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Abstract
This paper examines the impact of human resource management
Received: 12" July 2022 (HRM) on business performance. The primary objective was to
Revised: 16™ Aug 2022 conduct a comprehensive and systematic review of literature on HRM
Accepted:20™ Sept 2022 and business performance, resulting in a concise review paper. A

substantial body of literature explores the link between HRM and
business performance, allowing for an in-depth analysis of numerous
articles. Specifically, 212 articles were analyzed, with 187 being
excluded through various review steps. The findings suggest a
positive correlation between HRM practices and overall business
performance, as well as a positive influence on employee well-being,
productivity, and organizational climate. However, there is a
possibility that good business performance may drive the
implementation of effective HRM practices, rather than the other way
around. This issue is further addressed and discussed within the
article. With the information gathered and results obtained, it can be
concluded that this systematic review paper makes a significant
contribution to the existing literature. Moreover, it serves as a
valuable starting point for future research on HRM practices and their
impact on business performance.
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INTRODUCTION

A study conducted by Akhtar et al. (2008) suggested a potential link between effective human resource
management (HRM) practices and enhanced business performance. Specifically, it was found that training
programs and internal career advancement opportunities had a positive impact on product and service
performance (Stavrou et al., 2010). Similarly, Bjorkman and Xiucheng (2002) noted a positive correlation
between firm performance and the implementation of high-performance HRM systems. These systems, closely
aligned with business strategies, were found to positively influence overall business performance (Lee et al.,
2010).
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However, Apospori et al. (2008) argued that the influence of HRM on company performance may vary
depending on factors such as geographical location, market conditions, and competitors.

Subramony (2009) further emphasized that the effectiveness of HRM systems depends on various contextual
factors, making it uncertain how specific HR actions will impact business performance. Wall and Wood (2016)
cautioned against assuming that HRM practices alone could definitively improve company performance.

In light of these findings, it is clear that there is a need for further research in this area. This paper aims to
systematically analyze the existing literature on HRM and its impact on business performance. HRM is
recognized as crucial for companies to achieve competitiveness in the market (Poloski et al., 2008; Saha et al.,
2017), which is essential for sustained business excellence (Pordevi¢ et al., 2016). Given the complexity of
employee relationships, understanding how HRM systems influence business performance is a

valuable endeavor.

A substantial amount of literature exists on HRM systems and their diverse effects on employees. This study
offers a succinct systematic review of how HRM influences companies' competitiveness and overall business
performance. The review is centered on addressing three key research questions:

1. What is the impact of HRM on overall business performance?

2. Are HRM systems essential for achieving high performance in companies?

3. Is HRM crucial for fostering positive relationships among employees?

The total number of analyzed articles was 212. The number of studies included in this present paper is 25. As
mentioned before, in the eligibility section of the review process, full-text articles were reviewed and excluded
with reasons.

Literature sources

With the goal to review adequate articles published in the domain of HRM, credible journals were addressed
as main sources of literature. The majority of the reviewed articles were published in five scientific journals.
The details of these journals are given in Table 1.

In order to answer these research questions this review paper includes three main sections. The first section
describes the review methodology that was used to analyze, and obtain qualitative and quantitative data from
various articles in the domain of HRM. In the second section, the individual results of each reviewed article
are presented. In addition, a concise synthesis of the results is shown. In the third section the results are
discussed, and the contribution of this paper is outlined. Finally, conclusions are drawn, and suggestions for
future research are made.

METHODOLOGY

Flow diagram

The whole review process was conducted in accordance with the PRISMA protocol (Moher et al., 2010). This
protocol consists of four main sections. First, the identification of articles from various scientific sources is
conducted. In the second section, the screening process is conducted. At this stage a large number of articles
are analyzed in order to exclude inadequate articles. Next, the remaining articles are screened for eligibility. In
the final section the articles are analyzed, and qualitative results are obtained. The PRISMA protocol is shown
in Figure 1.
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Figure 1: Protocol diagram of the review process

Table 1: Main literature sources

# Scientific journal ISSN Publisher
Management Revue 0935-9915 Rainer Hampp Verlag
Human Resource Management Journal | 1748-8583 John Wiley & Sons Ltd

1
2
3. Human Resource Management
4

1099-050X Wiley Periodicals, Inc.
Academy of Management Journal 0001-4273 Academy of
Management
5 The International Journal of Human 0958-5192 Taylor & Francis

Resource Management
Source: Developed for this research

Data/article collection process

The articles were searched through the Google Scholar service, and through the KoBSON service. Potentially
adequate articles were downloaded, and imported into an article organizing software. This way duplicates could
be removed, and articles from inadequate sources were excluded. In the search process, the following keywords
were used:

— human resource management and business performance,

— HRM and business performance,

— human resource management and company performance,

— HRM and company performance,

— HRM systems and employee productivity,

— human resource management systems and productivity,

— HRM and employee wellbeing,

— human resource management and organizatio- nal performance,

— HRM and firm performance,

—human resource management and firma performance.

