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Original scientific paper 
Human Resource Management practices (HRM practices) are essential organizational mechanisms to generate, reinforce and sustain the action plan in 
every organization. The capacity of an action plan depends on the work profile of individuals and teams. This paper proposes a model of HRM practices, 
with the aim of increasing organizational performance through the development and maintenance over time of the work profile of individuals and teams. 
This paper shows that by classifying the activities of the model into two blocks, the work performance of the individuals and teams can increase, which 
subsequently increases and sustains the organizational performance over time.    
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Poboljšanje organizacijskih performansi upravljanjem ljudskim resursima 
 

Izvorni znanstveni članak 
Upravljanje ljudskim resursima u praksi (HRM prakse) je bitan organizacijski mehanizam za generiranje, jačanje i podržavanje akcijskih planova u svakoj 
organizaciji. Kapacitet akcijskog plana ovisi o radnom profilu pojedinaca i timova. Ovaj članak predlaže model HRM prakse, s ciljem povećanja 
učinkovitosti organizacije kroz razvoj i održavanje tijekom vremena radnog profila pojedinaca i timova. Ovaj rad pokazuje da klasificiranjem aktivnosti 
modela u dva bloka, rad i učinkovitost pojedinaca i timova mogu se povećati, čime se potom povećava i održava organizacijska uspješnost tijekom 
vremena. 
 
Ključne riječi: HRM praksa; performanse; pregled radnih profila pojedinaca i timova; strategija i akcijski plan 
 
 
1 Introduction 
 

In each organization Human Resources (HR) consist 
of all human and social capital. Human resources can be a 
source of competitive advantage for organizations [45, 44, 
63]. Authors [62] noted the importance of human 
resources to the organizational performance. Authors in 
[7] considered the impact of human resources to 
organizational performance. The importance and role of 
human resources in regard to organizational performance 
explicitly is presented in [53, 34, 31]. Authors in [62] 
argued that the knowledge, skills and abilities, behavior 
and training of employees are a source competitive 
advantage, and explicitly or implicitly have a critical role 
in determining the long-term performance. Insufficient 
consideration of human resources can lead to stagnation 
in the growth of competitiveness of the organization. 
Author in [24] argued that many organizations use only 
20 % capacity of human resources, which  means, there is 
80 % of the formal potential, (cost burden on business), 
who are inactive or insufficiently active in the realization 
of strategic goals, implying  that there is room for 
improvement of human resource management. Author in 
[28] argued that improving human resource management 
can have a positive effect to organizational performance. 
Human resources and human resource management 
(HRM) have a strategic importance because they are the 
potential value and they are core to generating 
organizational capabilities that make competitive 
advantage and increase performance. However, like 
author in [21] noted, the mechanism on how human 
resources impact organizational performance is not 
clearly understood. 

Human Capital (HC) is generally defined as the 
Knowledge, Skills and Abilities (KSAs) individually and 
collectively contained in the firm's human resources [6]. 
The essential assumption in the studies that examine the 
relationship between human capital and organizational 

performance is that KSAs have a direct impact on 
organizational performance. Performance, organizational 
efficiency and KSAs are relatively proportional, which 
means increasing the level of KSAs has a positive impact 
on performance and organizational efficiency, and vice 
versa [61]. In addition, the organization can increase its 
performance through social capital (SC) that refers to the 
nature of the relationship among people internal and 
external to the organization [36].The assumption in the 
studies that examine the relationship between social 
capital and performance is that organizational 
performance affects the relationships and interactions 
between people, and allows organizations to achieve their 
priorities. Social capital has a strong positive effect on 
performance [60], but presently, there are no authentic 
and practical advices on how to create organizational 
capabilities based on social capital [11]. HRM practices 
can positively affect social capital [11]. Authors in [13] 
found that training of employees increases mutual 
confidence and cooperation. Authors in [62] presented 
how it can create and sustain superior performance 
through human and social capital. The competitive 
advantage and superior performance can be achieved and 
sustained through synergy of human and social capital. 
The workforce must be efficiently networked and 
leveraged to maximize benefits across the organization.        

