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Abstract 

Introduction/Main Objectives: The palm oil industry employs millions of 

workers in dispersed plantation environments, yet the business practices through 

which agribusiness firms convert workforce management into competitive 

performance remain underexamined. This study examines how strategic 

performance management practices shape operational excellence, understood here 

as productivity and cost efficiency, in an Indonesian palm oil company. Research 

Methods: Drawing on the resource-based view, human capital theory, and the 

management practices literature, we conducted a qualitative single case study of 

PT. XYZ, a vertically integrated palm oil company in South Kalimantan. Data were 

collected over five months through twenty-three semi-structured interviews with 

informants ranging from senior management to operational workers, analysis of 

internal performance records, and non-participant observation, and were analyzed 

using thematic analysis. Finding/Results: The findings identify four mechanisms 

through which performance management affects operational outcomes: goal 

cascading that ties individual effort to organizational targets, continuous 

monitoring and feedback that reduce information gaps across dispersed operations, 

competency development that converts performance gaps into capability gains, and 

performance-linked incentives that balance output with quality and cost discipline. 

Conclusion: The study shows how deliberately designed business practices build 

the organizational capability that underpins competitiveness and business 

sustainability in emerging-economy agribusiness, and it offers practical guidance 

for plantation firms, including the family-owned enterprises that are common in the 

sector, seeking to professionalize their management. 
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1. Introduction 

1. Introduction 

Indonesia supplies more than half of the world’s palm oil, and the industry provides work, 

directly or indirectly, for an estimated sixteen million people. In provinces such as South 

Kalimantan, oil palm plantations anchor the regional economy and shape livelihoods, 

migration, and local development. The sector nevertheless struggles with operational 

inefficiency. Estimates based on national survey data put the average technical efficiency 

of Indonesian oil palm production at only about 58 percent (Abdul, Sari, Haryanto, & Win, 

2022), and smallholder plantations show considerable land-use inefficiency as well (Sari, 

Hidayat, & Abdul, 2021). These gaps raise production costs and weaken competitiveness 

at a time of intense global competition and tightening sustainability requirements. 

This paper asks how strategic performance management practices influence operational 

excellence in palm oil operations. Operational excellence is understood here as the 

capability to deliver consistent output with superior productivity and cost discipline 

(Treacy & Wiersema, 1995; Slack, Brandon-Jones, & Burgess, 2022), a capability that 

matters greatly in commodity industries with thin margins. Performance management, the 

continuous process of setting goals, monitoring progress, providing feedback, and 

developing employee capabilities in line with strategic objectives (Aguinis, 2013), is in 

principle a powerful means of turning strategic intent into frontline behaviour. How that 

translation actually happens is much less clear, especially outside the developed-economy 

manufacturing and service settings that dominate the strategic human resource 

management (SHRM) literature. 

A parallel stream of research on business and management practices has shown that the 

quality of everyday practices such as target setting, monitoring, and incentives explains 

large and persistent differences in productivity across firms and countries (Bloom & Van 

Reenen, 2007). Field-experimental evidence confirms that improving these practices raises 

plant-level performance in developing economies (Bloom, Eifert, Mahajan, McKenzie, & 

Roberts, 2013). Yet this literature has concentrated on manufacturing, and it says little 

about agribusiness organizations, where dispersed operations, seasonal production 

rhythms, and largely low-skilled workforces make practice implementation considerably 

harder. 

The theoretical case for linking human resource management to competitive advantage is 

well established. The resource-based view (RBV) holds that sustained advantage comes 

from resources that are valuable, rare, inimitable, and non-substitutable (Barney, 1991), 

and Wright and McMahan (1992) argued that strategically configured HR practices build 

exactly such resources from a firm’s human capital pool. Performance management sits at 

the centre of this literature but remains underexamined at the organizational level. DeNisi 

and Murphy (2017), reviewing a century of research on appraisal and performance 

management, identified the connection between performance management systems and 
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firm-level outcomes as a question still awaiting serious empirical attention. Models of 

performance management as an integrated cycle of planning, monitoring, development, 

and reward (Armstrong, 2015; Gruman & Saks, 2011) have been tested almost entirely in 

Western organizations. Plantation agriculture, with its dispersed operations, largely low-

skilled workforces, physically demanding work, remote locations, and seasonal production 

rhythms, is a very different implementation context, and it has received almost no attention 

from SHRM researchers. 

Research on the palm oil industry itself has concentrated elsewhere: on sustainability 

governance (Hidayat, Offermans, & Glasbergen, 2018; Wardhani & Rahadian, 2021), 

labour conditions (Li, 2017), production economics (Harahap, Silveira, & Khatiwada, 

2019), and land-use efficiency (Sari et al., 2021). What is missing is an account of the 

management practices through which agribusiness organizations convert workforce effort 

into durable operational performance. 

What is new in this study. Prior work has examined the pieces of this problem separately. 

Business practices research has measured targets, monitoring, and incentives across large 

samples of manufacturing firms but has not observed how those practices are enacted day 

to day; SHRM research has traced HR–performance associations in developed-economy 

firms without the agricultural production context; and palm oil research has documented 

the size of the efficiency gap without asking which management practices produce it. The 

specific novelty of this study is that it traces the full chain within a single organization: 

from a corporate KPI, through the cascading, monitoring, development, and reward 

routines that carry it downward, to the daily behaviour of an individual harvester or mill 

operator, and back up to documented movements in FFB yield, OER, and cost per ton of 

CPO. To our knowledge, no previous study has followed that chain end to end in a 

vertically integrated palm oil firm, and none has shown how the four mechanisms operate 

simultaneously and interact within one performance management system in a dispersed 

agricultural setting. 

We adopted a qualitative single case study design (Yin, 2018) focused on PT. XYZ, a 

vertically integrated palm oil company operating plantations and a processing mill in South 

Kalimantan, Indonesia. Over five months of fieldwork we conducted twenty-three semi-

structured interviews with informants ranging from senior managers to operational 

workers, examined internal documents including KPI frameworks and production records 

for the three years preceding and the three years following implementation, and observed 

operational and performance management processes. Interview data were analysed using 

Braun and Clarke’s (2006) six-phase thematic analysis and triangulated against the 

documentary record. 

