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Abstract 
Strategic Human Resource Management (SHRM) has emerged as a critical 
determinant of organizational success and sustainable competitive advantage in 
the modern business environment. This review paper examines the theoretical 
foundations, strategic frameworks, and empirical evidence linking human 
resource practices with organizational performance. The study explores major 
SHRM perspectives, including the universalistic, contingency, configurational, 
and contextual approaches, highlighting how each contributes to understanding 
the relationship between HR systems and business outcomes. Particular attention 
is given to the Resource-Based View (RBV), which positions human capital as a 
valuable, rare, inimitable, and organizationally embedded resource capable of 
generating long-term competitive advantage. The paper further analyzes High-
Performance Work Systems (HPWS) through the Ability–Motivation–
Opportunity (AMO) framework, demonstrating how integrated HR practices 
improve employee capabilities, engagement, innovation, and productivity. 
Empirical and meta-analytic evidence reviewed in the study confirms a strong 
positive association between strategic HR practices and financial, operational, 
and market performance indicators across organizations of different sizes and 
industries. Additionally, the review investigates emerging strategic frontiers, 
including Artificial Intelligence (AI), algorithmic management, Green Human 
Resource Management (GHRM), diversity and inclusion initiatives, and the 
influence of national culture on HR effectiveness. The findings indicate that 
organizations capable of aligning HR strategies with business goals, technological 
transformation, and sustainability objectives are better positioned to achieve 
resilience and long-term success. Overall, the paper concludes that SHRM has 
evolved from an administrative support function into a strategic organizational 
capability essential for innovation, adaptability, and sustained organizational 
excellence in a rapidly changing global economy. 
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INTRODUCTION 
The conceptualization of human beings as the 
primary engine of organizational success 
represents perhaps the most significant shift in 
management theory during the modern era.  
Strategic Human Resource Management (SHRM) 
has emerged as a discipline dedicated to 
understanding how the configuration of people-
oriented practices can be leveraged to drive 
sustainable competitive advantage and superior 
organizational outcomes (Becker & Huselid, 
2006). Unlike traditional personnel management, 
which often functioned in a siloed, administrative 
capacity, SHRM represents a proactive integration 
of human resource policies with the overarching 
strategic goals of the enterprise. This integration is 
predicated on the belief that human capital—the 
collective knowledge, skills, and abilities of a 
workforce—is not merely an operational cost but a 
unique strategic resource that is difficult for 
competitors to replicate (Wright, 2001). 
The contemporary business environment is 
characterized by unprecedented volatility, driven 
by rapid digitalization, globalized competition, 
and shifting societal expectations regarding 
sustainability and inclusion. In this context, the 
role of HR has transitioned from managing 
transactions to architecting systems that foster 

innovation, agility, and commitment (Storey & 
Wright, 2023). The evidence indicates that when 
HR practices are aligned both internally 
(horizontal fit) and externally with the business 
strategy (vertical fit), they create a synergistic effect 
that significantly improves financial, market, and 
operational performance (Kehoe, 2021). As 
organizations increasingly turn to artificial 
intelligence and algorithmic management to 
enhance efficiency, the strategic imperative 
remains the effective management of the human-
technology interface to ensure that technological 
investments yield a genuine performance edge 
(Rahmawati, 2025). 
 
Foundational Perspectives on Strategic Human 
Resource Management   
The theoretical development of SHRM has been 
shaped by a long-standing debate between those 
who believe in universal "best practices" and those 
who argue that the effectiveness of human 
resource management is entirely contingent upon 
organizational context and strategy. This debate 
has led to the emergence of four primary 
theoretical perspectives that provide the 
framework for understanding how HR influences 
performance (Storey & Wright, 2023). 
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Figure 1: The Strategic Alignment Cycle: Integrating HR Techniques with Business Strategy to Drive 

