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Abstract

This paper aims to bring to everyone's attention how important effective management of an organization is and the impact that good
management has on the development of an organization. The responsibility of management in our society is crucial not only for the
organization, but also for the public attitude towards management, for its success and status, for the future of our economic and
social system, and for the survival of the organization as an independent institution. From an almost unknown position in 1990,
management has today become a central activity of the economic era, a powerful and innovative force on which our society relies in
the material field and economic well-being. All organizations, whether private or public, profit-oriented or not, regardless of the field
in which they operate, have one thing in common: they need to be managed. Also, the purpose of this paper is to emphasize the
effects of human capital development and its impact on organizational performance. To create a competitive advantage, it is
essential that organizations invest their entire arsenal in the workforce, viewing it as a competitive weapon.
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1. Introduction

Management is the process of achieving organizational objectives by working with human capital and other organizational
resources. As a result, this concept demonstrates that management has several key characteristics: a) it is a process that
involves a series of continuous and interconnected activities, b) it focuses on achieving organizational objectives, c) it
aims to achieve these objectives by working with and through human capital. In the era we live in, with prominent features
of globalization where innovation has become a dominant element in the context of economic and social developments,
the clear identification of what we now call the "knowledge society" highlights new challenges for organizations and
management. This paper aims to emphasize the fact that the realization of challenging changes, economic growth, global
stability, and the success of organizations will increasingly depend on innovative management and leadership.
Management is considered a modern invention, the importance and impact of which has been compared to the most
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significant technologies that have changed the world. Public organizations are capable of facing challenges and failures
and have sufficient power to influence the distribution of resources. The challenges of our era are numerous and have
their own characteristics in different countries, but the most dominant ones are globalization, demographic factors and
workforce diversity, the technological revolution, the interaction of public organizations with society, and government
regulations. Human capital is closely linked to two dimensions: Firstly, the financial dimension, physical capital;
Secondly, the capital considered intangible wealth, where the development of human capital changes inputs into outputs,
and development takes place through education and training to improve the skills and attitudes of individuals within an
organization.

2.  Methodology

This paper aims to highlight the importance of effective management in a public organization and how the development of
human capital impacts organizational performance within the modern context of the era we live in. To ensure the
effectiveness of the paper, we employed both qualitative and quantitative methods, integrating them to provide a
comprehensive approach. Additionally, we relied on a review of existing literature and previous studies related to
management, making comparisons between the management of public and private organizations and the impact of
management on the development and maximization of their objectives. By combining data from various sources, reports,
and official documents, the paper offers a structured assessment. A key aspect of the paper involves a detailed treatment
of historical periods related to management, bringing attention to its origins as well as how the concept of management
has evolved, and how crucial the development of human capital is in enhancing organizational performance and
achieving organizational objectives.

By integrating qualitative knowledge with official statistical data, this paper offers an overall perspective on the
transformation of the role of management and human capital in an organization. The findings contribute to the existing
discourse while providing practical implications for policymakers seeking to improve management strategies and
organizational performance.

Thus, several key points were considered in this paper:

e  Management is a function of our past: We must learn from our past efforts to understand management
properly. Viewing it from a historical perspective allows us to examine and rationally judge what is valuable
and discard what is now simply part of history.

e  Management appears in various forms: It should not be forgotten that there is no "best way" and we should
not adhere to the principle "one size fits all."

e Management requires multiple perspectives: Ethical management is the most important because managers
are under pressure, and choosing the right path for ethical decision-making is difficult but simultaneously a
distinguishing trait that highlights an ethical and successful manager.

3. Historical Context of Management Science

Management is undoubtedly considered one of humanity’s most important “inventions.” For more than a hundred years,
advances in management, structure, processes, and techniques used to unite or combine human efforts have helped
strengthen economic progress. Tracing the history of management accurately is difficult because most scholars view it
from a modern perspective, and in this sense, management would not have a pre-modern history, but only faint signs of
it. In fact, the origin of management can be broken down into several chronological periods:

e Ancient documents discovered in areas where city-states once existed show that although management as a
scientific discipline is just over 100 years old, practical examples of its use have a millennia-long history, even
though during this period management techniques were primarily applied in support of political, religious, or
military activities.

e Despite the above, the pre-modern period can be said to have begun with the "commercial revolution," which
includes the development of trading corporations.

e  The industrial revolution brought new methods of production, highlighting the use of new forms of managerial
organization.

