were connected to show factors influencing best fit, with the
help of NVIVO.
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Figure 4. 2 A network model of ‘Factors influencing best fit’ in the Indonesian civil service

Source: Developed for the study

Further, word frequency queries using NVIVO software were also performed and thus
became part of data display that assisted the researcher to draw conclusions and determine
any further actions to be taken. This helped the researcher to understand how a certain issue
has been repeatedly addressed by different participants. For example, using word frequency
queries in NVIVO, the researcher has been aware of how ‘political issues’ have been
addressed by almost all participants in explaining the HRM policy-making process in the
Indonesian civil service. In addition, summaries of various statements were also created to
help the researcher to determine what additional analysis or actions must be taken. This is in
line with Miles and Huberman’s (1994) argument that the creation and use of displays is a
part of analysis and is also considered as an analytic activity. Lastly, data analysis employed
in this study included conclusions and verification. Throughout the research process, the
researcher had been making various informed evaluations and decisions about the study and
the data. Tentative outcomes were made as the data analysis continued; clear and definitive
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conclusions were made after the data have been collected, condensed and displayed. As the
report writing process proceeded, conclusion verification was made by going back to the data
and existing literature to ensure validity of the study.

4.6 Ethical Issues

The study primarily gathered data and information through semi-structured interviews with
key informants of the selected agencies. To ensure the protection of privacy and security of
the key informants involved in the study, ethical considerations were maintained in
accordance with the National Statement on Ethical Conduct in Research Involving Humans
Commonwealth of Australia 2007. The researcher asked for approval and permission from the
University of Canberra’s Committee for Ethics in Human Research prior to commencing the
research. The research was approved under the project number 13-19 entitled Human
Resource Management System in the context of Bureaucratic Reform in the Indonesian Civil
Service (see Appendix 2). However, the title of the study was adjusted to allow the focus of
the study to become more tangible.

Further, an informed consent form was developed prior to the field work (see appendix 3).
This was to inform the participants about the study’s goals and assure them of their rights
throughout the project (Creswell, 2013). Further, anonymity of the line agencies and the
participants was maintained; this is to protect the participants from any harm resulting from
this study as suggested by Bryman and Bell (2011). However, the identities of the central
agencies were disclosed given that all HRM policies formulated by the central agencies were
publicly accessible and open to public criticism. In other words, reform issues raised in this
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study were not sensitive and widely discussed in the media in Indonesia and also made
available on the central agencies’ websites.

As the researcher is employed by one of the organisations in the case study, this research
might possibly deal with the ethical issues of conflict of interest and bias. As pointed out by
Brannick and Coghlan (2007), insider researchers are perceived to be prone to charges of
being too close and thereby not attaining the distance and objectivity necessary for valid
research. However, the researcher utilised her ‘insider status’ to optimise the research
findings. As advocated by Costley, Elliot, and Gibbs (2010), benefits of having an insider
status, such as easy access to people and information in relation to the study, as well as indepth knowledge about the organisation and the complexity of work situations, were used to
increase the quality of the research and to reframe the researcher’s understanding of situations
to which she is close. To avoid conflict of interest or biases in this study, as suggested by
Brannick and Coghlan (2007), the researcher maintained the researcher role instead of the
employee role and maintained her objectivity to contribute to the improvement of the
organisation.

4.7 Conclusion

This chapter explored the research methodology and design employed in the study. It
described how the study was conducted to optimise the achievement of the objectives of the
study. Utilising the Indonesian civil service as its case study, a qualitative approach was used
to examine the best fit approach and reveal factors influencing the prevalence of the best fit
approach in the Indonesian civil service. Eight government agencies were selected to develop
an understanding of how HRM reform initiatives are formulated and how the line agencies
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interpret and implement the policies. Maintaining the principle of interpretivism, the gathered
data was analysed based on themes that emerged from the data in relation to the theoretical
concept of best fit, built into the study with the help of NVIVO software. The next chapter
discusses HRM reform in the Indonesian civil service as the focus of the study.
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CHAPTER 5: THE CONTEXTUAL BACKGROUND OF THE INDONESIAN CIVIL
SERVICE HRM

This chapter provides the contextual background of the Indonesian civil service. It examines
the evolution of human resource management (HRM) in the Indonesian civil service prior to
discussing the findings. In line with the HRM reforms currently being undertaken in the
Indonesian civil service, the primary objective of this chapter is to provide a picture of how
HRM in the Indonesian civil service evolved following the civil service trends of adopting
contemporary HRM and how the socio-political and economic contexts affect HRM practices
in the Indonesian civil service. The organisation of this chapter is as follows. The chapter first
examines the context and characteristics of the Indonesian civil service. It continues to
explore the management of human resources in the Indonesian civil service. The chapter then
reviews the bureaucratic reform program in the Indonesian civil service as the umbrella of the
HRM reform program. Following that, the HRM reform program in the Indonesian civil
service is explored to identify contemporary HRM in the HRM reform initiatives that
differentiate the present HRM practices from the pre HRM reform. Finally, it concludes that
the Indonesian civil service is inclined to adopt contemporary HRM in its HRM reform
initiatives.

5.1 Context and Characteristics of the Indonesian Civil Service

As in civil service organisations elsewhere (see for example Storey, 1989; Tompkins, 2002),
HRM policies and practices in the Indonesian civil service are inseparable from its socio-

103

political and economic environments. These contextual environments are discussed in the
following sections.

5.1.1 Socio-political Environments of the Indonesian Civil Service

This section discusses socio-political factors influencing HRM in the Indonesian civil service.
First, it discusses the influences of the New Order regime in the Indonesian civil service.
Second, it discusses the democracy era (otherwise known as the reformation era).

The President Soeharto’s New Order era, ruling for 32 years (1966 – 1998), strongly affects
the Indonesian civil service. In this era, the political system and governance were not
controlled by political parties, but by the authority of bureaucrats (Prasojo, 2010). Prasojo
further emphasises that political parties in this era were simplified to restrict their political
control toward the government. During the New Order era, the civil service served both as a
political instrument as well as an administrative apparatus (Kristiansen et al., 2009) that
formed a large bureaucracy that, instead of giving service, caused anguish (Prasojo, 2010).

The New Order regime has inherited patronage to the government of Indonesia especially
with respect to its HRM practices and patronage remains systemic within government (Blunt,
et al., 2012b). Patronage, distinct but closely intertwined with the concepts of patrimonialism,
is similar to the concept of the pre-colonial Javanese who believed that the government was
‘an extension of the person of the ruler’ (Mackie, 2010). In other words, patrimonialism is a
form of governance in which all power flows directly from the leader. The success of
Soeharto in utilising patronage in the New Order era was partly because the system of
government he created had some intriguing similarities with the patrimonial power of
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traditional rulers in the pre-colonial past. Patronage practices in the Indonesian government
have created networks that resist reform because the effect of patronage is to cement loyalty
to the individual rather than to the position or the service (Blunt, et al., 2012b). President
Soeharto’s ability to utilise patronage extensively to ensure the loyalty of his subordinates had
enabled him to be at the apex of the political system for 32 years (Mackie, 2010). Mackie also
indicates that patronage has continued to be an important aspect of the ‘money politics’ of the
post-Soeharto system of governance even under democracy and reform, as if it has become
almost a pathological feature of the Indonesian political system with damaging sociopolitical effects which will not easily be remedied.

The patrimonialist system built into the Indonesian government was not just used to maintain
the loyalty of the president’s immediate subordinates, but it also affects the HRM practices in
the Indonesian civil service. For example, keeping civil servants’ salaries low and ensuring
salary increment are low was aimed to increase dependency of the subordinates on their
superiors up the line to the president himself (Mackie, 2010). Official promotion in the
bureaucracy was not based on a merit system, but on the loyalty to the ruling party, Golongan
Karya-abbreviated as Golkar (literally: Groups of Functionaries) (Prasojo, 2010). Pre-service
training and in-service training curriculums mainly focuses more on civil service codes of
conducts, such as obedience and loyalty to the system. This practice somehow plants an
attitude to firstly prioritise serving leaders or superiors than to deliver service to the public. In
short, this patronage system has resulted in corruption, collusion, and nepotism in the
Indonesian civil service (Blunt et al., 2012a).

Triggered by the economic crisis in 1997 and accompanied by wide protest to the New Order
regime, Soeharto was forced to resign but only after two months he had been re-elected for a
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seventh term (Donald, 2000). The fall of the New Order in 1998 was replaced by the
democracy era widely known as the reformation era. After the resignation of President
Soeharto in May 1998, Vice President B.J. Habibie was appointed to replace Soeharto. Ruling
for about 18 months (May 1998 – October 1999), Habibie laid the foundation for
Indonesian’s democratic transition and for future reforms such as democratic reforms, media
freedom, and reform of the political system (Anwar, 2010) and the enactment of the new
civil service law 43/1999. After the Habibie government, Indonesia was ruled in quick
succession by Abdurrahman Wahid and Megawati Soekarnoputri. During their rule, from
1999 – 2004, Abdurrahman Wahid’s and Megawati Soekarnoputri’s governments achieved
relatively little in terms of substantive reform (Aspinall, 2010). The first direct presidential
election was in 2004 and Susilo Bambang Yudhoyono (SBY) was elected and then reelected in 2009. SBY continued the reform process, albeit in a less vigorous and sweeping
manner than did Habibie (Aspinall & Fealy, 2010). SBY included bureaucratic reform as one
of the highest national priorities in the national strategic planning and HRM reform became
one of its agendas (Prasojo, 2012c; Kumorotomo, 2012). Piloted in three line agencies in
2007, bureaucratic reform was nationally launched in 2010. The grand design of bureaucratic
reform for 2010-2025 was laid out under Presidential Regulation 81/2010 and bureaucratic
reform road map (2010-2014) was established as a guideline for line agencies to reform
(Regulation-MABR 20/2010). From October 2014 to the present, Indonesia has been ruled
by Joko Widodo and widespread government reform is also his priority.

Reform issues are directed toward balance and control in governance (Prasojo, 2010). The
essence of reform was the demand to eradicate the practice of corruption, collusion, and
nepotism strongly planted during the New Order era. In the reform era, the socio-political
system in Indonesia is focussed on the coalition government where several political parties
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are involved in the government. It is likely that political intervention in the government will
be obvious in this era as the principle of coalition relies on power sharing. As suggested by
McCourt (2001), the coalition government system tends to place the political parties’ cadres
in public jobs.

5.1.2. Economic Environments of Indonesia

This section discusses the current economic situation in Indonesia and how it influences
employment in the civil service. It first discusses the general Indonesian economy. It then
discusses the influence of the Indonesian economy on the employment policy of the
Indonesian civil service.

Indonesia is Asia’s fifth largest economy. It is the fourth most populous nation in the world
and is endowed with abundant natural resources (OECD, 2012). Real Gross Domestic Product
(GDP) growth was the third highest in the G-20 members in 2009 (OECD, 2010). Real GDP
has been growing at a rate of a little over 5% on average per year over the past decade with an
underlying uptrend resulting from ongoing structural reforms. However, this was still lower
than the objective of 7.0 to 7.7% for 2014 set by the government in its Medium Term
Development Plan (see Presidential Regulation 5/2010). It is expected that further
institutional changes, including a rapid implementation of bureaucratic reforms to improve
both efficiency and governance, are a pre-requisite to meet these ambitious economic
development goals (OECD, 2010).

Since the fall of the New Order regime, positive changes have occurred in Indonesia
including strong and sustained economic growth and a growing civil society and middle class
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(Blunt, et al., 2012b). The World Bank (2014) records that Indonesia’s gross national income
per capita has steadily raised from $2,200 in the year 2000 to $ 3,563 in 2012. Today, reform
initiatives in various sectors support the medium-term development plans by focusing on
quality of human resources, development of science and technology and strengthening
economic competitiveness. The OECD (2012) is of the view that through strong policy
reforms and improved governance, significant progress has been achieved in social and
educational dimensions since the 1997-98 Asian crisis, and the quality of human capital has
been markedly enhanced.

Despite positive growth in its economy, Indonesia still faces significant problems, such as
unemployment issues, in relation to the labour market. For example, employment growth has
been slower than population growth and there is a 5.7 percent unemployment rate (World
Bank, 2014). There is an expectation from the public that the government could provide two
million employment opportunities per year to reduce unemployment (Info Kerja, 2014). In
addition, the fact that the government of Indonesia is about to face the so-called demographic
bonus - the number of the productive age is higher than the number of elderly people and
children - that could develop the Indonesia economy (Tirtosudarmo, 2013), the government of
Indonesia is also facing continuous pressure to absorb graduates to reduce the unemployment
rate. Rohmah (2014) predicts that if the government does not prepare itself to face this surplus
labour market, instead of improving the Indonesian economy, it can become a problem for the
country. Thus, there may be a relationship between the choice of the government of Indonesia
about its entry level recruitment system and unemployment. In the 2014 recruitment, for
example, the government of Indonesia allocated jobs in line agencies to be filled by people
whose educational qualifications did not match the line agencies’ need in order that they
could have the opportunity to apply for vacant jobs (MABR, 2014a). This may also relate to
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Jackson and Schuler’s (1995) study that suggested that recruitment strategies are usually
influenced by unemployment levels.

In addition, positive growth in the economy is still considered unable to compensate civil
servants adequately. To date, pay increment in the Indonesian civil service remain uniform
and attached to the annual inflation rate and there is little evidence that pay increment relates
to employee performance. As stated by the Minister of Administrative and Bureaucratic
Reform recently, the welfare of civil servants will be better if the economy of Indonesia
improves (JPNN, 2015).This may also cause the Indonesian civil service to continue to focus
its recruitment at the entry level following its egalitarian pay structure. As argued by
Tjiptoherijanto (2014), an egalitarian pay structure is more attractive to those in the lower
ranks of the civil service. This egalitarian system is considered to cause the best graduates
from well-known and highly qualified universities to be uninterested in becoming government
employees (Tjiptoherijanto, 2014). Although the salary of civil servants in Indonesia has
increased following the implementation of the performance allowance policy (with the
exception of the Ministry of Finance), the level of remuneration is still unattractive compared
to private sector counterparts (McLeod, 2006; Tjiptoherijanto, 2013). Tessema and Soeters
(2006), in their study of the Eritrean civil service, also found that an unattractive
compensation system has hindered the Eritrean civil service to attract qualified and suitable
applicants.

5.2 Institutional Arrangement of HRM in the Indonesian Civil Service

As the Indonesian civil service embraces the centralised HRM system, the government of
Indonesia has mandated three agencies to manage its human resources. For the purpose of the
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study, these agencies are referred to as the central agencies. The main role of the central
agencies is to formulate policies and guidelines about HRM issues for line agencies (central
and local governments). The line agencies are therefore responsible for translating and
implement the HRM policies. The following section discusses the role and responsibilities of
the central agencies and the line agencies.

5.2.1 Central Agencies

The three central agencies mandated as the leading sectors in the management of civil
servants in Indonesia are shown in Table 5.1. They are, (1) the Ministry of Administrative and
Bureaucratic Reform (Kementerian Negara Pendayaagunaan Aparatur Negara dan
Reformasi Birokrasi, hereinafter referred to as the MABR), (2) the National Civil Service
Agency (Badan Kepegawaian Negara, hereinafter referred to as the NCSA), and (3) the
National Institute for Public Administration (Lembaga Administrasi Negara, hereinafter
referred to as the NIPA). The MABR is mandated as the coordinating ministry of the three
central agencies. In other words, the MABR is directly responsible to the President, whereas
the NCSA and the NIPA report to the MABR for any HRM issues (Presidential Regulation
24/2010). As the central agencies are mandated to formulate HRM policies, their involvement
in the national strategic planning decision-making process is obvious. In other words, the
central agencies have been strategically positioned in the national strategic planning decisionmaking processes as shown in the establishment of the national strategic plans (RegulationMABR 20/2010; Presidential Regulation 81/2010). In addition to the policy formulation
mandate, the central agencies are also mandated to provide advisory, consultancy and
knowledge management to the line agencies to ensure that the line agencies have the
capability to implement the HRM policies in their respective agencies.
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Table 5.1 Central agencies responsible for HRM in the Indonesian civil service
The MABR

The NCSA

The NIPA

- To formulate HRM policies

- To establish guidelines
and operational details
of HRM policies

- To conduct HRMrelated researches

- To coordinate, monitor and
supervise the NCSA and the
NIPA

- To coordinate HRM
practices such as
appointments,
promotions and
transfers.

- To develop and manage
training and
development programs

- To provide assistance and
advice to line agencies on
HRM policy issues

- To administer, facilitate,
and provide technical
assistance relating to the
HRM practices to the
line agencies

- To provide assistance
and advice to the line
agencies on training
related issues

Source: Regulation-MABR 21/2010; Presidential Regulation 103/2001; Tjiptoherijanto
(2014)

It can be drawn from Table 5.1 that the NIPA produces various research-based HRM issues.
The research results may then be utilised by the MABR as a basis for formulating various
HRM policies. The HRM policies formulated by the MABR are designed in a brief and broad
fashion. The NCSA then produces guidelines and operational details about how the HRM
policies should be undertaken by the line agencies. According to Government Regulation
101/2000, the NIPA establishes the training curriculum (Regulation-NIPA 15/2011) and the
NCSA is mandated to establish operational details of training need analysis (RegulationNCSA 17/2011). There is a degree of complexity involved to execute a single HRM practice
which leads to overlap and fragmentation. The issue of fragmentation similarly happened in
the Mauritius civil service because various agencies manage its human resources; recruitment
is performed by the Public Service Commission, pay determination is by the Pay Research
Bureau, and training is performed by the Mauritius Institute for Public Administration and
Management (see McCourt & Ramgutty-Wong, 2003). The World Bank (2006) also identifies
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this overlapping issue which is due to sharing responsibilities among multiple agencies. For
example, there is considerable overlapping between the mandates of the NCSA and the
MABR as both appear to be involved in crucial tasks such as preparing guidelines for
recruitment planning (called formasi) and recruitment. As addressed by number of studies
(see for example, McLeod, 2008; Synnerstrom, 2006; Prasojo, 2012c; World Bank, 2013),
these overlapping and fragmentation issues partly explain why there has not been any
meaningful, centrally initiated reform, in spite of the clear need for it.

In addition, the Ministry of Finance (MoF) is mandated to manage civil service pay and
pensions. In the Bureaucratic Reform context, the Vice President was appointed as the head of
the National Bureaucratic Reform Steering Committee. Working closely with the National
Bureaucratic Reform Team, the National Bureaucratic Reform Steering Committee is
responsible to oversee and to coordinate all bureaucratic reform programs including HRM and
provide direction and advice to the National Bureaucratic Reform Team.

5.2.2 Line Agencies

While central agencies are responsible for formulating HRM policies, central and local
governments (in this study referred to as the line agencies) are mandated to implement the
HRM policies. In other words, line agencies are not involved in the HRM policy-making
process. This centralised HRM system seems to lead the line agencies to impose the HRM
policies more as ‘a compulsory procedure’ to satisfy the central agencies rather than to utilise
the policies to improve human resources capabilities to contribute to the agencies’ success.
Compared to the Australian public service of which HRM has been devolved to its line
agencies, the Australian Public Service Commission, an agency mandated to formulate HRM
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policies in the Australian public service, still involves the line agencies in the HRM policymaking process through its policy cycle approach (Ives, 1995; also see section 3.1.2 of
Chapter 3). It is surprising that the Indonesian civil service, which principally embraces a
centralised HRM system, opts to exclude line agencies in the policy-making process. The
absence of the line agencies in the HRM-policy making process in the Indonesian civil service
has influenced the way HRM policies are interpreted by the line agencies. Since HRM
policies are formulated in a brief and general fashion, line agencies are responsible for
deciding how they are going to put the policies into practice. Although some line agencies
utilise the HRM policies to improve the performance, most line agencies see utilisation of the
policies as an obligation (Wahyu, 2012). This may cause the HRM practices to not have any
significant impact on the improvement of the line agencies’ performance.

5.3 Establishment Process of Line Agencies’ Goals

This section discusses the process of establishment of the goals and objectives of line
agencies. It firstly discusses the cascading process of national strategic planning to the line
agencies’ strategic planning. It then examines the problems experienced by line agencies in
cascading their strategic planning.

As practised in civil service organisations elsewhere, the establishment of line agencies goals,
usually called strategic planning, is commonly based on the national strategic plan. Likewise,
line agencies in the Indonesian civil service also cascade their strategic goals and objectives
from the national strategic plan and translate them into working programs. The national
strategic plan in the Indonesian civil service is categorised into the National Long Term
Development Plan (Rencana Pembangunan Jangka Panjang Nasional – RPJPN) (Law
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17/2007) and the National Mid Term Development Plan (Rencana Pembangunan Jangka
Menengah Nasional – RPJMN) (Presidential Regulation 5/2010). The national strategic plan
usually exemplifies political promises of the elected president which should be realised during
their appointment. The RPJPN describes the overall 20 years national plan which is then
translated into a five year RPJMN.