Performance and Competitive Advantage. 
The Universalistic Perspective 
The universalistic perspective, frequently termed 
the "best practice" approach, is anchored in the 
proposition that a specific set of human resource 
practices will consistently lead to improved 
performance regardless of the industry, firm size, 
or business strategy (Huselid, 1995). Proponents 
of this view, such as Jeffrey Pfeffer, suggest that 
high-performance work practices act as a 
transformative force, increasing employee 
motivation and skill levels to a point where the 
organization as a whole becomes more productive 
(Pfeffer & Veiga, 1999). Under this model, the 
relationship between an independent variable 
such as formal training or performance-based pay 
and a dependent variable, like financial 
profitability, is assumed to be linear and universal 
(Pfeffer, 1998). 
The logic of the universalistic approach is 
grounded in its simplicity and clarity. It identifies 
a limited set of practices often including 
employment security, selective hiring, self-
managed teams, and information sharing that are 
believed to elicit "smarter" and "harder" work from 

employees (Arthur, 1994). However, this 
perspective has faced criticism for neglecting the 
interaction effects between practices and for its 
implicit assumption that these effects are additive 
rather than synergistic (Delery & Doty, 1996). 
Furthermore, if such practices are truly universal, 
they may lead to competitive parity rather than a 
sustainable advantage, as any competing firm 
could adopt the same suite of policies to achieve 
similar results (Boxall & Purcell, 2011). 
 
The Contingency and Configurational 
Perspectives  
The contingency perspective, or the "best fit" 
approach, challenges the universalistic view by 
arguing that HR practices must be aligned with the 
organization's specific business strategy to be 
effective (Miles & Snow, 1984). This model 
emphasizes "vertical integration," where human 
resource policies are tailored to support the firm's 
strategic objectives be it cost leadership,  
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differentiation, or innovation. For instance, a firm 
pursuing a differentiation strategy based on 
innovation would benefit from long-term oriented 
training and broad job designs that encourage 
creativity, whereas a cost-leadership firm might 
prioritize efficiency-driven recruitment and 
narrow job descriptions (Apascaritei et al., 2024). 
The configurational perspective takes this a step 
further by focusing on "horizontal fit," or the 
internal consistency of the HR system. This view 
argues that performance is not the result of 
individual practices or even a simple alignment 
with strategy, but rather the result of "bundles" of 
mutually reinforcing practices (Opara & 
Waheduzzaman, 2025). This perspective is built 
on the principle of equifinality, which suggests 
that organizations can reach the same level of 
effectiveness through different configurations of 
practices. The configurational model suggests that 
the pattern of practices creates a unique 
organizational climate that is far more difficult for 
rivals to imitate than any single policy (Apascaritei 
et al., 2024). 

The Contextual Perspective  
The contextual perspective expands the scope of 
analysis beyond the firm to include the broader 
socio-institutional environment. It considers how 
national culture, labor market regulations, 
government policies, and union presence 
influence the choice and effectiveness of HR 
strategies (Schuler & Jackson, 1987). This view is 
particularly relevant for multinational 
corporations that must balance global consistency 
in their HR practices with the need for local 
responsiveness in diverse geographic markets. The 
contextual perspective views the organization as 
part of a complex socio-ecological framework 
where HR decisions are not made in a vacuum but 
are shaped by the social norms and legal 
frameworks of the region in which they operate 
(Opara & Waheduzzaman, 2025). 
 
 

 

Perspective Theoretical 
Foundation 

Primary Mechanism Strategic Focus 

Universalistic Best Practice Linear additive effects of 
superior policies. 

Identifying and adopting "gold 
standard" HR practices. 

Contingency Strategic Fit Alignment between HR and 
business strategy (Vertical). 

Tailoring HR to support specific 
strategic goals (e.g., cost vs. 
innovation). 

Configurational Bundling Internal synergy and 
consistency (Horizontal). 

Creating self-reinforcing systems of 
practices. 

Contextual Institutionalism Socio-cultural and 
regulatory adaptation. 

Balancing global standards with 
local environmental demands. 

The Resource-Based View and Sustained 
Competitive Advantage 
The Resource-Based View (RBV) of the firm 
provides the primary theoretical anchor for 
SHRM, shifting the focus of strategy from external 
market positioning to the internal resources and 
capabilities that make an organization unique. 
According to RBV, sustained competitive 
advantage is achieved when a firm possesses 
resources that are valuable, rare, inimitable, and 
non-substitutable (VRIN). Human resources are 
considered the quintessential strategic asset 

because they often satisfy all these criteria (Barney, 
1991). 
 
