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Background and Motivation

Since the mid of 1980s there has been an
increase of the importance of HRM in
organisation in developed countries
around the world. With the years the
understanding of the significance of HRM
for the achievement of organisational
goal grew. Several scholars have
examined the relationship between

Human Resource Management and
subjective and financial performance of
an organisation (Schuler and
MacMillan, 1984; Schuler and Jackson,
1987, 2005; Storey, 1992; Arthur, 1994;
Purcell, 1995; Delaney and Huselid,
1996; Delery and Doty, 1996; Huselid,
1995; Huselid et al., 1997; MacDuffie,
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1995; Wood and de Menezes, 2008;
Pfeffer, 1998; Gratton et al, 1999; Truss,
2001; Guest et al, 2003; Paauwe, 2004;
Wright et al, 2005; Lepak, Smith and
Taylor, 2007; Lepak et al., 2006; Sun,
Aryee and Law, 2007; Subramony, 2009;
Frenkel & Lee, 2010; Messersmith et al,
2011; Darwish et al, 2015).  Earlier
researches were mainly concerned with
testing the generalizability of North
American behavioural theories and
technologies with other countries but
with the growing demand of globalisation
& liberalisation practitioner and
researcher have started paying more
attention to the study of culture as an
explanatory variable. Authors have
acknowledged that HRM originally
developed in the United States (Brewster
& Bournois, 1991; Brewster &
Hegewisch, 1994; Brewster & Larsen,
1992). After spreading its root in the
United States, it spread, first to the nation
with cultural proximity, then to the
countries with more cultural difference
(Clark & Mallory, 1996). Contrary to the
above statement some scholars argued
that every culture has developed through
its own specific history and has unique
insight into the management of
organisation and their human resources
(Laurent, 1986). Pieper (1990) asserted
that single universal model of HRM does
not exist. Based on the above argument
several researches has been made to
compare cultural impact of different
countries on HRM like Lisbeth Claus
(2003) in one of her study similarities and
differences in Human resource
management in European Union

concluded that European HRM operates
in polycentric mode than U.S HRM which
seeks universality and standardization.
Sohel Ahmad & Roger G. Schroeder,
(2003) conducted a research on impact
of human resource management practices
on operational performance: recognizing
country and industry difference in which
study has been made on four countries
i.e. Germany, Japan, Italy and U.S.A and
three industries including automobile,
electronics and machinery revealed that
differences in HRM practices exist in
plants operating in different countries and
mixed result obtained in comparing the
HRM practices in three different
industries. Aycan et al (2000) compare
the impact of culture on HRM practices
in 10 countries. But less attention were
paid towards comparing the impact of
HRM practices on organisational
performance in different countries. So the
current study made an attempt to fill this
gap in the literature by providing an
understanding about the impact of HRM
practices on organizational performance
in eastern & western context.

Review Objectives
The main objective of this study is to
review the impact of HRM practices on
organizational performance in eastern &
western countries and to identify the
similarities and differences between
eastern and western countries based on
literature.

HR Practices and Organizational
Performance: Eastern Perspective
Most of the human resource management
theories, practices and literature
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originated in the Western countries like
U.S. and U.K. However, globalization and
cross-cultural interaction highlights the
differences in national cultures, and it is
clear that Eastern and Western countries
have different approaches, perspectives,
norms and practices. Eastern countries
which are included in this study are
China, Malaysia, India, Bangladesh,
Jordon, Oman and Pakistan. Singh
(2004) investigated the relationship
between six HRM practices and firm level
performance in India. The study found a
significant relationship between the two
HR practices, i.e. training and
compensation, and perceived
organisational and market performance
of firms. Akhtar et al (2008) study in
Chinese enterprise indicates that a valid
set of strategic HRM practices (training,
participation, results–oriented appraisals
and internal-career opportunities) affect
both product/service performance and
financial performance. The significant
impact of training on both product/
service performance and financial
performance are in conformity with other
previous studies that shows training and
development is perceived as an important
strategic HRM practice by managers
(Jennings et al., 1995).  Som (2008)
examined the impact of innovative SHRM
practices on firm performance. Results
indicated innovative recruitment and
compensation practices have a positive
significant relationship with firm
performance. Their results also revealed
that recruitment, role of the HR
department and compensation practices
seems to be changing significantly within