The cascading process from the national strategic plan into line agencies’ strategic planning is
somehow problematic. In the Indonesian civil service there are working programs that are not
aligned with the line agencies’ mandates and this causes overlapping within individual line
agencies or among line agencies. For example, the vice minister position of some line
agencies overlaps with the role of the secretary general (Abbas, 2011). As examined by the
OECD (2012) and Prasojo (2012c), overlapping responsibilities of different levels of
government and within line agencies in Indonesia is often found to cause confusion and
inefficiency. It is often the case that two or three line agencies manage the same task or have
the same responsibilities; for example among the Ministry of Fisheries, the Ministry of Trade
and the Ministry of Agriculture. This is likely related to the fact that civil service
organisations operate within a particularly complex framework of interdependencies that
serves to constrain the degree to which they can be strategic (Truss, 2003). Tompkins (2002)
also alleges that one of the unresolved problems in determining the organisational strategies
and objectives in the civil service relates to the fact that civil service organisations are
embedded in authority networks and the political goals of elected officials, demands of
powerful stakeholders, judicial mandates, budgetary constraint, the organisation’s capacities
and recourses and relationships with other organisations. Therefore, as concluded by
Tompkins, what it means to select a ‘business strategy’ is less clear than it is to private sector
counterparts (also see section 2.4 of Chapter 2).
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5.4 The Evolution of HRM in the Indonesian Civil Service

This section discusses the evolution of HRM in the Indonesian civil service. Firstly, it
discusses the traditional model of HRM in the Indonesian civil service. It then discusses
bureaucratic reform within which HRM reform is introduced.

The Indonesian civil service still embraces what Brown (2004) defines as a traditional model
of personnel administration; a highly-centralised HRM system, ‘career service’ and security
of tenure, lifelong employment, lower-ranks-focused recruitment and an internal based
promotion system (also see Llorens & Battaglio, 2010; section 3.1.1 of Chapter 3). As shown
in Table 5.2, the employment system is still based on the lifetime principle, career-based and
centralised system.

Table 5. 2 Characteristics of the HRM practices in the Indonesian civil service
HRM Practices
Employment system

Recruitment and selection

Remuneration

Performance management

Training and development

Characteristics
- Lifetime employment
- Career-based system
- Centralised HRM system
- Focus on entry level recruitment through national
examination
- Focus on educational qualification
- New employees appointment often accompanied by
nepotism practices
- Focus on educational qualifications and seniority
- Various allowances such as family allowance, rice
allowance, meal allowances
- Employee performance is not generally taken into account
- Annual performance appraisal system
- Performance indicators are uniform for all levels
- Employee appraisal result is only used for rank increment
which automatically increases every four year.
- Centralised training system
- The ‘one size fits all’ training curriculum method
- The training programs relate more to obedience to the
system than to skills and knowledge needed for the job

Source: Tjjiptoherijanto (2007)
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Ruled by an authoritarian government for 32 years, the Indonesian civil service has been
centrally managed and little authority and flexibility has been provided to the line agencies to
manage their human resources. The way the civil service is managed is similar to the way the
armed forces are managed (McLeod, 2006; McLeod, 2008a; Effendi, 2011b). For example,
all line agencies are uniformly structured following the army system where all battalions have
the same number of individuals at each level (McLeod, 2008a). This has created a rigid
bureaucracy and has resulted in excessive numbers of bureaucrats at low levels. This has also
caused negative impacts on both the way the civil servants are managed and on the quality of
the civil servants themselves. In relation to the civil service management, for example,
favoritism and nepotism is highly involved. The appointment of civil servants has largely
relied on corruption, collusion and nepotism; personal abilities and skills are not taken into
account (Prasojo, 2010). In relation to the promotion system, the appointment of an individual
is not always merit based but is affected by seniority and favouritism (McLeod, 2008b). This
causes additional issues such as misplacement and quality performance issues. In terms of the
remuneration system, financial and non-financial rewards for good performers are very weak
and rewards are often determined by length of service (Turner, et al., 2009). There is no
competition for higher positions as individuals can only be promoted when positions became
vacant due to promotion, relocation, retirement, or death of the previous incumbents
(McLeod, 2006). As identified by Turner et al. (2009), promotion is hardly ever linked to
employee performance. To add to the complexity, the Indonesian civil service does not have a
dismissal policy for those who have a bad working performance. Dismissal rarely occurs and
it may happen only if a civil servant is proven guilty because of criminal conduct or absence
from work for two months or more (Prasojo, 2010, 2012a). McLeod (2006) concludes that
ineffective HRM has become the root problem in the Indonesian civil service. The following
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section details how HRM practices such as recruitment and selection, remuneration,
performance management, and training and development, are carried out.

5.4.1 Recruitment and Selection

According to Government Regulation 98/2000, civil servants recruitment in the Indonesian
civil service aims to fill positions that become vacant due resignation, death, staff rotation, or
an organisation’s expansion. The recruitment practice mainly focuses on the entry level and
pays little regard to work experience gained from other organisations (Sutiyono, 2007). Civil
servants in Indonesia are recruited after sitting a major national recruitment test (Synnerstrom
(2006) as is the case in most Asian countries (Poocharoen & Brillanes, 2013). They will be
then be selected on the basis of entry examination results and level of education. Managerial
positions and those requiring particular professional skills are usually filled through internal
promotion, whether or not well suited individuals are available (McLeod, 2006; Harun, 2007).
The main requirement for entering the civil service is largely educational qualifications and
disciplines. In relation to educational achievement, the candidates are screened based on their
academic Grade Point Average, which is usually a minimum of 3 out of 4. In other words,
recruitment to the civil service is highly selective in terms of academic achievement. There is
considerable attention focused on academic achievement rather than on skills and work
experiences. Successful applicants are then allocated to positions through management
decisions; not through competition between applicants. Such recruitment practices have been
considered ineffective since the main purpose of recruiting new employees is to identify and
attract the potential candidates to fill the vacant positions within an organisation (see De Cieri
& Kramar, 2008).
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Further, determination of the staff allocation in line agencies is not always based on the
recruitment plan of the line agencies as shown in Figure 5.1. Although recruitment planning is
done by the line agencies, it is the authority of one of the central agencies, namely the MABR,
to make the final decision about how many staff will be allocated to the line agency after
obtaining advice from the Ministry of Finance about the budget (see Figure 5.1). Therefore,
the main consideration for approval of the staff allocation seems to be based more on the
national budget than on recruitment planning. This is supported by Bahaji (2004) who studied
a recruitment planning system in the Indonesian civil service. Bahaji concluded that the
greatest determinant factor in recruitment planning is the national budget. This reinforces the
notion that the recruitment planning activity is merely an administrative rather than a strategic
activity.
Figure 5.1 Procedures of recruitment planning determination in the Indonesian civil service

Source: Adapted from Ministry of Administrative and Bureaucratic Reform (MABR, n.d.)
Diagram note:
1.
2.
3.
4.
5.
6.
7.

Line agencies propose recruitment planning (formasi) to the NCSA and the MABR
The NCSA provides technical review to the MABR.
The MABR asks budget related advice from the MoF.
The MoF provides advice to the MABR on budget allocated for civil servants
The MABR provides advice to the line agencies regarding budget allocation of the
planning proposal
Line agencies to revise recruitment planning.
The MABR stipulates the numbers of the employees to be recruited.

recruitment
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The way the Indonesian civil service decide its recruitment planning appears to contradict the
recruitment planning approach established by McCourt and Eldridge (2003). McCourt and
Eldridge suggest that the starting point of recruitment planning must be the strategic goals and
objectives of the organisation which are then compared with the availability of the budget.
Organisations should first understand the availability of the budget before preparing the
recruitment plan so that the line agencies can prioritise the areas that most need an additional
workforce based on the budget. To add to the complexity, recruitment planning in the
Indonesian civil service has been mechanically formulated and is less related to the line
agencies’ needs to achieve the organisations’ goals. Recruitment planning is established in
accordance with the number and hierarchy required in an organisational unit (Prasojo, 2010).
In other words, the recruitment planning system in the Indonesian civil service is more
designed by formula rather than by reference to the volume of work required to be carried out
(McLeod, 2006).

5.4.2 Performance Management

Management of employee performance has received little attention in the Indonesian civil
service history. Employees’ performance assessment results are not utilised in the decisions
about other HRM practices such as promotion, remuneration or training. The employees’
performance assessment results are only used as part of administrative requirements for rank
increment which automatically happens every four years for each employee regardless of their
work performance. As noted by Turner, et al. (2009), the performance management system in
the Indonesian civil service has little alignment with organisational goals and has little by way
of job description. Ideally, as highlighted by Fryer, Antony, and Ogden (2009), performance
management systems should be aligned with organisational goals.
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The Indonesian civil service still relies on its performance assessment, abbreviated as DP3
(Daftar Penilaian Pelaksanaan Pekerjaan, literally: Work Implementation Evaluation List)
which is anchored in Government Regulation 10/1979. Eight elements are evaluated: loyalty,
work achievement, responsibility, obedience, integrity, cooperation, initiative, and leadership
qualities (NCSA, 2008) and these elements are uniform for all levels of civil servants. It has
been long known that the DP3 is ineffective as the elements of the performance appraisal are
too general and do not relate to employees’ working responsibilities. Sutiyono (2007) notes
that the DP3 elements focus more on intangible civil servants’ attributes, for example loyalty
or integrity, rather than on the output of work done; hence attributes are difficult to measure.

Further, employee performance assessment is considered as a formality and does not have any
impact on financial or non-financial reward or for development purposes. The process of
employee performance assessment does not involve the respective employee. In other words,
there is no performance review involving both the staff member and the supervisor to discuss
and evaluate how the employee has performed throughout the year. This seems to contradict
to the essence of performance assessment as a medium to provide feedback to employees
about their performance (Biron, Farndale, & Paauwe, 2011; Camilleri & Van Der Heijden,
2007; Haines & St-Onge, 2012; Locke & Latham, 2006). Therefore, the employee assessment
activity in the Indonesian civil service seems to be in line with what Shield (2007) describes
as a “tick and flick” exercise (p. 5). Also, it is common knowledge that employees often
complete their own evaluation forms to ensure a ‘good’ result, and then have the forms
approved by their supervisors (Turner et al., 2009). In this system, poor performance goes
undetected and good performance is unrecognised and not properly rewarded. This causes
frustration and weakens motivation among high-performing employees. The United Nations
for Development Program (UNDP) (1991) as cited in Rohdewohld (1995, p. 105), describes

120

the performance management system in the Indonesian civil service as having “no appraisal
interview, no discussion of individuals’ aims and ambitions, and no development plan”.

5.4.3 Remuneration

The remuneration practice in the Indonesian civil service is based on job types and
responsibilities and its implementation is based on position in the hierarchy and tenure
(Prasojo, 2010). The rank system embraced by the Indonesian civil service determines the
rank of employees in accordance with educational qualifications and rank will accordingly
determine the remuneration package they receive. For example, a staff with a bachelor degree
will start as a IIIa-rank and will receive a remuneration package of a standard rank IIIa. In
addition, there will be other financial benefits employees should receive if they, for example,
get married or have children. Further, the rank will increase every four years regardless of the
employees’ work performance and when the rank increases, the remuneration attached to the
employee will automatically be increased. McLeod (2006) defines the remuneration system in
the Indonesian civil service as more heavily dependent on characteristics of the individuals –
including educational qualifications, years of service and number of dependents – rather than
on skills and experience. Thus, the remuneration system in the Indonesian civil service has
been long known as ‘dumb, smart, equal income’ (Prasojo, 2012a; Turner et al., 2009). In
addition, salary increments in the Indonesian civil service uniformly increase regardless of the
working performance of the employees. This contradicts Morris, Yaacob and Wood (2003)
and Poole and Jenkins’ (1998) view that reward should be as part of the exchange when
employees exert effort to help the advancement of organisational objectives. When an
employee is promoted to a structural position, a position allowance will be added to their
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remuneration package. This unattractive remuneration system has allegedly contributed to the
low quality of civil servants in Indonesia (Tjiptoherijanto, 2014). Table 5.3 summarises the
rank system in the Indonesian civil service in which the determination of rank is based on the
educational qualification of the candidates firstly entering the civil service.

Table 5.3 Rank system in the Indonesian civil service
Rank
I

II

III

IV

Educational qualification
a
b
c
d
a
b
c
d
a
b
c
d

Career Path (Structural
position/echelon)

Primary School
Junior High School

Senior High School
Diploma
Bachelor Degree
Master Degree

a
b
c
d
e

Echelon IVb
Echelon IVa
Echelon IIIb
Echelon IIIa
Echelon IIb
Echelon IIa
Echelon Ib
Echelon Ia

Source: Rohdewohld (1995)

For promotion activities, the Indonesian civil service relies more on educational qualification
than on work performance. Although the law regulates that one of the requirements for
promotion is achieving good marks in the performance assessment for two consecutive years,
the performance assessment itself, as discussed in the previous section, does not actually
reflect the actual performance of the employee. As shown in Table 5.3, employees may only
be promoted into structural positions (echelons) when they are at a certain rank. For example,
an employee can only be promoted to Echelon IVb if they have been in rank IIIb. In other
words, it is unlikely that an employee, who has good work performance but holding rank IId,
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can be promoted to Echelon IVb (see Government Regulation 100/2000). Therefore, the
promotion system in the Indonesian civil service is unlikely to motivate employees to perform
better.

5.4.4 Training and Development

There are two main kinds of training in the Indonesian civil service, namely pre-service
training and in-service training (Government Regulation 101/2000), which is centrally
managed by the NIPA and the NCSA. The NIPA holds the functional responsibility to
manage, coordinate, and host the training and the NCSA is responsible for developing and
establishing standards, and for managing the employment of the training graduates (Prasojo,
2010). As discussed previously, an overlapping the NIPA and the NCSA functions in
managing training can be seen. The pre-service training is designed for new employees and is
conducted after they are employed for approximately one year. The training is conducted over
three weeks time and is mandatory. However, the training orientation is more toward
obedience to the system and is not specifically designed to develop management, technical, or
policy making skills or to improve performance and government efficiency (Effendi, 2011b).
In addition, the training curriculum is uniform for all new employees. Given that the essence
of training is to improve the capacity of the employees to carry out their job, it is questioned
how this pre-service training can fulfil the needs of the employees who are in different types
of work. Ideally, such as practised in the Chinese civil service, employees should be given
different training material in accordance with the job to which they are assigned (Yang, Wu,
Xu & Chen, 2012).
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Meanwhile, the in-service training is divided into three types: leadership training, functional
training and technical training (Government Regulation 101/2000). Leadership training is
designed for employees who will be promoted to managerial positions such as echelons IV,
III, II, and I. Leadership training is also mandatory and yet the training content has less to do
with strategic management and leadership skills than with compliance with bureaucratic
authority and process, and with adherence to nationalist ideologies (Turner, et al., 2009). This
contradicts Griffin’s (2010) view that training is a lever for improving individual, team and
organisational performance. Further, the time span is longer than for pre-service training and
ranges between two and five months depending on the promotion level (Regulation-NIPA
11/2013); the higher the promotion level, the longer the training period. Other types of inservice training, functional training and technical training, aim to increase knowledge in the
respective professional field. This type of training is not compulsory and is managed by the
respective agency that may collaborate with the NIPA.

5.5 Bureaucratic Reform in the Indonesian Civil Service

This section discusses bureaucratic reform in Indonesia as the umbrella for the HRM reform
where contemporary HRM practices are introduced. It firstly discusses the background to
bureaucratic reform in Indonesia. It then discusses the relationship between the bureaucratic
reform agenda and the national strategic plan. This section also discusses the implementation
framework of the bureaucratic reform in the Indonesian civil service.

As discussed earlier, the reform issue in Indonesia was initially triggered by the economy
crisis of 1997 which became a multidimensional crisis in 1998 (also see Kristiansen,
Dwiyanto, & Pramusinto, 2009). Since then, Indonesia has made impressive progress in
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relation to reform of its political system, but very little in relation to bureaucratic reform
(McLeod, 2008a). Realising the importance of clean government and good governance in
delivering excellent service to the public, the government of Indonesia commenced its
bureaucratic reform in 2004 and became one of the highest national priorities in both its
RPJPN and RPJMN. The main objective of bureaucratic reform is to improve the
professionalism, quality, and accountability of the civil servants to enable accomplishment of
the bureaucratic reform goals; that is creating a clean government, improving the quality of
service to the public, and improving the accountability of public service performance.

Eight areas of changes (organisation design, business process, rule arrangement, public
service improvement, HRM, mindset and working culture set, control empowerment, and
accountability) were determined in the bureaucratic reform program (Regulation-MABR
20/2010). Of these agendas, HRM is the most widely discussed as HRM is considered to be
the backbone to the whole bureaucratic reform agenda. As explained by McCourt (2001),
bureaucratic reform in developing countries is commonly identical to HRM reform. To
accelerate the bureaucratic reform, the government of Indonesia further determines nine
acceleration bureaucratic programs including structuring government organisational structure,
structuring the number and the distribution of civil servants, development of open recruitment
system and open promotion system, improving the professionalism of civil servants,
development of an integrated electronic governance system, improving service to the public,
improving the integrity and the performance accountability of civil servants, improvement of
civil servants’ welfare and efficiency of goods and services expenditure. Overall, bureaucratic
reform aims to improve civil service quality and government capability and to create a clean
and corruption-free government. Through bureaucratic reform, the government of Indonesia
aims to become a world-class government by 2025 (Presidential Regulation 81/2010).
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In implementing the bureaucratic reform program, the government of Indonesia has
established a grand design for 2010-2025 (Presidential Regulation 81/2010) which in line
with the national strategic plan established in the RPJPN (also see section 5.3). The grand
design aims to provide policy guidance on the implementation of the bureaucratic reform to
ensure an effective, efficient, measurable, integrated and sustainable implementation at the
line agency level. The policy guidance includes the national development vision as well as the
vision, mission, objectives and goals of bureaucratic reform. Based on the grand design, a
road map of the bureaucratic reform is established as guidelines for the line agencies (as
shown Table 5.4). This indicates that bureaucratic reform programs are in line with the
national strategic plan. Based on the bureaucratic reform road map (Regulation-MABR
20/2010), line agencies are required to establish their own road maps which then become a
basis for evaluation to determine whether the line agencies can be acknowledged as reformed
agencies and then be rewarded a performance allowance.
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Table 5.4 The interrelatedness of the national development plan, the grand design and the

Objective:

Vision:

becoming a self-reliant,
advanced, just, and
prosperous country

to provide policy
guidance on the
implementation of the
bureaucratic reform at
the agencies level

Become a world class
government (a
Profesional and high
integrity government)

Distributed into a 5 year
medium term
development plan:
- 2010 - 2014
- 2015 - 2019
- 2020 - 2025
Focus of the medium
term development plan
of 2010 - 2014 is
stabilisation of
bureaucratic reform of
agencies

Distributed into a 5 year
road map of bureaucratic
reform:
- 2010 - 2014
- 2015 - 2019
- 2020 - 2025

Bureaucratic Reform

Vision:

Grand Design

The National Long-term development plan (2005-2025)

bureaucratic reform road map

Objectives:
1. Create clean
government (free from
corruption)
2. Improve public service
quality
3. Increase in the capacity
and accountability for
performance of
government

Source: Adapted from Law 17/2007; Presidential Regulation 81/2010; Regulation-MABR
20/2010

In the bureaucratic reform framework, the implementation stage is broken into three levels to
ensure the interrelatedness of the program. Table 5.5 shows the three levels involved in the
bureaucratic reform. The macro level deals with the improvement of national regulations to
support the implementation of the bureaucratic reform. The meso level relates to managerial
functions that promote, coordinate, advise and evaluate agencies in implementing the
bureaucratic reform program. The micro level deals with the implementation of the
bureaucratic reform program in accordance with the line agencies goals and objectives. These
three implementation layers seem to suggest that the centralised system embraced by the
Indonesian civil service remains unchanged.
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Table 5.5 The implementation of the bureaucratic reform program
Implementation level

Main function

Implementer

Macro

Regulatory function

National Team

National

Meso

Managerial function

Central agencies

Institutional
(agencies/sub
agencies

Micro

Implementation function

Line agencies

Source: Adapted from Regulation-MABR 20/2010

Three line agencies were selected as pilot projects for the bureaucratic reforms in 2007: the
MoF, the Supreme Audit, and the Supreme Court Office. However, based on the results of the
evaluation by the MABR, the achievement of these three line agencies varied. Therefore, it
raised questions and concerns about how this variation occurred and to what extent the central
agencies play their strategic roles.

5.6 HRM Reform Program in the Indonesian Civil Service

This section discusses the HRM reform initiatives in the Indonesian civil service. It firstly
discusses the objectives of the HRM reform. It then discusses how HRM reform initiatives
enable the achievement of the HRM reform objectives. Lastly, this section examines debates
about HRM reform initiatives in the Indonesian civil service.

The main focus of the overall bureaucratic reform in the Indonesian civil service is on quality
improvement of the civil service. This means that the bureaucratic program implicitly focuses
on its human resources issues. This is in line with Prasojo (2010) who emphasises that HRM
reform is the most important for bureaucracy reform as a whole. Referring to HRM strategies
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suggested by Tompkins (2002), HRM practices can be focused on developing a shared
commitment to service quality through employee orientation sessions and training programs.
Further, performance appraisal and incentive systems can be redesigned so that employees are
rewarded in accordance with their work performance. In terms of increasing human capacity,
recruitment activity can concentrate on recruiting new employees with the requisite skills or
enhancing the skills of existing personnel through training and development (also see section
2.5.1 of Chapter 2).