It is important to note that the concepts of

“business performance”, “firm performance”, “overall performance”, “organizational performance” and
“company performance” refer to the same construct that includes one or several of the following dimensions:
employee wellbeing, employee skills, organizational productivity, cooperation between employees,
productivity, turnover, clarity of strategic goals, organizational culture, finance, organizational effectiveness,
employment security, organizational innovation, strategy innovation, employee motivation, recruitment
process, knowledge acquiring, strategy outcomes, resource management, staffing, and employee development.

Available online at: https://jazindia.com 590



Journal of Advanced Zoology

This was done in order to simplify the review process, as the main goal is to concisely present the potential
influence of HRM on business performance. However, in the results section, the individual results were not
simplified, and more detail was given for each reviewed article.

Obtained literature and eligibility criteria
The obtained articles were imported in an article organizing software. First the duplicates were removed.
Afterwards, every article was analysed in order to determine their eligibility for further review. Through several
elimination steps, the remaining articles were further examined, and the results were noted. The eligibility
criteria included the following:
— articles are published in non-predatory con-

ferences, and journals,
— articles examine the importance of HRM, and

HRM systems,
— articles investigate the influence of HRM and

HRM systems on business performance,
— articles provide sufficient detail about the sample

which was used for the research.

In addition, articles that are published as systematic review papers, or meta-analyses papers were also
considered. However, the focus was on empirical research papers. There were no specific restrictions regarding
the year of publishing. Similarly, journal issue, volume, and number were not taken into consideration, as this
would not affect the obtained results.

Risk of bias in individual studies

It was mentioned in the previous section that year of publication was not strictly defined. However, to avoid
year of publication bias, the earliest article reviewed dates from 1996, and the latest is from 2018. It was ensured
that the results from different articles were not obtained from the same samples. There were no specific journals
aimed for the review. The source of the articles was examined after the collected information, and only
predatory journals and conference papers were excluded. In the next section the results of individual studies
and the synthesis of results are presented.

RESULTS Individual studies

In accordance with the main subject of this systematic review, proper details, and data were obtained from
individual articles. Therefore, the results of individual studies include the author/s of the publication, the
findings of that particular study, and additional details of the study. These individual results are grouped by
year of article publication. In Table 2, the results of articles published between 1996 and 2000 are presented.
Table 2: Results of individual studies published between 1996 and 2000

ID Authors Findings Research details
Al (Delery & The results indicated there is a universal | A total of 1050 banks were
Doty, 1996) | relationship between human resource practices and | included in the survey. The
accounting measures of performance. In addition, | research included two different
a strong relationship is noted between profit | surveys. The first survey was
sharing and employee rewarding strategies. | meant for human resource
Further, HRM was positively correlated to | managers, and the second
employment security. survey was aimed at the bank
clerks.
A2 (Delaney & | The study finds no evidence of positive | 727  organizations  were
Huselid, relationship between HRM and company | interviewed via survey and
1996) performance. telephone survey.
Furthermore, even advanced HRM strategies are
not complementary to enhanced business
performance.
A3 (Harel & The study showed that organizations which treated | 760  organizations  which
Tzafrir, their employees as important assets had a higher | employ more than 200
1999) perception of business performance. workers, were surveyed.
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Ad

(Bae &
Lawler,
2000)

The results of the research indicated that HRM
strategies that practice high involvement of
employees, have a positive effect on business
performance.

The research was sampled
from randomly chosen local
companies in South Korea. All
of these companies had at least
50 employees.