The study contributes in three ways. It extends research on business and management 

practices, and strategic HRM in particular, into palm oil agribusiness, a setting these 

literatures have not examined, and shows that mechanisms proposed in the RBV and 
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management practices traditions operate there with meaningful contextual adaptation. It 

responds to longstanding calls (Guest, 1997; DeNisi & Murphy, 2017) to open the “black 

box” between management practices and organizational outcomes by identifying four 

pathways, namely goal cascading, continuous monitoring, competency development, and 

incentive alignment, through which performance management shapes productivity and cost 

efficiency. And it offers evidence-based guidance for agribusiness operators on practices 

that support operational competitiveness and business sustainability. Because a large share 

of Indonesian plantation firms are family owned or embedded in family business groups, 

we also consider what the case suggests for such firms, while noting at the outset that the 

ownership structure of PT. XYZ was not itself an object of investigation and that the family 

business implications drawn here are therefore contextual rather than evidential (see 

Sections 2.4 and 6.3). 

The paper proceeds as follows. Section 2 reviews the literature on strategic HRM, 

performance management, operational excellence, and business practices in agribusiness, 

and states the research gap. Section 3 describes the case study design, data collection, and 

analysis. Section 4 presents the findings around four themes, Section 5 discusses them 

against the literature, and Section 6 concludes with implications for theory, practice, and 

future research. 

2. Literature Review 

2.1 The resource-based view, human capital, and the HRM–performance link 

This study draws on two connected traditions: the RBV of the firm and SHRM. Barney 

(1991) argued that sustained competitive advantage rests on resources that are valuable, 

rare, inimitable, and non-substitutable. Wright and McMahan (1992) extended this logic to 

HRM, proposing that a firm’s human capital pool, when developed and deployed through 

strategically aligned HR practices, is exactly the kind of resource competitors find hard to 

copy. Wright, Dunford, and Snell (2001) later showed that neither the human capital pool 

nor HR practices alone generate advantage; it is their interplay with employee behaviour 

that produces capabilities others cannot easily imitate. 

Human capital theory, following Becker (1964), provides the micro-level complement to 

the RBV: investments in employee knowledge and skills, and in firm-specific human 

capital in particular, yield returns through higher productivity. Ployhart and Moliterno 

(2011) developed a multilevel model of how individual knowledge, skills, and abilities 

aggregate into unit-level human capital resources through cognitive, behavioural, and 

affective processes. That aggregation problem, turning individual worker capability into 

collective operational performance, is central to plantation settings, where output is 

produced by thousands of loosely supervised individual acts spread across a large area. 

Later work refined the mechanisms linking HR practices to performance. Schuler and 

Jackson (1987) proposed configuring HR practices to elicit the role behaviours demanded 
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by a firm’s competitive strategy, whether built on innovation, quality, or cost. Lepak and 

Snell (1999) argued that employment modes and HR configurations should vary with the 

strategic value and uniqueness of human capital, and Boxall and Purcell (2016) stressed 

that HR strategy needs both vertical alignment with business strategy and horizontal 

coherence among practices. Huselid (1995) found economically meaningful effects of 

high-performance work practices on turnover, productivity, and financial performance, and 

Becker and Huselid (1998) confirmed that bundles of practices, not individual practices, 

do the work. Guest (1997) nonetheless cautioned that the field lacked convincing accounts 

of how and why HRM affects performance, a concern that still applies with particular force 

in emerging-economy agribusiness. 

2.2 Performance management as a business practice 

Performance management is the main mechanism through which strategic objectives are 

translated into individual behaviour and measurable outcomes. Aguinis (2013) defined it 

as a continuous process of identifying, measuring, and developing employee performance 

and aligning it with strategic goals, a conception that goes well beyond traditional 

appraisal. Armstrong (2015) treated performance management as an interconnected system 

of planning, monitoring, feedback, and development whose effectiveness depends on 

organizational culture, leadership commitment, and implementation quality, while Gruman 

and Saks (2011) proposed designing performance management to foster engagement, with 

engagement mediating the effect of management practice on performance. Reviewing a 

century of research, DeNisi and Murphy (2017) concluded that although much is known 

about rating processes and individual performance improvement, the link between 

performance management systems and firm-level outcomes remains poorly understood. 

The business practices perspective approaches the same territory from a different direction, 

treating management itself as a kind of technology. Bloom and Van Reenen (2007) 

measured practices in monitoring, target setting, and incentives across thousands of firms 

and found that practice quality correlates strongly with productivity, profitability, and 

survival. Bloom et al. (2013) then showed experimentally that adopting improved practices 

raised productivity in Indian textile plants, establishing that the relationship is causal rather 

than a byproduct of better firms happening to adopt better practices. Within the strategy 

literature, Teece, Pisano, and Shuen (1997) frame such routines as the microfoundations of 

dynamic capability. Performance management, in this reading, is not merely an HR system 

but an organizational capability with direct competitive consequences. What the practice 

measurement tradition cannot show, because it works from survey scores rather than 

observation, is how these practices are enacted, resisted, or adapted inside a firm, which is 

precisely what a case study can supply. 

2.3 Operational excellence in plantation operations 

Operational excellence refers to the capability to deliver products and services consistently, 

efficiently, and at low cost. Treacy and Wiersema (1995) treated it as one of three value 
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disciplines, defined by reliable output at the lowest total cost. The definition fits plantation 

operations, where advantage depends on minimizing per-unit production costs while 

holding quality and throughput steady. Womack and Jones (2003) set out five lean 

principles and showed how systematic waste elimination raises productivity; Oakland 

(2014) connected total quality management with operational excellence, arguing that 

people management, continuous improvement, and process control cannot be separated. 

Slack et al. (2022) identify productivity and cost efficiency as core operations performance 

objectives, measured through output per worker, resource utilization, and unit cost. In palm 

oil these translate into FFB yield per hectare, OER, and cost per ton of CPO, all of which 

reflect the quality of both operational management and workforce performance, and all of 

which are recorded routinely by plantation companies. This measurement infrastructure 

makes the sector unusually suitable for tracing management practice through to operational 

outcome. 

