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Abstract

This study aims to analyse the application of competency-based human resource management in improving
organisational effectiveness in service companies in Indonesia. The research approach used is a descriptive
qualitative approach, with data collected through in-depth interviews, non-participant observation, and
documentation. The research was conducted in November 2025 and involved purposively selected informants,
including organisational leaders, human resource managers, supervisors, and employees. Data analysis was
conducted thematically using NVivo software to identify patterns, categories, and central themes related to
competency management and organisational effectiveness. The results showed that implementing competency-
based HRM significantly improved organisational effectiveness, particularly through precise competency
mapping, integrating competencies into recruitment, training, and performance appraisal processes, and increasing
productivity and service quality. The findings also revealed that the successful implementation of competency-
based HRM was greatly influenced by management commitment and organisational policy support. This research
makes theoretical contributions to the development of human resource management studies and practical
contributions to service companies by helping them design competency-oriented HR management strategies to
improve organisational effectiveness sustainably.

Keywords: Human Resource Management, Competency-Based, Organisational Effectiveness, Service
Companies

INTRODUCTION

Human resource management (HRM) is a set of practices and policies used to manage a
company's workforce so that they can contribute maximally to achieving organisational goals. This
method is no longer just a routine operational activity; it is now considered an essential strategic
component for maintaining a company's competitiveness and long-term survival. According to Zaky
(2022), HRM that is managed systematically and oriented towards employee competency development
can improve the quality of individual and collective performance within an organisation. It shows that
an organisation's success is primarily determined by how it plans, develops, and utilises its human
resources effectively.

Organisational effectiveness is a key topic in modern management studies because it reflects the
degree to which an organisation achieves its stated objectives. Organisational effectiveness is measured
not only by the achievement of financial targets, but also by the organisation's ability to adapt to
environmental changes, improve service quality, and maintain long-term performance sustainability.
Widyaputri and Wulansari (2023) state that organisational effectiveness is closely related to an

organisation’s ability to align its internal resources, especially human resources, with its strategies and
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objectives. Thus, proper human resource management is a key factor in improving organisational

effectiveness.

Human resource functions are increasingly crucial in the service business in Indonesia, serving
as a strategic component that cannot be ignored. Workforce competence is essential for organisations
because of the service sector's characteristics, which emphasise high service standards, personal
interaction with customers, and responsiveness and accuracy in service delivery. In this context,
employee competency encompasses not only specific technical knowledge and skills but also
behavioural elements such as empathy, effective communication, and the ability to adapt to rapidly
changing market demands. It is imperative because Indonesia's service industries, including banking,
tourism, and healthcare, often rely on positive customer experiences to build long-term loyalty.
Consequently, competency-based human resource management enables organisations to identify,
develop, and optimally utilise each employee's potential, thereby increasing operational efficiency and
innovation. Mokobombang and Natsir (2024) emphasise that service companies are highly dependent
on the quality of their employees' competencies, both technical and non-technical, such as
communication, empathy, and problem-solving skills. Therefore, the effectiveness of service companies
cannot be separated from the quality of their human resource management.

One approach considered relevant to responding to these challenges is the implementation of
competency-based human resource management. Competency-based HR management emphasises the
identification, development, and evaluation of competencies aligned with the organisation's strategic
needs. Competencies encompass the knowledge, skills, attitudes, and characteristics that enable
individuals to perform their jobs effectively. Zaky (2022) states that a competency-based approach can
improve accuracy in recruitment, training, performance appraisal, and career development processes,
thereby positively impacting the overall effectiveness of the organisation.

Based on a survey of several service companies in Indonesia, problems were identified, including
mismatches between employee competencies and job requirements, low service quality, and suboptimal
human resource development systems. These conditions contribute to declining customer satisfaction
and to the failure to achieve organisational targets. These initial findings align with the views of
Widyaputri and Wulansari (2023), who argue that weak implementation of competency-based human
resource management can hinder organisational effectiveness. Therefore, research on the
implementation of competency-based human resource management to improve organisational
effectiveness in service companies in Indonesia is essential and relevant, contributing theoretically and
practically to the development of human resource management in the service sector.

Research findings from a service company in Indonesia reveal a gap between job competency
requirements and the capacity of human resources available within the organisation. The development
of digital technology, rising customer expectations, and competition among service providers require
employees to possess adaptive, innovative, and service-quality-oriented competencies. However, in

practice, many service companies still implement conventional human resource management systems
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that are not yet fully competency-based. This condition means the recruitment, training, and
performance appraisal processes are not yet integrated with the organisation's strategic needs.
Widyaputri and Wulansari (2023) emphasise that organisations that have not aligned their human
resource competencies with their business strategies tend to experience a decline in organisational
effectiveness, particularly in terms of productivity and service quality. This phenomenon is increasingly
relevant, given that the service sector is one of the main pillars of national economic growth and is
highly dependent on the quality of human resource performance.