In the HRM reform, the government of Indonesia introduces various initiatives, as shown in
Table 5.6. For example, the recruitment practice is more open and centrally conducted by the
central agencies. In relation to performance management, new employee performance system
emphasising on work performance goals was introduced (Government Regulation 46/2011).
Table 5. 6 The HRM reform initiatives
HRM Practices New initiatives

Policy underpinning

Recruitment
and Selection

- Open recruitment to guarantee transparency
- Online recruitment basis to guarantee fairness
- Centralised recruitment to avoid nepotism and
collusion
- Job analysis activities prior to recruitment
- Senior positions recruitment but limited only
among civil servants from other agencies

Regulation-MABR 20/2010

Remuneration

- Grading system
- Performance allowance using ‘equal pay for
equal work’ principle

Regulation-MABR 63/2011

Performance
Management

- Based on work performance goals (sasaran
kinerja pegawai) and work attitude (perilaku
kerja)
- Establishment of Assessment centre in each
agency for promotion and training purposes

Government Regulation

Training and
Development

- Promoting training need assessment

Regulation-MABR
20/2010; Regulation-NIPA
3/2013

46/2011

Source: Government Regulation 46/2011; Regulation-MABR 20/2010; Regulation-MABR
63/2011
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In relation to the remuneration practice, a performance allowance scheme (tunjangan kinerja)
using the principle of ‘equal pay for equal work’ was introduced (Regulation-MABR
63/2011). The determination of the performance allowance is based on the job classification
and performance achievement. As shown in Table 5.7, there are 17 job classifications or
grades introduced and each job classification is linked to a performance allowance.

Table 5.7 Job classifications in the Indonesian civil service
Job
classification/grading
Non-grading
17

Job value

Position

4055 - …

Vice Minister
Highest grade (Highest structural
position/echelon)

16
3603-4050
15
3155-3600
14
2755-3150
13
2355-2750
12
2105-2350
11
1855-2100
10
1605-1850
9
1355-1600
8
1105-1350
7
855-1100
6
655-850
5
455-650
4
375-450
3
305-370
2
245-300
1
190-240
Source: Regulation-MABR 63/2011

Lowest grade

Further, annual employee assessment result will determine the employees’ grades for the
following year. The introduction of the performance allowance significantly differentiates the
Indonesian civil service’s old remuneration system which puts an emphasis heavily on the
equality system discussed earlier. This system seems to value high performers and at the same
time motivate the civil servants to perform their job better.
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As highlighted by the World Bank (2013), McLeod (2008b) and OECD (2015), there have
been positive and negative views about the reform program in the Indonesian civil service.
For example, the World Bank (2013) indicates that the reform has had positive impacts in the
MoF. The World Bank (2013) claims that positive changes in the MoF include improved
recruitment processes which ensure that recruits are adequately qualified. The reform also
supported the establishment of assessment centres used to assess current employees’
competencies and potential for promotion. Performance evaluation has also improved using
approaches such as the Balanced Scorecard methodology. In addition, training has become
more technically focused. Similarly, McLeod (2008b) is also of the view that the changes to
HRM in the MoF currently being implemented are far reaching, and reflects the need to clear
away the accumulation of policies and practices that hinder efforts to optimise performance of
the bureaucracy. The World Bank and McLeod further claim that the modernised human
resource practices imply that the reform is supporting the professionalisation of civil servants.
In line with this view, the OECD (2015) also highlights that the reform program in Indonesia
has been a success in many line agencies.

Despite the positive views, there has also been criticism of HRM reform initiatives in the
Indonesian civil service. Despite the fact that a few line agencies, for example the MoF,
benefit from the reform, the public still perceives the current reform as being remunerative
reform instead of performance reform. The head of the Indonesian Entrepreneur Association,
Sofyan Wanandi, said that reform in Indonesia has not been more than increasing the civil
servants’ income without having any impact on public service improvement (Kompas, 2008).
As argued previously, the Indonesian civil service implements performance allowance
systems as part of its remuneration system to improve the civil service performance.
However, this initiative has likely shifted the perception of most leaders and staff of line
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agencies that by undertaking reform, they will be awarded a performance allowance. In other
words, it would appear that motivation to reform is not driven by sincere belief in efficiency
and a high-performance civil service, but because of the performance allowance (Prasojo,
2012c).

Further, the reform initiative has not yet answered the root problem faced by the Indonesian
civil service. The World Bank (2013) suggests that overstaffing issues have not been well
addressed in the reform. Despite the fact that line agencies experience staff surpluses (also see
McLeod, 2008), they are still reluctant to lay off staff because there are no severance program
policies in the Indonesian civil service. Instead, agencies can only offer early retirement
schemes which eventually do not make any significant difference in terms of budget
efficiency. Another criticism is addressed to the recruitment and promotion system. Given the
HRM reform trend worldwide is towards more open, merit-based appointment and
promotions systems, the Indonesian civil service still maintains its entry level recruitment
system and rank-based promotion system (also see Prasojo, 2010). Such a system does not
seem to support the reform goals of improving efficiency and effectiveness of the civil
service.

5.7 The New Civil Service Law

To support HRM reform in the Indonesian civil service, the new civil service law (Law
5/2014) was enacted in January 2014 to replace the old civil service law No.43/1999. As
shown in Table 5.8, more contemporary HRM practices have been introduced. These include
recruitment of senior positions, employment of contract-based employees instead of relying
on the life time employment system, implementation of competence-based promotion instead
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of the ranking based system, implementation of merit-based promotion instead of seniority,
and the establishment of the Civil Service Commission to ensure professionalism of the civil
service and freedom from political intervention.
Table 5.8 Summary of the New Civil Service Law 5/2014
HRM Practices

New Civil Service Law No.5/2014

Recruitment and
selection

- Open for skilled and experienced individuals under a contract
employment system
- Probationary Period for 1 year

Remuneration

- Merit-based principles
- Position-based system

Performance
management

- Competence-based promotion
- Based on individual work planning cascaded from the
organisational goals and based on employees’ characters
- 360 degree performance assessment review

Training and
development

- Obligation to provide integrated education and training during
the employment probationary period
- Employment development program should become an annual
program
- On-the-job training program at other agencies or other private
agencies are allowed for a maximum of 1 year, coordinated
by the NIPA and the NCSA

Source: Adapted from Law 5/2014

This present study, however, did not include this law as part of the findings as the law was
enacted after the field work concluded in May 2013. Instead, this study utilised Law 43/1999
as the basis of its analysis as this is the law currently used and being reformed when the study
was being undertaken. Law 5/2014 is used to complement the discussion of the findings in
Chapter 7.
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5.8 Conclusion

Human resource management in the Indonesian civil service has evolved from traditional
HRM to contemporary HRM through its reform. Largely influenced by the New Order
regime, HRM practices in the Indonesian civil service have been related to corruption,
collusion and nepotism. In the HRM reform, various HRM initiatives such as open
recruitment and selection, performance-based promotion, performance allowance, and skillbased training have been introduced to improve performance in the civil service. Given HRM
issues have been given little attention for decades, these new HRM initiatives aim to improve
the negative images such as poor service, corruption, collusion, and nepotism, of the
Indonesian civil service and to see that it becomes more professional, capable and qualified in
delivering service to the public. In addition, the new civil service law (enacted in January
2014) accommodates more contemporary HRM practices such as a contract employment
system, a merit-based system and senior staff recruitment. However, the extent to which
these initiatives can improve the civil service performance largely depends on the central
agencies providing consultancy and advice to the line agencies, and the line agencies
themselves carrying out the HRM practices. The next chapter discusses the findings of the
study.
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CHAPTER 6: RESEARCH FINDINGS AND DISCUSSION

The chapter focuses on the research findings gathered from the collected data. Research
findings are presented in accordance with the best fit approach of strategic HRM, namely
vertical and horizontal fit, elaborated in the literature review. The research findings are
categorised into two themes: HRM policies and HRM practices. First, the findings concerning
the state of vertical and horizontal fit of HRM policies are presented. Secondly, the findings
concerning the state of vertical and horizontal fit of HRM practices implemented in the line
agencies are examined. As discussed in the conceptual framework, analysis of vertical fit is an
analysis of the extent to which HRM practices are aligned with an organisation’s goals, and
analysis of horizontal fit is an analysis of the extent to which HRM practices align with one
another (see section 2.5 of Chapter 2).

Human resource management practices include

recruitment and selection, performance management, remuneration, and training and
development (also see section 2.5.2 of Chapter 2).

6.1. The State of Fit of HRM Policies in the Indonesian Civil Service

This section considers vertical and horizontal fit of the HRM policies in the Indonesian civil
service. It firstly discusses HRM policies that support vertical and horizontal fit. It then
discusses HRM policies that do not support vertical and horizontal fit. It further discusses
different responses given by central agencies and line agencies about the vertical and
horizontal fit concept in the HRM policies.
HRM policies in the Indonesian civil service are centrally formulated by the central agencies
(see section 5.2 of Chapter 5) and line agencies are expected to implement them in accordance
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with their interpretation. As shown in Table 6.1, the findings reveal that the vertical and
horizontal fit concept is partly identified in the HRM policies.

Table 6.1 Summary of vertical and horizontal fit in HRM policies
Vertical
fit

Horizontal Fit

HRM
Policies
Recruitment
and selection
Performance
management
Remuneration

Recruitment
and selection
Unaligned Entry level
focus
Aligned
Unaligned

Training and
development

Unaligned Unaligned

Aligned

Aligned

Performance
management

Working
goals focus
Aligned
Unaligned

Remuneration

Performance
based focus
Unaligned

Training and
development

General and
uniform in
content

Source: Developed for this study

In relation to the performance management policy and the remuneration policy, for example,
Government Regulation 46/2011 regulates that performance management system must be
designed in accordance with line agencies’ goals and programs. This means that key
performance indicators (KPIs) in the employee performance assessment must be aligned with
the line agencies’ goals and objectives (also see Regulation-MABR 20/2010). In addition, the
line agencies must ensure that the employee performance assessment is utilised as the basis
for employee development and promotion purposes (Government Regulation 46/2011). In
relation to the remuneration policy, the implementation of performance allowance adheres to
the principle of ‘equal pay for equal work’ (Regulation-MABR 63/2011). This means that
remuneration depends on employee performance. Therefore, performance management and
remuneration policies are vertically and horizontally aligned.
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However, a contradiction among HRM policies is also found. For example, the recruitment
policy which focuses on the entry level seems to contradict the training policy which does not
focus on skills and knowledge improvement (see Government Regulation 101/2000; Effendi,
2011b; Synnerstrom, 2005). As suggested by Bayo-Moriones and Ortin-Angel (2006),
organisations which rely on entry level recruitment usually invest in training to support
employees’ capacity and improvement (also see section 6.2.4). Therefore, there is an
indication that the recruitment and training policies are not vertically and horizontally aligned.
Further, the notion that employee performance is utilised as the basis for promotion seems to
contradict to the promotion policy emphasising that an employee may only be promoted after
achieving a certain rank (see Government Regulation 100/2000). This means that promotion
does not only relate to the employee’s performance but also to seniority. Contradictions in
some HRM policies were also highlighted by Effendi (2000), one of the HRM policies
formulators in the Indonesian civil service. As will be later elaborated, the line agencies
studied apply this promotion policy differently; some line agencies still consider seniority for
their promotion system, while some only rely on the employee’s performance.

It is important to note that the line agencies indicated that HRM policies have been sufficient
in supporting them to align HRM practices with the needs of the line agencies. For example,
when the HRM Director in Agency A was asked whether the HRM policies support each
other, the response was:
I think the policies in the HRM reform program have been sufficient; the problem is
how line agencies operationalise them. For us, this is not new, we have continuously
synchronised HRM practices to meet our agency needs. Before HRM reform was
officially implemented, we had implemented these kinds of practices.

It is found that reformed agencies such as Agency A and Agency C perceive that HRM
policies have been sufficient in representing the best fit principles. The HRM Directors in
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Agency A and Agency C believe that it is more the commitment and the capability of the line
agencies to create creative ways to ensure the HRM practices support the line agencies’ goals.
Similarly, one of the Senior Managers at Agency C affirmed:
I think the (HRM) policies are fine; however, we need more than just a policy. We
need enlightenment from the MABR as how to strategically implement them. Line
agencies need it. The reality now is that they just simply produce policies without
providing enough assistance and advice on how to strategically implement them in
order to meet the line agencies’ needs. As a result, the line agencies see them more as
a liability rather than a driving force to achieve our goals.

The above response seems to clarify that the emphasis is not so much on producing more
policies for the agencies to follow as on providing continuous support and enlightenment for
the line agencies about the importance of creating synergies among HRM practices so that
line agencies are motivated to implement them and benefit from it. As will be discussed in the
next section, level of understanding of line agencies towards of HRM policies varies and this
influences the way the policies are implemented.

By contrast, central agencies had a different insight about the HRM policies. Given that HRM
policies are their products, it is surprising to find that the central agencies themselves question
the inter-linkage of HRM policies. This may be because there are three agencies mandated to
manage HRM in the Indonesian civil service (the MABR, the NCSA and the NIPA). This
sometimes leads to a situation where HRM policies are either contradicting or overlapping.
For example, because the MABR is mandated to formulate HRM policies and the NCSA is
responsible for preparing guidelines related to the policies, the study found that both the
MABR and the NCSA issue the same regulation on job analysis guidelines (RegulationMABR 33/2011; Regulation-NCSA 12/2011). In this job analysis case, regulation issued by
the NCSA is ahead of the MABR regulation. In relation to the unaligned HRM policies
issues, The Assistant Deputy 2 at the MABR expressed:
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If we talk about reward and punishment; what is the reward if an employee performs
well? Nothing! Further, there is also no relation between training and development
and employee performance. If we look at Government Regulation 101/2000 about
training, there is no clause about performance management. So, these things are
disconnected.

The Senior Manager at the NCSA also said:
When we talk about alignment, I think they (policies and guidelines) are not yet
aligned. There are many guidelines that we have not established, but these are more
decentralised to the agencies. So, yes, line agencies have developed their own
guidelines.
It is surprising to find that both central agencies and line agencies opine differently. While the
central agencies, mandated to formulate HRM policies and guidelines, are likely to be
ignorant of the existence of the best fit concept in the HRM policies and guidelines, line
agencies (Agency A and Agency C), on the other hand, believe that the HRM policies have
probably accommodated the best fit concept. This may relate to the fact that both Agency A
and Agency C have been familiar with the best fit concept prior to the launch of HRM reform.
As found by Al-Arkoubi and McCourt (2004) in their study, despite the absence of strategic
integration in the Moroccan civil service, there is awareness of strategic integration by the
more able line agencies. This seems to support the fact that Agency C started its reform in
2002 and the central agencies, in this case the MABR, adopt Agency’s C HRM reform system
as a guideline for the overall national HRM reform programs. What the line agencies need
and seem to lack is support from the central agencies on how to effectively implement the
policies at the line agency level. The line agencies still perceive that the central agencies keep
producing regulations without providing support and assistance to help strategically
implement them. This is similar to a study performed by McCourt and Ramgutty-Wong
(2003) who found that the Mauritius civil service was ‘addicted to rules and regulations,
(having) no sense of direction (and) not fully aware of the vision for the country’ (p. 607). In
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other words, the line agencies expect more practical advice and support from the central
agencies to enable them to implement the policies effectively and efficiently.

Given that HRM policies are only to provide guidelines, it is apparent that line agencies play
an important role to ensure the implementation of the HRM policies link together to meet
their needs. However, considering that line agencies are not involved in the HRM policies
making process, it is challenging for them to understand the message of the HRM policies.
This seems to support Tompkins’ (2002) argument that one of the challenges faced by the
civil service in aligning HRM policies and practices with the line agencies’ goals is that the
line agencies should interpret the mandate set externally without their involvement. In other
words, centralised HRM policy-making and centralised strategic planning process have
caused difficulty for the line agencies in their attempt to interpret and to implement them.

To summarise, vertical and horizontal fit is identified in HRM policies introduced in the
HRM reform. Vertical fit is identified in the performance management policy and the
remuneration policy. Horizontal fit is also identified such as between the remuneration policy
and the performance policy and between the recruitment policy and remuneration policy.
However, a contradiction among HRM policies is also found such between the recruitment
policy and the training policy and between the promotion policy and the performance
management policy.

6.2 The State of Fit of HRM Practices in the Indonesian Civil Service

This section presents findings in relation to the state of fit of HRM practices implemented by
the line agencies. As shown in Table 6.2, vertical and horizontal fit of HRM practices
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including recruitment and selection, performance management, remuneration, and training
and development, is partly practised by the line agencies.
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Lack of alignment with
remuneration, training and
promotion

Employees’ performance
aligns with remuneration,
technical training, and
promotion

Performance based
remuneration increases
employees’ motivation to
achieve their working target.
Remuneration aligns with
employees’ performance

Horizontal

Vertical

Technical training is linked to
the organisational goals

Technical training aligns with
promotion and performance
improvement

Vertical

Horizontal

Source: Developed for this study

Training and
Development

Remuneration

Horizontal

Uniform indicators for all
levels and lack of alignment
with the organisational goals

KPIs of each employee are
cascaded from the
organisational goals

Vertical

Performance
Management

Horizontal

Lack of alignment with
employees’ performance and
promotion.
Lack of alignment with skills
and knowledge needed by the
agencies
Lack of alignment with
promotion and performance
improvement

Rank based remuneration
demotivates employees to
achieve their working target.

Lack of alignment between
entry level recruitment and
technical training programs

Entry level recruitment aligns
with technical training
programs

Vertical

Recruitment
and Selection

Agency B
(not yet granted status as a
reformed agency)
Lack of alignment with the
organisation’s need due to the
absence of job analysis and
workload analysis

Agency A
(granted status as a
reformed agency)
Recruitment planning aligns
with the organisation’s need

Evidence of
alignment

HRM practices

Table 6. 2 Summary of vertical and horizontal fit in HRM practices

Technical training aligns with
promotion and performance
improvement

Technical training is linked to
the organisational goals

Performance based
remuneration increases
employees’ motivation to
achieve their working target
Remuneration aligns with
employees’ performance

Employees’ performance
aligns with remuneration,
technical training, and
promotion

KPIs of each employee are
cascaded from the
organisational goals

Entry level recruitment aligns
with technical training
programs

Agency C
(granted status as a
reformed agency)
Recruitment planning aligns
with the organisation’s need
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Technical training aligns with
promotion and performance
improvement

Technical training is linked to
the organisational goals

Performance based
remuneration increases
employees’ motivation to
achieve their working target
Remuneration aligns with
employees’ performance

Employees’ performance
aligns with remuneration,
technical training, and
promotion

KPIs of each employee are
cascaded from the
organisational goals

Entry level recruitment aligns
with technical training
programs

Agency D
(not yet granted status as a
reformed agency)
Lack of alignment with the
organisation’s need due to the
absence of job analysis and
workload analysis.

6.2.1 Recruitment and Selection

This section discusses vertical and horizontal fit of the recruitment and selection practice
flowing from recruitment planning, recruitment process to selection process in the studied line
agencies as discussed in section 5.4.1 of Chapter 5.

Recruitment Planning

Prior to the recruitment process, line agencies should establish a

two to five-year staffing plan by considering factors such as the retired staff, the rotated staff,
the resigned staff, the deceased staff as well as changes in organisational structure
(Regulation-NCSA 19/2011). In addition, line agencies should also perform job analysis and
workload analysis to rationalise their recruitment planning. Overall, the recruitment planning
system built in the Indonesian civil service, called formasi, unlikely aligns with the line
agencies’ strategic planning. First, it is the central agencies (the MABR) that make the final
decision, based on the availability of government budget, about how many people should be
allocated to the line agencies (see section 5.4.1 of Chapter 5). In this case, whether or not the
allocated numbers determined by the MABR will fulfil the need of the line agencies is
unlikely to be considered as an issue. As stated the Senior Manager at the NCSA:
Line agencies are to propose the numbers of staff they need. It is us (the NCSA and the
MABR) which then decide how many will be allocated to them after budget
consultation with the MoF.

This contradicts the recruitment planning framework established by McCourt and Eldridge
(2003) highlighting that the starting point of recruitment planning must be the strategic goals
and objectives of the organisation which are then compared with the availability of the
budget. Based on the framework, the line agencies should first understand the available
budget before preparing the recruitment plan so that the line agencies can prioritise the areas
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in most need of an additional workforce. To some point, it is apparent that the line agencies
are performing recruitment planning activity for administrative purpose only. This is also
supported by Bahaji (2004) who studied a recruitment planning system in the Indonesian civil
service and concluded that the greatest determinant factor in establishing a recruitment plan is
the capability of the government budget. This reinforces the notion that recruitment planning
activity is more an administrative rather than a strategic activity.

Secondly, recruitment planning is commonly calculated on the basis of replacing the retired
staff, the promoted staff, the deceased staff and the rotated staff (Regulation-NCSA 19/2011).
It is rare that recruitment planning is based on the needs of the line agencies to achieve their
goals. To add to the complexity, there is already a formula for calculation of a recruitment
plan. For example, in one directorate general (echelon 1), it has been determined that an
echelon 1 should have 3 directors at echelon 2, each director should have 3 senior managers at
echelon 3, each senior manager should have 3 supervisors at echelon 4, and each supervisors
should have 4 to 6 staff. This determination is made regardless of the goals and objectives of
the working unit and whether such structured positions are needed by the working units – it
assumed all agencies should adopt this structure. The Deputy Assistant 2 at the MABR also
addressed the flaw of the recruitment planning system by saying:
It is kind of strange what we are practising in our recruitment planning system at the
moment; we firstly design the empty boxes of organisation structure to be filled by line
agencies. We are more concerned with how many boxes should be filled rather than
what is needed in the boxes, what expertise is needed and how these boxes support the
goals of the agencies. As a result, we tend to fill all the boxes without considering the
real contribution of the boxes to the agencies’ goals.
As underlined by McLeod (2008a), “there was no reason why we would expect the staffing
needs of, say, the Department of Public Works to match those of the Department of Education
(pp. 215)”. This leads McLeod (2006) to a conclusion that the recruitment planning system in
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the Indonesian civil service is more like a mechanically designed formula than being designed
by reference to the volume of work required to be carried out. As a result, recruitment
planning remains an administrative document and the recruitment of new staff is more an
annual program rather than the filling of the skills’ gaps to achieve the line agencies’ goals
and objectives. Such practice is contradictory to the main objective of recruitment planning
which should be linked to the strategic goals and objectives of the organisation to ensure that
the organisation is able to have the number and type of employees needed for the future (De
Cieri & Kramar, 2008; Stewart & Brown, 2008).