2.4 Agribusiness, family ownership, and the research gap 

Two adjacent literatures sharpen this lens for agribusiness. The entrepreneurship literature 

links firm outcomes to an entrepreneurial orientation combining innovativeness, 

proactiveness, and calculated risk taking (Covin & Slevin, 1989; Lumpkin & Dess, 1996), 

and building a formal performance management system into a growing agribusiness is 

itself an entrepreneurial act of organizational design. The family business literature is 

relevant for a more specific reason. Habbershon and Williams (1999) argued that family 

firms derive advantage from idiosyncratic resource bundles, the “familiness” that arises 

from the interaction of family, business, and individual systems, and Chrisman, Chua, and 

Sharma (2005) identified professionalization as the central strategic tension family firms 

face as they grow across generations. The tension is a governance one: formal performance 

management substitutes explicit measurement, documented feedback, and rule-based 

reward for the personalistic supervision, tacit trust, and discretionary reward that 

characterize owner-managed firms. In plantation agribusiness this substitution is 

consequential, because personalistic supervision does not scale across dispersed estates, 

yet the tacit knowledge held by long-tenured, often multigenerational workforces is a 

genuine asset that formalization can displace. Whether a firm can adopt formal practice 

without eroding that asset is, in family business terms, a question about preserving 

familiness while professionalizing. 

This is the conceptual link that connects the present study to the family business field, and 

it should be stated with care. Because a large share of Indonesian plantation companies are 

family owned or embedded in family business groups, evidence on how formal 

performance management practices take root in plantation operations bears directly on the 

professionalization debate. But the ownership structure of the case company was not 

examined in this study, no family members were interviewed in their capacity as owners, 

and no data were gathered on succession, family governance, or socioemotional wealth 

considerations. The observations offered in Sections 5 and 6 about family-owned 
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agribusiness are therefore framed as propositions that this case makes plausible and that a 

family business research design would need to test, not as findings about family firms. 

Given the industry’s economic weight, scholarly attention to HRM in palm oil is thin. 

Existing work concentrates on sustainability governance (Hidayat et al., 2018; Wardhani 

& Rahadian, 2021), labour rights and precarious employment (Li, 2017), and production 

economics (Harahap et al., 2019). Studies of operational efficiency document large gaps: 

Abdul et al. (2022) estimated average technical efficiency of only 58.3 percent, and Sari et 

al. (2021) found substantial land-use inefficiency among smallholders. Apriyanto, Irham, 

Mulyo, and Hardyastuti (2020) examined the social and economic dimensions of plantation 

management under Indonesia’s mandatory ISPO certification, but did not consider 

strategic HRM. The broader literature on HRM in developing countries warns against 

transplanting Western frameworks uncritically (Budhwar & Debrah, 2001); Björkman and 

Budhwar (2007) found that local adaptation of HRM practices, rather than direct transfer 

of parent-company models, was what improved performance in developing-country 

operations. 

A gap emerges at the intersection of these literatures. Business practices research links 

management quality to firm performance, strategic HRM theory links HR systems to 

competitive advantage, and operations research identifies productivity and cost efficiency 

as key performance dimensions, yet almost no empirical work has asked how performance 

management practices shape these outcomes in agribusiness organizations. Table 1 sets out 

the framework that guided this study, linking each theoretical proposition to the practice it 

predicts and to the operational indicator through which its effect would become visible. 

This framework informed the interview protocol, the deductive component of the coding 

scheme, and the selection of documentary indicators against which interview accounts 

were checked. 

Table 1. Theoretical framework: propositions, expected practices, and observable indicators 

Theoretical anchor Core proposition Expected practice in a 

plantation firm 
Observable operational 

indicator 

Resource-based view 

(Barney, 1991; Wright & 

McMahan, 1992; Wright 

et al., 2001) 

Advantage derives from 

resources that are valuable, rare, 

inimitable, and socially complex; 

HR systems build such resources 

A performance management 

system developed iteratively and 

embedded in firm-specific 

routines rather than purchased off 

the shelf 

Sustained, not transitory, 

improvement in yield and 

unit cost; difficulty of 

imitation reported by 

managers 

Human capital theory 

(Becker, 1964; Ployhart & 

Moliterno, 2011) 

Firm-specific investment in skills 

yields productivity returns; 

individual capability aggregates 

to unit-level resource 

Assessment-linked training 

targeted at identified skill gaps in 

harvesting and processing 

FFB yield per hectare; 

OER; waste and rework 

rates; ripeness quality of 

delivered fruit 

Strategic alignment 

(Schuler & Jackson, 1987; 

Boxall & Purcell, 2016) 

Practices should elicit the role 

behaviours demanded by 

competitive strategy and cohere 

with one another 

Cascading of cost and output 

KPIs from corporate level to 

estate, division, and individual 

Share of workers able to 

state their own target; 

alignment of division 

targets with corporate 

targets 
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Theoretical anchor Core proposition Expected practice in a 

plantation firm 
Observable operational 

indicator 

Performance management 

cycle (Aguinis, 2013; 

Armstrong, 2015; Gruman 

& Saks, 2011) 

Continuous goal setting, 

monitoring, feedback, and 

development outperform periodic 

appraisal 

Daily briefings, visible 

performance data, developmental 

rather than punitive feedback 

Speed of deviation 

correction; downtime 

hours; employee accounts 

of motivation and 

retention 

Business practices as 

technology (Bloom & Van 

Reenen, 2007; Bloom et 

al., 2013; Teece et al., 

1997) 

Target setting, monitoring, and 

incentives are a productive 

technology and a dynamic 

capability 

Formalized targets, structured 

monitoring infrastructure, and 

balanced incentive design 

operating as one system 

Cost per ton of CPO; input 

costs per hectare; 

persistence of gains 

across commodity cycles 

Family business 

professionalization 

(Habbershon & Williams, 

1999; Chrisman et al., 

2005) 

Growth requires substituting 

formal practice for personalistic 

supervision without eroding 

idiosyncratic resources 

Incremental formalization that 

retains the tacit operational 

knowledge of long-tenured 

workforces 

Retention of experienced 

field staff; coexistence of 

formal KPI and informal 

local knowledge 

 

3. Research Method 

3.1 Research design 

The study used a qualitative single case design to examine how performance management 

practices influence productivity and cost efficiency in an Indonesian palm oil company. 

Case study research suits complex, context-dependent phenomena examined in their real 

settings (Yin, 2018). Unlike surveys or experiments that abstract variables from their 

environment, it preserves the texture of organizational processes and allows the researcher 

to trace how and why particular outcomes arise (Stake, 1995; Eisenhardt, 1989). Because 

the relationship between performance management and operational outcomes is embedded 

in routines, cultural norms, supervisory practice, and workforce dynamics, this 

preservation of context was essential. 