Many studies that explore HRM are inspired by the 
relationship that exists between strategy, HRM and 
organizational performance. More precisely, researchers 
believe that increased organizational performance is 
achieved through good HRM. There are a number of such 
studies and attempts to find the principles of the 
relationship between strategy, HRM and performance. For 
example, authors in the studies [47, 53, 28], explicitly 
define that HRM practices positively affect performance, 
but also note that the impact of HRM practices on the 
organizational performance is somewhat unclear. 
Previous theory and researches that examined the link 
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between strategy, HRM and performance have concluded 
that human and social capital is a potential resource of 
competitive advantage. Many studies suggested that HRM 
practices can positively affect performance primarily 
through the impact on human and social capital. However, 
mechanism to how HRM practices impact organizational 
performance is not clearly understood. No one has 
succeeded to find the universal HRM practices that can 
equally be implemented in all organizations. Author in 
[21] sets four basic questions that have not been answered 
accurately, and which are necessary for  HRM to make 
progress in the future. Questions ask what combination of 
HRM practices has most impacted performance and how 
the mere existence of the practices makes it work. Each 
organization is unique and requires a special set of 
activities that is at the moment the ideal and illusory. 
HRM practices and their configuration are unique, 
complex and dynamic in every organization because all 
organizations with the environment and the necessary 
strategies are unique, complex and dynamic. Because of 
the dynamic that exists in the organization and 
environment, defined HRM practices are changing over 
time. However, these HRM practices should allow the 
organization to dispose of and use overall human and 
social capital in achieving strategic goals at all times. This 
perspective of the relationship between strategy, HRM 
and performance is complex, but also, it represents more 
the reality of the organization.    
 
2 The role of HRM 
 

Resource BASED VIEW (RBV) is a theoretical 
framework that describes an adequate model relationship 
between strategy, HRM and performance. Because of the 
complexity in the relationship strategy-HRM-
performance, the relationship in the literature is known as 
the "black box". Generally, the relationship strategy-
HRM-performance is shown in Fig. 1.  
 

 
Figure 1 The relationship between strategy-HRM-performance 

 
The problem of an adequate modeling of the 

relationship strategy-HRM-performance is more difficult 
because of the dynamics that exists in the environment 
that affects the organizational capabilities. Organizational 
capabilities develop by learning from the past, present 
adaptation and creation of the future based on prediction. 
Competitive advantage of the firm is that these 
capabilities necessary to create recombine and transform 
the organization within the context of a dynamic 
competitive environment. Authors in [64] concluded that 
this approach, even though difficult to achieve, offers the 
most competitive advantage because of the difficulties of 

copying by other companies. Manyresearches [42, 14, 25, 
30] attempted to identify more specific configurations 
between strategy, HRM and performance, but all studies 
argued that seeking the final configuration is unattainable. 
Good point is that each configuration is unique at the 
moment of creation, but needs to constantly change and 
adapt over time.        

In considering the relationship, the alignment 
between strategy, HRM and performance is critical [8, 56, 
22]. These authors concluded the need to align abilities 
and motivation of employees with complex and dynamic 
strategic goals, organizational processes and results of the 
required work. It means that there is the need for 
alignment between strategy and execution, the theory is 
known as Line of Sight (LOS). The essential assumption 
of this concept is that knowledge and behavior align with 
strategic priorities, to achieve positive organizational 
performance, together with HRM practices that motivate 
employees in execution of strategic goals. The concept of 
LOS is perfect alignment between strategy, HRM and 
performance and represents the ideal state, which can be 
fully achieved only in theory. Achieving alignment is 
necessary, but a complex and dynamic process requires 
permanent monitoring and adjustment over time. In 
pursuit of alignment, the firm can develop resources of 
competitive advantage that are valuable, rare, unique and 
indispensable.      