The problems faced by service companies in Indonesia include poor competency mapping,
inaccurate employee placement, and limited sustainable competency development programmes. Many
organisations do not yet have clear competency standards as a basis for HR management, so managerial
decisions are often not based on real competency needs. As a result, employee performance is
suboptimal, job satisfaction declines, and organisational effectiveness is difficult to achieve to the
fullest. Zaky (2022) states that weak implementation of competency-based HR management can lead
to inefficiencies in work and reduce organisational competitiveness. Furthermore, Mokobombang and
Natsir (2024) add that a lack of management commitment to developing HR competencies results in
low service quality and an organisation's inability to respond to changes in the business environment.
Therefore, this issue highlights the importance of empirical studies on the implementation of
competency-based HR management as a strategic solution to improve organisational effectiveness in
service companies in Indonesia.

Research shows that implementing competency-based human resource management plays a
strategic role in improving organisational effectiveness, particularly in the service sector. Zaky (2022)
found that competency-based HR management has a significant effect on organisational effectiveness
by improving the alignment between employee capabilities and job demands. Similar results were
reported by Widyaputri and Wulansari (2023), who stated that HRM practices that emphasise
competency mapping and development can improve productivity, service quality, and organisational
goal achievement. In the service industry, Mokobombang and Natsir (2024) found that structured HR
competency development directly contributes to continuous improvement in organisational
performance and effectiveness. Research by Nugroho et al (2021) confirms that employee competencies
play a key role in creating competitive advantage and organisational effectiveness in customer-oriented
service companies. Furthermore, Siregar and Hartono (2024) conclude that organisations that
consistently integrate competencies into their recruitment, training, and performance appraisal systems
demonstrate higher organisational effectiveness than those that still use conventional HRM approaches.
These findings reinforce the argument that competency-based HRM is a relevant and strategic approach
to improving organisational effectiveness in service companies in Indonesia.

Although several studies have demonstrated the positive influence of competency-based human

resource management on organisational effectiveness, several research gaps remain to be further
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explored. Most previous studies treat competency-based HR management as a single variable without
exploring in depth how it is implemented in the operational context of service companies in Indonesia,
which have diverse cultural characteristics, organisational structures, and levels of managerial maturity.
Furthermore, several studies have been conducted in the manufacturing sector and in public
organisations, so the generalisability of research results in the service sector remains limited. Previous
studies also focus on employee performance outputs, while organisational effectiveness, as a
multidimensional construct encompassing goal achievement, adaptability, and service quality, has not
been comprehensively analysed. This gap indicates the need for research that specifically examines the
application of competency-based HRM to improve organisational effectiveness in service companies
in Indonesia, with a more contextual and integrative approach.

This study is unique in its focus on competency-based human resource management as an
essential strategy that is clearly related to organisational performance in service entities in Indonesia.
In addition to calculating correlations between variables, this study demonstrates how competencies
serve as the basis for recruitment, coaching, and productivity evaluation processes aligned with
institutional objectives. The emphasis on the domestic service sector, characterised by intense service
interactions and significant dependence on the quality of human labour, also reflects the innovation of
this research. Therefore, this study aims to contribute to the literature on competency-based HRM. In
addition, it will offer practical benefits to service company managers by helping them develop effective

HR management policies to sustain long-term company performance.

LITERATURE REVIEW
Competency-Based Human Resource Management

Competency-based human resource management is an approach that focuses on identifying,
developing, and utilising employee competencies aligned with the organisation's strategic needs.
Competencies are viewed as a combination of knowledge, skills, attitudes, and individual characteristics
that enable effective job performance. This approach is believed to improve the accuracy of recruitment,
the effectiveness of training, and the objectivity of performance appraisals, thereby supporting the
optimal achievement of organisational goals (Zaky, 2022; Siregar & Hartono, 2024; Warsono et al.,
2025).

Organisational Effectiveness

Organisational effectiveness refers to an organisation's ability to achieve its objectives through
the efficient and sustainable use of resources. This concept encompasses achieving performance targets,
maintaining service quality, adapting to environmental changes, and ensuring stakeholder satisfaction.
In the service sector, organisational effectiveness is highly dependent on the quality of interactions

between employees and customers. Research shows that organisations that can manage human
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resources strategically tend to achieve higher levels of effectiveness (Widyaputri & Wulansari, 2023,;
Nugroho et al., 2021; Wahyudi et al., 2025).