In addition, job analysis and workload analysis used to rationalise recruitment planning is also
unlikely to align with the line agency goals as these activities are largely based on the existing
organisational structure rather than on the actual need of the line agencies. This causes line
agencies to reluctantly restructure and redesign the current structure to address the
overstaffing issues of almost all line agencies. There is a tendency for line agencies to keep
the existing structure although it may not be effective. It is sometimes found that one working
unit within the line agencies does not have a direct link to the organisational goals and
objectives, and therefore could have been omitted. The Deputy Assistant at the National
Bureaucratic Reform Team exposed:
It is often found that some working units in line agencies do not have any correlation
with the line agencies’ mandates. However, the line agencies seem reluctant to review
and redesign the existing structure to synchronise with the organisation’s mandate.
They will be very unhappy if we propose to omit the working units with goals that do
not link to the line agencies’ mandates. Restructuring and redesign is in fact
imperative for efficiency purposes. Otherwise, recruitment planning will not likely be
useful.

In practice, there are variations in the execution of recruitment planning in the four line
agencies studied. The alignment of recruitment planning and the line agencies’ strategic
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planning can be seen in line agencies which have been granted status as reformed agencies
(that is in Agency A and Agency C). Agency A, for example, firstly identifies its five-year
strategic plan as the basis for recruitment planning. From the strategic plan they can
determine what skills they need and how many people they need to achieve the line agency
goals. As part of its strategic planning for the years 2010 to 2014, Agency A expanded its
offices from 25 to 33 to cover all provinces in Indonesia. Recruitment planning for this
expansion, including skills and knowledge needed for the new offices, was calculated. As
Agency A’s mandate had changed from being an external audit agency to being an internal
audit agency, its recruitment plan for administrative positions was also reduced. However,
functional positions increased to ensure an optimum service to other agencies could be
delivered. The Senior Manager 1 in Agency A explained:
We synchronise the vision, mission and the role of agency with the job analysis and
work load analysis as a basis for recruitment planning. We train all working units to
do job analysis, we evaluate the job analysis result and we double check if there is
something needed to be clarified. That is how we conduct job analysis to ensure our
recruitment planning aligns with the need of the agency.

The alignment between recruitment planning and the strategic plan can also be seen in
Agency C. Being one of the pilot projects in the bureaucratic reform, Agency C is an HRM
role model for other line agencies. Agency C established technical guidelines to ensure their
recruitment planning is in line with the vision and mission of the organisation (see
Regulation-Agency C 472/KMK.01/2004). Recruitment planning is based on a workload
analysis and a workforce analysis of every working unit within Agency C (RegulationAgency C 185/KMK.01/2012). In addition, every working unit also performs a job analysis to
identify the total number employees and skills or qualifications needed in accordance with the
agency C’s strategic plan. This finding seems to support the World Bank’s (2013) report
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indicating that recruitment activities in Agency C have been improved to ensure that recruits
are adequately qualified and in accord with the agency’s needs.

Agency B and Agency D, which are still undergoing the process to become reformed
agencies, showed little evidence that their recruitment plans reflected the need of the agencies.
There was no systematic system to calculate recruitment needs. The absence of a job analysis
and a workload analysis has left questions about the extent to which recruitment planning
aligns with the needs of the agency. When the study was undertaken in between March and
May 2013, Agency B and Agency D were still undertaking job analysis and workload
analysis (The Road map Document of Agency B, 2012; Bureaucratic Reform Document of
Agency D, 2013). The Senior Manager 2 in Agency B used the excuse that the HRM
department did not provide sufficient guidelines to the working units about how job analysis
and workload analysis should be conducted. The Senior Manager 2 complained:
The HRM department should have established a Ministerial Decree on job analysis
and workload analysis so that we have guidelines to prepare recruitment planning.
What we are experiencing now is that guidelines provided by the HRM Department
keep changing.

Job analysis and workload analysis also seems to be a formality in Agency D. Despite the
overstaffing issues dominating the Indonesian civil service (“Ministry Pushes”, 2009; Prasojo,
2012c), a job analysis and a workload analysis surprisingly resulted in staff shortage in almost
all working units in Agency D as disclosed by the Director 1 in Agency D:
When working units performed job analysis, the result was indeed surprising; instead
of focusing on the core business of the unit and matching it with the job characteristics
needed, the units kept all the existing jobs and even added in additional jobs and still
ended up with staff shortage at almost all units. When we collected all the job analysis
results, we ended up with shortage of 3,000 staff.
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Discrepancies also occur between recruitment planning and the recruitment result. There were
cases where working units in Agency B and Agency D did not get the new employees
proposed in the recruitment plan. The Line Director 1 in Agency B explained:
It is often we get new employees different from what we request.
Similarly, one of the working units in Agency D had been given bachelor degree graduates
instead of the vocational school graduates they had previously proposed. This has created
problems in the working unit. The working unit could not assign the new employees to the
vacant positions because their qualifications were too high for the positions. The Line
Director 2 in Agency D said:
I am not really sure and sometimes do not understand how the HRM department in
this agency decides who they will recruit. Based on our job analysis, we actually
request technical vocational school graduates to fill the vacant posts. However, the
HRM department provides us with bachelor degree graduates. We cannot assign them
this work and they become an obstacle rather than a benefit for our unit.

As will be discussed further, this may relate to the centralised recruitment system embraced
by the Indonesian civil service which requires complex procedures to propose a recruitment
plan. To illustrate, the recruitment plan should be submitted by working units to the HRM
Division of the working units. The HRM Division then submits the recruitment plan to the
HRM department (Badan Kepegawaian Daerah). The HRM department then pools all
requests from each working unit and sends all requests to the NCSA and the MABR. The
request is then analysed by the MABR who asks advice from the MoF about budget
availability (also see section 5.4.1 of Chapter 5). The MABR then determines the number to
be recruited. During this long process, there may be some adjustments in numbers and
qualifications by the MABR that impacts on the distribution of new employees to the working
units within line agencies. Turner et al. (2009), who studied HRM in the nine Indonesia’s
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local governments, also found a similar situation where the local governments often acquire
new employees who have different characteristics from those originally proposed.

To summarise, there are some possible reasons for these contradictory findings. To some
extent, the recruitment planning policy has caused line agencies to focus more on the
recruitment planning formula rather than on other important issues such as line agencies’
goals or overstaffing issues. Secondly, the level of knowledge of line agencies of
contemporary HRM may vary and cause different interpretations of the recruitment planning
policy. There is an indication that line agencies which have been granted status as reformed
agencies make an effort to align recruitment plans with their goals.

Recruitment Process

According to Government Regulation 78/2013, the recruitment

process is nationally conducted by the central agencies to ensure transparency, objectivity,
accountability and freedom from corruption, collusion and nepotism. What differentiates the
old recruitment system from this new system is that the old recruitment system was conducted
by the line agencies (see Government Regulation 98/2000; Government Regulation 11/2002)
subject to the central agencies’ approval (the MABR). As recruitment is done centrally, the
MABR commonly pools all the recruitment requests from line agencies and determine a
national examination schedule for all applicants. How this centralised recruitment system can
meet the line agencies’ time frames is questioned because it is unlikely that the needs of line
agencies can be met at the right time. In addition, the recruitment process may take two to
five months; it is a time consuming process and highly expensive process. The long process is
not due to the assessment of the suitability of applicants for the line agencies; rather, the
recruitment process is a result of the centralised recruitment system which requires long
administrative procedures. This seems to contradict a study performed by Samnani and Singh
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(2013) in a service-based industry in the United States. Samnani and Singh indicated that the
time consuming recruitment process in that organisation was required to assess the fit
between the applicants and the organisation’s strategy. They found that this recruitment
activity aligned with the business strategy of differentiation adopted by the organisation.

According to Government Regulation 98/2000, recruitment in the Indonesian civil service
aims to fill vacant positions due to resignation, death, staff rotation and expansion of
organisations. This regulation implicitly indicates that the recruitment activity only aims to
replace employees when there are vacancies because of the above reasons; there is little
relationship with the line agencies goals. When posting job advertisements, line agencies
rarely provide any information about the jobs or skills required for the jobs except education
qualification, field of study and age. For example, a 2013 vacancy notice advertised in
Agency B’s website only informed education qualification, field of study and age needed for
the vacant posts (see Appendix 4). This seems to contradict recruitment as an opportunity for
an organisation to reveal all the information about the job offered in order to satisfy the
potential candidates (Storey, 2001). As Nankervis, et al. (2008) believe, recruitment is the
process of locating and encouraging potential applicants to apply for job openings. This may
relate to the fact that the Indonesian civil service only focuses on entry level staff for whom
the criteria is mainly academic credentials rather than skills and experiences as also practised
in some OECD countries (see OECD, 2004). This may also relate to the fact that recruitment
planning is not so much based on the organisations’ need but on a fixed formula. As a result,
line agencies find it difficult to provide job descriptions for positions they are offering. Again,
how this entry level recruitment satisfies the needs of line agencies is questioned in the midst
of overstaffing issues at the lower level. One of the senior managers in Agency C expressed
the view:
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Our bureaucratic structure is too big; we need to revisit our recruitment system.

Although the senior manager did not explicitly say that focusing on entry level staff was one
of the causes of overstaffing in the Indonesian civil service, the reality currently faced by the
Indonesian civil service indicates that recruiting new employees without providing job
descriptions potentially leads to overstaffing. This is in line with McLeod’s (2006) study
which reveals that focusing on entry level positions has caused overstaffing in the lower level
of the Indonesian civil service. During data collection between March and May 2013 for this
present study, Agency C also revealed that the entry level recruitment system has caused staff
surplus in an entry level position (rank III). Similarly, Tjiptoherjanto (2014) also identified
the majority of civil servants in the Indonesian civil service is occupying rank III positions.

As well as focusing on entry level recruitment, the Indonesian civil service focuses on internal
promotion for senior posts. As also highlighted in the OECD report, OECD countries
embracing a career-based system commonly hire civil servants at the very beginning of their
career and they are expected to remain in the public service more or less throughout their
working lives (OECD, 2004). Capelli and Crocker-Hefter (1996) found that organisations
choosing to recruit new entrants and to fill vacancies internally are more inclined to rely on
organisation-specific capabilities developed internally. In other words, entry level recruitment
followed by internal promotion is usually associated with high investment in training to
ensure internal employees are capable of taking on more senior positions (Bayo-Moriones &
Ortin-Angel, 2006). In reality, training and development activities in the Indonesian civil
service (centrally managed by the NIPA for both pre-service and in-service training) has been
criticised for not being aligned with the needs of the line agencies. As will be further
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discussed in training and development section, the training curriculum focuses heavily on
ethical code of conduct of the civil service and is little related to improving the skills of the
civil servants. Therefore, there is little evidence that entry level recruitment is horizontally
aligned with training and development. However, the reformed line agencies such as Agency
A and Agency C, show an attempt to equip the new entrants with skills and knowledge
needed by providing them extensive technical training programs in accordance with the jobs
to which they are assigned.

In terms of being recruited in the Indonesian civil service, competition is significant. For
example, in 2013 approximately 1.6 million applicants applied for government jobs and the
number of vacant positions was only less than 5 percent of the total applicants (Pikiran
Rakyat, 2013) and all applicants should at least achieve a minimum educational qualification
grade. Agency A and Agency C, for example, prioritise new employees who have graduated
from the State College of Accountancy (Sekolah Tinggi Akuntasi Negara) which is an
institution founded by Agency C. Graduates from this institution are known to be highly
qualified as this institution is one of the most selective higher education institutions in
Indonesia. It only receives 1.5 % of the total applications each year. Graduates from this
institution usually do not undergo any selection procedure when joining Agency A or Agency
C. Stiff competition, however, seems not to be aligned with the remuneration offered to the
civil servants which is considered to be uncompetitive and unattractive compared to private
sector remuneration (Tjitoherjanto, 2014). The Senior Manager 3 in Agency C disclosed
many of them finally resigned and joined private service organisations which offered better
remuneration package. In line with this, one of the director generals in Agency C recently said
that many of their best employees resigned and moved to the private sector because of the
unattractive remuneration system (Jefriando, 2015). Of the four line agencies studied, only
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Agency C offers competitive remuneration (specifically in one of its work units) for entry
level staff which is more than the private sector offers, its remuneration system still cannot
retain its best employees.

While recruitment activity mainly focuses on entry level staff, recruiting echelon 1 positions
(the highest structural position in the government agencies) is allowed subject to the
President’s approval (see Government Regulation 9/2003). This position is limited only to
civil servants from other line agencies. In other words, this recruitment activity cannot attract
candidates from outside the civil service; candidates cannot come from the private sector or
state-owned enterprises. Interestingly, this present study revealed that Agency B recruited
echelon 2 positions (directors) from outside the agency. Such a practice is not regulated under
any laws. Of the four line agencies studied, it seems that only Agency B operates this way.
These positions are not publicly announced, and recruitment and selection procedure are
unclear. This usually happens when a new minister is assigned in this agency because there is
a tendency for the new minister to bring along ‘his or her team’ as echelon 1 (director
generals) and echelon 2 (directors). For echelon 1, a series of assessments is conducted by a
specific team before the candidates are proposed to the President. However, this process does
not occur for director positions (echelon 2); they are simply appointed by the Minister. This
may be either for political or professional reasons. Politically, ministers may be inclined to
recruit their colleagues so that their programs can be smoothly run. Professionally, the
minister may have the perception that bureaucrats are unlikely to work professionally. The
director general in Agency B said:
Echelon 1 and echelon 2 are political positions in this agency.
The Senior Manager 1 in agency B assumed that the Minister’s decision to bring his team is
only to satisfy the minister’s interests and said:
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In my opinion, the phenomenon of bringing in people from outside this agency to be
assigned as senior officials is more likely to follow the ‘taste’ of the most senior leader
(the Minister). We are in the process of finalising assessment criteria for director
positions (echelon 2). I expect that there will be a more transparent process and
criteria for promoting someone in director positions.

There is also a tendency that when the Minister is replaced, most of the previously appointed
directors are also replaced by the next appointed minister. In some circumstances, they can
also be permanently stayed. This practice somehow hinders the working unit in achieving its
goals because their recruitment is not based on competency (as there is no proper assessment
in place); they are often recruited because they are colleagues of the minister.

This practice also causes problems in the internal agency itself. The Senior Manager 2 in
Agency B said that appointing individuals from outside without an open recruitment system
has demotivated qualified employees in Agency B. The Senior Manager 2 expressed the view:
This agency is very political-minded when it comes to appointing people in certain
positions. Bringing other people on board without any clear procedures definitely
demotivates the highly qualified employees in this agency. In the end, potentially good
employees become apathetic.

The Senior Manager 1 in agency B also added that the absence of an appointment process for
directors’ positions in Agency B may also be another reason for this. Of the four line agencies
studied, Agency A, Agency C and Agency D have transparently conducted ‘open bidding’ for
all structural positions and therefore structural positions, especially echelon 4, echelon 3, and
echelon 2 are internally filled through a competitive process. This indicates that there is
alignment between recruitment, employee performance and internal promotion found in those
three line agencies.
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To date, as regulated in the new civil service law 5/2014, the recruitment process for high
level officials in all line agencies (echelon 1 and echelon 2) is nationally announced and the
selection process is transparently conducted (also see Regulation-MABR 13/2014; MABR,
2014b). In addition, the Civil Service Commission may cancel high level officials’
appointments if their recruitment process was not transparently conducted as recently
happened in two local governments (MABR, 2015).

Selection Process

According to Government Regulation 78/2013, line agencies may

conduct skill aptitude tests (tes kemampuan bidang) and other selection tools prior to
determining the successful candidates to be employed. The study revealed that the selection
processes of the studied line agencies varied. Given that the selection process is the critical
first step toward a productive workforce and a medium to identify potential candidates with
the right set of knowledge, skills, and abilities for each position (Liu et al., 2007), Agency A
and Agency C also conduct an interview in addition to the skill aptitude test. In Agency C, the
interviewers are carefully selected, formally trained, and are gathered from different working
units within the agency. This is to ensure that the potential candidates fits with the
organisation’s needs as an interview is a medium to directly communicate with the candidates
to determine their strengths and weaknesses and so that they can be assigned to a position
based on their expertise. The selection process, however, is not utilised by Agency B when
selecting potential candidates. Rather, Agency B only relies on the skill aptitude test and
makes decisions based only on the test result. This seems to suggest that the selection process
in line agencies depends on the HRM department’s understanding of the importance of human
resources in contributing to the organisation success. The Senior Manager 3 in Agency C
explained:
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We are still in the early stage of the recruitment and selection process, but we
understand how critical this selection process is to ensure we get the right person on
the right place. Since the recruitment process is centrally performed, we try to ensure
the selected candidates suit our organisational needs. The selection process is
carefully prepared; we also conduct other tests such as psychological tests (psikotes)
to look at the competence of the candidates. The successful candidates will undergo an
interview performed by the trained interviewers’ team representing all the working
units. Lastly, we conduct a fitness test coordinated by one of the working units.
As corruption, collusion and nepotism practices in the recruitment and selection system have
been considered the root cause of civil servant inefficiency, the MABR plans to abolish the
selection process in the line agencies (Aditiasari, 2015). The Minister of MABR considers the
selection process of the line agencies creates money politics and collusion which can lead to
situations where qualified candidates holding the highest rank at the national examination are
not chosen. As also found by Poocharoen and Brillanes (2013) in the Thailand civil service,
buying and selling civil service posts commonly occurred during the selection process at
some agencies. While the strategic HRM concept strongly suggests HRM devolvement, the
Indonesian civil service, is inclined to centralise its HRM practices because of corruption,
collusion and nepotism.

Conclusion

Entry level recruitment does not seem to align with the line agencies’ goals

given that pre-service training and in-service training, specifically training for promotion, do
not align with line agencies’ needs. However, the reformed line agencies show an attempt to
equip the new entrants with skills and knowledge needed by providing them extensive
technical training programs in accordance with the jobs to which they are assigned. Therefore,
there is an indication that vertical and horizontal fit is practised in the reformed line agencies.
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6.2.2 Performance Management

This section discusses vertical and horizontal fit of the performance management practices
flowing from performance planning to performance evaluation in the studied line agencies as
discussed in section 5.4.2 of Chapter 5.

Performance Planning

The Indonesian civil service introduced a new employee

performance measurement focused on sasaran kerja pegawai (working performance goals)
and perilaku kerja (working attitude) (Government Regulation 46/2011) to replace the old
performance measurement (see section 5.4.2 of Chapter 5). Based on this regulation, working
performance goals should be based on the agencies’ annual working plan on which both
employees and their superiors agree. The policy is general and broad in content and only
provides administrative guidance on the operational details. In the implementation stage, line
agencies are given authority to develop a performance management system that is workable
for them. The study found that line agencies rely on different stages and utilise different tools
and methods to carry out this activity. When the data was collected between March and May
2013, all line agencies were still utilising the old performance assessment system – the DP3.
It may be because the new performance management policy was not effectively implemented
until January 2014. However, Agency A and Agency C, both granted status as reformed
agencies, had implemented additional performance appraisal tool utilising the concept of
KPIs, kontrak kinerja (performance agreement) and sasaran kerja pegawai - SKP (the
employee’s working goals) in addition to DP3.

Agency C, for example, utilises the concept of KPIs and performance agreement in managing
the employee performance and uses the 360 degree and the Balance Scorecard as its
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instruments. To reinforce the new performance management policy, Agency C established the
ministerial decree as an additional guideline on the operationalisation details of performance
management. This indicates strong support from the Minister for the implementation of the
new performance management. As one of the pilot projects in the bureaucratic reform,
Agency C has been considered successful and became a role model in implementing
employee performance management. In operationalising this activity, each individual,
together with their supervisor, sets KPIs at the beginning of the year. The KPIs are cascaded
from the working unit’s goals. Likewise, working units’ goals are cascaded from the
Agency’s goals. As explained by the HRM Director in Agency C:
All 62,000 employees in this organisation have had what we call KPIs and they have
signed a contract agreement with their superior as a form of their commitment to
achieve what has been set out. All set KPIs reflect our organisation goals. The
measurement tools have been in place and we experience that employees are highly
motivated to achieve their goals as this will directly impact on their performance
allowance. All of these processes have also been regulated under the Ministerial
Decree to show our commitment in implementing it.

This indicates that employee performance is vertically aligned with Agency C’s goals. This
evidence also supports Poister’s (2010) and Clark’s (1998) proposition that performance goals
or objectives should flow from organisational goals.