Grouping the individual results by year of article publication, gives a more adequate overview of the obtained
results. It is important to note, that there was no bias towards certain publication years. This resulted in a non-
continuous year of publication among the individual results. Next, the results of individual studies published
between 2003 and 2006 are presented in Table 3

Table 3: Results of individual studies published between 2003 and 2006

ID Authors Findings Research details
AS (Guest, Interestingly, the results indicated that there is no | 366 companies successfully
Michie, correlation between HRM practice and improved | completed the survey and
Conway, & | performance. However, it was noted that there is | were
Sheehan, a slightly positive relationship between HRM and | eligible for further data
2003) lower work turnover. In contrast, the relationship | processing.
was observed between human resource practices
and productivity.
A6 (Ahmad & | This research noted that there is a positive | 107 manufacturing
Schroeder, | relationship between business performance and | companies were included in
2003) the following HRM practices: selective hiring, | the research.
self- managed teams, using compensation
contingents, and organizational performance.
A7 (Gelade & | In this study it was noted that there is a partial | The sample for this research
Ivery, 2003) | relationship between HRM, organizational | included 137 brand director
climate and performance. The main components | groups that represent a cluster
of the HRM variable were working overtime, | of bank branches.
staffing, and professional development of
employees.
ID Authors Findings Research details
A8 (Collins & | The results of this research supported the notion | 73 high-technology
Clark, that HRM has a positive relationship with higher | companies in the mid-
2003) business performance. This performance increase | Atlantic region of the USA,
is the result of reinforcing and developing | participated in the survey.
resources that are based on the employees.
A9 (Datta, et | It was noted that the relationship between HRM | 132 manufacturing
al., and business performance, is dependent on the | companies with a minimum
2005) type of research that is conducted. of 100 employees were
surveyed.
A10 | (Gerhart, It was concluded that there are certain limitations | This study reviewed articles
2005) when it comes to linking HRM and business | regarding human resource
performance. This study argues that business | management between 1995
performance and great employee relationships | and 2005.
can be achieved without HRM.
All | (Stavrou & | The research suggested that training, and | Data was collected form 3702
Brewster, developing employees positively affected | for-profit businesses.
2005) organizational productivity, and employee skills.
In addition, through an effective HRM,
organizations can control external pressures and
situations more effectively.
Al12 | (Lambooij, | In this study no support was found for the | In  this  research 723
et al., 2006) | proposition that better strategic, and internal | employees participated from
HRM links to a higher cooperation of employees. | 10 different organizations.
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Al3 | (Boselie et | This systematic review noted that there are severe | The review included articles
al., 2005) limitations when it comes to measuring HRM | between 1994 and 1995. In
efficiency and its impact on business | addition, studies from 2003
performance. Therefore, it cannot be concluded | were also addressed.
that HRM has a positive impact on business
performance.
Al4 | (Vanhala & | Contradictory to previous studies, this article | 235 companies in 1997; 2599
Tuomi, argues that there is no evidence of positive | employees in 1998; 91
2006) relationship between any type of HRM practice | companies and 1389
and company performance. employees between 1997 and
2000 were surveyed.
ID Authors Findings Research details
Al15 | (Renee The study addressed the positive benefits of | 51 employees from a local
Baptiste, HRM on employees. The results indicate that | government  organizations
2008) additional management support increased | participated in the survey.
employee wellbeing. It can be argued that
increased employee wellbeing has a positive
impact on organizational performance.
Al16 | (Sunetal., | Thestudyrevealedthat HRM which incorporated | The data was collected from
2007) high-performance human resource training was | hotels located in 12 different
positively correlated to productivity, turnover, | cities in China.
and overall business performance.

Source: Developed for this research

As mentioned before articles are published based business performance. Further, in Table 4, the on year of
publication, not by the year when the individual results obtained from articles published data from companies
was collected. However, this between 2007 and 2010 are presented. doesn’t affect the main goal of this paper
which is:

Determining the potential influence of HRM on

Table 4: Results of individual studies published between 2007 and 2010
Table 4: Results of individual studies published between 2007 and 2010 (extension)