The VRIO Analysis of Human Capital 
To evaluate whether human resources can truly 
serve as a source of long-term advantage, scholars 
often apply the VRIO framework, which stands 
for Value, Rarity, Imitability, and Organization 
(Kryscynski et al., 2021). 
1. Value: Human capital is valuable if it 
enables the firm to exploit market opportunities 
or neutralize threats, thereby improving efficiency 
and effectiveness. For example, a workforce with 
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highly specialized technical skills allows an 
organization to innovate faster than its 
competitors (Delery & Roumpi, 2020). 
2. Rarity: A resource must be scarce among 
current and potential competitors to provide an 
advantage.  If all firms in an industry have access 
to the same pool of talent with identical skills, 
human capital leads to competitive parity rather 
than a superior edge. 
3. Imitability: Sustained advantage requires 
that a resource be difficult and costly for others to 
replicate. Human resources are uniquely difficult 
to imitate due to "causal ambiguity" and "social 
complexity" (Chadwick & Li, 2024). Causal 
ambiguity exists when it is unclear exactly which 
HR practices or cultural elements are responsible 
for success, making it impossible for rivals to copy 
the "formula". Social complexity refers to the 
intricate web of relationships, trust, and shared 
values that develop over time within an 
organization and cannot be bought on the open 
market (Park & Shaw, 2022). 
4. Organization: Finally, the firm must be 
organized to capture the value of its resources. 
This requires management systems, processes, and 
policies that are specifically designed to leverage 
the skills and commitment of the workforce. 
Without proper organizational support, even a 
valuable and rare workforce will result in an 
"unused competitive advantage" (Barney & 
Hesterly, 2021). 
 
Human Capital as a Strategic Moat  
The RBV posits that competitive resilience in the 
digital era depends on the capacity to continuously 
upskill and retain a workforce that can operate 
alongside intelligent systems. By prioritizing the 
development of organization-specific 
competencies, firms create a deep reservoir of tacit 
knowledge that competitors struggle to replicate 
(Becker & Huselid, 1998). The evolution of the 
workforce from a variable cost to a driver of 
organizational prowess means that HR practices 
must shift from "consumption-oriented" to 
"development-oriented" approaches. This strategic 
focus on long-term capability building ensures that 
the firm remains agile in the face of market 
disruptions (Knapp & Mujtaba, 2023). 

High-Performance Work Systems and the AMO 
Framework 
The practical implementation of SHRM often 
takes the form of High-Performance Work 
Systems (HPWS), which are integrated sets of 
human resource practices designed to enhance 
employee skills, commitment, and productivity. 
These systems are built on the premise that 
employees are a competitive advantage, and that 
performance is maximized when everyone 
regardless of their role feels engaged and 
understands how their work contributes to the 
company's vision (Delery, 1998). 
 
Deconstructing the AMO Model  
The relationship between HR practices and 
performance is most effectively explained by the 
Ability, Motivation, and Opportunity (AMO) 
framework. This theory suggests that for high 
levels of performance to occur, employees must 
have the necessary skills (Ability), the desire to 
perform (Motivation), and a work environment 
that allows them to participate (Opportunity) 
(Appelbaum et al., 2000). 

𝑃 = 𝑓(𝐴 ×𝑀 ×𝑂) 
This interactive model implies that if any of the 
three elements is missing, the others become 
significantly less effective. For instance, a highly 
motivated employee who lacks the necessary 
training (Ability) will be unable to meet 
performance standards, just as a highly skilled and 
motivated employee will be stifled if the 
organizational structure does not allow them to 
exercise autonomy (Opportunity) (Boxall & 
Purcell, 2011). 
 
Ability-Enhancing Practices 
Ability-enhancing practices focus on the selection 
and development of human capital. Selective 
recruitment ensures that the organization attracts 
candidates who not only possess the basic 
qualifications but also demonstrate the potential 
to fit the organizational culture. Once hired, 
comprehensive training programs are utilized to 
upgrade employee knowledge and skills, ensuring 
that the workforce remains capable of performing 
complex tasks in a changing environment. In the 
context of the digital economy, this includes 
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modeling skills gaps and identifying high-potential 
talent early for targeted development (Wright et 
al., 2001). 
 
Motivation-Enhancing Practices 
Motivation-enhancing practices aim to influence 
the "willingness" of employees to exert effort. 
These typically include extrinsic rewards, such as 
performance-based pay and productivity bonuses, 
and intrinsic rewards, such as career development 
opportunities and job security (Nyberg et al., 
2021).  Effective performance management 
systems that provide clear expectations and 
continuous feedback rather than just annual 
reviews are critical for maintaining long-term 
engagement. Research indicates that when 
employees perceive the goal-setting process as fair 

and rewarding, their commitment to the 
organization increases (Appelbaum et al., 2000). 
 