Likewise, the cascading process from the organisational goals to employees’ KPIs was also
practised in Agency A. All working units develop working programs called Program Kerja
Pengawasan dan Pembinaan Tahunan (literally: Annual Supervision and Development
Working Program) based on the agency strategic plans. The KPIs of each employee are then
cascaded from the working program and the KPIs set at the beginning of the year by the
employee and the supervisor. The assessment tool to measure the KPIs is discussed to ensure
fairness and transparency. In addition, Agency A also develops operational guidelines within
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the agency to ensure consistency in all working units (see Regulation-PER-764/K/SU/2010).
The process of performance management in Agency A indicates that KPIs of all employees
are designed to achieve the agency’s goals. The Senior Manager 1 in Agency A expressed the
view:
Our KPIs are developed in accordance with the organisation vision and mission
created in the strategic planning. All working programs at the working units are
cascaded from the organisational goals and KPIs for each employee are based on the
working programs in their working unit. This is to ensure our organisational targets
are achieved.

Meanwhile, Agency B, which has not been granted status as a reformed agency, still utilised
the DP3 as its main instrument. Agency B argued that the new Government Regulation
46/2011 on performance management would only be effective in January 2014 and they were
preparing for it. As discussed previously in section 5.4.2 of Chapter 5, the DP3 does not have
any alignment with the organisational goals or employee performance, and the indicators are
the same for all employees. It has also been long known as dokumen pura-pura (literally: fake
document) (Yuwono, 2009) as it was only used as a prerequisite for promotion instead of for
assessment of the employees’ work performance. Such a system hardly contributes to the
achievement of the organisational goals. As highlighted by Fryer, et al. (2009), one of the key
features of a successful performance management system is that the performance management
system should be aligned with organisational goals. The Senior Manager 3 in Agency B
disclosed that the HRM department did not seem capable of providing clear guidelines to the
working units. During the interview with the Senior Manager 1 in Agency B, it was found that
the implementation of a new performance management system was actually planned for 2012
as stated in its bureaucratic reform road map. In reality, the old system (the DP3) was still the
only tool used for performance assessment. The HRM Director in Agency B also confirmed
that the new performance management system could not be implemented yet because
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competence assessment of all employees had not been done. One of its working units has
actually established the new working performance system; however, they could not
implement it because the initiative should firstly come from the HRM department. The Senior
Manager 3 in Agency B complained:
We have developed the individual performance instrument in this unit. We are
working with a consultant to prepare it and we have proposed this new system to the
HRM department. In many cases, we initiate many HRM-related matters ahead of the
HRM department. Logically, they should advise us what to do but it has been the other
way around. They should have established the Ministerial Decree to reinforce this
(performance management) policy and it did not happen.

Agency D, which also has not been granted status as a reformed agency, also utilised the DP3
as its main instrument. However, Agency D moved ahead of Agency B. Although the new
performance management system has not been implemented, in addition to the DP3 they have
created monthly performance agreement for each employee which should be agreed to by
both employees and their supervisors. The performance agreement of each employee was
cascaded from the working unit programs. There seems to be an indication that there is a
vertical fit between the working unit goals and the employee’s working goals. This may relate
to the fact that Agency D has internally initiated reform since 2008 under the Governor
Decree 43/2008.

Performance Appraisal

As part of the performance management processes,

Agency A, Agency C and Agency D undertook performance appraisal and the results were
utilised used to make decisions about other HRM practices. Agency A, for example,
conducted performance appraisal at the end of the year based on three criteria: output,
punctuality and quality. The result was used as a basis for promotion even though the
promotion policy in the Indonesian civil service regulates that the first consideration for
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promotion is staff rank (see section 5.4.3 of Chapter 5). As expressed by the Senior Manager
2 in Agency A:
Promotion in this agency is not based on seniority anymore, but based on skills,
knowledge and attitude.

For promotion purpose, Agency A pools its qualified employees based on their working
performance and conducts a series of tests transparently to choose the individual to be
promoted. The line director 1 in Agency A confirmed:
The employee working performance result closely relates to promotion; the
performance result will determine whether or not an employee deserves to be
promoted. We believe that by using the employee performance results for promotion
we will be able to avoid ‘like’ or ‘dislike’ factors in the decision. In addition, we also
use the performance appraisal result for training identification in addition to the
employee’s day-to-day working performance.

In addition, the performance appraisal result is also aligned with the grading level of the
employee and the employee’s remuneration. Further, the employees’ work performance result
is also used to identify training needs for employee development purposes (also see section
6.2.4). Thus, there is an indication that horizontal fit between performance management,
promotion, remuneration and training is practised in Agency A.

Agency C, another example, also did performance appraisal at the end of the year utilising
360 degree performance appraisal. The employee performance results are discussed and used
to determine the grading level for the employee in the following year. In addition, as part of
the performance management cycle, Agency C also reviewed its employees’ performance
progress every six months to understand what issues were faced by the employees and to
make the necessary improvement for the next semester. In relation to day-to-day discipline,
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the employees’ attendance affects the size of the performance allowance they will receive
each month. For example, lateness, going home early, or absence from work, will reduce their
performance allowance. This has been effective in improving the attendance of civil servants
which has been significantly low in the past. In relation to promotion as well as training and
development, the performance results of all employees are ranked and the highest three are
included in the talent pool. The employees who are eligible to be promoted are only those
included in the talent pool. In addition, employee performance is also used to identify the
underperformers for training purposes and trainings have become one of the components in
employee performance assessment. For example, an employee should undergo 45 hours of
training within a year and training programs are made available online for employees. This is
another way to encourage employees to understand the training needed in their job. Thus,
there is an indication that vertical and horizontal fit is practised in Agency C. A focus group
discussion in one of the working units and the line Director 1 in Agency C, expressed a
similar view:
Employees are assessed to identify high achievers and a talent pool is established to
pool the high achievers for promotion purposes. It is also to motivate employees to
perform at their best. In addition, training programs are also established to develop
the underperformers. As we know our civil service system does not regulate for a
layoff policy for underperformers.

In Agency D, performance assessment was conducted monthly. As discussed previously,
Agency D has created monthly performance agreement for each employee and the result is
linked with the TKD - Region Performance Allowance (also see 4.5.3 of Chapter 4). For
example, staff and supervisors agree on five goals for the staff to achieve. At the end of the
month, the performance agreement is assessed in combination with assessment of the
attendance of the staff. The former HRM Director, who is now assigned as the Director 2 in
Agency D, said that this has significantly changed the way employees performed and had

162

significantly improved the attendance of the employees. Attendance had been one of the
biggest problems in Agency D. The Director 2 excitedly explained:
For me, being able to make people sit at their desk at 7.30 instead of 9.30 or even 10
a.m. is an immense achievement and this is a real achievement that we can see from
implementing the TKD and linking it to the attendance rate. In addition, we also link
the TKD with the monthly performance agreement. For example, if an employee
should achieve 10 goals, but then they only achieve 8, their TKD will be reduced. I
realise that the implementation is still not perfect and that sometimes produces
problems concerning the supervisors’ objectivity, but I think this is a significant
breakthrough in the history of the civil service.

In terms of linking employee performance with promotion, Agency D also promotes
competence-based promotion. The Vice Governor of Agency D indicated that subjectivity and
favouritism and nepotism had been the root problems in the promotion system. The system
had ignored the capacity and competence of the employee being promoted. To avoid this,
Agency D implements ‘open bidding’ promotion to ensure that the selected candidate is
chosen according to their competence. This also attracts superior performers within Agency D
as all candidates will undergo a series of assessments to ensure the selected candidates suit the
position being offered.

In Agency B, by contrast, no performance review is conducted. As mentioned previously,
Agency B has not been granted status as a reformed agency and the new performance system
has not been put in place. Supervisors simply consider the performance appraisal as a ‘tick
and flick’ exercise (see Shield, 2007, p. 5). The absence of a performance review between the
employee and the supervisor indicated that the DP3 was only considered one of the annual
routines. This supports the UNDP’s analysis that describes DP3 as “no appraisal interview, no
discussion of individuals’ aims and ambitions, and no development plan” (UNDP, 1991 cited
in Rohdewohld 1995, p. 105). As also opined by the HRM Director in Agency A:
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Yeah, everybody knows that the DP3 is just for formality, that is why we use other
tools, in addition to the DP3, to measure the employees’ performance.

Therefore, how the DP3 contributes to the achievement of the organisational goals and how
the DP3 motivates employees to perform well in Agency B was questioned. As pointed out by
Poocharoen and Lee (2013), the absence of performance assessment can actually jeopardise
the morale of employees and organisational performance. For these reasons, there is an
indication that vertical and horizontal fit of performance management system is not practised
in Agency B.

Conclusion

To conclude, vertical and horizontal fit of performance management is

practised in Agency A, Agency C and Agency D although the level of alignment varies
among those agencies. Vertical and horizontal fit is implemented in Agency A and in Agency
C more thoroughly than in Agency D. This may relate to the fact that Agency A and Agency
C have been granted status as reformed agencies. Agency D has not been granted status as a
reformed agency, but they have internally initiated reform since 2008. Meanwhile, there is no
vertical and horizontal fit of performance management in Agency B because Agency B still
uses the old performance system. This finding is in line with a study performed by the World
Bank in 2013 which concluded that agencies that have been granted status as reformed
agencies do better than those that have not been granted status as reformed agencies (World
Bank, 2013).
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6.2.3 Remuneration

This section discusses vertical and horizontal fit of the remuneration practice flowing from
base pay principles and performance allowance principles to promotion principles in the
studied line agencies as discussed in section 5.4.3 of Chapter 5 (also see Shield, 2007).

Base Pay Principles The Civil Service Law 43/1999 regulates that all civil servants should
be remunerated based on their workload and responsibility, and their remuneration package
should be able to secure their prosperity and improve productivity and work motivation. In
reality, the remuneration package is mainly determined by educational qualifications and
length of service. This means that educational qualifications determine the rank of the new
employees which is directly linked to the financial reward an employee will receive. For
example, a new graduate with a bachelor degree and a bachelor degree employee with four
years working experience will both start at rank IIIa and receive a remuneration package in
accordance with the remuneration standard of rank IIIa (see section 5.4.3 of Chapter 5). In
addition, there will be other financial benefits if, for example, they are married or have
children. This indicates that the remuneration package does not link with skills and work
experiences. This finding is in line with the findings of Sutiyono (2007) who found that new
civil servants in the Indonesian civil service are treated as new entry staff regardless of their
work experiences in other organisations. During employment, rank will automatically
increase every four years regardless of performance. The remuneration package will increase
following the increase in rank.

In addition, the government of Indonesia periodically increases all civil servants’ base salaries
by a uniform percentage. How such system can motivate the civil servants to perform well is
questioned. Instead of motivating employees to perform well, McLeod (2004) suggests that
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the system has not motivated employees to work hard since colleagues who do not perform
also get the same salary increment. McLeod also indicates that this system has created low
motivation and frustration in employees who perform well because they do not receive
meaningful recognition of their efforts. A study by Turner et al. (2009) in the nine Indonesia’s
local governments in Indonesia also concluded that “…remuneration relates hardly at all to
performance, so it has no capacity to improve productivity and motivation: all those with the
same rank and years of service receive the same salary” (pp. 241-242). This is different from
what is practised in the Singaporean and the Malaysian civil service where salary increments
are determined by the employees’ performance (Poocharoen & Lee, 2013). Increasing
employees’ salaries uniformly contradicts one of the main objectives of the reward system
which is to motivate employees to contribute to work to the best of their capability
(Nankervis, et al., 2008; Shields, 2007). Rather, such a system is likely to demotivate the
superior performers and send a signal to the under-performers that their poor performance can
be accepted. This certainly contradicts one of the fundamental objectives of reward systems
articulated by Milkovich and Newman (2008) which is fairness. As one of the HRM reform
goals of the Indonesian civil service is to improve its performance (see section 5.5 of Chapter
5), the remuneration system in Indonesia seems to contradict the performance management
strategy formulated by Tompkins (2002) who posits that rewards should be contingent upon
performance when an organisation aims to achieve its mission-related results (see section
2.5.1 of Chapter 2).

Performance Allowance Principles

Under HRM reform, a performance allowance

scheme was introduced in addition to the rank system (also see section 5.4.3 of Chapter 5).
The aim is to improve the remuneration system that has long been known as ‘smart, dumb,
equal salary’. As discussed previously, determination of employees’ performance allowance
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is based on job classifications and performance achievement using the principle of ‘equal pay
for equal work’ (Regulation-MABR 063/2011). This implies that the determination of the
employees’ performance allowance is based on the employees’ work performance. In reality,
the studied line agencies apply different methods to determine the employees’ performance
allowance. In other words, the way they assess employees varies and this is especially so
when comparing the reformed line agencies with those that have not yet been granted status
as reformed agencies. It was found that determination of an employee’s job classification, as
the basis for determining the performance allowance, is not so much by their performance
achievement but by the job in which they are assigned. Agency B, for example, seems to
utilise the job classification process only for administrative purposes. In other words it is only
to fulfil the requirements required by the central agencies of a reformed agency (see section
5.4.3 of Chapter 5). The study revealed that the way Agency B assesses their employees’
competence does not seem to indicate that they are trying to match the job with the employee.
Instead of evaluating the competence of the employees and matching them appropriately, the
agency simply assesses the jobs and determines the job classification of the employee who is
sitting in that position. In other words, the job is not linked with the person doing the job and
this means the job classification process does not bring any change to the way the employees
carry out their duties. It also leads the employees to think that they deserve that job
classification level and that the level does not relate to their competence. Most of the
respondents admitted that the Agency B example is representative of most line agencies. The
HRM Director 1 at Agency C said:
Instead of increasing competence of the employees, the job classification process, to
majority of line agencies, is only another way of increasing the income of the
employees and waste the state budget.
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This contradicts the OECD’s (2004) study which emphasises that the position-based system
should focus on selecting the best-suited candidate for each position. It seems that the
horizontal fit between the remuneration system and the employees’ performance is missing in
Agency B. How such remuneration system could improve an employee’s performance and
work motivation is also questioned. In other words, whether or not this remuneration system
encourages employees to perform better and therefore contribute to the achievement of the
organisational goals is open to doubt.

Agency D is in a similar situation as Agency B; it has not been granted status as a reformed
agency and therefore has not implemented the performance allowance. However, as
previously discussed, Agency D has done job classification for all employees and aligned
grading with the TKD - Region Performance Allowance (see section 6.2.2). Assessment of
the employees is also done (although still limited to structural positions) to ensure the job
classification level is in accord with work competence. Although the job classification system
needs to keep improving, the Senior Manager 1in Agency D said that the new remuneration
system could improve the employees’ work performance as they were assessed monthly and
the assessment result directly impacts on their TKD. To date, Sitorus (2015) reports that
Agency D has implemented the performance allowance system that links with the employee
performance by using the 360 degree assessment tool.

In contrast, the reformed line agencies such as Agency A and Agency C undergo a more
detailed and comprehensive process to determine the job classification level of each position
and to ensure the competence of the employee and the requirements of the position are
aligned. Agency C benchmarks the remuneration system applied in other countries and, at the
same time, hires consultants to help them identify the jobs within the agency and places
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someone who matches the job requirements and remunerates them based on their competence.
When they find employees whose skills and knowledge do not match the positions they hold,
Agency C either provides trainings or rotates the employees to other positions that suit their
skills and knowledge. This has had a positive impact on the achievement of Agency C’s
goals. For example, as one of the main goals of Agency C is to increase the state revenue,
Agency C provides a special remuneration package to employees who are assigned to this
working unit. By doing this, Agency C could triple its goal achievement in five years. As also
revealed by the HRM Director 1 of Agency C, the way they remunerate these employees has
improved the achievement of the agency. In addition, efforts to align an employee’s
performance and their remuneration package also seem to have a positive impact on the
employees’ work performance. The HRM director 2 in Agency C said:

We cannot sack employees; so we have to focus on how to match the employees with the
jobs. As we now have a performance allowance in addition to a special allowance, we
have to make sure that the right person receives the right remuneration package based on
their competence. To ensure fairness, we classify employees into three categories: good,
average and poor, and we remunerate them according to their classification. Even though
not everyone can accept this at first, we now can benefit from this initiative and
competence improvement can be seen from the employees.

Similarly, Agency A also undergoes a detailed process in determining the job classification
level of each position and to ensure the competence of the employee and their position are
aligned. As the job nature in Agency A is team-work based, Agency A determines the roles
and the responsibilities of each employee in accordance with their skills and competencies so
that each employee is placed in the right position within the team. For example, one team
usually consists of a team leader, a team technical controller and team members. Therefore,
careful analysis is undertaken because the employee position in the team will determine the
performance allowance they will receive. The Senior Manager 1 in Agency A explained:
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We should reward our staff based on the grading level they possess; therefore, we
perform careful analysis in each job position within the agency and establish a job
description for all positions. In determining the grading level of the employees, we
match the job description and the employee attributes such as competence, skills and
knowledge, experiences and working performance needed for the job.

Interestingly, the study also found that the operationalisation of performance allowances in all
line agencies is attached to the absenteeism rate of the employees (also see section 6.2.2).
This means that the size of the performance allowance fluctuates according to the employees’
attendance record. This is somehow understandable as one of the main problems in the
Indonesian civil service is low attendance. To resolve this, the government of Indonesia links
the performance allowance with the absenteeism rate to increase the level of attendance of the
employees. For example, an amount of the performance allowance will be deducted if an
employee is late, goes home early or is absent. To support this policy, all line agencies
simultaneously installed finger-print machines. To some extent, the implementation of
performance allowance has been able to increase the attendance rate of the employees.
However, this phenomenon has also switched around the way employees think of the
performance allowance; “as long as I can come and go home on time, I will receive the full
amount of my performance allowance”. In the first year of the implementation of the
performance allowance at Agency C, for example, there was jargon of ‘705’ evolving in
relation to the operationalisation of performance allowance which meant employees arrive at
the office at 7, do nothing (0), and go home at 5. This reflects the employees’ attitudes to the
performance allowance which is not related to performance at work. This situation, however,
can gradually change as Agency C improves its performance management system. This
attitude, however, still exists in most line agencies in the Indonesian civil service. In the end,
it is not so much about the performance of employees but about attendance and regardless of
productivity in the job. It is unlikely that such operationalisation could contribute to

170

improving an employee’s competence and ability that would enable them to support the
organisational goals unless the line agencies could improve their performance management
system as practised in Agency C.

In addition, the assessment of whether or not line agencies are endorsed as a reformed agency
and therefore can enjoy the performance allowance is not based on the extent to which the
line agencies achieve their organisational goals. Rather, to be granted status as a reformed
agency, emphasis is on whether the line agencies have completed the documents required by
the central agencies. For example, a line agency is granted status as a reformed agency when
it can establish a road map to reform which details programs and activities to be accomplished
in relation to the line agency’s goals (Regulation No. 7/2011). Once the approval is gained
from the MABR, the performance allowance can be distributed to the employees. It seems
that whether or not the line agencies achieve their organisational goals is not part of the
assessment. As the HRM Director 1 of Agency C revealed:
Most agencies are reformed on paper, not on practice.

Seemingly, what the majority of line agencies understand is that they will be awarded an
allowance when they have been granted reformed agency status, In another sense, ‘reform
means receiving the performance allowance’. Therefore, the emphasis is not so much related
to performance anymore but to the allowance. This is in line with Prasojo’s (2012c) analysis
that bureaucratic reform is still perceived as merely document requirements to earn the
performance allowance. The Assistant Deputy of the National Bureaucratic Reform Team
lamented:
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The (HRM) reform that we do is like a conservative reform; the main intention is only
to obtain the (performance) allowance. I admit that some line agencies really put their
effort into reform as shown in their road map; but others largely just pretend to
reform. I can see that from their whole action plan in the road map they have
established. Instead of focusing on improving services to the public, they focus more
on improving the welfare of the civil servants.

The Assistant Deputy 2 in the MABR observed that this misperception may relate to the
central agencies’ limited knowledge of staff when socialising and communicating this policy
to the line agencies. As asserted by Effendi (2011a), enthusiastic support for the reform has
not been driven by sincere belief in efficiency and a high performance civil service, but
because most leaders and staff of the government agencies incorrectly perceive the reform as
‘remunerative reform’.

Promotion Principles

In relation to other types of reward, for example promotion,

according to Government Regulation 100/2000 rank level will determine whether or not an
employee can be promoted. In other words, civil servants have a right to be promoted when
they reached a certain rank regardless of their performance. For example, after achieving rank
IIIb, employees may be promoted to a structural position, for example, echelon IVb (see
section 5.4.3 of Chapter 5). The system implies that every employee has a right to be
promoted regardless of their capabilities. McLeod (2006) indicates that the promotion process
in the Indonesian civil service seems to be more a right rather than something to be earned
through superior performance. Instead of enhancing an employee’s work performance, the
promotion system has the potential to lower employee performance because advancement
opportunities are not linked to performance (Becker, et al., 1997). This also contradicts the
fact that promotion, as part of rewards, should be used as a tool to positively direct employee
behaviours and to align employee-employer interests (Eisenhardt, 1989; Chiang & Birtch,
2012). Instead of motivating employees to perform better, this becomes a “deadly
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combination” (Liu et al., 2007) which demotivates employees to perform better and likely
leads employees to perceive that performing well is not necessary as rank and other rewards
will increase when the time comes. Therefore, horizontal fit between promotion and working
performance is hardly seen.