Various studies have highlighted different types of management, each with its own specific features. Scientific
management encompasses the work of individuals and the search for the most efficient methods to perform tasks in
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order to achieve objectives and develop human capital. The successful completion of tasks is closely linked to the fact
that each employee must have clearly defined tasks and suitable conditions. The effectiveness of task fulfillment is
inherently connected to the precise implementation of several basic principles:

e The scientific study of every element of work, which should replace the empirical method;

e  The scientific selection and subsequent training, development of human capital;

e Close cooperation with employees to ensure that all tasks are performed in accordance with scientific
principles;

e Tasks should be distributed almost equally between managers and employees.

Practice has shown that the orientations and techniques of scientific management, designed to improve efficiency,
are still in use today. When managers analyze the basic tasks that need to be completed within a set time frame, use
time and motion studies to eliminate excessive movement, recruit employees with the highest qualifications for various
jobs, or design incentive-based pay systems, it is said that managers are applying the principles of scientific
management. Administrative management shifts attention to broader issues, such as how organizations should be
structured, and it is this management that highlights basic functions like planning, organizing, commanding, coordinating,
and controlling.

To better understand management and how it has evolved and influenced the functioning of organizations, we also
analyzed modern management theories, among which the most important are:

e  Systems Theory: This theory is considered the originator of the concept of management systems. It specifies
that all organizations are cooperative systems, and according to it, the cooperative system is a complex of
physical, biological, personal, and social elements that have a specific systematic relationship through the
cooperation of two or more individuals for one or several specific purposes. In this way, it becomes possible to
study the essential elements of the organization in the context of their interaction with each other and the
external environment. In fact, the systemic approach allows the manager to focus on the internal and external
aspects of the organizational environment, meaning that the manager, when making decisions, should treat
the organization as a unique whole, not as a mechanical combination of parts.

e  Situational Theory: This is considered the modern perspective of management and seeks to move away from
universal management concepts in favor of situational treatment, unlike the universal approaches to
management. Although management generally requires universal answers to problems, this theory
emphasizes that there is no "best way" of management that suits every situation, because the complexity of
social systems and human behavior makes each situation unique from others.

4,  The Importance of Human Capital Development in Organizational Culture

Organizational culture is the "heart" of any organization and is closely tied to how the organization is formed and how it
develops its activities. In the past, structures were more rigid, and values and missions were determined by a few
individuals, with human capital not being directly involved. Today, however, the most important asset of any organization
is its human capital. Achieving organizational goals is directly linked to the involvement of employees so that everyone
shares the same organizational culture. One of the biggest challenges today is implementing these values.

On the other hand, organizations face new changes, whether in the way services are delivered or in adopting and
adapting to significant technological changes. As a result, they need to educate themselves to continuously be prepared
for these changes without negatively affecting employee motivation. Public organizations today operate in competitive
environments, and this is considered a critical force for change. The pressure on organizations to add value, achieve
sustainable advantages, quickly adapt, and remain flexible in the face of new challenges has intensified. However, the
response to these pressures has taken different forms, including new organizational structures with flexible, process- or
project-based designs, increased reliance on information technology, and a strong emphasis on the continuous
improvement of human capital performance, quality, and service to individuals.

The quality of intellectual human capital possessed by public organizations is treated as a key factor for achieving
high results. The cliché that "people are the most valuable asset" is still widely believed, but behind this statement lies a
deeper truth: how effectively the organization uses the hidden value of its employees and to what extent it increases the
chances of success. This is especially true today, as intellectual capital and both general and specific knowledge are
becoming increasingly important. Regardless of how the management activities and the nature of organizational
processes are defined and identified, the essential part of the management process is paying the right attention to the
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efficient use of human capital.

The importance of human capital, the most important asset of any organization, is highlighted through the following
key points:

e There are fundamental differences between individuals as assets and financial or technological assets.

e  Understanding these fundamental differences creates an entirely new way of thinking and working within the
organization.

e  Strategies can only be realized through individuals, and creating a strategic approach necessitates dialogue
across the entire organization.

Human capital management is part of the management process, focusing on human relations and ensuring their
well-being, so that they can contribute maximally to the achievement of organizational tasks and objectives. Since human
capital management is closely tied to organizational effectiveness, it is addressed in two aspects:

e |tis considered a specialized field within the organization, realized through human capital specialists who are
responsible for planning, recruitment, selection, training, performance evaluation, and maintaining effective
employee relations.

e  Regardless of the field in which they operate, it is recommended that every public organization have a person
who serves as a human capital specialist. To perform their duties effectively, this person should have
comprehensive knowledge in economic, legal, psychological, and social fields, and most importantly, should
always judge within the framework of cooperation for the interests and objectives of the organization.

When public organizations undertake initiatives to design policies in the field of human capital management, they
should consider the following key points:

e  Employees should be provided with not only sufficient wages to live a normal life, but the wage category for
the same work should be at the same level within the organization.

e Employees should be assured that their employment in the organization will be long-term.

e Employees should feel that they are treated equally, with the sole criterion for privileges being their work and
results.

e  Continuous development and training of employees should be aimed for, and all benefits provided by current
legislation should be utilized.

e Aiming for democratic treatment of employees, ensuring they feel they have the right to voice their opinions
and thoughts.