Opportunity-Enhancing Practices 
Opportunity-enhancing practices focus on work 
design and empowerment. This includes creating 
self-managed teams, encouraging employee 
involvement in decision-making, and fostering a 
culture of information sharing. By giving 
employees more job autonomy and decision-
making power, organizations can unlock creativity 
and faster execution. These practices are rooted in 
empowerment literature and job design theories, 
which argue that employees perform better when 
they feel a sense of ownership over their work 
(Jiang et al., 2012). 

 
Practice 
Category 

Core Functions Direct Impact on Employees Performance Outcome 

Ability (A) Recruitment, Selection, 
Training. 

Enhances Knowledge, Skills, 
and Abilities (KSAs). 

Task efficiency and 
technical quality. 

Motivation 
(M) 

Appraisal, Performance-based 
pay, Career paths. 

Increases willingness to exert 
discretionary effort. 

Goal achievement and 
retention. 

Opportunity 
(O) 

Participation, Empowerment, 
Teamwork. 

Enables the application of 
skills and effort. 

Innovation and 
strategic flexibility. 

 
The Synergistic Logic of Bundling and System 
Strength 
A core finding in SHRM research is that HR 
bundles groups of complementary practices are 
significantly more powerful than individual 
practices. When practices are bundled together, 
they create a synergistic effect where the total 
impact on performance is greater than the sum of 
its parts. This system-level effect is created through 
"complementarities," where different practices 
support the same organizational goal or influence 
the same outcome through different, non-
conflicting routes (Siemsen et al., 2008). 
 
Unlocking the "Black Box" via HR System 
Strength   
One of the most complex challenges in SHRM is 
understanding the "black box" the mechanisms 
through which HR practices translate into 
organizational performance. Bowen and Ostroff 
(2004) proposed that the "strength" of the HRM 

system is a critical mediating factor. A strong 
system conveys clear signals to employees about 
which behaviors are expected, valued, and 
rewarded, thereby reducing ambiguity and 
fostering a shared organizational climate (Bowen 
& Ostroff, 2004). 
A strong HRM system is characterized by three 
meta-features: 
1. Distinctiveness: Practices must be visible, 
understandable, and legitimate. When HR 
initiatives are clearly communicated and viewed as 
credible by employees, they attract more attention 
and interest. 
2. Consistency: Practices must be aligned 
with each other over time and across different 
organizational units. For example, if a company 
promotes "teamwork" but only rewards "individual 
results," the signal is inconsistent and weakens the 
system. 
3. Consensus: There must be an agreement 
among employees and between managers and 
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employees about the meaning and importance of 
the practices (Lepak et al., 2022). 
A strong HRM system acts as a "situational 
strength" variable that encourages uniform 
expectancies and responses across the workforce. 
This consensus allows for shared perceptions of 
the organizational climate to emerge, which in 
turn leads to enhanced collective performance 
(Sanders et al., 2020). 
 
Intended, Actual, and Perceived HRM  
A nuanced understanding of the SHRM process 
requires distinguishing between intended 
practices (the policies written by executives), actual 
practices (what line managers actually implement), 
and perceived practices (what employees 
experience). Meta-analytic evidence suggests that 
employee performance materializes only when 
employees positively experience these activities 
(Meijerink et al., 2021). 
Employee reports of HRM practices can be split 
into two pathways: 
• The Descriptive Pathway: Cognitive 
assessments of whether a practice exists and how 
intensely it is implemented. 

• The Evaluative Pathway: Subjective 
appraisals of the quality, satisfaction, and utility of 
the practices. 
While descriptive reports are more positively 
related to the acquisition of job resources like 
skills and empowerment, evaluative reports are 
more strongly tied to job attitudes like satisfaction 
and commitment. This highlights that simply 
"having" a policy is insufficient; the quality of its 
implementation and the employee's affective 
response to it are the true drivers of behavioral 
change (Wang et al., 2025). 
 