The line agencies studied, especially those which have been granted reformed agency status,
interpret this policy differently. Reformed agencies rely more on employee performance for
promotion decisions. As discussed previously, Agency A and Agency C no longer largely rely
on rank, but on the employee performance at work (see section 6.2.2). Agency D, to some
extent, still relies on the rank system; however, Agency D applies additional assessments to
those who are eligible to be promoted and selects the candidates based on their assessment
result. Meanwhile, the promotion system in Agency B merely relies on the rank system. As
The Line Director 3 in Agency B said:

It is impossible that a rank IIIa employee has more experiences and more skills than a
rank IIIc employee, so the first consideration for promotion must be the rank.

Conclusion

To summarise, the study reveals that line agencies utilise the remuneration

practice differently. Some line agencies align remuneration with employee performance and
this motivates employees to perform better and to contribute to the agencies’ goals. Others
seem use remuneration for the benefit of the employees themselves without growing the
employees’ motivation to contribute to the line agencies’ goals. There is an indication that
vertical and horizontal fit is more likely to be seen in line agencies that have been granted
status as reformed agencies.
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6.2.4 Training and Development

This section discusses vertical and horizontal fit of the training and development practice
flowing from pre-service training to in-service training in the studied line agencies as
discussed in section 5.4.4 of Chapter 5.

Training and development in the Indonesian civil service is broadly divided into two types:
pre-service training and in-service training. Pre-service training and in-service training,
specifically training for promotion, are managed by the NIPA which is the central agency
mandated to manage training and development in the Indonesian civil service (also see
section 5.4.4 of Chapter 5). Other types of in-service training, such as functional training and
technical training, are managed by the line agencies. As regulated in Government Regulation
101/2000, training and education (Pendidikan dan latihan) aims to improve skills, knowledge
and attitudes of civil servants to enable them to perform their job in a professional manner. In
reality, however, the training curriculum for pre-service training and in-service training
developed by the NIPA has been largely criticised for being obsolete and not aligned with the
line agencies’ needs. The following section discusses these two types of training.

Pre-service Training Pre-service training is given to new employees only after they have
been employed for approximately one year. It is conducted over a three week period and is
mandatory for all new employees. This implies that new civil servants, who are generally
fresh graduates, are required to perform their job without any training prior to their placement.
Line agencies rarely conduct structured orientation training for new civil servants; rather, the
new civil servants normally learn as they go. The pre-service training is the only formal
training that is expected for the new civil servants. The Assistant Deputy 2 at the MABR
criticised the pre-service training practised in the Indonesian civil service by saying:
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Pre-service training should be conducted before new civil servants start their
employment because the essence of pre-service training is to equip new civil servants
with the skills and knowledge they need for the job. What is the point of providing
them information on moral values and code of conduct after working for one year?
They indeed have been contaminated by their working environment as they have been
incorporated within their organisation for at least a year. I wonder why this practice
is continued.

The pre-service training curriculum focuses more on the code of conduct of the civil service
and moral values and obedience to the system. As explained by Effendi (2011b), the preservice training is not specifically designed to develop management, technical, or policy
making skills or to improve performance and government efficiency. How the pre-service
training equips new employees with skills and knowledge needed for the position to which
they are assigned is questioned because all employees receive the same training material. This
seems to be in line with an OECD (2004) report on pre-service training that suggests that
most organisations that have adopted career-based systems aim only to build a common
language and culture and it is unclear if training provides for the necessary adaptivity of
knowledge and qualifications for the new knowledge economy. This contradicts the fact that
the essence of training is to improve the capacity of the employees to carry out their job. As
argued by Yamnill and McLean (2001), training becomes meaningless if it cannot be
transferred to the workplace and translated into performance. Similarly, the training
curriculum in the Indonesian civil service has also been criticised for being obsolete and
unaligned with the needs of the line agencies (see for example ADB, 2004, as cited in Turner
et al., 2009). Unlike the practice in the Indonesian civil service, the Chinese civil service
training system gives equal attention to political ideology and professional knowledge, skills,
abilities and attitudes such as political awareness, lawful administration, public service,
research, innovation, communication, coordination, problem solving, and psychological
adaptation (Yang et al., 2012). It is apparent that besides giving attention to the importance of

175

the civil service ideology, the Chinese civil service also gives attention to the improvement of
the skills of the civil servants. Ideally, all employees should be given different training
material appropriate to their work. As the HRM Director 1 in Agency B expressed:
’One size fits all’ training system really does not work.

In-service Training In-service training, specifically training for promotion, is also managed
by the NIPA. Training for promotion is mandatory for all civil servants before they can be
promoted into structural positions in Echelon IV, III, II or I. This training takes longer than
pre-service training and ranges between three months and five months depending on the
promotion level (see Regulation-NIPA 10/2013; Regulation-NIPA 11/2013; Regulation-NIPA
12/2013; Regulation-NIPA 13/2013). The training curriculum is general and is unlikely to be
linked to improvement of individuals to do their jobs. The curriculum for promotion-related
training has also been criticised by both central agencies and line agencies for not being
linked to the improvement of skills and capability required for the new positions. Rather, the
training largely relates to obedience to the civil service system. As criticised by Bennington
and Habir (2003), training systems in the Indonesian civil service have failed to achieve the
goal of contributing to greater efficiency. Synnerstrom (2005) also argues that the training for
promotion system adopted by the Indonesian civil service was never designed to develop
managerial or technical skills or to improve performance and efficiency. The assistant deputy
2 in the MABR even claimed that the training for promotion only wasted the state budget
without improving the efficiency of the civil servants. She expounded:
I think there are many problems in the leadership (training for promotion) program
curriculum. For me it is not more than a dumb program. Many complaints have been
raised by the training participants and I even tell myself that I will never attend any
more leadership training.
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The HRM Director 1 in Agency B also commented:
I think the content of leadership training needs to be re-evaluated; the training content
cannot adopt the principle of ‘one size fits all’. It should be specifically designed to
improve the skills of civil servants. For example, the needs of civil servants promoted
into technical fields must have been different from those who are promoted into
administrative fields. Therefore, the training content should also be specific.

Unlike the training program developed in the Indonesian civil service, training and
development systems developed in the Singaporean civil service have a wide range of
programs to identify high potential employees. These include pre-service scholarship
program, the management associate program scheme, the administrative service program, and
the high-potential program (also see section 3.1.2 of Chapter 3). These training programs aim
to prepare future leaders within the agencies.

Apart from the above mentioned mandatory training, line agencies are given authority to
develop their own training programs to support their needs. Line agencies can utilise their
training and education centres or outsource to professional training institutions to support
their technical training programs. However, this study revealed that the way line agencies
managed their technical training varied. Three line agencies (Agency A, Agency C and
Agency D) seem to use both their training and education centre and professional training
institutions to improve the capacity of the employees. Meanwhile, Agency B shows less effort
and relies heavily on the training programs offered by their training centre or by the central
agencies. During the interaction with Agency B, for example, there was no conversation about
how they interact or cooperate with its training centre to improve the capacity of the
employees to do their job. This implies that the training activity is not viewed as a collective
activity within the agency so that the agency can benefit from it. Meanwhile, interaction with
the other three line agencies on their training and development practices demonstrates that the
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three line agencies actively communicate and coordinate with their training centre on
possibilities of conducting skills based training needed by the employees. The result of the
interaction is then used to decide whether the agency will conduct the training in the training
centre (in-house training) or outsource training to other professional training institutions.

Vertical fit between training and development and the organisational goals is practised in
Agency A. Agency A, which has changed from being an external auditor agency to being an
internal auditor agency, continuously identifies specific skills and knowledge needed by an
internal auditor to support their mandate. To do this, annual training needs assessment is
required of working units and becomes the basis for any training activities. This is to ensure
that training and the need of the agency are aligned. The training need assessment is
established in accordance with the employee performance to ensure training programs are
aligned with the needs of the employees. In relation to the new mandate, Agency A has a new
strategy for the training and development activities to ensure the new goals are achieved. As
argued by Gibb (2008), training and development strategically aims to fulfil an organisation’s
needs in relation to restructure or performance gaps. There are many national and
international auditor certifications Agency A update to ensure the employees competencies
are up to date. The line director 1 in Agency A reaffirmed the importance of competence in
delivering the service as an internal auditor agency. He affirmed:
We understand that this agency is a specialised-based agency; therefore, employee
competence becomes imperative to ensure our services meet other agencies’ needs.
Training that we create is based on the employees’ needs. The point is we know what
our clients need and we equip our employees to fulfil that need. For example, we
strengthen our employees in improving their capacity in ‘accounting for government’.
We know our clients need to achieve the highest mark for their financial report. In
short, the heart of our training activities lies on the goals of this agency.
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Agency A also promotes ‘training in the office’ to update employees on new knowledge
gained from external training. For example, an employee is assigned to attend training outside
the office and then has an obligation to present what they have learned when they return to the
office. This initiative has two benefits: first, efficiency in terms of saving the training budget,
and the knowledge gained from outside the office is well distributed to other employees. The
‘training in the office’ program also becomes part of the employee assessment criteria. In
short, the emphasis of training activities in Agency A is based on the needs of the employees
and aims to improve employees’ performance at work.

Agency C, another example, develops competence based training by utilising both external
training institutions and its own training centre to satisfy the training needs of the agency.
Competence based training programs are identified from gaps in employees’ competencies for
the positions they hold. One of its working units is even more advanced in ensuring its
employees can carry out their job. This working unit develops on-the-job training for new
employees and e-learning training to accelerate the employees’ competencies. Overall,
training and development programs in this agency are carefully developed based on the
training need assessment and then translated into curriculum by both the working unit and the
training centre. This study found that there was consistency of information on the training
practice gathered from working units. The starting point of the training implementation is
training need assessment. This is followed by coordinating with the training centre to decide
on the curriculum and how the training will be undertaken. This indicates that the training
practice has been systematically developed. Therefore, there is an indication that vertical and
horizontal fit in training is practised in Agency C.
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Agency C has even moved further in its training initiatives. Realising the importance of
training to develop their employees’ capacities, training has become one of the KPIs and each
employee has to attend a minimum number of hours of training in a year. Training programs
are made available online and employees are able to access training programs suitable for
them. In addition, on-the-job training, in-house training and e-learning are promoted to
accelerate an employee’s competence in their job. As a result, the employees are keen to
equip themselves with the trainings and their job performance improves. Agency C evaluates
the training programs annually and the evaluation result is used as the basis for the next
training program. As part of the evaluation, surveys to determine the effectiveness of each
training program are conducted. This practice supports Kirkpatrick and Kirkpatrick’s (2006)
view that evaluation of training is required to measure the effectiveness of the trainings for
the employees and the organisations. This seems to indicate that the extent to which the line
agencies, in this case the HRM department, possess knowledge and capability, largely
determines how they conduct training in the agencies.

The training program carried out in one of the working units in Agency D also shows close
cooperation with its training centre. In this working unit, annual training needs are identified
and listed. The annual training plan is then communicated to the training centre who discusses
the training material with the trainers. The discussion will identify whether the training centre
has the resources to conduct the training or the training centre should outsource to other
professional training institutions. This is to ensure that employees can benefit from the
training activity. As explained by the Senior Manager 3 in Agency D:
Working units are responsible for preparing topics for technical training based on the
training needs assessment activity. The working units then communicate with the
training centre to discuss the possibilities of conducting the training either in-house or
outsourcing.
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On the other hand, efforts to utilise the training centre for technical training purposes at
Agency B seems to be lacking. As discussed previously, Agency B seems to merely rely on
the central agencies to fulfil its training needs. A two-way communication between the
agency and its training centre seems to be missing and training programs offered by the
training centre are general and remain more as annual program rather than a way to improve
skills and knowledge needed by the agency. Agency B has established training programs
within their working units; however, they are unlikely to relate to the needs of the working
units. Rather, they are likely to be repetitive as the Senior Manager 2 in Agency B alleged:
We do not have a competence map of all employees; therefore, we do not know what
we need. As a result, training programs established by the HRM Division do not meet
our needs. It is only the same repetitive program each year. For example, the HRM
Division only offers computer training, English training and other things that do not
relate to our need.

Although line agencies have the authority to create their own training program or use the
training designed by the NIPA, Agency B is unlikely to take these opportunities to develop
employees’ skills and knowledge. The HRM Director in Agency B also explained that the
training activities in Agency B rely only on the programs offered by the NIPA or its training
centre. The Line Director 3 of Agency B revealed that the training system is more on the basis
of supply driven rather than demand driven. This means that the training programs conducted
in the working unit are only based on the training programs offered by the HRM Division in
the working unit. This is in contrast to Synnerstrom’s (2005) view that training should be
demand-driven and related to the needs of the job position. The present study revealed that the
training programs in Agency B mainly focus on administrative training such as finance
training, general administration, and character building. Programs rarely relate to the specific
skills and knowledge needed by the working units to support the achievement of unit goals.
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Conclusion Pre-service training and in-service training, specifically training for promotion,
have been ineffective and the training curriculum has been criticised for being obsolete and
without alignment with the needs of the line agencies. The ‘one size fits all’ training approach
has been criticised for not resulting in any significant impact on the improvement of the civil
servants. However, three of the line agencies studied have benefitted from technical training
programs internally designed by the line agencies to support their needs. Agency B, on the
other hand, is still lacking in its technical training and shows little evidence that training
activity is vertically and horizontally aligned. This may relate to the fact that Agency B has
not been granted status as a reformed agency.

6.3 Conclusion

There is vertical and horizontal fit in some of the HRM policies in the Indonesian civil
service. At the same time, a contradiction in some of the HRM policies is also found. Despite
the contradiction issues, vertical and horizontal fit is practised in line agencies which have
been granted status as reformed agencies. Their familiarity with contemporary HRM
knowledge that enables them to align HRM practices to meet their need and have strong
commitment and support from the line agencies’ leaders. The reformed line agencies in this
study have utilised the HRM policies to support the goals and objectives of their agencies by
synchronising HRM practices; such as between recruitment planning, job analysis and
recruitment, between remuneration and employee performance, and between performance
management and promotion and training. However, the line agencies, which have not been
granted status as reformed agencies, show insignificant change in their HRM systems
compared to the old practices. They seem see new HRM policies merely as an obligation and
do not link them to line agencies’ goals and objectives. It is concluded that vertical and
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horizontal fit is more recognised in the line agencies granted status as reformed agencies
(such as in Agency A and Agency C). On the contrary, there is less alignment to be found in
the line agencies which have not been granted status as reformed agencies (such as in Agency
B and Agency D). The following chapter discusses the findings and draws conclusion and
recommendations from the study.
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CHAPTER 7: IMPLICATIONS AND CONCLUSION

This study examined the best fit approach of strategic human resource management (HRM),
namely vertical and horizontal fit, in the Indonesian civil service. Vertical and horizontal fit,
determinants of fit, and context and characteristics of the civil service were studied.
Qualitative research design was implemented to gain a deeper understanding of HRM in
central agencies and in line agencies. This method allowed comparison of HRM policies and
practices and understanding through data triangulation. This final chapter discusses the
research findings with respect to the research questions posited for this study. First, it
discusses the answers to research questions. Second, it discusses major implications in
relation to HRM for the Indonesian civil service. Third, it discusses conclusions, makes
recommendations and considers the limitations of the study., Future research is then
proposed.

7.1 The Answers to Research Questions

This section discusses findings in relation to the three research questions. First, it discusses
the evolution of HRM in the Indonesian civil service in relation to the first research question.
Second, it discusses the state of vertical and horizontal fit in the Indonesian civil service in
relation to the second research question. Third, it discusses factors influencing the prevalence
of vertical and horizontal fit in relation to the third research question.
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7.1.1 The Evolution of HRM in the Indonesian Civil Service

This first question posed in the study was ‘What HRM practices have been introduced in the
Indonesian civil service under HRM reform initiatives?’

As examined in Chapter 5, various HRM practices have been introduced that differentiate
reformed HRM from the old HRM practices. These reformed HRM practices include open
recruitment system, working goals-based performance system, job classification-based
performance allowance system, establishment of assessment centres for employee assessment
purposes, competence-based promotion system and training needs assessment system. More
contemporary HRM practices were recently (early January 2014) introduced under the
enactment of the new civil service law (Law 5/2014); contract-based employee recruitment, a
merit-based remuneration system, integrated education and training systems during
probationary periods, employment development programs and on-the-job training programs.

Despite the new HRM initiatives reflecting contemporary HRM, the findings demonstrate that
some of the HRM practices seem to be in conflict with each other and hinder vertical and
horizontal fit (also see section 6.1 of Chapter 6). When the study was conducted, both
traditional HRM and reformed HRM were in operation which lead to what Becker et al.
(1997) describe as a ‘deadly combination’ of some HRM practices. This is in contrast to the
HRM reform initiatives developed in other countries (such as Malaysia, Korea, Singapore and
other countries in the Asia-Pacific), where HRM policies are aligned with one another and
enabling them to support the organisation’s goals (see section 3.1.2 of Chapter 3). What
happened in the Indonesian civil service may relate to the fact that HRM has been overlooked
for decades, causing lack of familiarity with contemporary HRM concepts. This is in line with
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Turner et al.’s (2009) study on strategic HRM in relation to decentralisation in nine local
governments in Indonesia which describes Indonesia’s HRM as an overlooked and forgotten
dimension. Further, because HRM is considered less important than other fields, individuals
who are assigned to manage HRM are commonly those who are considered to be incapable in
their other roles. For example, HRM Departments often become the first choice to relocate
someone who is not capable of doing their job. Bowen et al. (2002), in their study about the
role of the HRM function in nine countries including Indonesia, found that the HRM function
in Indonesia is not seen as being as important as it is seen in other countries. This issue was
also raised by the Assistant Deputy 2 at the MABR who said:
To date, I find that people, who are considered incompetent in their field, are often
thrown in to HRM departments and to Organisation and Governance departments. As
you may know that these two departments are the main actors in managing human
resources; this is a common practice in any agency. Skills and competence to carry
out HRM have never been taken into consideration when assigning people in HRM
departments.

As highlighted in a study performed by McCourt and Ramgutty-Wong (2003), one of the
reasons strategic integration did not happen in the Mauritius civil service was because of lack
of knowledge about contemporary HRM.

Contradictions in some HRM policies and practices may also relate to the fact that the
Indonesian civil service still experiences nepotism and corruption in its HRM practices and
still searches for civil service reforms to cure those problems. Despite overstaffing in the
Indonesian civil service, especially at the lower level, entry level recruitment remains in
place. Instead, the Indonesian civil service focuses more on improving the recruitment process
so that it is more open and more transparent and so corruption, collusion and nepotism in its
recruitment system can be minimised. As another example, instead of focusing on aligning
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promotion with employee performance, the Indonesian civil service focuses more on how the
promotion process can be transparently conducted to avoid collusion and nepotism practices.
This is in line with Moon and Hwang’s (2013) study which found that the focus of reforms in
the countries affected by nepotism and corruption is commonly on open competition
recruitment, performance management and remuneration reform.

The contradictions may also relate to the fact that multiple agencies are mandated to manage
human resources. As discussed in section 6.1 of Chapter 6, the three central agencies, the
MABR, the NCSA and the NIPA sometimes develop overlapping policies or produce
different and contradicting guidelines for the same policies (also see section 5.2.1 of Chapter
5; section 7.1.3). As experienced in the Mauritius civil service, the fragmented and
contradictory policies have hindered strategic integration (McCourt & Ramgutty-Wong,
2003).

The contradictions may also relate to the fact that the Indonesian civil service is still at an
early stage of reform. As argued by the Minister of the MABR, even the USA needed
hundreds of years to reform and Indonesia started its reforms only in 2010 (MABR, 2015).
Prasojo (2012b) also contends that the Indonesian civil service was still sowing the seed until
2014 and the harvest is yet to be seen. Lastly, the contradictions in some HRM policies may
relate to the findings of a study conducted by Turner (2002) that classified Indonesia as a
cautious follower of civil service reforms because of its history of authoritarian political
regimes (also see Moon and Hwang, 2013).
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7.1.2 Vertical and Horizontal Fit of HRM in the Indonesian Civil Service

The second research question posed in the study is ‘How is vertical fit and horizontal fit
practised in the Indonesian civil service?’

Vertical and horizontal fit is practised in line agencies granted status as reformed agencies.
The results demonstrate that to some extent there has been consistency by the reformed line
agencies in aligning HRM practices with the line agencies’ goals and objectives and with one
another even though these line agencies are bounded by HRM policies that do not support the
vertical and horizontal fit concept (see section 6.2 of Chapter 6). In other words, it is the line
agencies’ discretion in implementing HRM practices that enables alignment. The promotion
system, for example, still regulates that rank should be considered first for promotion purpose.
However, line agencies such as Agency A and Agency C rely more on working performance
than on rank when promoting employees. Another example is the training system, especially
pre-service training and in-service training managed by the central agencies, which is not
aligned with the line agencies’ needs. The reformed line agencies are able to design technical
training programs to meet their needs (see section 6.2.4 of Chapter 6). This demonstrates that
line agencies play an important role in executing HRM practices in their agencies and that the
extent to which HRM practices are utilised to support the line agencies’ goals and objectives
seems to rely on the line agencies themselves. Although modification of all HRM policies is
not possible, for example, the centralised recruitment system, the line agencies can still play a
significant role in ensuring the internal processes such as recruitment planning and selection
activities meet their needs. However, as specifically hinted at by Agency A and Agency C, the
centralised recruitment system has been acknowledged as one of the barriers preventing
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identification of the potential candidates needed by the agencies (see section 6.2.1 of Chapter
6).