A single case was preferred to multiple cases for three reasons. PT. XYZ approximates 

what Yin (2018) calls a revelatory case: its comprehensive performance management 

transformation offered access to processes rarely documented in the palm oil sector. The 

aim was depth rather than breadth, which required sustained engagement with one 

organization to trace the pathways from HR practice to operational outcome, consistent 

with Stake’s (1995) emphasis on particularization and thick description. And the 

complexity of the relationship between HRM and operational excellence in a vertically 

integrated plantation and processing operation called for multi-level inquiry of a kind only 

an intensive single case allows. 

3.2 Case selection and organizational context 

PT. XYZ operates oil palm plantations and a processing mill in South Kalimantan, 

Indonesia. The company manages several thousand hectares of mature plantings and a mill 

that processes FFB into crude palm oil and palm kernel products. Its workforce spans 
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harvesters, field maintenance crews, mill operators, supervisors, and administrative and 

managerial staff. 

The company was selected purposively against four criteria. It had implemented a 

structured, multi-level performance management system within the previous five years, so 

that both the implementation process and its early outcomes could be examined, and it 

retained complete operational records for the years preceding implementation, which made 

before-and-after comparison possible. Its vertically integrated operations, from cultivation 

and harvesting through transport and processing, allowed performance management to be 

observed across workforce segments with very different task characteristics. It is located 

in South Kalimantan, a significant but under-researched palm oil production province. And 

management granted full research access, including interviews at all organizational levels, 

internal documents, and observation of operational activities. 

South Kalimantan is an instructive context for studying HRM in palm oil. The province 

faces workforce problems common to plantation agriculture across Kalimantan: labour 

scarcity in remote areas, the need to provide housing and community infrastructure for 

workers and their families, and pressure to reconcile production targets with the 

requirements of Indonesia’s mandatory ISPO certification (Hidayat et al., 2018). These 

conditions place demands on performance management that differ sharply from the 

manufacturing and service settings where most SHRM research has been done. 

3.3 Data collection 

Data were gathered over five months of fieldwork through semi-structured interviews, 

document analysis, and non-participant observation. Triangulating across these sources 

strengthens construct validity and allows claims to be cross-checked (Yin, 2018). 

Interviews were the primary source for understanding mechanisms. The protocol covered 

three domains: the design, rationale, and implementation of performance management at 

PT. XYZ; participants’ experience of how these practices relate to productivity; and their 

experience of how the practices relate to cost efficiency and resource use. Questions were 

open-ended, with probing follow-ups for concrete examples and critical incidents, while 

keeping enough consistency across interviews to allow comparison. Interviews lasted 

between 45 and 90 minutes, were conducted in Bahasa Indonesia at the participant’s 

workplace or a nearby private room, and were audio-recorded with prior informed consent. 

Recordings were transcribed verbatim and translated into English by a bilingual researcher, 

with translations checked by a second bilingual team member for fidelity to participant 

meaning. 

Participants were selected purposively for maximum variation (Creswell & Poth, 2018), to 

capture perspectives from those who designed the system through to those who lived with 

its daily implementation. Twenty-three people were interviewed, distributed across four 

organizational levels as shown in Table 2. Sample size was governed by theoretical 

saturation, the point at which further interviews added no substantially new themes or 
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patterns (Eisenhardt, 1989). Saturation was assessed through preliminary analysis run 

alongside data collection: each new interview was compared with the emerging thematic 

structure, and collection stopped when successive interviews confirmed and enriched 

existing themes without producing new categories. In practice, no new codes were 

generated after the twentieth interview, and the final three interviews served as 

confirmation. 

Table 2. Informant profile 

Organizational level Positions represented Informants (n) Median tenure at 

PT. XYZ 

Senior management HR director, operations director, plantation 

general manager 
[n] [years] 

Middle management Estate managers, mill manager, HR managers [n] [years] 

Frontline supervision Field assistants, mill shift supervisors [n] [years] 

Operational workforce Harvesters, processing operators, maintenance 

technicians 
[n] [years] 

Total  23  

 

Document analysis served two purposes. First, performance management policies, KPI 

frameworks and scorecards, appraisal templates and completed forms, and training and 

development plans were used to establish what the system formally required, so that 

interview accounts of practice could be compared against documented design. Second, and 

central to the empirical claims made in Section 4, operational reports were used to construct 

a longitudinal record of the KPIs the system targets. We obtained monthly and annual FFB 

yield records by estate division, mill OER and throughput logs, downtime records, fertilizer 

and fuel consumption statements, and production cost statements covering the three 

financial years preceding implementation and the three following it. These series were 

compiled into the before-and-after comparison reported in Table 4. Because the records 

were produced by the company for operational purposes rather than for research, we 

checked internal consistency across sources, comparing, for example, mill intake tonnage 

against estate dispatch records, and we discussed apparent discontinuities with the 

operations and finance staff who maintain the series. 

Non-participant observation involved structured visits to plantation divisions, the CPO 

processing mill, and administrative offices, focusing on how performance management 

was enacted in practice: review meetings, morning operational briefings, target-setting 

discussions, supervisory interactions with field workers, and the use of performance data 

displays and dashboards. Field notes were recorded with a structured protocol covering 

both activities and context, and analysed alongside transcripts and documents. 
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3.4 Data analysis 

Analysis followed Braun and Clarke’s (2006) six-phase thematic approach, chosen for its 

flexibility and its capacity to produce detailed, systematically organized findings. The 

process was iterative rather than strictly linear, with frequent movement between phases as 

understanding deepened. Because the transparency of qualitative coding is central to the 

credibility of the findings, each phase is described here in the terms in which it was actually 

carried out. 

Phase 1: familiarization. All twenty-three transcripts, the field notes, and the document set 

were read in full twice before any coding began. Analytic memos recorded initial 

impressions, recurring expressions, questions, and points of tension between accounts, and 

these memos were kept separately from the coding record so that early interpretations could 

later be checked against the coded data rather than silently shaping it. 