ID Authors Findings Research details
Al7 | (Bartra et | In this research it was suggested that there are | The data was collected via a
al., positive associations between HRM functions | survey from 132 healthcare
2007) and cost-effective outcomes. In addition, the | facilities in Victoria,
results indicated that women reported higher | Australia.
levels of negative interaction regarding human
resource management, in opposite to male
employees. Other organizational factors such as
strategic goals clarity, company history, and
organizational culture also have an impact on the
perception of human resource management
efficiency.
Al18 | (Chand & | The findings of this research indicate that there is | The data for this research was
Katou, a positive relation between HRM systems, and | obtained from 439 hotels. The
2007) the following performance indicators: manpower | survey was self-administered
planning, pay systems, recruitment and selection, | and investigated 27 human
training and development, and overall business | resource management
performance. practices.
A25 | (Ferguson The findings of the study indicated that human | The study included 350
& resource inputs are not in a relationship with | business professionals from
Reio, 2010) | overall business performance. US professional
organizations.
Source: Developed for this research
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Finally, the individual results from articles tion about the authors, the findings, and additional published
between 2012 and 2018 are presented in research details are provided. Table 5. Similarly to the previous tables,

informa-

Table 5: Results of individual studies published between 2012 and 2018.

ID Authors Findings Research details

A20 | (Bucitinien¢ | The study suggests that there is a link between | Data was collected from 119
& HRM, corporate social responsibility and | medium and large companies
Kazlauskaité, | organizational performance. Additionally, it was | that employ over 100
2012) found that the strategic role of HRM has a| workers.

positive impact on organizational performance,
and financial performance.

A21 | (Corral de| It was found that modern HRM practices have a | 1204 companies from the
Zubielqui et | moderate importance when it comes Australian Business register
al., 2017) innovativeness and company performance. were surveyed. The obtained

data included three financial
years starting from June 2010
up to June 2013.

A19 | (Farouk et| The study concludes that HRM is positively | 165 banks from the United

al., 2016) correlated to organization innovation, enhanced | Arab Emirates participated in
strategy innovation, and overall organizational | the survey. The survey
performance. measured 23 items regarding

human resource practices.

A23 | (Fossetal.,, | This extensive study discussed that employees | 6 Danish car  parts
2015) who are rewarded for their hard work are more | manufacturing  companies

likely to share knowledge, thus the knowledge- | with more 18760 than

sharing human-resource management motivates | employees from which 8855

employees, indirectly enhancing productivity. participated in the research.
The data was obtained via
surveys.

Table 5: Results of individual studies published between 2012 and 2018. (extension)

A24

(Glaister et
al., 2018)

This research examined the relationship between
HRM practices, employee performance, training
and developing skills, recruitment process, and
overall business performance. Based on the
results, it was concluded that effective HRM
strategies have a positive relationship with
overall employee satisfaction, and business
performance.

The survey was sent to 800
Turkish companies with no
less than 50 employees. 198
companies responded with
eligible surveys.

A22

(Mallén et
al., 2015)

In this research it was pointed out that excellent
HRM organizations positively influences the
organization’s capability to learn and improve
business strategy outcomes.

251 companies who
demonstrated superior HRM
performance participated in
the survey.

Source: Developed for this research

Synthesis of results

For this systematic review, 25 articles in the domain of HRM and business performance were analysed. In the
previous section the results of individual articles were presented. Next, the synthesis of the results is
conducted. In Table 6, the sum of sample sizes is presented per article. Further, the articles are grouped by the
influence of HRM on business performance and other business metrics, and employee metrics.
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Table 6: Sum of samples of reviewed articles

Positive impact of HRM on business [Negative impact, or non-existing impact of

erformance IHRM on business performance
Article Sample size rticle Sample size
A3 760 companies IA10 no data
A15 1 company A12 10 companies
All 3702 companies Al4 326 companies
A6 107 companies A13 no data
A16 no data A7 137 companies
A4 no data IAS 366 companies
A17 132 companies A2 727 companies
A20 119 companies A19 350 companies
A18 439 hotels
A9 132 companies
A25 251 companies
A24 198 companies
A8 73 companies
Al 1050 companies
A21 1204 companies
A22 165 companies
A23 6 companies

. . . Sum of articles with .
Sum of articles with [Sum of sample sizes: . . Sum of sample sizes:
positive impact: 17 8339 negative or non-existent ;g g
impact: 8

Source: Developed for this research

Table 3 presents the number of articles that reported positive relationship between HRM on business
performance, and the number of articles that reported negative or no impact on business performance. In
addition, the sum of samples of the articles is presented. However, it is important to note, that the sum of
samples doesn’t mean causality nor has major significance. The results presented in Table 6 are visually
depicted in Figure 2.