Training not only impacts the development and motivation of employees, but it also makes them feel secure by
having the necessary knowledge and skills to perform tasks effectively. It also motivates them to take on new
responsibilities and adapt to external changes, ensuring they do not constantly doubt their development and success
paths. A well-developed and trained human capital is not just an asset for the organization, but an element that directly
impacts the achievement of organizational goals. The development of human capital is more than an effort to increase
values; it is a means of acquiring the knowledge needed to complete both general and specific tasks. Training itself
carries many positive effects and is seen as an advancement of human capital, which should be a right for all employees.
Furthermore, a training program represents a priority for the future of the organization, enabling the planning of future
goals.

5. Performance Evaluation of Human Capital

Performance is defined as the way tasks are carried out in alignment with organizational functions, and its effective
evaluation is a process that contributes to the proper management of employees, aiming to achieve higher levels of
organizational objectives. The performance evaluation process establishes a common understanding of what needs to be
achieved from the perspective of leadership and the development of human capital. As an essential part of the
functionality of public organizations, performance evaluation is carried out for several purposes, which are considered
important for their continuity:
e  To provide employees with feedback on the results of their work, highlighting their strengths and weaknesses,

and pointing out areas where they need to improve their work in the future.

To provide managers with the necessary information to make effective decisions regarding training needs.

To allow managers to identify top performers and make distinctions in rewards.
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One of the key aspects of performance evaluation is the establishment of standards. In performance evaluation
systems, standards are referred to as criteria or methods for identifying success in a given activity. The performance
evaluation of long-term employees is usually conducted once a year, while new employees are evaluated more
frequently. The timing of evaluations generally depends on the situation and the purpose for which the evaluation is
conducted. It is important to note that performance evaluation programs should be viewed as an ongoing process,
focusing on work results, individual development, and the effective realization of organizational goals.

Performance is characterized by many dimensions, and although there are numerous evaluation methods, they are
generally divided into three major groups:

Behavior-oriented methods: These include graphical representations of scaling, where all the factors that are
thought to determine the employee’s performance are listed in a table and evaluated according to a specific scale. This
method tends to focus more on the characteristics of the employee, or in other words, it attempts to evaluate almost all
employees as average performers. Evaluating very few employees above or below the average level not only fails to
motivate employees to perform at a higher level but also does not reveal those who have unsatisfactory performance
levels.

Reference method: Although this is a relatively new method, it represents an evaluation technique where certain
characteristics are predetermined and used as reference points to judge whether the performance is at the appropriate
level. In order to determine the reference points, a detailed analysis of the work and events that have occurred in practice
must be conducted. As such, this method can be costly in terms of both finances and time. Therefore, it is recommended
primarily for cases where most employees perform similar or identical tasks.

Result-oriented method: This is the most prominent method in management by objectives and is widely used
because the objectives set in collaboration between the supervisor and the subordinate serve as the standards against
which their performance is evaluated. The advantage of this method is that employees are generally aware of how their
performance will be evaluated.

6. Management in the Public Sector: Characteristics and Differences from the Private Sector

The management of public organizations and the application of modern principles is a critical issue in Albania. Problems
faced in the public sector, such as the budget deficit and increasing pressure for higher efficiency, have highlighted the
need for a well-organized management system. However, it is important to emphasize that there are several differences
between the management of public organizations and private ones:

e Legislative Objectives: Private entities can pursue any potentially profitable legal objective they aim for. In
contrast, public organizations, which deal with drafting laws and decisions, are explicitly told what they must
do, which significantly limits their options.

e Lack of Competition: Public organizations, instead of being tested by the market, often spend a long and
difficult time on cost-control programs and measures to assess the effectiveness of the organization.

e  Weak Incentive Systems: Unlike the private sector, where impressive incentive systems exist to motivate
staff, public organizations offer few incentives to their employees. As a result, they struggle to retain and
attract top-tier employees.

e  Organizational Inflexibility: Public organizations must have a high level of structuring to provide standard
services, even though the existence of numerous bureaucratic procedures and rules hinders innovation. Public
sector managers are constantly challenged to find new ways to encourage and cultivate innovation despite the
emphasis on forecasting and uniformity in operations.

e  Uniform Treatment and Accountability to the Public: Public organizations are more exposed to public
opinion and media scrutiny. They must maintain transparency and ensure accountability to the public, making
them more visible and under more public pressure.

e  Higher Employee Engagement in Unions: Public sector employees are generally more engaged and
involved in unions compared to their counterparts in the private sector.