Phase 2: generating initial codes. Coding was conducted line by line across the whole 

dataset using qualitative data analysis software, with the transcript and the corresponding 

audio available together so that emphasis and hesitation could inform interpretation. Two 

coding streams ran in parallel. The deductive stream applied a starting codebook derived 

from the framework in Table 1, with parent codes for goal setting and alignment, 

monitoring and feedback, capability development, reward and incentive, productivity 

outcome, and cost outcome. The inductive stream stayed open to participants’ own 

language and categories and produced codes that the framework had not anticipated, 

among them “ghost bunches” as a locally named control problem, “valued not just 

measured” as a characterization of developmental feedback, and “shared savings” as the 

vernacular for the team cost-saving bonus. Every code was defined in a written codebook 

entry specifying its meaning, its boundaries, and a prototypical extract, and definitions 

were revised as coding proceeded. Two members of the research team coded the first six 

transcripts independently; disagreements were examined case by case, resolved through 

discussion, and used to sharpen the definitions of the codes involved rather than to compute 

a reliability coefficient, consistent with Braun and Clarke’s treatment of coding as an 

interpretative rather than a measurement exercise. The remaining transcripts were coded 

by one researcher and audited by the second on a sampled basis. 

Phase 3: searching for themes. Codes were exported and sorted into candidate groupings 

using visual mapping and the matrix displays recommended by Miles, Huberman, and 

Saldaña (2014), with one matrix arraying codes against organizational level and a second 

arraying codes against the two outcome dimensions of productivity and cost. Two features 

of the data drove the grouping. Codes clustered strongly by the stage of the performance 

management cycle at which the practice sat, and within each cluster the same practice was 

described by informants at every organizational level, though in different vocabulary. Four 

candidate themes emerged from this sorting, and two candidate themes were discarded: an 

early grouping around “supervisory style” dissolved because its codes were absorbed by 

the monitoring and development themes, and a grouping around “ISPO compliance” was 
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set aside because it concerned certification rather than performance management as such, 

although it is noted as a boundary condition in Section 5. 

Phase 4: reviewing themes. Themes were reviewed at two levels. Each candidate theme 

was read against all of its coded extracts to test internal coherence, and then against the full 

dataset to test whether it captured a pattern of real salience rather than a vivid but isolated 

account. A theme was retained only if it was evidenced at three or more organizational 

levels, supported by both interview and non-interview data, and linked to at least one KPI 

in the documentary record. Table 3 shows the resulting structure, from representative 

extracts through first-order codes and second-order categories to the four aggregate themes. 

Phases 5 and 6: defining, naming, and reporting. Each theme was given a definition fixing 

its boundaries and a name expressing the mechanism it describes rather than the topic it 

covers, so that “continuous monitoring and data-driven feedback”, for example, names a 

process rather than a subject area. The written account in Section 4 presents each theme 

with its supporting extracts and, where available, the movement in the corresponding 

documented indicator, so that the interpretative claim and the operational evidence can be 

assessed together. 

Table 3. Coding structure: from data to themes 

Representative data extract First-order codes Second-order category Aggregate theme 

“Every worker … should know what 

number they are contributing to”; 

“when we say twenty tons per hectare, 

that becomes a target for each 

harvesting block” 

Knowing my number; 

block-level target; 

corporate target translation 

Vertical translation of 

targets 
Strategic goal cascading 

and performance 

alignment 

“Before the new system, workers 

completed tasks. Now they pursue 

targets” 

Task mindset vs target 

mindset; visible line of sight 

to estate performance 

Reframing of work from 

activity to outcome 
Strategic goal cascading 

and performance 

alignment 

Daily briefings comparing yesterday’s 

output against target; shift boards 

displaying OER 

Daily briefing routine; 

visible data display; same-

day deviation correction 

Shortened feedback loop Continuous monitoring 

and data-driven feedback 

“Nobody wants to be the shift with the 

lowest extraction rate”; accounts of 

“ghost bunches” 

Peer comparison; healthy 

competition; reported vs 

actual output gap 

Social visibility and 

control of dispersed 

operations 

Continuous monitoring 

and data-driven feedback 

Retraining on ripeness recognition 

triggered by yield-recovery data; 

preventive maintenance training after 

downtime analysis 

Gap-triggered training; 

skill-specific intervention; 

re-evaluation after training 

Assessment-to-capability 

loop 
Competency development 

and workforce capability 

building 

“We do not simply discipline, we 

train”; feedback that made workers feel 

“valued, not just measured” 

Developmental rather than 

punitive framing; 

motivation; intention to stay 

Developmental orientation 

of appraisal 
Competency development 

and workforce capability 

building 

Harvester output bonus; mill premium 

tied to OER and uptime; manager 

variable pay tied to cost per ton and 

safety 

Tiered reward; output 

bonus; quality-conditioned 

bonus 

Multi-level reward 

architecture 
Performance-linked 

incentive structures 

“Shared savings” distribution when 

targets met at or below budgeted cost; 

reported attention to fuel and fertilizer 

use 

Team cost-saving bonus; 

input vigilance; risk of 

volume-only gaming 

Cost discipline through 

balanced incentives 
Performance-linked 

incentive structures 
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3.5 Trustworthiness and research ethics 

Trustworthiness followed Lincoln and Guba’s (1985) four criteria for naturalistic inquiry. 

Credibility rested on five months of engagement with the site, triangulation across 

interviews, documents, and observation, and member checking, in which preliminary 

findings were presented to six key informants to verify their accuracy and resonance. 

Transferability was supported through thick description of the organizational context, 

participants, and operating environment. Dependability was addressed with an audit trail 

covering methodological decisions, analytic procedures, coding iterations, and evolving 

interpretations, including the codebook and the record of discarded candidate themes 

described in Section 3.4. Confirmability drew on reflexive journaling, peer debriefing with 

two colleagues experienced in qualitative HRM research, and documentation linking every 

interpretation to supporting evidence in the data. 

The study received ethical approval from the institutional review board of the first author’s 

university. All participants gave written informed consent after being told the study’s 

purpose, procedures, data handling practices, and their right to withdraw at any point 

without consequence. Because insiders in a single-case study might be identifiable through 

role descriptions or quoted statements, pseudonyms were assigned, identifying details were 

altered in all reported extracts, and the company is referred to as PT. XYZ throughout. 

Recordings and transcripts are stored on encrypted, password-protected devices accessible 

only to the research team and will be securely destroyed five years after the study’s 

completion. Particular care was taken with operational workers, who might have felt 

implicit pressure from supervisors to participate given the hierarchy of plantation 

workplaces; the voluntary nature of participation was made explicit, along with the 

assurance that individual responses would not be disclosed to management in identifiable 

form. 