Quantifying the Impact: Empirical and Meta-
Analytic Evidence 
The link between SHRM and various performance 
measures has been validated through decades of 
empirical research and several landmark meta-
analyses. These studies quantify the relationship 
between high-performance work practices and 
outcomes such as financial profitability, market 
share, and operational efficiency ((ElDegheidy & 
Darrag, 2025). 
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Figure: 2 Systematic literature review methodology flowcharts 
 

The Landmark Empirical Foundations 
The field of SHRM gained significant empirical 
gravity in the mid-1990s through three seminal 
studies that established a clear connection 
between HR procedures and business metrics 
(Becker & Gerhart, 1996).: 
• Huselid (1995): This study demonstrated 
that high-performance work practices significantly 
influence turnover, productivity, and corporate 
financial performance. 
 
• MacDuffie (1995): Research in the world 
auto industry showed that "bundling" HR systems 
with flexible manufacturing systems led to 
significantly higher quality and productivity than 
traditional mass-production methods. 

• Delery and Doty (1996): This study used 
a universalistic approach to explain a large portion 
of the variance in financial performance across 
organizations, highlighting the critical role of HR 
in the bottom line (MacDuffie, 1995). 
Meta-Analytic Effect Sizes 
The 2006 meta-analysis by James Combs and 
colleagues, synthesizing 92 independent studies, 
estimated the overall correlation between high-
performance work practices and organizational 
performance at $r = 0.20$. More specifically,  
recent meta-analytical mechanisms have 
quantified the association across different 
measures of performance, showing that HR 
practices have the strongest impact on market 
performance. 
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Performance Measure Correlation Coefficient (r) Examples of Indicators 
Market Performance 0.434 Market value, market share, revenue. 
Operational Performance 0.311 Cost, quality, flexibility, delivery, productivity. 
Financial Performance 0.305 ROI, profitability, accounting returns. 

Furthermore, research indicates that the impact of 
HR-enhancing practices is particularly strong in 
certain contexts. For instance, in Small and 
Medium Enterprises (SMEs), these practices have 
been found to correlate with performance at $r = 
0.228$, challenging the notion that SHRM is only 
effective for large, mature corporations. In SMEs, 
empowerment-enhancing practices like 
participation are especially useful because they 
help motivate employees through the challenges of 
working in smaller, often more resource-
constrained environments. 
 
Evolution of Performance Indicators  
The measurement of organizational performance 
in SHRM literature has evolved from a narrow 
focus on financial returns to a multidimensional 
understanding. Contemporary scholarship utilizes 
a "concentric circles" model of performance: 
1. Innermost Level (Financial): Economic 
outcomes like sales growth and stock market 
performance. 
2. Middle Level (Operational): Non-
financial indicators like product quality, 
marketing outcomes, and innovation. 
3. Outermost Level (Effectiveness): Broader 
categories including overall organizational success 
and sustainability (Armstrong, 2019). 
Recent trends show a decrease in the use of 
objective financial measures and a significant 
increase ininnovation and sustainability measures. 
Innovation, in particular, has grown as a primary 
performance metric, increasing from 0% to 25% 
in the literature over the last three decades, as it is 
seen as essential for organizational survival in 
dynamic markets (Westover, 2025). 
Strategic Frontiers: Digitalization, AI, and 
Algorithmic Management 
The rapid integration of emerging technologies 
particularly Artificial Intelligence (AI) and robotic 
process automation (RPA) is fundamentally 
redefining the workforce and the way 

organizations attract and develop talent. SHRM 
research indicates that AI adoption in the HR 
function is accelerating at a 209% annual rate, 
with nearly 46% of organizations expecting to use 
AI in HR by 2026 (ElDegheidy & Darrag, 2025). 
 