Another finding is that familiarity with the contemporary HRM and strong commitment from
the line agencies’ leaders drives best fit in the line agencies. The fact that the reformed line
agencies such as Agency A and Agency C were familiar with the utilisation of HRM to
support the line agencies’ goals before the HRM reforms were nationally launched
demonstrates that knowledge of contemporary HRM significantly influences the way line
agencies conduct their HRM practices. In addition, strong commitment from both line agency
leaders, who by chance came from professional backgrounds instead of political backgrounds,
has positively encouraged leaders of all working units within the line agencies to be actively
involved in ensuring the HRM practices support the line agencies goals. Strong commitment
by the leaders, among others, is demonstrated through enactment of the ministerial decrees
used as guidelines throughout the line agency. The Minister of Agency C also strove for
employee reward policies to be approved in the parliament to support the implementation of
performance allowance within the line agency. As a result, Agency C successfully tripled
their organisational goal achievement in five years and was recognised as one of the best line
agencies in Indonesia (MoF, 2013).

With regard to the line agencies that had not been granted status as reformed agencies, there is
little evidence of vertical and horizontal fit. To some extent, however, vertical and horizontal
fit can be seen in Agency D in which HRM reform started internally in 2008. Although it has
not been granted status as a reformed agency by the central agencies, Agency D has made
efforts to align its HRM practices to support the achievement of its goals. The fact that
employee performance is aligned with reward and training, performance targets are aligned
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with the organisational goals, and technical training is aligned with the organisational needs
demonstrates that vertical and horizontal fit is practised in Agency D. The strong commitment
of the newly elected governor and vice governor towards HRM in Agency D is also
significant. This forces Agency D to improve its HRM practices so that they support its goals
of becoming a publicly-oriented agency and to minimise corruption, collusion and nepotism
in its HRM practices. Despite lack of knowledge by Agency D compared to Agency A and
Agency C as highlighted in section 6.2.1 of Chapter 6, strong commitment of the senior leader
(the governor) to making HRM reform a high priority has significantly increased the
commitment of all employees to perform (Carina, 2015) and positive public opinion about the
performance of Agency D in delivering service to the public has been acknowledged
(Arifianto, 2015).

By contrast, Agency B, which has yet to be granted status as a reformed agency, still manages
its HRM practices in a manner similar to the old practices and there is little to suggest that
vertical and horizontal fit are practised. The fact that the old HRM practices practised in the
Indonesian civil service have been mismanaged and that they reflect the traditional HRM
model (see section 5.4 of Chapter 5) demonstrate that vertical and horizontal fit cannot be
expected in Agency B. Lack of guidance from its HRM Department for the working units
along with absence of ministerial decrees about how HRM practices should be conducted
within Agency B seems to show that there has been lack of knowledge of contemporary HRM
and HRM may not be a priority of the leader. In addition, the fact that the Minister allocates
senior positions (echelon 2) from outside the agency (which was not the practice in the other
line agencies studied) without a proper recruitment procedure and in the face of the law (see
section 6.2.1 of Chapter 6) also indicates that HRM practices of Agency B are still influenced
by the Minister either for political or professional reasons. Based on a survey conducted by
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Ombudsman in 2013, Agency B was categorised as one of the poorest line agencies in
delivering service to the public (Maharani, 2013).

To conclude, the importance of knowledge of contemporary HRM and commitment from the
top management to promote vertical and horizontal fit is also acknowledged in studies by
McCourt and Ramgutty-Wong (2003), Truss (2003), Thoha (2005) and Sheehan (2005). This
indicates that barriers in implementing the best fit approach experienced by the Indonesian
civil service are also experienced in other countries.

7.1.3 Factors Influencing Vertical and Horizontal Fit in the Indonesian Civil Service

The third question for the study was ‘What factors influence the prevalence of vertical and
horizontal fit in the Indonesian civil service?’

The study highlighted important factors influencing the prevalence of vertical and horizontal
fit in the Indonesian civil service, such as the level of knowledge of the central agencies and
of the line agencies about contemporary HRM, the level of commitment of top management
to HRM, the institutional structure of the HRM function, socio-political factors and economic
factors. These are discussed in the following section.

Level of Knowledge of Contemporary HRM

Familiarity with the best fit concept demonstrated by the HRM departments in Agency A and
Agency C has enabled them to align HRM practices with the line agencies’ goals and with
one another (see section 7.1.2). The fact that the HRM department in Agency C succeeded in
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reviewing its organisational structure to accommodate its goals and that Agency A succeeded
in adjusting its HRM practices to its new mandate as an internal auditor agency demonstrates
their familiarity with the best fit concept (also see section 6.2 of Chapter 6). In other words,
familiarity with the best fit concept is reflected in the way Agency A and Agency C manage
their HRM practices. By contrast, lack of capacity in the HRM departments of Agency B and
Agency D has contributed to delayed implementation of new HRM initiatives in these
agencies. The study reveals that one of the factors causing delay in the implementation of the
new HRM reform initiatives was the incapability of the HRM department to provide guidance
to the working units (see section 6.2 of Chapter 6). As argued by McCourt and RamguttyWong (2003), familiarity with the strategic HRM model, i.e. the best fit model, will
encourage them to adopt it. As also highlighted in section 7.1.2, knowledge of contemporary
HRM, i.e. familiarity with the best fit concept, has enabled Agency A and Agency C to apply
the best fit concept in their HRM practices to achieve their line agencies’ goals.

The capability of the central agencies to carry out their roles was constantly raised in
conversations. Although the central agencies have been strategically positioned in the national
strategic planning decision-making processes, shown by their involvement in the
establishment of the national strategic plan (Regulation-MABR 20/2010; Presidential
Regulation 81/2010), they have not been able to formulate HRM policies needed by the line
agencies to achieve their goals. The majority of the respondents (including the Vice Minister
of the MABR) admitted that the central agencies were lacking the capabilities needed to
provide advice and consultancy to the line agencies. Instead of expecting the central agencies
to provide practical advice, the line agencies are likely to doubt their capabilities. This is
because of self-disclosed flaws, such as the performance management policy not being linked
to training policy programs, and the training and development policy not being linked to the
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skill improvement needed by the line agencies. This indicates that the central agencies have
been unable to play their role as a strategic partner to help the line agencies achieve their
goals. As argued by Ulrich (1998), organisations should possess certain capabilities to ensure
human resources contribute to an organisation’s goals. Ulrich further emphasises that since
becoming a strategic partner is a new role for HR, new skills and capabilities are required to
enable the HRM to perform other HRM-strategy-related work, for example, in-depth analysis
of an organisational audit.

In addition, the fact that line agencies have been excluded in the HRM policy-making process
also demonstrates a lack of understanding of what it means to be a strategic partner. The
logical thinking behind the involvement of the line agencies in the HRM policy-making
process is that the line agencies can provide input with an emphasis on strategy execution. As
emphasised by Ulrich (1998), to have a strategic role, the HRM function should closely work
with line management so that they can jointly assess the impact and the importance of any
HRM initiatives that aim to achieve the goals of the organisation. This is in line with the fact
that line management is more directly involved in the organisation’s strategy formulation and
implementation (Schuler & Jackson, 2007). As also highlighted by Becker and Huselid
(2006), the best fit concept is more easily implemented when the line management and the
HRM department focus on organisational goals. This strategic partnership is well illustrated
in the Australian Public Service where the Australian Public Service Commission involves the
line agencies in the policy-making process through the policy cycle method (Ives, 1995; also
see section 3.1.2 of Chapter 3). This strategic partnership seems to be missing in the
Indonesian civil service.
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Level of Commitment of Top Management toward HRM

The study found that top management in Agency A, Agency C and Agency D are actively
involved in ensuring the HRM practices support the agencies’ goals. As expressed by the
HRM Director 1 of Agency C:
Without a strong commitment from the Minister, nothing is going to happen in this
agency.
This reflects the findings of Truss (2003) that in the UK’s National Health Service, the
commitment of the top management and senior management team has enabled strategic
alignment. Thoha (2005) and Sheehan (2005) also found in their studies that high
commitment of the top management is the enabler of the successful transition from traditional
HRM to strategic HRM.

Institutional Structure of the HRM Function

The fact that the Indonesian civil service embraces a centralised HRM system, HRM practices
of recruitment, performance management, remuneration, training and development are mostly
managed centrally by the central agencies (also see section 5.2.1 of Chapter 5). Thus, HRM
devolvement, as one of determinants of fit widely suggested in the literature (see for example,
Budhwar, 2000; Budhwar & Sparrow, 1997; Brewster & Larsen, 1992; Schuler, 1992), is not
practised in the Indonesian civil service. As previously discussed in the findings chapter, the
government of Indonesia may be reluctant to devolve its HRM practices to the line agencies
because of the long history of corruption, collusion, nepotism and political intervention in the
Indonesian civil service. As expressed by the Vice Governor of Agency D, recruitment and
selection practices, for example, have been used to trade positions in the line agencies (also
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see Blunt et al., 2012; Turner, et al., 2009). Colley et al. (2012) also suggests that HRM
devolution can also potentially allow scope for more political influence. In addition,
recruitment and selection practice is also used to employ relatives without considering their
competency, as highlighted by the majority of the respondents. This faulty recruitment system
has been considered as one of the root problems of inefficient and ineffective civil servants in
Indonesia. The Line Director 5 of Agency B also believed that devolving the recruitment
activity to the line agencies will only cause corruption, collusion and nepotism practices to
flourish.

By contrast, Agency C where HRM practices are more advanced than other line agencies, had
a different view in relation to HRM devolvement. They experienced that the centralised
recruitment system had limited them in getting qualified candidates (see section 6.2.1 of
Chapter 6). The Line Director 1of Agency C argued that recruitment system in Agency C had
been free of corruption, collusion and nepotism since the 1980s. Therefore, they were inclined
to perform the recruitment activity independently, as practised before reform, because they
believe they have a chance to get more qualified candidates in accordance with their need.
This contradicts Turner et al.’s (2009) study in the nine local governments in Indonesia that
were inclined to choose the centralised system of HRM to hinder nepotism, corruption and
abuse of power. This seems to support Brewster and Larsen’s (1992) argument that weaker
line management is inclined to agree with a centralised system, while stronger line
management prefers a devolved system.

To add to the complexity, the multiple authorities of the central agencies cause even more
problematic issues such as fragmentation and the overlapping of policies. Logically, good
coordination and communication among working units within a line agency is even
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sometimes difficult to achieve, let alone coordination among three central agencies. This is
clearly not a simple task. Having three different agencies managing human resources has been
identified as a major source of fragmented HRM policies in the Indonesian civil service (see
section 5.2.1 of Chapter 5). Issues of both overlapping and fragmented HRM policies were a
common conversation during interaction with the interview participants. Not only raised by
the line agencies, the central agencies themselves realise that lack of coordination and
communication has caused HRM policies to either overlap or become fragmented. The
‘sectoral ego’ issue creating silos among the three central agencies especially arises when it
comes to coordination and communication issues. One agency considers itself more important
and more capable than other agencies, as expressed by one of the Directors in the NIPA:
Our role is bigger than their role (the MABR), as the lead coordinator of the central
agencies; our mandates require us to deal with various agencies. Therefore, they
could not expect us just to do what they want us to do.

Unlike the Indonesian civil service which mandates its HRM to three different agencies, other
Asian countries which also adopted a centralised HRM system such as Malaysia and Korea
(Kim, 2010; Moon & Hwang, 2013), only appoint one agency to oversee their HRM. Korea,
for example, mandates the Civil Service Commission which recently merged with the
Ministry of Public Administration and Security, to manage overall HRM issues with the
mission of providing new tools and strategies with respect to HRM. Similarly, the Malaysian
civil service also mandated the Malaysian Public Service to coordinate and manage HRM
issues both for the central and local governments. Fragmentation issues hardly emerge from
these two countries and McCourt and Foon (2007) in fact claim that Malaysian civil service
performance seems to represent a beacon of efficiency. Therefore, having multiple agencies
overseeing HRM has likely added more complexities and problems than mandating it to a
single agency, especially in a centralised HRM system environment. A number of studies
have highlighted that these multiple line agencies have caused fragmentation as well as
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overlap in HRM policies in the Indonesian civil service (see for example, Effendi, 2011b;
Synnerstrom, 2006; Turner, et al., 2009). Those studies similarly suggested that HRM policymaking is usually best managed by a single authority.

The other possible reason for lack of HRM devolvement to the line agencies may be caused
by a lack of capability of the line agencies to carry out the HRM practices themselves. The
study revealed that the interpretation of HRM policies among line agencies varied and this
variation was likely caused by, among other things, the level of knowledge possessed by the
line agencies in interpreting the HRM policies. Thus, instead of making HRM practices more
effective, devolving HRM practices to the line agencies can potentially cause more problems
to the line agencies. Turner et al. (2009) in their study on strategic HRM in the local
governments in Indonesia perceived that lack of skills, resources and commitment became a
barrier to the local government to implement strategic HRM, including HRM devolvement.
As also highlighted by Zhu et al. (2008), numerous researchers on the practice of HRM
devolvement have stated that lack of line management skill and knowledge will not lead to
improved performance.

The Socio-political Factor

The study reveals that political intervention has likely impeded the best fit concept in the
Indonesian civil service context. As also alleged by the agency head of the NCSA, strong
political intervention had been the main cause of the mismatching problem in the Indonesian
civil service, especially in the local governments. The fact that a newly appointed minister
brings in people and assigns them to senior level positions without following the proper
appointment procedure demonstrates that HRM continues to be affected by political
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intervention. This is in line with McCourt and Ramgutty-Wong’s (2003) and Al-Arkoubi and
McCourt’s (2004) findings on the disadvantages of this practice because it has become a
barrier to the implementation of strategic fit in the Mauritius civil service and the Moroccan
civil service. Review on HRM reforms in OECD countries in 2004 also indicated that
balancing the responsiveness of the civil service to political direction and the need for
coherence across the public sector has become one of the challenging issues faced by the civil
service (OECD, 2004). Thus, as examined by Boxall and Purcell (2011), political agendas of
the government seem to restrict discretion in HRM.

The Economic Factor

The participants mainly acknowledged that one of the main problems in the Indonesian civil
service is surplus staff with many job functions among and within line agencies overlapping.
However, the government of Indonesia, contrarily, still recruits new employees, which is
possibly partly due to the government responsibility to provide employment opportunities to
its citizens to absorb the unemployed. The government even opens vacancies for any
educational qualification to accommodate graduates with knowledge that is actually not
needed in the job posts being offered (MABR, 2014a). For 2013, for example, the government
allocated around 70,000 entry level jobs across the central and local governments (Purnomo,
2012) at a time of ‘surplus civil servants’.

In addition, although policy on job cuts (voluntarily redundancies) for efficiency purposes has
been put in place (Law 43/1999), the government of Indonesia does not have severance
options other than an early retirement scheme. In other words, the early retirement policy does
not make any difference in terms of budget efficiency as the government still has the
responsibility to continuously pay the salary of employees retired in this way. For example,
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Agency C has reviewed all positions in its agency and found that almost 3000 people can be
laid off for efficiency purposes. The government, however, is reluctant to execute the layoff
as it will potentially increase unemployment and therefore impact on the Indonesian
economy. As a result, surplus employees and inefficiencies in the line agencies remain
unchanged and effectiveness and efficiency in the Indonesian civil service remains an
unachieved slogan. The World Bank (2013) observes that the performance-related pay policy
has significant economic implications; therefore right-sizing through offering severance
options other than early retirement may become an effective alternative for the Indonesian
civil service to surmount overstaffing issues in almost all line agencies (also see McLeod,
2008).

Further, the egalitarian remuneration system in the Indonesian civil service may also relate to
the economic situation in Indonesia. As discussed previously, the annual salary increment of
all civil servants still depends on economic conditions following the inflation rate. This is in
line with Tessema and Soeters’ (2006) study showing that most developing countries
experience difficulties in financing various programs, including HRM, due to the economic
impacts. This demonstrates that, in a period of budget constraint, the ability to pay has
become the key criterion in pay determination. In the Indonesian civil service case, budget
allocation for civil servants is expected to be lower than 30 per cent of the overall state budget
(MABR, 2015). This policy impacts on the remuneration system in the Indonesian civil
service. In the end, an unattractive remuneration system leads to low performance (see section
5.1.2 of Chapter 5). As argued by Simanungkalit (2012), although the Indonesian civil service
has introduced a performance allowance scheme, it is still less competitive compared to
private sector counterparts. Agency C may be seen as a successful example of how a better
remuneration system has positively impacted on the line agency performance improvement
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allowing it to triple its organisation’s goals target in last five years (see section 7.1.2; section
6.2.3 of Chapter 6).

7.2 Implications

The findings of the study highlight implications in relation to government policy on HRM, to
HRM practitioners in the Indonesian civil service and for the best fit theory development.
These three implications are discussed in the following sections.

7.2.1 Policy Implications for HRM

The findings of the study highlight the importance of fit in HRM policies to support the
achievement of the line agencies’ goals. Therefore, when formulating an HRM policy, the
central agencies need to ensure that the HRM policy is linked to line agencies’ goals. In other
words, HRM policies should be established on the basis of maximising the achievement of the
line agencies’ goals. In addition, the central agencies also need to ensure that the HRM policy
is linked to other HRM policies. This is to ensure synchronisation among the policies. As
argued by Becker et al. (1997), fit among HRM policies, which is termed as ‘powerful
connections’, will produce larger effects on organisation performance.

To achieve fit, the three central agencies should develop a continuous communication among
themselves to ensure HRM policies are synchronised with one another. As highlighted in the
findings, lack of communication among the central agencies has caused either overlapping or
contradicting policies. Further, given that strategic HRM in the Indonesian civil service was
only recently promoted in the bureaucratic reform and will still evolve in the coming years,
contemporary HRM, such as the best fit approach, needs to be clearly understood before it
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can be implemented. Therefore, the central agencies need to be familiar with the best fit
model and thus their familiarity of this model will encourage them to implement it. One way
of increasing familiarity with the best fit model is to provide more training to both central
agencies and line agencies and to make more formal studies on strategic HRM available at
universities. As experienced in the Mauritius civil service, more universities in Mauritius
offering Master’s program in HRM, with a sizeable intake of civil servants, helps to increase
familiarity with HRM in the civil service in the long-term (McCourt & Ramgutty-Wong,
2003).

7.2.2 Practical Implications for Central Agencies, Line Agencies and Leaders

Central Agencies

First and foremost, central agencies need to know what it means to

have a strategic role with regard to the formulation of HRM policies. It is not so much by
producing one regulation over another regulation, but by actively involving the line agencies
in the policy-making process, being actively involved in the implementation process at the
line agencies, and actively providing continuous support and assistance to ensure the HRM
implementation benefits both the employees and the line agencies. In this case, the central
agencies should take the lead to actively advise the line agencies on effective HRM practices
which can support the achievement of the line agencies’ goals. These will ensure that the line
agencies implement the policies not on the basis of an obligation, but on the basis of a need to
improve the line agencies’ performance. Second, the central agencies need to understand the
uniqueness of the line agencies in order to be able to provide advice that works for them.
Issues arising from the study confirm that the central agencies have not considered the
uniqueness of each agency in establishing HRM policies. In reality, each agency has different
needs and therefore needs different policies that could work for them. In this case, again, the
202

central agencies need to work closely with the line agencies to accommodate the needs of
each agency. Having been strategically positioned and included in the establishment of the
national development goals, the central agencies should be able to strategically advise the line
agencies with practical guidelines on how to implement HRM strategically to support the
achievement of the line agencies’ goals. Third, having a strategic role, central agencies need
to equip themselves with sufficient skills and knowledge, not only on HRM issues, but also
on the line agencies’ business process to enable them to operate at an operational and
functional level. As suggested by Teo and Crawford (2005), to enable the HRM specialists to
perform their strategic role, they need to acquire competencies, which include business
acumen, financial management and a focus on the bottom line, in addition to HRM technical
skill. This will enable them to operate at three levels: strategic, operational and functional
(Nankervis, et al., 2008).

Line Agencies

Line agencies need to know how to utilise HRM policies and practices

for improving both employees’ and the line agency’s performance. This means that the line
agencies should strategically utilise HRM policies to improve skills, knowledge and ability of
the employees, as well to motivate them to perform well. By doing this, HRM will positively
contribute to the achievement of the line agency’s goals and objectives. Similarly to the
central agencies, this can be achieved through a close cooperation between the HRM
department and the working units within the line agency. In addition, the HRM department, as
the driving force of the HRM implementation, should possess sufficient capabilities to enable
them to undertake a strategic role in ensuring the effectiveness of HRM practices
implementation in the working units. It is also the responsibility of the HRM department to
ensure that the implementation of HRM practices in the working units is not an obligation, but
is a need so that better performance can be achieved.
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Leaders

At the national level, political support is imperative in managing human

resources strategically in the civil service. As strategic planning in the civil service becomes
part of the political process and therefore becomes a constraint to the implementation of
strategic HRM (Storey, 1989), political support, at the same time, is required to ensure that
any policies, including HRM policies, are effectively and efficiently implemented in all line
agencies. Restating what Storey (1989) says: ‘Hence, successful HRM in the public sector
requires not only top management support but also political support from elected politicians
(p.23)’. As also highlighted by Prasojo (2012b), political commitment is imperative in reform
and this commitment has been shown by the former President of Indonesia by including
reform as the main priority in the national strategic plan. Likewise, positive hope can also be
expected from the newly elected president, Joko Widodo, who clearly states that his
government is promoting a professional government, free form political intervention in order
to achieve government goals. This implies that the elected politicians are likely to support the
strategic role of the HRM function to implement the vertical and horizontal fit concept in a
professional fashion that has been long missing from the Indonesian civil service.