The Relationship between Competency-Based Human Resource Management and
Organisational Effectiveness

The relationship between competency-based human resource management and organisational
effectiveness rests on the assumption that employee competencies are the primary drivers of
organisational performance. Implementing a competency-based human resource system enables
organisations to assign individuals based on their expertise, thereby improving service quality and
strengthening competitiveness. In service companies, employee competencies directly contribute to
creating service value. Several studies have shown that the better the implementation of competency-
based HR management, the higher the organisational effectiveness (Mokobombang & Natsir, 2024;
Zaky, 2022; Saputra, 2025).

METHOD
Research Method

This study aims to gain an in-depth understanding of the application of competency-based human
resource management in improving organisational effectiveness in service companies in Indonesia. A
qualitative approach was chosen because it can explore the meanings, processes, and social contexts
behind HR management practices in organisations. This research was conducted in November 2025,
focusing on experiences, perceptions, and HR management practices that occur naturally in the work

environment (Creswell, 2021).

Research Type and Approach

This study uses a descriptive, qualitative approach to gain an in-depth understanding of the
phenomenon from the perspective of the research subjects. This approach allows researchers to
comprehensively and contextually review the process of implementing competency-based HR
management without altering the research variables (Creswell & Poth, 2022). In this perspective, social
constructs result from work practices and interactions among members of the organisation, which

determine the organisation's effectiveness.

Research Location and Time
This study was conducted on several service companies in Indonesia engaged in professional
services and public services. The service sector was selected based on its characteristics, which are

highly dependent on the quality and competence of human resources in providing services to customers
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(Miles, Huberman, & Saldaiia, 2020). The study was conducted in November 2025, taking into account

the organisations' readiness and the availability of research informants.

Research Informants

The study's focus and objectives were taken into account when selecting informants using the
“purposive sampling” technique. The informants were organisational leaders, human resource
managers, supervisors, and employees directly involved in implementing competency-based human
resource management systems. This technigue assumes that informants have sufficient understanding,
experience, and involvement to provide relevant, in-depth, and representative information about the

phenomenon under study (Etikan, Musa, & Alkassim, 2016).

Data Collection Techniques

In-depth interviews, non-participant observation, and documentation analysis are the methods
used to collect data in this study. In-depth interviews are used to gain a comprehensive understanding
of informants' perspectives, experiences, and interpretations of competency-based human resource
management implementation. Non-participant observation is conducted to observe work practices and
interactions within the organisation. Meanwhile, documentation studies served as a basis for
strengthening and verifying the research data. It included documents such as competency standards, HR

policies, and organisational performance reports (Yin, 2022).

Data Analysis Techniques Using NVivo

Data analysis was conducted thematically using NVivo software. NVivo was used to facilitate
systematic management, coding, and organisation of qualitative data. The stages of analysis included
data transcription, open coding, category grouping, and the extraction of main themes related to
competency-based HR management and organisational effectiveness. NVivo helps improve the

transparency and consistency of qualitative data analysis (Jackson & Bazeley, 2019).

Data Validity

Data validity was ensured through source and method triangulation and member checking.
Triangulation was achieved by comparing data from multiple informants and data collection techniques,
while member checking confirmed the findings with informants to ensure consistency in meaning and
interpretation (Lincoln & Guba, 1985). This technique aims to increase the credibility and reliability of

the research results.

RESEARCH RESULTS AND DISCUSSION
The research results present empirical findings from qualitative data analysis conducted through

interviews, observations, and documentation, using NVivo software. The research results emphasise
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how to implement competency-based human resource management and how it impacts organisational

effectiveness in service companies in Indonesia.

General Research Findings

The results of the NVivo analysis show that competency-based HR management has been
implemented in service companies but is not yet fully optimal. The main findings were identified into
three major themes, namely: (1) mapping and standards of HR competencies, (2) implementation of
competencies in managerial practices, and (3) the impact of competencies on organisational
effectiveness. These three themes are interrelated and form a pattern of HR management
implementation in service organisations.