The AI Advantage in HR Functions 
Artificial Intelligence is no longer a theoretical 
concept but a practical force reshaping core HR 
practice area. Its application is currently 
concentrated in transactional and process-driven 
tasks, particularly within the recruiting cycle 
(Burrell, 2016). 
• Recruiting and Sourcing: AI tools are 
used to generate job descriptions (66%), screen 
applicant resumes (44%), and automate candidate 
searches (32%). By reducing the administrative 
burden of high-volume hiring, AI allows HR 
professionals to focus on high-value tasks such as 
cultural fit assessment and strategic fit. 
• Learning and Development: AI-powered 
analytics can model skills gaps across business 
units, predict which upskilling interventions will 
yield the highest ROI, and design truly customized 
curricula for individual employees (Raghavan et 
al., 2020). 
• Talent Analytics: Predictive modeling is 
used to project future workforce needs and 
identify potential employee resignations based on 
engagement metrics (Lee, 2018). 
Risks of Algorithmic Management 
While algorithms bring unprecedented efficiency, 
they also introduce significant ethical, social, and 
legal challenges. "Algorithmic human resource 
management" refers to utilizing algorithmic 
systems to automate or augment decision-making 
related to human resources (Tambe et al., 2019). 
One of the most critical risks is "algorithmic bias," 
where predictive models replicate or amplify 
existing biases in historical datasets, leading to 
discriminatory outcomes in recruitment or 
promotions. Furthermore, there is a risk of 
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"quantification bias," where mechanical indicators 
like response times or movement patterns are used 
as proxies for productivity, potentially narrowing 
 the relational and contextual dimensions of 
human work and harming employee autonomy 
(Kellogg et al., 2020). 
The "black box" nature of complex algorithms also 
poses a risk to organizational trust. If employees 
perceive that decisions regarding their careers are 
being made by an opaque, non-negotiable system, 

their organizational commitment may decline. 
Therefore, successful implementation requires a 
"human-AI collaboration" approach, where 
algorithms are used as tools to support rather than 
substitute human judgment (Wilson & 
Daugherty, 2018). 
 
 
 

AI in HR Metric Current Adoption 
Data 

Reported Benefits/Impact 

Recruitment Cost 36% of organizations Reduced cost of interviewing and sourcing. 
Candidate Quality 24% of organizations Improved ability to identify top-tier talent. 
Job Transformation 5.7x more likely AI is more likely to shift responsibilities than displace 

jobs. 
Success 
Measurement 

16% of professionals Utilizing formal ROI metrics for AI investments. 

Sustainability and Green Human Resource 
Management (GHRM) 
In response to global environmental challenges 
and the imperative of sustainable development, 
Green Human Resource Management (GHRM) 
has emerged as a strategic lever for organizational 
sustainability. GHRM integrates environmental 
management objectives into core HR practices, 
from recruitment and training to performance 
appraisal and reward systems (Obermeyer et al., 
2019). 
 
Driving the Triple Bottom Line 
Research indicates a strong positive relationship 
between GHRM practices and multiple 
dimensions of organizational performance. The 
impact is most consistent on environmental 
performance, where GHRM creates direct 
pathways through employee capability building 
and motivation. The relationship with financial 
performance is more nuanced, operating primarily 
through indirect mechanisms such as green 
innovation and improved operational efficiency 
(Wright, 2001). 
Key components of an effective GHRM system 
include: 
• Green Recruitment: Building a strong 
green employer brand to attract environmentally 
conscious talent. This resonates with the AMO 

framework by ensuring that employees possess the 
initial "ability" to perform green behaviors. 
• Green Training and Development: This 
has emerged as the most frequently examined and 
impactful practice in GHRM. It develops the 
environmental competencies needed for creative 
problem-solving and eco-friendly product 
development. 
• Green Rewards: Performance 
management and compensation systems that 
include sustainability performance indicators 
ensure that employee goals align with long-term 
environmental outcomes (Kehoe, 2021). 
Evidence suggests that organizations integrating 
sustainability principles into their health and 
safety management systems can create 
environments that are 30% to 40% more resource-
efficient while simultaneously improving 
employee resilience (Storey & Wright, 2023). 
Strategic Diversity and Cognitive Capital 
Strategic diversity management has evolved from a 
focus on surface-level representation to the 
management of "cognitive diversity" differences in 
perspectives, thinking styles, and problem-solving 
approaches. From a Resource-Based View, a 
diverse and inclusive workforce represents an 
inimitable resource that fuels adaptability and 
sharpens decision-making (Rahmawati, 2025). 
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Cognitive Diversity vs. Demographic Diversity 
While demographic diversity (gender, age, 
ethnicity) often serves as a proxy for cognitive 
diversity, the two are not identical. Cognitive 
diversity provides a team with a broader range of 
viewpoints,Equipping them to notice blind spots 
and combat individual biases. However, research 
on the relationship between diversity and 
performance has historically been mixed (Storey & 
Wright, 2023). 
The "double-edged sword" of diversity suggests that 
while it provides the potential for varied 
perspectives, it can also lead to coordination 
problems if team members "speak different 
languages" or misunderstand each other. 
Therefore, the benefits of diversity are only 
realized through the deliberate cultivation of 
"inclusive leadership" and "psychological safety". In 
inclusive environments, where team members feel 
comfortable sharing their perspectives, cognitive 
diversity is more likely to lead to superior 
innovation and financial success  (Knapp & 
Mujtaba, 2023). 
 