At the agency level, the line agencies’ leaders need to show a strong commitment and support
towards HRM. A lesson learned from Agency C in relation to the strong commitment of the
Minister has promoted vertical and horizontal fit in the agency. All the line agencies involved
in the study also confirm that commitment of the leaders determines the success of the
implementation of vertical and horizontal fit, and not only the top leaders but also all the
leaders in every working unit within the line agencies, or collective leaders within the line
agencies. Since the Indonesian civil service still embraces a paternalistic style, the strong
commitment of a leader will certainly encourage all the staff to commit to the implementation
of the best fit concept. As addressed by the Vice Minister of the MABR: ‘It is not difficult to
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manage the (HRM) reform in the Indonesian civil service; it just needs a committed leader. If
the leaders are committed, all the staff will follow’ (Fiansyah, 2013).

7.2.3 Theoretical Implications

In relation to the theoretical implications, it is apparent that the best fit concept cannot be
implemented thoroughly in the Indonesian civil service because of factors discussed
previously. For example, HRM devolvement, one of the determinants of fit widely adopted in
most countries (see for example Ives, 1995; Shim, 2001; Tessema, et al., 2009; Moon &
Hwang, 2013), is not practised in the Indonesian civil service which embraces a centralised
HRM system. However, this does not mean that the vertical and horizontal fit concept cannot
be implemented in countries embracing a centralised HRM system such as Indonesia.
Reflecting on the Korean civil service and the Malaysian civil service, which also embrace a
centralised HRM system and yet still benefit from it, the Indonesian civil service by all means
could also benefit from implementing the vertical and horizontal fit concept. As argued by
McCourt and Foon (2007), the success of policy transfer, in this case the best fit concept
which was developed in the private sector, depends on how it can be adapted to the sociopolitical and economic environment. In other words, it is not so much about where the policy
comes from, but by where the policy goes to. This indicates that the best fit model still can be
applied in a centralised HRM system environment.

Principally, the Indonesian civil service positively benefits from the vertical and horizontal fit
concept as shown by some line agencies, however, adjustments are needed to enable vertical
and horizontal fit concept in the current centralised HRM system. As has been identified
previously, capacity improvement of the HRM function, as well as a working partnership
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among stakeholders should be firstly addressed. In addition, a modification model probably
needs to be applied for the Indonesian context to accommodate other basic problems in the
HRM issues apart from staff management. As experienced by some other countries,
corruption, collusion and nepotism issues are still dominant in the Indonesian civil service and
closely attached to almost all its HRM practices (see Moon & Hwang, 2013). Instead of
thinking of how to align all HRM practices for line agencies’ better performance, the first and
foremost HRM reform agenda has been focusing on how to minimise those issues in the
Indonesian civil service context. Therefore, instead of adopting the whole of the vertical and
horizontal fit concept, it is probably useful to innovatively implement ‘an alignment’ between
some possible HRM practices that can diminish corruption, collusion, and nepotism issues.
As suggested by McCourt and Ramgutty-Wong (2003) a modulated approach, which permits
a creative, piecemeal adaptation, could probably be appropriate in countries experiencing such
issues. As revealed in this study, some line agencies being studied have benefitted from the
implementation of the vertical and horizontal fit concept. For example, cascading the
agency’s goals and objectives into the performance management, as well as the training
programs and aligning HRM practices with one another, such as employee performance
management, with promotion, training and remuneration have positively impacted on the
improvement of the agencies performance. Ultimately, the implementation of such alignment
concepts reduces corruption, collusion and nepotism practices in the Indonesian civil service.

As stated previously, HRM devolvement is not practised in the Indonesian civil service due to
its centralised HRM system. Adopting this concept means restructuring the whole government
system which might not be feasible at present. Following a modification of the concept
discussed previously, it might be possible to adapt the HRM devolution concept to the
Indonesian context. For example, the central agencies might involve the line agencies in the
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policy-making process to ensure that policies are in line with the needs of the line agencies.
The line agencies involvement will help improving their ownership towards HRM policies
and enable both parties to share vision and responsibility in carrying out HRM practices. This
is in line with Kim’s (2000) study highlighting that centralisation has lessened the civil
service organisations’ commitment to HRM and resulted in a lack of ownership towards
HRM.

7.3 Recommendations

This section discusses recommendations delivered by the study including capacity
improvement of the central agencies; revisiting the structure of the central agencies; revisiting
conflicting HRM policies; the involvement of line agencies; the commitment of leaders; the
political support from elected politicians and the commitment towards the new civil service
law 5/2014. These recommendations are discussed in the following section.

Capacity Improvement of the Central Agencies First and foremost, the central agencies
should be familiar with contemporary HRM knowledge before it can be implemented.
Therefore, the central agencies need to improve their capacity so that they can be familiar
with contemporary HRM knowledge. In addition, as a strategic partner, it is imperative for the
central agencies to also possess the capacity to understand the business process of the line
agencies to enable them to formulate HRM policies aligning with the line agencies’ goals. As
argued by Beer (1997) and Teo and Crawford (2005), the strategic role of the HRM function,
in the case of the central agencies, is to be able to work closely with the top management to
assess, diagnose and develop the alignment of the organisation with strategy; and this role
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will demand an understanding of the business and have good expertise in organisation design,
organisational change and intervention methods.

Revisiting the Structure of the Central Agencies As there are three central agencies, the
government should seek a strategic solution to enable them to work as a team and not in a
separated manner. The merger of the three line agencies might not be a solution in the short
term as it may trigger social and political ramifications considering that thousands of staff are
employed in the three agencies. As mandated to coordinate the central agencies, the MABR
should take the lead to actively communicate and coordinate all HRM issues as a unified
activity to ensure all the policies are interrelated and aligned. In addition, the establishment of
the Indonesian Civil Service Commission in late 2014 may also be able to reduce
fragmentation through strengthening coordination among the central agencies. In the long
term, however, merging these three central agencies could significantly reduce fragmentation
and at the same time, strengthen the management of the civil service through focusing more
on disseminating on HRM best practices and providing advice and assistance to line agencies.
As discussed earlier, the Malaysian civil service and the Korean civil service, which also
adopt a centralised HRM system (Kim, 2010; Moon & Hwang, 2013), hardly experience
fragmentation issues as these two countries only appoint one agency to oversee their HRM
(see section 7.1.3). On the contrary, the Mauritius civil service, which have multiple
authorities in managing its HRM, also experiences fragmentation as experienced by the
Indonesian civil service (McCourt & Ramgutty-Wong, 2003; also see section 5.2.1 of Chapter
5). This indicates that HRM may be best managed by a single authority than multiple
authorities. As suggested by Synnerstrom (2005) and Turner et al. (2009), the three central
agencies could be merged into one, allowing it to focus more on making general civil service
policies and legislation, managing the database on civil servants, monitoring civil service
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management, accrediting training programs and providing advisory services to the line
agencies.

Revisiting Conflicting HRM Policies

The findings revealed that some HRM policies

seem to contradict one another and this has hindered vertical and horizontal fit (see section
6.1 of Chapter 6). As highlighted by Becker et al. (1997), conflicting HRM policies will lead
to a ‘deadly combination’. Therefore, the contradictory HRM policies such as a recruitment
planning system using a fixed formula, entry level recruitment, promotion by rank, the policy
on pre-service and in-service training (specifically training for promotion), need to be
revisited to maximise their contribution to the achievement of the line agencies’ goals. As
raised by one of the assistant deputies at the MABR:
HRM policies are not static; they still can be reviewed for a better result. We should
revisit policies that do not support the line agencies’ goals.

The Involvement of Line Agencies Line management involvement is central to the vertical
and horizontal fit concept to ensure the undertaken HRM policies and practices are in line
with the objectives of the organisation. Becker and Huselid (2006) contend that the
involvement of line management provides a much clearer line of sight to an emphasis on
strategy execution. Therefore, involving the line agencies in the HRM policy-making process
will positively encourage the line agencies to share the same vision and the same
responsibilities with the central agencies. The policy cycle approach, practised in the
Australian public service (see section 3.1.2), could possibly become an approach in which the
Indonesian civil service can learn on how to involve line agencies in the policy-making
process. Negative responses were captured during the interview that the central agencies have
not been able to accommodate the needs of the line agencies and keep producing policies
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without ensuring whether the policies are applicable and whether the line agencies possess the
capacity to implement the policies.

HRM devolvement is still considered ineffective at this stage due to a long history of
nepotism, favouritism and political interest in the Indonesian civil service environment. There
is anxiety within the central agencies, the line agencies and the public that if HRM practices
are devolved to the line agencies, these issues will not be resolved. Prasojo (2012d) is also of
the view that a top-down approach (centralised system) would be better for Indonesia. As
also found by Turner et al. (2009) in the nine Indonesia’s local governments, 90 per cent of
their interviewees were afraid that HRM devolvement could result in increased nepotism,
corruption and abuse of power. Turner et al. also found that there was also a shortage of HRM
knowledge and skills at the line agencies making them unready for HRM devolvement. The
NCSA (2014) also claims that a centralised recruitment system using a computerised-based
tool has increased the public trust towards the recruitment result in the Indonesian civil
service. This indicates that the public still expects the central agencies to manage recruitment
centrally to avoid corruption, collusion and nepotism practices. As also stated by the Assistant
Deputy 1 at the MABR:
If HRM practices, for example, recruitment, are devolved to the line agencies, there
will likely be possibility that all the relatives will be recruited and appointed in that
agency.

Such anxiety towards HRM devolvement is also acknowledged by Ishii, Rohitarachoon and
Hossain (2013) in the Thailand and the Philippines local governments which notably have a
similar character to the Indonesian civil service. In their study, Ishii et al. found that HRM
devolvement to local governments has increased monopoly of power by local elites especially
in relation to recruitment and selection. As a result, capacities and capabilities of the civil
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service are even weaker. The fact that the centralised HRM system has produced a lack of
ownership towards HRM policies in the line agencies, as also experienced in the Korean civil
service (Kim, 2000), the Indonesian civil service is also not ready for HRM devolvement due
to the above reasons.

By saying that, there is also the possibility to devolve HRM practices in the Indonesian civil
service as the dynamic of the democracy and public involvement has increased the oversight
of civil service activities. As Condrey (2005) says, strategic HRM in the civil service
acknowledges the benefits of some centralising efforts, but also realises that HRM takes place
throughout the organisation and should support the organisation’s overall goals. In other
words, Condrey emphasises that the HRM function is shared between central agencies and
line agencies that use HRM services, for example, activities such as devising and
administering assessment centres, recruiting key personnel and restructuring organisational
classification systems. Further, the study observes that there are line agencies that have
certainly been ready to be given responsibilities to manage their own HRM, such as Agency
A and Agency C. Devolving HRM to the developed line agencies may motivate other line
agencies to improve their HRM system within their agencies. The attitude of the central
agencies in inclining to treat all line agencies alike should be re-examined as it can demotivate
the developed line agencies. In addition, along with the establishment of the Civil Service
Commission where one of its mandates is to supervise HRM practices in all line agencies to
ensure all HRM practices comply with law and are free from corruption, collusion, nepotism
and political intervention (MABR, 2015), it may be the right momentum to start considering
the devolvement of HRM specifically to the developed line agencies.
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The Commitment of the Leaders

Within the Indonesian context, the role of leaders is

imperative. As a country which adopts the paternalistic model, leaders are the ones that must
be followed and listened to. As the HRM Director of Agency C said:
I think leaders are dominant in determining the success of the HRM reform
implementation; I can tell you that the success of this agency in implementing the
HRM reform program ahead of others is only because the Minister and all senior
officials have a strong commitment towards reform. And because the commitment of
the leaders is seen by all staff, we do not find any obstacles to socialising the program
at all levels.

This is also in line with Tjiptoherijanto (2014) who emphasises that strong and determined
leadership is crucial to ensure successful HRM reform in Indonesia. A committed leader,
followed by the capacity of the HRM function to undertake a strategic role, will enable the
Indonesian civil service to step into the implementation of the vertical and horizontal fit
concept and benefit from it.

The Political Support from Elected Politicians

Civil

service

organisations

are

inseparable from the political intervention of the elected party and its coalitions. This affects
the way human resources are managed. As discussed earlier, successful HRM in the civil
service requires supports from both top management and elected politicians (Storey, 1989;
McCourt, 2001; UNDESA, 2005). Within the Indonesian context, the study reveals that the
elected politicians are often involved in HRM decisions, especially in local governments (see
Prasojo, 2012c). As further suggested by Prasojo (2012b), political support and commitment
from the elected politicians (the President, governors, regents and mayors), are required to
ensure human resources are professionally managed and is free from any political interests.
To do this, professional individuals with no political position should be chosen to lead
agencies. The findings highlighted that Agency A and Agency C, whose the top leaders by
chance came from professional backgrounds, have positively benefitted from HRM reform
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(see section 7.1.2). This is in line with the current vision of the Indonesia’s elected president,
Joko Widodo, that heads of agencies should free themselves from any political parties’
position in order that they can work professionally without the dual interests that can hamper
the achievement of national development goals (Kuwado, 2014).

The Commitment towards the New Civil Service Law No.5/2014

The other hope for

the possibility of the implementation of vertical and horizontal fit of strategic HRM in the
Indonesian civil service is the new Civil Service Law No.5/2014 which promotes a meritbased HRM system. As highlighted in the previous chapter, the notion of vertical and
horizontal fit can be seen such as senior positions recruitment; contract-based employees
recruitment; competence-based promotion; a merit-based remuneration system; and the Civil
Service Commission establishment (see section 5.7 of Chapter 5). For example, when the
existing employees are lack of competence needed to support organisational goals (vertical
fit), these needs should be addressed by creating needed positions then finding the right
people/competence through recruitment or promotion in an open and competitive manner. In
addition, aligned with this law, revisiting current HRM policies are required to ensure all
HRM policies are linked to line agencies needs and goals.

7.4 Contributions

The study contributes to best fit approach of strategic HRM in the civil service. Since the best
fit approach is rooted in the private sector, this study augments the strategic HRM literature in
terms of the feasibility of the implementation of the best fit approach in the civil service and
what factors should be considered to enable the civil service to benefit from the best fit
approach in a manner similar to its private sector counterparts. At the same time, the outcome
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of this study provides input to central agencies, line agencies and leaders in the Indonesian
civil service for potential improvement in the implementation of HRM practices to support
the achievement of not only the line agencies’ goals but also the overall bureaucratic reform
goals.

7.5 Limitations

Despite invaluable findings gathered from the study which can be specifically utilised by the
Indonesian civil service to better understand the benefit of vertical and horizontal fit in
improving the line agencies’ performances, there are also limitations which can be drawn
from this study. First, as highlighted in Chapter 4, this study focuses only on the elites or
senior officials in HRM departments. The exclusion of employees in the study has limited the
researcher from gaining a thorough understanding as to how the vertical and horizontal fit
concept affects their motivation to perform better and how vertical and horizontal fit could
improve the employees’ skills, knowledge and abilities to perform their job. Gaining
information from both the HRM function and the employees may provide richer insights on
the implementation of the best fit approach within line agencies. Secondly, the study only
observes four line agencies to understand how the HRM practices are carried out. More
comprehensive findings might be achieved if more line agencies are included in the study
especially local governments where HRM issues are more complex.

7.6 Future Research

The findings of this study raise a number of issues that could guide future research. As
highlighted previously, one of the limitations of the study is the exclusion of employees in the
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study (see section 7.6). Therefore, the inclusion of the employees for future research could
become an invaluable source of information to gain richer insights on the implementation of
the best fit approach within line agencies. Further, this study only investigates four line
agencies and therefore the findings may not be representative of the Indonesian civil service.
As discussed previously, the inclusion of more line agencies may provide a richer picture in
understanding the best fit approach in the Indonesian civil service and thus the findings may
be generalised. In addition, this study only examines the state of the vertical and horizontal fit
in the Indonesian civil service. Future research may focus on examining the relationship
between the best fit approach and line agencies’ performances. Such research may provide
invaluable contribution to the Indonesian civil service.

7.7 Conclusion

This thesis examines the best fit approach of strategic HRM, namely vertical and horizontal
fit in the Indonesian civil service. It is apparent that HRM in the Indonesian civil service has
been evolving following HRM trends in the civil service. Contemporary HRM including open
recruitment system, working goals-based performance system, job classification-based
performance allowance system, establishment of assessment centres for employee assessment
purposes, competence-based promotion system and training needs assessment system, has
been introduced, differentiating it from the old HRM practices. The new civil service law,
which was only enacted in January 2014, regulates more contemporary management of
employees, such as contract-based employee recruitment, merit-based remuneration system,
integrated education and training system during probationary period, employment
development program and on-the-job training program.
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In the context of the centralised HRM system adopted in the Indonesian civil service, as well
as contradictions in some HRM policies, the study suggests that vertical and horizontal fit is
practised in the line agencies which have been granted status as reformed agencies. Although
the literature suggests that HRM devolvement is determinant to vertical and horizontal fit, the
study indicates that vertical and horizontal fit, albeit limited, can still happen in a centralised
HRM system, such as in the Indonesian civil service. Familiarity with contemporary HRM,
strong support from the top leader, less political intervention as well as less corruption,
collusion, and nepotism in HRM practices has contributed to the prevalence of vertical and
horizontal fit in the reformed line agencies. By contrast, there is little evidence that the best fit
approach is practised in the line agencies which have not been granted status as reformed
agencies. Lack of knowledge on contemporary HRM and political intervention in HRM
practices are found as the impeding factors to the best fit approach.

The study indicates that the Indonesian civil service is inclined to adopt a centralised HRM
system due to corruption, collusion and nepotism in its HRM practices. In the context of
HRM devolution issues widely adopted in civil service organisations, the Indonesian civil
service, on the contrary, is even inclining to centralise its employee selection process which is
currently devolved to the line agencies. This indicates that the current priority of the
Indonesian civil service is to focus on eradicating corruption, collusion and nepotism in its
HRM practices.

To conclude, this study has addressed the dearth of strategic HRM research in the civil service
by providing empirical evidence on the applicability of the best fit approach in the Indonesian
civil service. It has therefore achieved its three specific aims, that is it enhances the
understanding of contemporary HRM in the Indonesian civil service, contributes to theory of
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strategic HRM by exploring vertical and horizontal fit in the civil service, and identifies
factors influencing the prevalence of vertical and horizontal fit which can be used for
improving HRM particularly in the Indonesian civil service and generally in civil service
organisations.
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APPENDICES

Appendix 1: Interview guide

A. Central Agencies

1.

Could you explain HRM policies introduced in HRM reform?

2.

How could HRM reform initiatives contribute to achieving the national goals?

3.

How do you ensure the need of line agencies are accommodated when formulating HRM
policies?

4.

How do you ensure HRM policies support one another (such as recruitment and selection,
performance management, remuneration, and training and development)?

5.

To what extent are line agencies involved in the HRM policy-making process?

6.

Could you explain your involvement in the implementation of HRM policies in line
agencies?

7.

How do you share responsibility with the line agencies?

8.

What factors contribute the alignment between HRM practices and the line agencies’
goals?

9.

What factors impede the alignment between HRM practices and the line agencies’ goals?

10. What factors contribute the alignment between HRM policies and the national goals?
11. What factors impede the alignment between HRM policies and the national goals?
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B. The National Bureaucratic Reform Team

1. Could you explain your role in the bureaucratic reform?
2. Could you explain the relationship between the national strategic plan and the
bureaucratic reform?
3. How do you ensure HRM reform initiatives could contribute to achieving the national
goals?
4. How do you ensure the implementation of the bureaucratic reform in line agencies is in
line with the national goals?
5. What factors contribute the alignment between HRM reform initiatives and the national
goals?
6. What factors impede the alignment between HRM reform initiatives and the national
goals?
7. What factors contribute the alignment between HRM practices and the line agencies’
goals?
8. What factors impede the alignment between HRM practices and the line agencies’ goals?
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C. Line agencies

1. Could you explain HRM practices introduced in HRM reform?
2. How do HRM reform policies contribute to achieving the agency’s goals?
3. What HRM practices do you do?
4. How do you ensure HRM practices contribute to achieving the agency’s goals?
5. How do you ensure HRM practices support one another (such as recruitment and
selection, performance management, remuneration, and training and development)?
6. To what extent are you involved in the HRM policy-making process?
7. To what extent are you involved in the HRM-related decisions?
8. How do you share responsibility with the central agencies?
9. How do the central agencies help you in the implementation of HRM policies?
10. How do you share responsibilities with working units?
11. What factors contribute the alignment between HRM practices and the line agencies’
goals?
12. What factors impede the alignment between HRM practices and the line agencies’ goals?
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Appendix 3 – Consent Form

Consent Form
Project Title
Human Resource Management System in the Bureaucratic Reform Context in the
Indonesian Civil Service
Consent Statement
I have read and understood the information about the research. I am not aware of any
condition that would prevent my participation, and I agree to participate in this project. I have
had the opportunity to ask questions about my participation in the research. All questions I
have asked have been answered to my satisfaction.

Name…………………………………………………………

Signature ………………………………………………………

Date ……………………………………….……………….
A summary of the research report can be forwarded to you when published. If you would like
to receive a copy of the report, please include your email address below.

Email…………………………………………………………………………….……………..
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Appendix 4: An example of vacancy notice at Agency B

Source: Agency B website
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