HRM is a mediator between strategy and 
performance. This role can only perform well if strategy 
of the firm is fully understood.  The literature of strategy 
is focused on the core of organizational capabilities as the 
essential element of organizational performance [49, 44]. 
Strategy should be defined based on the organizational 
capabilities that are  measured by the character of the 
organization to learn and to change according to the 
dynamics of the environment and the  function of the 
resources, knowledge and competence with which the 
organization disposes.  The firm's strategy is the driving 
force of all organizational activities, if it focuses on 
human resources as competitive advantage. Author in [44] 
argued that strategy based on reducing costs can make 
and sustain superior performance. Practice has shown that 
low-cost strategy implies competitive advantage and 
increase organizational performance, however permanent 
cost reduction based on reducing the number of 
employees, often results in decreasing work performance 
of employees because of increased workload and stress 
and thus the overall performance. The implementation of 
efficient cost control cannot be successful without the 
active involvement of all employees who will be 
motivated for this process only if there is a clear 
relationship between them and strategy. Authors in [42] 
proved that by contingent approach, strategy based on low 
cost, differentiation innovation and focusing in the market 
brings competitive advantage. When there is a clear 
relationship between human, social capital and business 
strategy, it will always imply increasing performance.  
Strategic management should define through strategic 
management process an adequate organization strategy 
that is continuously monitored and adjusted according to 
the principle of feedback over time (Fig. 1). Transparency 
of the strategy is the result that organizations achieve in 
fact. Authors in [40] in their study concluded that there is 
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not an agreed methodology of measuring performance, 
therefore different studies examining  the relationship 
strategy-HRM-performance are unconvincing because 
they analyze different levels of the organization (at the 
individual level, at the group level, at the organization 
level) and produce different  performance measurements. 
Each of the three levels (organizational, group and 
individual) contributes to the overall performance [35]. 
Author in [28] noted that there are different aspects of 
performance at the organizational level such as turnover, 
productivity and corporate financial performance. Authors 
in [32] considered how productivity impacts on market 
share. Authors in [20] understood the results of the 
organization due to management characteristics of 
employees, innovation and relationships between 
employees. It means that performance at the 
organizational level is function of several variables such 
as turnover, productivity, achieved finance, market share, 
employee characteristics-human capital, innovation and 
personal relationships-social capital. There is the problem 
how to measure variables that are by nature intangible and 
cannot be measured by numbers. Authors in [5] 
developed a comprehensive model for measuring human 
capital and assessing the impact of human capital to 
organizational performance. These types for measuring 
provide complete and accurate assessment of the impact 
connected with the HRM strategy to performance. 
Performance of the group can be measured similar to that 
at the organizational level. Also, individual 
characteristics, attitudes, behavior and work performance 
can be measured. Authors in [21, 41] addressed the 
complex survey design on sophisticated statistical 
analysis to measure performance.  
 
3 HRM practices 
 

HRM practices have the aim to best perform the role 
of mediator between strategy and performance as the final 
results of the organization. HRM practices are focused on 
human resource in the organization, i.e. the development 
and implementation of human and social capital. Authors 
in [15] concluded that new HRM practices outperform the 
old over time and suggested that organizations need to 
adopt best practices because they proved that the adoption 
of best practices implies decreasing costs and increasing 
revenue. Many authors demonstrated in their studies the 
effect of HRM practices in creating and sustaining 
competitive advantage [43, 3, 38, 15, 18, 28, 59]. The 
researches examine the different combination of HRM 
practices and what the impact they have to organizational 
performance. For example, authors in [2] examined how 
activities such as recruitment, training and compensation 
for employees affect the organizational performance. 
Apart from recruitment, training and compensation, 
important factors that affect organizational performance 
are motivation and participation of employees [23, 39]. 
An interesting approach is the one by Tseng and Lee [57] 
who in their study using Data Envelopment Analysis / 
Analytical Hierarchical Process (DEA/AHP) 
demonstrated the mathematical programming that 
activities such as hiring, training, compensation, 
motivation and participation of employees have a positive 
impact on organizational performance [57]. 