the Indian firms in the context of Indian
economic liberalization and innovative
HRM practices was not found to be
significant in enhancing performance
during the liberalization process.
Research in Malaysia by Abdullah et al
(2009) take six factors for study i.e.
Training and Development, Teamwork,
Compensation/Incentives, HR Planning,
Performance Appraisal, and Employee
Security and found that out of six HRM
practices four HRM practices are
correlated with the business performance
while the other two practices
compensation/incentives and employees
security did not have any impact on
business performance. This study by Kim
et al (2010) in China reviewed various
published articles focusing the most
important topic of strategic human
resource management: the relations
between human resource management
and firm performance, this reviews
suggests that china based research has
contributed significantly to the field of
SHRM and provide evidence that HPWS
lead to positive organizational outcomes.
Absar et al (2010) in Bangladesh
examined the effects of Recruitment &
Selection, Training & Development,
Compensation and Performance
Appraisal on organizational
performance. The result revealed that out
of all HR practices only performance
appraisal has significant impact on
organisational performance.
Moideenkutty et al (2011) study in Oman
found that high involvement HRM
practices will be positively related to
subjective and quantitative measures of
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organisational performance, ratio of book
value to market value. This means that
organisation that implement highly
selective staffing, extensive training,
performance management practices and
employee empowerment are likely to have
higher organizational performance. Beh
& Loo (2013) study in an insurance sector
Malaysia examine the relationship
between best human resource practices
i.e. Strategic HRM Alignment,
Recruitment & Selection, Training &
Development, Compensation & Benefit,
Performance Appraisal, Internal
Communication, Career Planning and Job
Design with firm performance. The study
revealed that performance appraisal,
internal communication, career planning,
training & development, recruitment &
selection, and SHRM alignment in the
organization have positive relationship
on firm performance. The results also
indicate that performance appraisal
practices have strong and positive
correlation with organizational
performance followed by internal
communication practices career planning
and training and development.  A study
in Bangladesh by Khatoon et al (2013)
examines the practices of SHRM in some
selected commercial banks and its impact
on firm’s financial performance. SHRM
in this study includes HR Strategy and
Organization, Strategic Recruitment &
Selection, Strategic Training &
Development, Strategic Performance
Management System, Strategic
Compensation & Rewards, Employee
Separation and Employee Participation in
Management and the study found that

out of seven SHRM two SHRM practices,
namely employee participation in
management and strategic performance
management system was not at standard
level. This study suggests that firms
should concentrate on employee
participation and strategic performance
management system to achieve better
financial performance. A study  in
Pakistan by Saeed et al (2013) concludes
that significant and positive relation exist
between HRM practices (staffing
practices, training programs and
incentive practices) and organization’s
performance. A research by Rhee et al
(2014) in China include four HRM
practices Recruitment, Training,
Participation and Compensation and
found that HR practices except
recruitment had positive effects on
financial performance while all four HR
practices had positive effects on non-
financial performance. Davinder
Dhingra (2015) conducted a research in
India includes Planning, Recruitment,
Selection, Training & Development,
Performance Evaluation, Career
Management & Rewards as HRM
practices and the result shows not only
the positive and significant relationship
between HRM practices and
organisational performance but also
organisational culture, employee’s
commitment & performance, working
environment and output of the firm. A
research on HRM in Jordan by Darwish
et al (2015) which is a relatively
developed and stable Middle Eastern
country with a significant industrial and
commercial base is conducted with Five
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key areas of HRM: Recruitment and
Selection; Training; Internal Career
Opportunities; Performance Appraisals;
and Incentives & Rewards compared the
impact of these practices with objective
performance and found that of the five
HR practices, training is the only practice
positively related to ROA and is
marginally positively related to ROE. The
rest of the HR practices results revealed
no significant positive effects on financial
performance. When these HR practices
compared with subjective organisational
performance the result shows training
once again significantly affects perceived
financial performance and in addition
Internal career opportunities and extrinsic
incentives and rewards have significant
impacts on perceived financial
performance, but not on actual
performance and with regard to the rest
of the HR practices, the results shows no
significant effects of recruitment and
selection, performance appraisal system,
and intrinsic incentives and rewards on
perceived financial performance.