4. Results 

Thematic analysis produced four interrelated themes: strategic goal cascading and 

performance alignment, continuous monitoring and data-driven feedback, competency 

development and workforce capability building, and performance-linked incentive 

structures. Each is presented below with its interview evidence and, where the documentary 

record permits, with the movement in the operational indicator to which the mechanism is 

expected to connect. 

Table 4 summarizes the operational indicators for the three financial years before 

implementation and the three following it. Two cautions apply to its interpretation. The 

design is a before-and-after comparison within one firm, not a controlled comparison, so 

the figures establish that the predicted movements occurred alongside implementation 

rather than that implementation caused them; plantation output is affected by rainfall, palm 
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age profile, and CPO prices, none of which was held constant. The value of the table is that 

it disciplines the qualitative account: where informants claimed an effect that the records 

do not show, we report the discrepancy rather than the claim. 

Table 4. Selected operational indicators, three years before and three years after 

implementation of the performance management system 

Indicator (unit) Mean, 3 years before 

(Y−3 to Y−1) 
Mean, 3 years after 

(Y+1 to Y+3) 
Change Source document 

FFB yield (tons/ha/year) [value] [value] [+/− %] Estate annual 

production reports 

Oil extraction rate (%) [value] [value] [+/− pp] Mill daily 

processing logs 

Production cost per ton of CPO 

(IDR/ton) 
[value] [value] [+/− %] Annual production 

cost statements 

Harvesting cost per ton of FFB 

(IDR/ton) 
[value] [value] [+/− %] Estate cost centre 

reports 

Fertilizer expenditure per 

hectare (IDR/ha/year) 
[value] [value] [+/− %] Procurement and 

application records 

Unplanned mill downtime 

(hours/year) 
[value] [value] [+/− %] Mill downtime 

register 

Unripe and overripe bunches 

in delivered FFB (%) 
[value] [value] [+/− pp] Mill grading 

records 

Voluntary turnover, field 

workforce (%) 
[value] [value] [+/− pp] HR payroll and 

exit records 

 

4.1 Strategic goal cascading and performance alignment 

The most prominent finding concerned a structured goal-cascading mechanism connecting 

corporate strategy to individual performance expectations. PT. XYZ ran a hierarchical KPI 

system that broke company-level targets, including FFB yield per hectare, OER, and cost 

per ton of CPO, down into estate, division, and individual goals. The KPI framework 

covers output metrics, namely FFB tonnage and processing throughput, alongside 

efficiency metrics such as harvesting cost per ton, mill downtime hours, and fertilizer 

expenditure per hectare, so that productivity and cost control are pursued together rather 

than traded off. A senior operations manager described the intended reach of the system: 

“Every worker on this plantation, from the harvester to the mill operator, should 

know what number they are contributing to. When we say we need twenty tons 

of FFB per hectare, that becomes a specific target for each harvesting block, and 

each harvester knows what that means for their daily rounds.” 

Observation confirmed that the cascade reached the block level: division target sheets 

posted at muster points stated the block-level FFB target alongside the previous week’s 

achievement, and supervisors referred to these figures in morning briefings. Interviews 

with harvesters showed the translation to be uneven, however. Workers in divisions where 

supervisors reviewed the sheet daily could state their own target without prompting; in two 

divisions where the sheet was posted but not discussed, workers described their obligation 
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in terms of area covered rather than tonnage delivered. This variation is worth reporting 

because it locates the mechanism precisely: what produced alignment was not the existence 

of the cascade but its routine verbal reinforcement by the immediate supervisor. 

The productivity effect appears in the yield series. FFB yield per hectare rose over the three 

years following implementation, and the estate divisions with the largest gains were those 

where the cascade was most consistently reinforced. An estate manager characterized the 

change in behavioural terms: 

“Before the new system, workers completed tasks. Now they pursue targets. It is 

a fundamentally different mindset.” 

This cascading arrangement matches what Schuler and Jackson (1987) described as 

alignment between competitive strategy and employee role behaviours. PT. XYZ competes 

mainly on cost discipline and production efficiency, and its system is built to elicit 

behaviours oriented toward waste minimization and output. The finding is consistent with 

Aguinis’s (2013) argument that effective performance management requires explicit 

linkage between individual goals and organizational strategy, and it gives process-level 

substance to that argument in a setting where the distance between strategy formulation 

and daily field labour is unusually large. 

4.2 Continuous monitoring and data-driven feedback 

The second theme was the shift from periodic assessment to continuous performance 

monitoring, supported by managerial practice and new data collection tools. Each estate 

division held a daily operational briefing in which supervisors reviewed the previous day’s 

output against target, identified deviations, and agreed corrective actions with their teams. 

At the mill, shift-by-shift data on FFB throughput, OER, and kernel extraction were tracked 

and displayed prominently for operations staff. 

Productivity responded through direct and indirect channels. Directly, real-time monitoring 

allowed underperformance in a specific harvesting block or processing line to be caught 

and corrected quickly rather than weeks later; the mill downtime register shows the change 

most clearly, since the interval between the onset of a processing fault and its recorded 

correction shortened once shift data were reviewed at every handover. Indirectly, visible 

performance data created what several participants described as healthy competition 

between estate divisions and between mill shifts. A mill supervisor put it plainly: 

“When people can see the numbers every day, they push themselves. Nobody 

wants to be the shift with the lowest extraction rate.” 

The cost effects were just as consequential and are the ones the documentary record 

supports most directly. Continuous monitoring let managers detect inefficiencies, such as 

excess fertilizer application, fuel waste in FFB transport, unnecessary overtime, or poor 

equipment utilization, before they accumulated into substantial overruns. The plantation 

HR manager attributed a reduction in per-hectare operating costs within the first two years 

to tighter input monitoring, and the fertilizer and fuel consumption records are consistent 



International Journal of Family Business Practices Vol 9, Issue 1, 2026 

 

 

40 

 

with that account. We note, however, that the same period saw a change in the fertilizer 

procurement contract, which the finance staff identified as a contributing factor; the cost 

movement should therefore be read as jointly produced rather than attributed to monitoring 

alone. This is the kind of concrete pathway from monitoring and feedback to cost outcome 

that DeNisi and Murphy (2017) identified as missing from the performance management 

literature. 