Many current theoretical and empirical studies focus 
on HRM practices as essential resource competitive 
advantage. HRM practices are especially important when 
firms choose to grow through association or when firms 
seek to grow through their international cooperators 
where people do not belong to the culture of the parent 
firm [1]. HRM practices are useful to provide the creation 
and maintenance of other resources necessary for 
planning and executing the strategic priorities of the firm. 
Authors in [9] defined some practical propositions that 
consist of the requirement and sufficient condition for 
increasing organizational performance. They believed the 
requirement condition is that HRM practices generate, 
reinforce and sustain organizational capabilities and 
culture, group norms, individual KSAs and opportunities. 
The sufficient condition is that all those elements needed 
to generate, reinforce and sustain over time must be 
aligned with strategy. The proposed model of HRM 
practices in function of increasing organizational 
performance is shown in Fig. 2. The assumption in the 
model is that superior performance results from the direct 
relationship between strategy (strategic goals) and action 
plan when implemented through the work profiles of 
individuals and teams.  
 

 
Figure 2The model of HRM practices in function of increasing 

organizational performance  
 

Chronologically, the first activity of HRM is 
recruitment. Recruitment needs to attract and select 
candidates who possess necessary competencies to 
perform different categories of works within the 
organization (Fig. 2). Necessary competencies for 
different categories of work need to be defined in regard 
to strategy. Authors in [51] defined competency as the 
basic characteristic of an individual that is causally related 
with work performance or situation. Authors [35] 
described the competencies as configuration of 
knowledge, skills and abilities that allow someone to 
perform professionally. All employees do not possess 
competencies equally significant. Authors in [33] 
presented architecture of human resources based on 
strategic role of employees that consists the value and 
uniqueness of characteristics of employees. Employees 
who possess characteristics of the value and uniqueness 
have the greatest strategic significance. The benefit to the 
organization of these employees far exceeds costs 
required for their development, deployment and the 
managerial and bureaucratic costs. Employees who 
possess characteristics of the value or uniqueness, but not 
both, have less strategic significance, and those who do 
not possess characteristics of the value and uniqueness, do 
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not have strategic significance. It can be concluded that a 
good organization is when all employees can contribute, 
achieving strategic goals and where there are no 
employees with less or no strategic significance. 
Otherwise the layering of employees in strategic 
significance impacts negatively on social capital. Authors 
in [8] concluded that if there is potential of strategic value 
for all activities in the organization, then organizations 
which achieve this state, become better places to capture 
this potential value. Training is an essential activity of 
HRM, intended to prepare individuals and work teams for 
daily tasks (Fig. 2). Training is a critical activity because 
it needs to systematize and improve the existing 
knowledge, skills and abilities (KSAs) of individuals and 
work teams. Training programs can be an important 
resource for preparing employees to cope with job 
demands. As described by author in [29] individuals are 
more ready and available to engage in their roles when 
they can cope with various demands and when they have 
the ability to engage in coping strategies. The result of 
training is the work profiles of individuals and teams. 
Training of individuals and teams can increase the 
influence of organizational culture as the common factor 
of integration of all employees. The organization as 
creator of the organizational culture must align values of 
employees with values of the organization [27]. When 
values of employees align with values of the organization 
then most probably employees will have a positive 
attitude about the organization and is less probably that 
employees will leave this organization [37]. Author in 
[48] concluded that organizational culture is the important 
factor for organizational performance because it shapes 
norms behavior of employees. Organizational culture 
affects the attitude and behavior of all employees 
(individuals and teams), and has a big impact on 
organizational results [54, 50, 55]. These studies showed 
that high work performance and highly engaging are 
related with positive organizational results. It means the 
work profiles of individuals and teams are function of 
knowledge, skills and abilities (systematized and 
improved level of KSAs by training) and organizational 
culture.   