Table 1. Competency-based HRM

No Main Theme Description
1 | Competency Mapping Identification of core and technical competencies
5 Human Resource Management
Implementation
3 | Organisational effectiveness Productivity, service quality, adaptability
Source: Primary data, processed with NVivo (2025)

Recruitment, training, and performance appraisal

Three main themes shape the implementation of competency-based human resource management
in organised service companies, as shown in Table 1. Identifying and determining human resource needs
begins with competency mapping. The recruitment, development, and training processes, as well as
employee performance evaluations, are the next steps towards implementing competency-based HRM.
These three aspects greatly influence organisational performance, particularly by increasing
productivity, service quality, and the organisation's ability to adapt to changes in the business
environment.

Table 2. Frequency of Organisational Effectiveness Codes

Code Frequency Meaning
Productivity High Work efficiency increases
Service Quality High Customer satisfaction
Adaptability Moderate Response to change

Source: Primary Data, NVivo Output (2025)

Table 2 shows that the codes for productivity and service quality appeared most frequently in the
interview data. The results indicate that informants directly felt the impact of competency
implementation on work performance and service quality improvement. However, organisational
adaptability occurred relatively infrequently, indicating that although human resource capabilities play
an important role, management systems and organisational culture must be strengthened to enable
optimal adaptability.

Table 3. Impact of Competency Implementation

Aspect Positive Impact
Employee Performance Improved
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Service Quality More consistent
Achievement of Goals More focused
Source: Primary Data, Researcher Analysis (2025)

Table 3 shows that implementing competency-based human resource management improves
organisational efficiency. Because employees have a clear understanding of the established work
standards, job placements that align with their competencies improve their performance and maintain
consistent service quality. In addition, all human resource management activities are aligned with the
service company's strategic objectives, thereby enabling the achievement of organisational goals to be
more focused and systematic.

Discussion
The discussion interprets the research results by relating them to previous theories and findings.
This discussion aims to explain the conceptual meaning of the findings, while placing the research
results in the context of competency-based human resource management and organisational
effectiveness in service companies.
1. Competency Mapping as the Foundation of HRM
The research shows that competency mapping is the basis for implementing competency-
based human resource management. These results align with Zaky (2022), who states that clear
competency standards make it easier for organisations to identify the right human resources. Without
precise competency mapping, organisations tend to experience a mismatch between employee
capabilities and job requirements. This study supports the idea that competency mapping is a
strategic tool for improving the efficiency of service organisations, rather than merely an
administrative tool.
2. Implementation of Competencies in Managerial Practice
The implementation of competencies in recruitment, training, and performance appraisal has
proven to be a key factor in HRM success. These results support the findings of Widyaputri and
Woulansari (2023), who stated that integrating competencies into the HRM system improves the
consistency and objectivity of employee management. This study confirms that service companies
that consistently apply competencies can improve performance quality and reduce employee
capability gaps. Reinforces the role of competencies as a link between organisational strategy and
individual performance.
3. The Impact of Competence on Organisational Effectiveness
The study's results indicate that human resource competencies have a direct impact on
organisations' productivity and service quality. These findings are consistent with those of Nugroho,
Prasetyo, and Lestari (2021), who found that employee competencies are a key determinant of

service organisation effectiveness. This study also adds that competency contributes to an
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organisation's ability to achieve its goals more effectively. Thus, organisational effectiveness is
influenced not only by the system but also by the quality of the individuals who operate it.
4. Managerial Implications in the Context of Service Companies

The managerial implications of this study emphasise the importance of leadership
commitment in implementing competency-based HRM on an ongoing basis. These findings align
with Mokobombang and Natsir (2024), who emphasise that the success of HR development is
strongly influenced by top management support. This study expands on these findings by
demonstrating that without organisational policy and cultural support, HR competencies will not

have a maximum impact on the effectiveness of service organisations.

CONCLUSION

The research results and discussion outlined above show that implementing competency-based
human resource management significantly increases the productivity of service companies in Indonesia.
This study shows that human resource management centred on mapping, developing, and utilising
employee competencies can help align organisational needs with individual capabilities, thereby
enabling organisations to achieve their goals more effectively and efficiently.

Research shows that precise competency mapping is essential for implementing a competency-
based HR management system. Service companies can use the mapping process to determine the
competency standards required for each position. It enables them to conduct recruitment, placement,
and employee development processes more measurably, objectively, and targeted. It has been proven
that competencies in managerial practices, particularly performance appraisal systems and training
programmes, improve employee performance and customer service quality. The research findings also
show that human resource competencies have a direct impact on higher productivity, consistency in
service quality, and the organisation's ability to achieve its goals. Therefore, it is not only structural and
systemic elements that influence organisational performance, but also the level of competence of the
individuals working for the organisation. The results show that service companies can use HR
competencies as a strategic asset to face increasingly complex and dynamic competition and business

environments.
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