HR Practices and Organisational
Performance: Western Orientation
In the Western countries also the
conceptual and empirical link between
SHRM and firm performance has been
well established in the literature (Huselid,
Jackson, & Schuler, 1997; Wright &
Gardner, 2003; Bowen & Ostroff, 2004;
Katou & Budhwar, 2009; Ezejiofor et al,
2015). Western Countries used in this
Study are U.K, U.S., Canada, Nigeria,
Spain, Greek, Ireland, and New Zealand.
Huselid (1995) survey of HR executive
in US corporation examined HR practices

representing HPWS found that his HR
index is significantly related to gross rate
of return on assets (a measure of
profitability) and Tobin’s Q ( the ratio of
the market value of a firm to its book
value). This study provided the
foundation for future research. Delaney
and Husel id (1996) survey in U.S suggest
that progressive HRM practices including
selective staffing, training, and incentive
compensation are positively related to
perceptual measures of organizational
performance.  Ramsay et al (2000)
examined the HPWS and performance
linkage through employee outcomes by
testing different model i.e. HCM (High
Commitment Management), HIM (High
Involvement Management), & LP (Labour
Process) and the result confirms the
relationship between HPWS style
practices and number of measures of
workplace performance. Guthrie (2001)
examined the impact of HR practices on
turnover and productivity of firms in
New Zealand and  found that HR
practices had an impact on turnover and
positive relationship found between
retention & productivity when firms
implemented high-involvement HR
practices, but negative when they did not.
Wright et al (2003) conducted research
in U.S and Canada to examine the effect
of HPWP on firms’ profitability and
performance, four key HPWP were
identified which are; remuneration,
training, selection and employee
participation and six indicators of
performance namely; profitability,
shrinkage, expenses, quality, productivity
and compensation were used in this
study. The result shows that HPWP leads
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to employee commitment and also had
significant impacts on firms’ profitability.
Another study in Hong Kong by Chow
(2004) for determining whether the
implementation of complementary
HPWP affect the firms’ performance or
not. Six key indicators of performance
were used to measure the firms’
performances which are recruitment, net
profit, retention, sales turnover,
employees’ morale and product/service
innovation. The results revealed that the
adoption of complementary HPWP leads
to increase in employees’ productivity and
firms’ performance. Guest et al (2003) in
U.K covered nine main areas of HRM:
recruitment & selection; training &
development; appraisal; financial
flexibility; job design; two-way
communication; employment security
and internal labor market; single status
and harmonization; and quality to
examine the relationship between HRM
with objective and subjective measure of
performance such as labor turnover,
absence and industrial conflict & in
addition labor productivity and financial
performance were also used in
manufacturing and service sector. The
result show positive relationship between
use of more HR practices and lower labor
turnover and higher profitability but no
association between HR and productivity
when objective performance measure is
used. It shows stronger association
between HRM and both productivity and
financial performance when subjective
performance measure is used. Lopez et
al (2005) study the relationship between
high performance human resource
practices, organisational learning and