With the full development and utilization of the work 
profiles of individuals and teams, it is possible to allocate 
adequate compensation for achieved work performance of 
employees and stimulate motivation (Fig. 2). 
Compensation and motivation are important activities of 
HRM, needed to enable the organization to exploit the 
total potential of human resources that comprise the   
work profiles of individuals and teams. Compensation 
provides the alignment of interests between the 
organization and the employee based on the assessment of 
work performance. Employees must be responsible in 
executing their tasks. Each daily task of employees must 
be defined, communicated and measured and employees 
need to receive regular feedback on their work 
performance. Compensation must be related to work 
performance of employees [17]. Authors in [19] 
concluded that employees want to contribute in achieving 
the organization goals if they believe their actions are 
instrumental in the system of the organization. However, 
this focus can be problematic because there is often no 
clear and direct relationship between the employee and 

organizational results. Authors in [8] suggested that 
alignment of interests can be done not only by rewarding 
but also through the organizational culture and the work 
itself (if employees believe that their work is significant 
and contribute to the organizational goals, they will be 
more ready to engage in contributing to these objectives). 
These authors, [8], described two related elements: Action 
and Interest that affect the behavior of employees in 
regard to strategic goals. The Action of the employee is 
function of his/her competencies that depend on KSAs. 
Organizations require that competencies be used 
effectively and efficiently (achieved high work 
performance), and that employees have the opportunity to 
apply competencies in achieving strategic goals. This 
opportunity is largely a function of organizational politics.  

It can be concluded that not enough of employees 
possess necessary knowledge, skills, and abilities to have 
the opportunity to contribute in achieving strategic goals. 
They need to possess KSAs and to have the opportunity 
to engage in actions that lead toward the achievement of 
strategic objectives (the necessary condition), but they 
have to also want to do such actions (the sufficient 
condition). Employees will have the desire if there is 
alignment of interests between employees and the 
organization. Alignment of interests is function of 
compensation (external rewards) and all the other benefits 
that employees can get away from the work (internal 
rewards).  HRM has the key role in motivating employees 
in achieving of strategic objectives. Motivation can 
increase the desire of employees - individuals and work 
teams (Fig. 2) to perform the necessary actions. Motivate 
employees is possible if the relationship person – 
organization (P-O) is known [10]. For example, authors in 
[8] found that for employees it was more important to 
understand how to contribute to strategic goals of the 
organization than only to understand those goals. They 
concluded that employees who understand how to 
contribute to strategic goals have more sense of 
belonging. Authors in [26] demonstrated that a higher 
level of P–O can be achieved when leaders encourage 
their workers, colleagues to create a better person – 
organization relationship, and enhance team work [26]. 
The level of P-O can be increased through goal 
congruence of employees and the organization. Authors in 
[58] demonstrated when the goals of employees aligned 
with goals of their immediate supervisors; employees had 
a more positive attitude about the organization and 
remained for a longer period of employment in the 
organization. Goal congruence contributes that employees 
have a better perception of their role within the 
organization, and have more sense significant of tasks, 
which results in increased work performance. 
Furthermore, it can be perceived positively if employees 
have opportunities to participate in the control systems. 
Authors in [4] concluded that employees who have 
opportunity to participate in control systems, possess 
necessary KSAs and incentives to do the task, they will 
perform the tasks better than others who do not have those 
attributes. The opportunity for employees to participate in 
decisions related to the organizational activities or work 
teams, contributes to increase trust between managers and 
employees and it increases motivation due to increased 
awareness of the meaning and significance of the work.    
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4 Conclusion 
 

HRM practices are strategically important only if 
they facilitate the development of human and social 
capital necessary to create and perform the organization 
strategy as driving force of all organizational activities. 
HRM can help the organization to develop necessary 
culture for creating and performing strategy. HRM 
practices are the essential organizational mechanisms to 
generate, reinforce and sustain activities of employees, 
and measure the performance of an action plan. It is not 
enough that there are HRM practices; they have to be 
efficiently implemented by managers and employees. 
HRM can increase strategic value of the organization by 
designing the organization and management changes. 
Organization design is fundamental to the creation of 
social capital. Efficiently management of organizational 
change is essential to achieving and maintaining 
alignment between strategy, HRM and performance. 