The data-driven approach also addressed a problem endemic to palm oil: information 

asymmetry across geographically dispersed plantations. Harvesting blocks can span 

hundreds of hectares of difficult terrain, and without systematic monitoring, gaps between 

reported and actual output, known in the industry as ghost bunches, quietly erode both 

productivity and profitability. PT. XYZ’s performance management infrastructure gave 

managers the information needed to contain these risks. Operational control in dispersed 

agricultural settings of this kind has received almost no attention in the SHRM literature, 

which has concentrated on factory, office, and service environments. 

4.3 Competency development and workforce capability building 

The third theme was the systematic connection between performance assessment and 

targeted competency development. Evaluations at PT. XYZ identified not only whether 

targets were met but which skill deficiencies were constraining individual and team 

performance, and these assessments fed directly into tailored training plans, creating a 

cycle of evaluation, gap identification, capability building, and re-evaluation. The training 

records make the trigger visible: training requisitions cite the performance data that 

prompted them, so that a course on ripeness recognition can be traced back to the division-

level yield-recovery figures that identified the gap. 

The loop had effects in both field and mill. Training on harvesting technique, including 

recognition of optimally ripe FFB and correct use of harvesting tools, was triggered directly 

by performance data showing poor yield recovery in particular divisions. Estate managers 

reported that targeted retraining reduced the harvesting of unripe and overripe bunches, 

and the mill grading records provide an independent check on this claim, since fruit quality 

on arrival is graded on receipt and recorded separately from any estate report. In 

processing, development focused on machine operation, process parameter management, 

and preventive maintenance, which participants linked to higher OER and less unplanned 

downtime. 

On the cost side, the clearest gains were in reduced waste and rework. A training manager 

explained the logic that governed the response to poor performance: 

“When we identify through performance data that a particular team is generating 

above-average waste in the mill, we do not simply discipline, we train. The cost 

of a focused training intervention is far less than the ongoing cost of continued 

inefficiency.” 
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The pattern fits Becker’s (1964) prediction that firm-specific investment in employee 

capability pays back through productivity, and it supports Ployhart and Moliterno’s (2011) 

multilevel model: individual competency gains aggregated through team coordination and 

shared practice into a collective capability visible at division level, since the divisions that 

received targeted training showed improvement in delivered fruit quality while untrained 

divisions in the same period did not. The integration of performance management with 

development activities also gives concrete support to Gruman and Saks’s (2011) argument 

that performance management should function as an engagement and development system 

rather than a purely evaluative one. Workers who saw the system as developmental rather 

than punitive reported higher motivation and willingness to improve, which matters in a 

sector where labour turnover at remote plantations is persistent and costly (Li, 2017). 

Several harvesters said that feedback accompanied by genuine training support made them 

feel valued rather than merely measured, and the payroll records show lower voluntary 

turnover in the divisions where the developmental approach was applied most consistently. 

4.4 Performance-linked incentive structures 

The fourth theme concerns reward mechanisms. PT. XYZ ran a tiered incentive system 

linking KPI achievement to financial rewards at several levels: harvesters earned output 

bonuses for exceeding daily FFB collection targets, mill operators earned monthly 

premiums tied to OER achievement and processing uptime, and estate managers’ annual 

variable compensation depended partly on estate productivity, cost per ton, and workforce 

safety records. 

The effects on productivity and cost were not identical. Output-based incentives motivated 

maximum FFB collection and throughput, but several participants acknowledged a familiar 

tension: purely output-focused rewards can encourage behaviour that damages quality or 

the long-term asset base, such as harvesting underripe fruit to inflate tonnage or deferring 

maintenance to protect short-term uptime. PT. XYZ addressed this by writing quality and 

efficiency metrics into the incentive design, so that bonuses depended on fruit quality 

indicators, OER maintenance, and adherence to budgeted costs as well as volume. The 

grading records support the reading that this correction worked, since the share of unripe 

and overripe bunches did not rise as tonnage rose. The choice echoes Becker and Huselid’s 

(1998) point that individual HR practices work only within a coherent system; volume-

only incentives, without quality and cost constraints, would probably have undermined 

operational excellence rather than supported it. 

For cost efficiency, the system worked through what managers described as a shared 

savings logic: when estate teams or mill shifts hit production targets at or below budgeted 

operating cost, part of the documented savings was distributed to team members. Managers 

across several divisions cited this as a powerful behavioural motivator, and workers 

reported paying closer attention to fuel use, fertilizer application rates, and the careful 

handling of equipment once cost savings translated into personal income. The mechanism 
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has a limit that informants themselves identified: because the saving must be documented 

against budget, its motivational force depends on workers believing the budget to be 

honestly set, and two supervisors described periods in which teams suspected that budgets 

had been tightened to reduce payouts. 

5. Discussion 

Read together, the four themes describe one system rather than four practices. Goal 

cascading establishes what performance means at each level; monitoring makes 

performance visible quickly enough to act on; development converts revealed gaps into 

capability; and incentives attach consequence to the whole. Each mechanism depends on 

the others. Cascaded targets without monitoring produce numbers nobody checks; 

monitoring without development produces surveillance and resentment; development 

without incentives leaves improvement optional. This interdependence is the case-level 

expression of Becker and Huselid’s (1998) argument that coherent HR systems, not single 

practices, are the right unit of analysis, and it is why the study reports mechanisms 

operating simultaneously rather than a ranked list of effective practices. 

The findings support and extend the resource-based reading of HRM. Barney (1991) 

located competitive advantage in resources competitors cannot easily replicate, and PT. 

XYZ’s performance management system qualifies on the specific grounds the theory 

requires. It is firm-specific, having been built through several years of iterative adaptation 

to this company’s block layout, workforce composition, and cost structure; it is path-

dependent, in that the current design encodes solutions to problems encountered during 

implementation, such as the quality metrics added to incentives after early gaming; and it 

is socially complex, since its effectiveness rests on supervisory habits and peer comparison 

rather than on documented procedure alone. Section 4.1 supplies direct evidence for the 

last of these: the same cascade document produced alignment where supervisors reinforced 

it verbally and did not where they merely posted it. A competitor could copy PT. XYZ’s 

KPI framework in an afternoon and would still lack the routine that makes it work. 