business performance of Spanish
universities. They argued that high
performance human resource practices
have a positive effect on organisational
learning which leads to a positive
influence on business performance. The
result concluded that the human resource
practice has no direct effect on business
performance, but it has indirect
relationship. Kalleberg et al. (2006)
examined how the adoption of HPWP in
US differs between profit-making, non-
profit making and the public sector. The
survey data was derived from the 1996
National Organizations’ Study which was
collected from 1996 & 1997. The study
used four practices as HPWP namely;
multi-skilling, teamwork, committees and
reward incentives as against flexibility,
innovation, and high quality as
performance indicators. It was found that
differences exist in the adoption of HPWP
among the three types of firms. A Study
by Katou & Budhwar, (2009) in Greek
manufacturing sector concluded that
HRM policies are moderated by business
strategies (cost, innovation, and quality),
managerial style (degree of
decentralization) and organizational
culture (expertise vs hierarchy) and in
addition they concluded that HRM
policies do not directly impact
organizational performance but their
impact is fully mediated by employees
skills, attitudes, and behavior. A research
by  Heffernan et al (2009) in Ireland used
HPWS HRM practices to examine the
indirect HPWS-performance linkage and
the results shows that HPWS is positively
correlated with performance measure
namely organizational performance, HR
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performance, employee performance &
innovation and negatively related with
employee turnover and absenteeism. In
addition it shows the significant positive
correlation between HPWS, creativity
climate & organisational performance.
Creativity climate act as a partial
mediator in the relationship between
HPWS and organizational performance.
Qureshi et al (2010) have selected human
resource management practices such as
selection, training, performance appraisal
system, compensation, employee
participation to see their impact on
financial performance of banks in
Nigeria. The result concluded that all
practices have a positive relationship and
impact on financial performance of
banks. Thang et al (2010) analyze the
relationship between HPWS and firm’s
performance using training as a major
tool of HPWS the findings revealed that
training has a positive impact on both
financial & non-financial performance.
Ferreira et al (2012) determines
Europeans viewpoint on HPWP and tries
to know the effect of HPWP on European
companies’ performance which includes;
teamwork, reward and training. The
findings revealed five bundles of HPWP
which are representation of employees
and training, rewards on profit sharing,
teamwork, ownership rewards, and
communication. They suggested that
indeed the European approach towards
the adoption of HPWP was opposed to
the Universalists paradigm and found
absence of a positive effect between
HPWP and firms’ performance. While,
teamwork, communication and training
had positive effects on firms’ performance,

employee representation on the other
hand had negative effects on firms’
per form ance. Ezejiofor et al (2015)
conducted a research in Nigeria and
found that human resource management
had a significant effect on business
performance of organization, in addition
training and development, good planning
system and proper management act as a
motivator.

Similarity and Variability in the context
of Eastern vs Western Literature
This study on the basis of different
literature tries to find out similarities and
differences in the use of HRM and its
impact on different HR and
organisational outcomes. Different
studies have focused different HRM
practices while examining the impact of
HRM on performance. Some of the
findings show positive relation between
HRM and performance while some shows
no effects. Research shows that an
effective HRM practice is positively
related to financial and non-financial
organisational performance. But,
generalisation of “best HRM” may not be
possible across different countries because
of institutional & cultural differences.
Culture influence behaviour in a group
that leads to sub culture, culture and sub-
culture affect employees’ values and
values influence employees’ perception
and decisions. Culture is not the only
factor that influence HRM practices in
different countries other elements like
organisational structure, motivational
program, communication, conflict
resolution, also influence HRM practices.
In eastern countries organisational
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hierarchy is strictly followed and
autocratic leadership style is used,
western countries used democratic style
and organisational structure is flatter.
Western countries give much importance
to individual reward & compensation
package and personal career
management, eastern countries value
collective reward and steady progression,
promotion and rewards were given on
seniority basis. Communication in
western countries is direct, while
communication in eastern countries is
mostly indirect. Email, networking
forums, other management forums were
mostly used in western than eastern
countries. In eastern countries people
believe in harmony and holistic approach
and people resolve conflict through
accommodation and compromise
whereas western countries emphasize on
ignoring and withdrawing conflict.
Eastern nations value people over process.
Western countries help individual in
getting success this help the business there
to introduce organisational change with
low resistance. Whitley, (1992); lane,
(1994) noted national elements like,
governance, trade union, economics, legal
and financial system which together
shape the national business system, are
the main cause of differences in HRM
across nations. Universalists approach
believes that best practice HRM will be
successful with globalisation and
increased knowledge of these best
practices will make HRM similar across
countries. However, contextual approach
believes that HRM practices will continue
to vary between countries because of
differences in culture, socio-economic

condition and other factors. Hofstede
(1980) suggested four generic culture
dimensions i.e. Large Vs. Small Power
Distance, Individualism Vs. Collectivism,
Strong Vs. Weak Uncertainty Avoidance,
Masculinity Vs. Femininity which
influence HRM practices. Aycan et al
(1999) indicated that cultural dimensions
impact the working of business especially
human resource management practices as
it involves dealing with human capital
who have been socialized in that
environment. Erez (2004) suggested that
management must fit the national culture
to be effective. Many studies have shown
that effectiveness of HRM depend on how
well these method are suitable with the
culture in which they are implemented
including China (Warner, 1998); Korea
(Bae & Lawler, 1998); Kenya(
Nyambegera, Sparrow & Daniels,
2000). If a country is high power distance
(means the extent less powerful in a
society expect and accept unequal
distribution of power) and high
uncertainty avoidance then practices like
empowerment, participation in decision-
making, and flexible job description may
not impact on organisational
performance.