Area of HRM's positive influence
and articles where it was noted

A3 A6 A6 A4
A20 A18 A8

wellbeing

Productivity  JAL1

Sum of samples from articles where the neutral or negative influence
noted of HRM was

Figure 2: Sum of samples and area of positive HRM influence

As mentioned before, Figure 2 depicts sum of samples, and more importantly, the areas where HRM has a
positive impact. In the next section the results are discussed.

DISCUSSION

Based on the individual review of the results it is evident that HRM has a certain influence on business
performance. Similarly to the results of a quantitative review conducted by (Van De Voorde et al., 2012), this
present review argues that HRM systems are effective for increasing employee productivity. However, (Van
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De Voorde et al., 2012) also noted that employee health, and wellbeing is not strongly correlated to HRM
practices. Furthermore, an extensive meta-analysis of HRM practices and firm performance, conducted by
(Saridakis et al., 2017), reported a

correlation value of 0.287. Even more interesting is that the findings of (Katou & Budhwar, 2010) suggest that
there is possibility of reverse causation. More precisely, high organizational performance may improve HRM
practices. This is rather important for future research. It can be assumed that HRM practices shouldn't be the
main goal of SMEs but rather achieving high business performance and the good HRM practices will follow.
If managers are focusing heavily on HRM there is a chance that the other side of business activities will have
lower performance. Certainly, there are SMEs where the employees are satisfied with their workplace but
productivity and quality are low. Assuming that good HRM practices are the result of good business
performance the question arises that: Is HRM practice development a necessary aspect of business or can it be
applied in other forms (ex. managers, or in worst-case scenarios legal representation of conflicted employees)?
In order to address this issue in-depth it is necessary to conduct a structured research involving SMEs but large
corporations as well.

In this present review paper, the approach was different than to the fore-mentioned findings. Through non-
biased article analysis, the goal was to extract as much useful information as possible, but at the same time to
provide a concise review of the observed subject. After the conducted review process, the research questions
proposed in the “Introduction” section are now addressed:

1. How does HRM affect overall business performance?

Based on the collected data from various credible articles, this paper suggests that there might be a positive
influence of HRM practices on overall business performance. In addition, there are other metrics that may be
influenced, even more so than business performance. These metrics are employee security, employee
wellbeing, and organizational climate. These assumptions may not be totally in-sync with the obtained results.
Namely, the majority of articles reported improvement in overall business performance. However, if the
negative or neutral aspects of HRM are also taken into consideration, then the business performance and HRM
link is arguable.

2. Are HRM systems an imperative for high performance in companies?

The extensive analysis of literature in the domain of HRM allows to assume with certain confidence that HRM
systems, and practices are not necessary for high business performance in a company. However, HRM can lead
to positive results when it comes to employee’s position (job security, job satisfaction, initiative, and
wellbeing).

3. Is HRM a necessity for good relationships between employees?

This present review, and the results from other studies (Alfes et al., 2012; Den Hartog et al, 2012) suggest that
efficient HRM practices are indeed important for good relationships between employees, including managers
and their subordinates. However, if the organizational culture, and climate nurtures productivity, and positive
attitude of employees, while not utilizing any formal HRM practices, then the necessity of the same is
questionable. Thus, the internal and external working environment may have a larger role in the HRM-
employee relationship construct.

CONCLUSION

In this paper, the influence of HRM practices and systems on business performance were investigated. In
addition, the overall positive aspects of HRM were analysed. Now, the results in this present systematic review
tend towards the conclusion that HRM has, indeed, a positive correlation with business performance. The
majority of the obtained articles suggested that, undoubtedly, there is a link between good HRM practices and
other business performance metrics.

In contrast, there are studies that have argued the neutral or even negative impact of HRM on overall
performance of companies. Namely, there is a possibility that overly formal approach to employee relationships
may annul the potential positive aspects of HRM systems. The main limitation of this research is the lack of
categorizing articles by time periods and research samples. This would’ve shown how larger and smaller
organizations are affected by HRM. However, the mentioned limitation is not severe and doesn’t affect the
main goal of this present paper.

This study moderately contributes to the existing body of literature. It gives a concise view on HRM influence
on business performance. In addition, a large set of other business metrics is also investigated such as employee
wellbeing, employee productivity, and organizational climate. Certainly, there is room for further research. It
is recommended to address additional sources regarding HRM practices and to add even more business metrics
to create a larger “picture” of the HRM-business performance relationship.
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