These limitations present a unique challenge in the management of public organizations, especially in their efforts
to increase efficiency. However, the qualification of employees in a wide range of issues remains the best way to improve
their performance. Despite the differences, public organizations face many of the same managerial problems as the
private sector.
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7. New Public Management: Innovations and Impacts

The origins of New Public Management (NPM) can be traced back to the 1970s within neoliberal environments.
According to various studies, NPM aims to modernize public sector management to improve the cost-service ratio and
assess the pragmatism of management. NPM is based on a division of roles between political power, which makes
strategic decisions and sets objectives, and the organization, which makes operational decisions. The basic postulate of
NPM is that, under new development conditions, the traditional forms of functioning and the creation of public
organizations must be deeply reconsidered.

Globalization and deregulation have forced many countries to reform their public organizations to provide better
conditions and attract capital and a qualified workforce. With the multiplication of missions, a centralized public
organization would no longer be efficient in navigating the complexities of the world. This is exactly where NPM steps in,
denying any difference between public and private sector management. In this view, citizens are seen as consumers of
public services, and public organizations must provide the best service at the lowest cost. Therefore, public organizations
focus on managing public action by delegating their execution to operational units. In general, it is said that public
organizations should “drive less and steer the ship better,” and this shift is expected to result in more efficient and
effective implementation.

Services tasked with operational realization need sufficient freedom to allocate resources effectively, and for this,
adaptable techniques are necessary. NPM requires applying management methods from private organizations to public
sector tasks. To achieve this, public management needs to adopt “market principles,” which are considered more efficient
than traditional planning. Additionally, NPM moves away from traditional bureaucratic organization and towards new
forms of structuring. At the operational level, NPM is inspired by widely implemented procedures in the private sector,
such as total quality management, zero defects, and the pursuit of excellence.

8.  Basic Principles of New Public Management:

A distancing process, separating public organizations from traditional politics.

A process of bringing public organizations closer to the citizen, who thus becomes the client.
A process of dynamization and organizational transformation of public organizations.

A decentralization process.

A stronger focus on results.

Studies and analyses conducted over the years have highlighted that the implementation of NPM has led to a
decrease in the performance of public organizations, and in many cases, this has been accompanied by a deterioration in
the services provided. However, it should be acknowledged that there are fundamental differences between public and
private organizations:

e The objectives of public organizations are defined in political terms, not contractual terms.

e The services provided by public organizations are seen in terms of the general public interest, as opposed to
the specific interests considered by private organizations.

e The responsibility of public organizations to individuals is different from the responsibility of a business leader
to its shareholders, who expect profits but do not fix missions.

e  Public organizations cannot choose their clientele, and all must be satisfied, whereas private organizations
can focus on specific market segments.

These differences underline the challenges and complexities of applying private-sector methods to the public
sector, as they need to be adapted to the unique context of public service delivery and accountability.

9. Conclusion and Recommendations

Managing and addressing issues that impact individuals, improving and increasing the quality of services provided, and
expanding activities and commitments for the benefit of individuals and society at large remain real challenges of our
time. Undoubtedly, the role of public organizations in meeting these challenges is crucial. The efficient development of
human capital significantly increases productivity and directly impacts the sustainability of organizational performance.
From an organizational perspective, the development of human capital plays a key role in strategic planning and provides

345



Interdisciplinary Journal of Research and Development

ISSN 2410-3411 (online) / ISSN 2313-058X (print) Vol 12 No 3 § 1/December 2025

competitive advantages, while at the individual level, the importance of human capital depends on the extent to which it
contributes to creating competitive advantages.

All studies in the field of management have shown that the "human" factor is the primary component of a public
organization. As a result, training and development of human capital should be central to the organization's objectives.
Focusing on practices and processes related to the management of human capital performance is considered an
effective way to achieve the organization's goals as efficiently as possible. Motivating human capital also generates high
performance, regardless of the management systems in place, with the simple logic that motivated individuals contribute
to high-performing organizations. Ultimately, the role of public organizations is to inspire human capital and foster
commitment to the vision by creating an organizational culture based on accountability and work ethics.

In a time of constant change, with organizations facing their own issues related to sustainability and efficiency, the
following recommendations are made:

Human Capital Managers should ensure proper identification and evaluation of needs within the
organization to align talent with organizational objectives.

Continuous research should be conducted on developments in the organizational environment to
determine areas where employee skills need training and improvement.

Programs should be consistently developed to improve organizational performance by focusing on
enhancing both individual and team capabilities.

Implementing these recommendations will not only help public organizations achieve greater efficiency and
effectiveness, but also ensure that they remain adaptable and competitive in an ever-evolving landscape.
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