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Objective: The objective of this study is to design and validate a human
capital governance model with an efficient management approach in
Iran’s public organizations, particularly in the Ministry of Industry,
Mine, and Trade (IMIDRO). Methodology: This study employed a
mixed-method approach. Initially, semi-structured interviews were
conducted with 10 purposefully selected human resource managers
using grounded theory until theoretical saturation was achieved. The
proposed model was then validated through the distribution of
questionnaires among 380 managers and employees in public
organizations. The collected data were analyzed using structural
equation modeling (SEM). Findings: The results indicate that efficient
human capital governance can significantly improve the performance of
public organizations. Interview findings and coding analysis revealed
that increasing team interactions, improving individual competencies,
and optimizing human capital utilization are key success factors in
human capital governance. Additionally, the proposed model was
confirmed through structural equation modeling. Conclusion: The
human capital governance model with an efficient management
approach can lead to improved organizational performance and the
achievement of developmental goals. By creating strong management
mechanisms, the model activates human capital capabilities, enhancing
productivity and efficiency in public organizations. The findings of this
study can serve as a basis for improving human capital governance in
other public and private organizations as well.
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EXTENDED ABSTRACT
Introduction

Human capital governance has become a critical factor in enhancing organizational performance,
particularly in public sector organizations. Effective governance frameworks aim to optimize human
resources, improve organizational efficiency, and contribute to achieving development goals (Rahpeyma
et al., 2024; Rajabi Farjad & Toranian, 2024). In the Iranian context, particularly within organizations like
the Ministry of Industry, Mine, and Trade (IMIDRO), human capital governance has the potential to
revolutionize performance standards by leveraging the capabilities of individuals and teams to create
synergistic outcomes.

Various studies have emphasized the significance of governance models that support human
capital in fostering growth. For instance, research conducted in sub-Saharan Africa demonstrated that
effective governance improved human capital development, leading to increased productivity (Bareke et
al., 2021; Alemu, 2022). This is especially relevant in countries with vast natural resources but struggling
with governance and managerial inefficiencies. Moreover, studies from developing economies have
shown that a well-structured human capital governance model enhances decision-making, empowers
middle and lower management, and improves overall performance (Ali et al., 2022; Duan et al., 2022).

The role of efficient management is vital in any governance framework, as studies from across the
globe have illustrated that robust management systems positively impact human capital's contribution to
sustainable growth (Oluranti, 2011). Therefore, designing and validating a human capital governance
model with an efficient management approach is crucial for public organizations in Iran. This study
presents a mixed-method approach to achieve this goal, employing qualitative and quantitative data to
establish a governance framework suited to public organizations.

Methodology

This study used a mixed-method approach to design and validate a human capital governance
model. Initially, semi-structured interviews were conducted with 10 human resource managers
purposefully selected from public organizations until theoretical saturation was achieved. Grounded
theory methodology was applied to extract themes related to human capital governance. Following the
qualitative phase, the proposed model was validated by distributing structured questionnaires to 380
managers and employees across public organizations. The responses were analyzed using structural
equation modeling (SEM) to test the model’s validity and applicability.

The data collection instruments included interviews, observation of organizational processes, and
a researcher-developed questionnaire using a Likert scale. The questionnaire was divided into sections
that examined key governance components such as leadership, team collaboration, human capital
optimization, and decision-making processes. The questionnaire underwent a pilot test to ensure its
reliability and validity before large-scale distribution.

Data analysis involved two key stages. In the first stage, interview data were coded to identify
main categories and subcategories influencing human capital governance. In the second stage, the survey



data were analyzed using SEM to confirm the relationship between governance dimensions and
organizational performance.

Findings

The results from the qualitative phase revealed that successful human capital governance is
contingent on key factors such as increased team interactions, improvement of individual competencies,
and the optimal utilization of human capital. The coding analysis categorized these success factors under
causal conditions, strategic conditions, and contextual conditions that impact governance effectiveness.
For instance, effective leadership and managerial decision-making were found to be pivotal in fostering a
culture of collaboration and innovation within organizations.

In the quantitative phase, SEM analysis confirmed the proposed model's validity. The results
indicated that efficient governance practices have a positive and statistically significant impact on public
organizations' performance (p < 0.05). The Pearson correlation analysis demonstrated significant positive
correlations between human capital governance components and performance indicators, such as
productivity and employee satisfaction. For instance, the correlation between leadership and
organizational productivity was measured at 0.63, while team collaboration’s influence on organizational
success had a correlation of 0.44.

The model’s fit was evaluated using several indices, all of which confirmed the model’s
appropriateness. The Comparative Fit Index (CFI) was reported at 0.96, while the Root Mean Square Error
of Approximation (RMSEA) was below the threshold of 0.08, indicating a good fit.

Discussion and Conclusion

The findings of this study are consistent with existing literature, which highlights the role of
efficient human capital governance in enhancing public organizations' performance. The study reinforces
the notion that good governance in human capital is directly linked to improved organizational outcomes
(Ali et al., 2022; Bareke et al., 2021). Moreover, by increasing individual competencies and fostering team
collaboration, organizations can better leverage their human resources, leading to sustained growth
(Fashina et al., 2018; Felicio et al., 2014).

Several studies align with this conclusion, showing that human capital governance plays a crucial
role in economic growth and organizational efficiency. For instance, research from Nigeria demonstrated
that robust governance frameworks help public organizations navigate challenges related to resource
management and economic development. Additionally, studies in BRICS countries suggest that
governance and human capital development must go hand-in-hand to achieve long-term sustainability
(Chijioke & Amadi, 2019).

The current research also identified leadership as a cornerstone of successful human capital
governance. Leadership drives team interactions, decision-making, and resource optimization, as noted in
studies from various sectors, including both public and private organizations (Gupta et al., 2021). In line
with findings by Anderu et al. (2023), leadership's role in fostering communication and collaboration
emerged as a significant predictor of organizational success (Anderu et al., 2023).
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In conclusion, this study confirms that the proposed human capital governance model has practical
applications in public organizations. Implementing this model can enhance the strategic use of human
capital, thus leading to improved organizational efficiency and the attainment of development goals.
However, the study also acknowledges its limitations, such as the focus on a specific sector and the need
for further research across different industries and countries. Future studies should explore the
generalizability of the proposed governance model by examining other sectors, including private
organizations.
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