In this paper is suggested a model of HRM practices 
in function of increasing organizational performance. 
Organizational culture takes the important place in the 
model, it acts on individuals and work teams and affects 
their work profiles. Working potential of individuals and 
work teams can be increased by organizational culture, 
only if organizational culture is a common factor in the 
integration of all employees. It influences the attitudes 
and behavior of each employee either working 
individually or as part of a team and therefore in the 
aggregate it impacts the organizational results. Otherwise, 
wrongly created (consciously or unconsciously by the 
organization) organizational culture is the disintegration 
factor of employees, decreasing the working potential of 
individuals and teams, and the overall organizational 
performance. Further, the main activities of the model are 
recruitment, training, compensation, motivation and 
participation that are classified according to coherence in 
two different blocks of activities. The first block consists 
of recruitment and training, the second block consists of 
compensation, motivation and participation. The first 
block, recruitment and training, is directly proportional to 
the activities. It means that the result of training directly 
depends on recruitment, accurately it is better to attract 
and select candidates that will be trained to perform 
various categories of the works within the organization. 
Systematization and improving existing knowledge, skills 
and abilities of individuals and work teams through 
training implies that employees perform a more 
professional role. In the model, the result of training is the 
work profiles of individuals and teams, which are 
continually influenced by the organizational culture. The 
second block, compensation, motivation and participation, 
is also important in the full development and utilization of 
human resources – work profiles of individuals and 
teams. Compensation as alignment of interests between 
the organization and employees should be related to the 
individual employee and the value of that employee to the 
organization. This alignment of interests will increase the 
desire and necessary actions to achieve strategic 
objectives. Motivation on individuals and work teams 
enhances the desire to do necessary actions. If employees 
understand how to contribute to strategic goals and if 
there is goal congruence between them and the 

organization, individuals and work teams will have the 
sense of belonging that enhances the performance of 
individuals and teams. In such an atmosphere, individuals 
and work teams will be better motivated, accurately they 
will perceive their role better, and they will have a greater 
sense of significance of the tasks performed, increasing 
performance levels.  It is recommended that individuals 
and work teams be given the opportunity to participate in 
the control systems, as it increases mutual confidence and 
motivation because of increased awareness of the 
meaning and significance of work. It means, in the second 
block, that compensation, motivation and participation are 
directly dependent on each other. The best effect on work 
profiles of individuals and teams can be obtained if there 
is a synergy of these three activities. Also, it needs that 
work profiles of individuals and teams are monitored over 
time depending on the circumstances. It means that two 
blocks of activities have to be adopted over time and 
impact the work profile of individuals and teams based on 
perceived changes. In this way a mechanism will be 
established that will be a mediator between performance 
and strategy. This mechanism will generate and sustain 
superior organizational performance over time.      

Superior organizational performance is the result of 
the direct relationship between strategic goals and the 
action plan. In the suggested model the action plan is 
function of the work profiles of individuals and teams. It 
is shown that work performance of individuals and teams 
is possible to be enhanced based on HRM practices, 
which increase and sustain organizational performance 
over time. Future research could be based on the 
quantification of the increase in performance by each 
particular HRM activity through the work profiles of 
individuals and teams. For example, to what extent any of 
the presented activities affects individuals and teams and 
total organizational performance. For such analysis, it is 
necessary to use contingent approach and comprehensive 
models to accurately describe and capture the complexity 
and dynamics of strategy and HRM. Also, in this paper, 
modeled activities are related to organizations that are 
characteristically planned, and possess a structure and 
processes. However, organizations are living organisms 
and they are influenced by various interacting factors that 
can lead to the unplanned and exceptional circumstances. 
Colbert [12] recommended that researches examine the 
human interactions and processes (both planned and 
unplanned conditions) that lead to the creation of various 
HRM practices, and find how these interactions and 
processes develop over time. As the author in [12] 
recommended, these and other questions should be 
examined using qualitative methods. 
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