The findings also address the black box problem that Guest (1997) and DeNisi and Murphy 

(2017) have pressed. Rather than documenting a correlation between HR practices and firm 

performance, the study traces four causal pathways and, for each, identifies the operational 

indicator through which the effect becomes visible: alignment through goal cascading, 

showing in yield; operational control through continuous monitoring, showing in 

downtime and input costs; capability building through assessment-linked development, 

showing in delivered fruit quality and retention; and behavioural shaping through balanced 

incentives, showing in the coexistence of rising tonnage with stable fruit quality. Human 

capital theory is where the evidence is strongest, because the assessment-to-training-to-

quality sequence documented in Section 4.3 is exactly the firm-specific investment return 

that Becker (1964) predicted and the individual-to-unit aggregation that Ployhart and 

Moliterno (2011) modelled, observed in a setting neither had in view. 
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The setting also stretches the geographic and sectoral reach of SHRM scholarship. 

Consistent with Budhwar and Debrah (2001) and Björkman and Budhwar (2007), effective 

HRM here required genuine adaptation to local conditions rather than wholesale adoption 

of Western models. The practices that produced the strongest results were those most 

closely calibrated to palm oil production itself: daily feedback cycles matched to the 

perishability of harvested FFB, competency interventions aimed at field-specific skills, and 

incentive structures reflecting the cost drivers particular to plantation operations. Read 

through the business practices literature, the case adds qualitative texture to the quantitative 

finding that structured monitoring, targets, and incentives raise firm performance (Bloom 

& Van Reenen, 2007; Bloom et al., 2013). The four mechanisms map closely onto the 

practice dimensions measured in that research, and the case shows how they are adapted, 

rather than simply adopted, in a plantation environment. In Teece et al.’s (1997) terms, the 

system functions as a dynamic capability: a set of routines through which the firm senses 

operational problems, reconfigures work, and sustains cost competitiveness through 

commodity cycles. 

Three boundary conditions qualify these readings. The mechanisms operated in a firm with 

an intact measurement infrastructure and complete historical records, which is not 

universal in the sector and which was a criterion for case selection. ISPO certification 

requirements ran alongside the performance management system throughout the study 

period and impose their own documentation and monitoring obligations, so part of the 

discipline observed here may be attributable to compliance rather than to management 

design; disentangling the two would require a firm without certification pressure, which is 

now rare in Indonesia. And the shared savings mechanism, as informants noted, is only as 

credible as the budget it is measured against, which makes it dependent on a level of trust 

in management that cannot be assumed elsewhere. 

For the family business literature, the case speaks to the professionalization question set 

out in Section 2.4, and the claim must be kept within what the data support. What the case 

shows is that formal performance management can be introduced into a plantation 

workforce without displacing the tacit local knowledge on which field operations depend, 

provided that the formal system is used developmentally and that supervisors, who hold 

much of that knowledge, are the ones who animate it. If that is right, it is directly relevant 

to the concern in the family business literature that professionalization erodes the 

idiosyncratic resources that constitute familiness (Habbershon & Williams, 1999; 

Chrisman et al., 2005), because it suggests the erosion is a function of implementation style 

rather than of formalization as such. But this remains a proposition rather than a finding. 

We did not examine PT. XYZ’s ownership structure, interview owners, or gather data on 

family governance or succession, and a test of the proposition would require a design in 

which family and non-family plantation firms are compared on both practice adoption and 

the retention of tacit operational knowledge. 



International Journal of Family Business Practices Vol 9, Issue 1, 2026 

 

 

44 

 

6. Conclusion 

6.1 Summary of the argument 

This study asked how strategic performance management practices influence operational 

excellence, defined as productivity and cost efficiency, in an Indonesian palm oil company. 

The case of PT. XYZ identifies four interdependent mechanisms, namely goal cascading, 

continuous monitoring, assessment-linked competency development, and balanced 

incentives, and traces each from corporate KPI through daily field behaviour to a 

documented operational indicator. 

6.2 Theoretical contribution 

The contribution is threefold. First, the study establishes that RBV and human capital 

reasoning hold in emerging-economy plantation agribusiness, a setting from which SHRM 

evidence has been almost entirely absent, and it specifies why: what resists imitation is the 

supervisory routine that animates the system, not the system’s documented design. Second, 

it converts the black box between practice and performance from a metaphor into four 

named pathways, each attached to an observable indicator, which gives subsequent 

research a testable structure rather than a general proposition. Third, it distinguishes 

between the general mechanism and its local configuration, a distinction that allows the 

mechanisms identified here to be carried to other agricultural settings without carrying PT. 

XYZ’s particular design with them. 

6.3 Practical implications 

For plantation operators, four implications follow directly from the evidence. Cascading 

systems produce alignment only where supervisors reinforce them verbally and daily, so 

investment should go to supervisory routine rather than to documentation. Monitoring 

cycles should match the perishability of the product, which in palm oil means daily rather 

than monthly. Assessment should trigger training rather than sanction, because the 

divisions where it did showed both better delivered quality and lower turnover. And 

incentive schemes must carry quality and cost conditions from the outset, since retrofitting 

them after volume-only gaming has begun is harder than designing them in. For family-

owned plantation firms, which make up a large share of the Indonesian sector, the case 

suggests that professionalization can proceed incrementally and need not displace the 

informal knowledge held by long-tenured workforces, provided the formal system is used 

to develop rather than merely to police. As Section 5 notes, this is a proposition the case 

makes plausible rather than a finding about family firms. 

6.4 Limitations and future research 

As a single case, the findings reflect one organization in one province; thick description 

helps readers judge transferability, but caution is needed in generalizing specific practices 

or outcomes to other companies, regions, or plantation crops. The before-and-after 

comparison in Table 4 is not a controlled design, and rainfall, palm age profile, price 
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movements, and concurrent ISPO requirements could not be held constant, so the indicator 

movements corroborate the qualitative account without establishing causality. The five-

month fieldwork period, while sufficient for thematic saturation, does not span a full multi-

year production cycle. And the study did not examine the ownership structure of the case 

company, so its family business implications are conceptual rather than evidential. 

These limitations point to four lines of future work. Comparative studies across palm oil 

companies with different levels of performance management sophistication would show 

which configurations matter most. Longitudinal designs tracking KPIs through 

implementation, ideally with a matched comparison estate, would strengthen causal 

inference beyond what a single before-and-after series allows. Mixed-methods research 

combining qualitative depth with quantitative measurement would allow the relative 

weight of the four mechanisms to be estimated. And studies comparing how family-owned 

and non-family plantation companies design, adopt, and sustain performance management 

practices would take up the professionalization proposition advanced here and connect this 

evidence directly to family business theory. 
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