The DEI Logic Model 
Contemporary DEI (Diversity, Equity, and 
Inclusion) efforts are viewed as a strategic 
framework designed to unlock intellectual capital: 
• Diversity is the input the presence of 
differences in the setting. 
• Equity is the mechanism for fairness in 
systems and access to learning structures. 
• Inclusion is the cultural climate that 
determines whether the potential benefits of 
diversity are actually harnessed. 
Without a strong inclusive culture, the benefits of 
diversity are often negated by communication 
breakdowns and increased turnover among 
minority groups. Thus, inclusion is the "social 
glue" that transforms individual differences into 
collective organizational strength (Boxall & 
Purcell, 2011). 
 
Contextual Nuance: Culture and Firm Size 
The effectiveness of strategic HR practices 
depends heavily on their alignment with local 
cultural values and the firm’s life-cycle stage 
(Apascaritei et al., 2024). 

National Culture as a Moderator 
Hofstede’s framework of cultural dimensions 
provides essential insights for leaders navigating a 
globalized workplace. For example, the 
relationship between SHRM practices and firm 
performance is significantly moderated by "Power 
Distance". In cultures with high power distance 
(e.g., Mexico, Nigeria), there is a stronger 
expectation for hierarchical and expert leadership, 
whereas in low power distance cultures, 
consultative and participative management is 
broadly advisable (Opara & Waheduzzaman, 
2025). 
Furthermore, "Uncertainty Avoidance" influences 
the preference for structured work practices. In 
cultures with high uncertainty avoidance (e.g., 
Japan), a clearer, more directive style can actually 
reduce employee stress by providing clarity on the 
"what," "how," and "why" of tasks. Failing to adapt 
HR functions like performance management and 
training to these cultural nuances can lead to 
"meaningless, confusing, and ineffective" results 
for international organizations (Meijerink et al., 
2021). 
 
SHRM in the SME Context 
Contrary to some life-cycle theories that suggest 
SHRM is only important for large, mature 
enterprises, research indicates that HR-enhancing 
practices are vital for Small and Medium 
Enterprises (SMEs). In fact, high-performance 
work practices have revealed higher effect sizes in 
the SME context than in large firms (Delery & 
Roumpi, 2020). 
For young firms and startups, incentive and 
reward practices are particularly important for 
attracting the talented employees required to enter 
new markets. In high-tech SMEs, motivation-
enhancing practices are recommended to 
capitalize on the specific knowledge configurations 
of the workforce. Overall, the evidence challenges 
the proposition that SHRM is a "luxury" for 
resource-constrained firms; rather, it is a critical 
driver of their performance and survival  (Burrell, 
2016). 
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Conclusions  
Strategic Human Resource Management plays a 
fundamental role in shaping organizational 
performance and sustaining competitive 
advantage in today’s dynamic business 
environment. The review demonstrates that HR 
practices are most effective when they are 
strategically aligned with organizational goals and 
integrated into coherent systems that enhance 
employee ability, motivation, and opportunity. 
Theoretical perspectives such as the universalistic, 
contingency, configurational, and contextual 
approaches collectively provide a comprehensive 
understanding of how HR systems influence 
organizational outcomes. The study further 
establishes that human capital represents a 
strategic asset capable of generating long-term 
value when supported by strong organizational 
systems and development-oriented practices. 
Empirical evidence consistently confirms that 
high-performance work systems contribute 
positively to financial growth, operational 
efficiency, innovation, employee commitment, 
and market performance. Moreover, emerging 
trends such as AI-driven HR practices, Green 
HRM, and diversity management are redefining 
the strategic role of HR in modern organizations. 
The review concludes that organizations seeking 
sustainable success must move beyond traditional 
personnel administration and adopt strategic, 
technology-enabled, and people-centered HR 
practices. Firms that effectively develop, empower, 
and retain talent while adapting to environmental 
and technological changes are more likely to 
achieve resilience, innovation, and superior long-
term performance. 
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