Proposed Model
As stated above in this study that many
scholars have attempted to understand
the HRM-performance linkage whether
direct or indirect in order to enhance
organisational performance. The reason
behind these studies is the belief that a
strategic shift has taken place from
traditional HRM to strategic HRM. Delery
and doty (1996) identified three groups
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of researcher and their perspectives they
have followed in theorising SHRM they
are, Universalists (best practices),
Contingency approach (internal or
external fit), & Configurational approach
(internal and external fit). There is
confusion among researcher regarding
what HRM practices and what number
of HRM practices should be used to
enhance the organisational performance.
Different researchers have used different
practices to examine the HRM-
performance linkage. But, there is need
for specific theory on HRM, these specific
practices help in achieving better
organisational performance and these
practices have been assigned different
term by different researchers such as
“best practices”; “high-performance
work system (HPWS)”; “high-
involvement practices” and “high-
commitment practices”. Best practice or
high performance work system can be

defined as HR practices that have
universal and positive effects on
organizational performance. Best
practice HRM is based on assumption that
certain set of practices aimed at high
commitment or high involvement will
benefit all organizations regardless of
context.  Researchers have suggested that
HPWS influence employee skills,
motivation, and opportunities to
contribute (Lepak, Liao, Chung, &
Harden, 2006; Liao, Toya, Lepak, &
Hong, 2009) and indirectly affect
organisational performance. Pfeffer,
(1998) proposed seven HPWP, which are
shown below in model. Delery and Doty
(1996) assumed these seven practices as
best practices as they were of the opinion
that comparatively some practices are
always better than other the firms must
identify them and adopt these as best
practices.

Figure 1 : Model showing Direct & Indirect Impact of HRM Practices on
Organisational Performance
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Conclusion and Practical Implications

This study review the impact of various
HRM practices on organisational
performance based on eastern and
western perspectives. It is found that
different studies in both countries i.e.
western and eastern used different HR
practices to examine the HRM-
Performance linkage. Some practices
show positive relationship and other
shows no relationship with
organisational performance. However, in
eastern countries which are included in
this study practices like training,
performance appraisal, compensation,
recruitment, employee participation
generally have positive impact on
performance. In addition training found
to be significantly related to performance.
In western countries also HRM practices
based on HPWS like selection, team work,
employee participation, training,
compensation, single status etc shows
positive relation with performance.
However some of the studies reveal that
there exist indirect relation between HRM
and performance which reveal that there
are certain variables that act as a mediator
in HRM-performance linkage. Studies
reveals that HRM practices are
influenced by cultural dimensions and it
plays an important role in shaping the
HRM practices (Gooderham, Nordhaug
& Ringdal, 1999; Khilji, 2003) but it is
not the only factor various internal and
external factor also influence that. This
study will be helpful to future researchers
and scholars as it provides an overall
review of the HRM practices in eastern
and western context and its impact on

performance. It will be also helpful in
determining the some of the best practices
HRM practices which will enhance
organisational performance. However,
specific HRM practices cannot be
predicted still further in-depth research
in this area is required.

Scope for Further Study

This study has certain limitations as it
used only some of the popular eastern
and western nations and the difference
is shown between the two but, cultural
differences within the eastern and
western countries also exist. For example
between Japanese and Chinese in respect
to data processing (Minkies 1994), and
between French and British firms
regarding hierarchy and authority (Foster
& Minkies 1999). Hence, this gives the
researchers scope to further examine the
differences in HRM practices and its
impact on performance within the
eastern countries or western countries.
Since this study is a review paper, an
empirical study can be conducted in
future by the researchers and scholars.
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