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The research on human resource management (HRM) and performance claims a significant positive relationship. However, 

some researchers doubt this relationship. The purpose of this paper is to review existing available literature regarding the 

nature of HRM, nature of performance, and how these two are linked? This paper evaluates the literature on HRM-

Performance relationship and concludes that there are significant theoretical challenges. The review of available literature 

pertaining to HRM practices reflects that there is a long list of HRM practices but researchers have no consensus on common 

practices. The review of high performance work system (HPWS) helps us to conclude that in spite of substantial research 

work on bundling of HPWS, consensus could not be arrived at some common structure. Similarly, the paper provides an 

overview of existing theoretical perspectives and concludes that some perspective provides good theoretical and practical 

base for the HRM-Performance linkages. However, there is deficiency in literature concerning the alternative perspective. 

This paper also reviews Organizational Justice (OJ) as an alternative option and concludes that OJ has great scope and it 

could be one of the most realistic perspective in the future HRM-Performance relationship. Likewise, the review of the black 

box helps us to conclude that there are theoretical gaps and misconceptions in HRM-Performance relationship. The paper 
also provides an insight of performance and concludes that majority of researchers have focused on shareholders approach, 

while the stakeholders approach is largely disregarded.  
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Introduction 
 

Human resource management (HRM) and organizational 

performance (OP) have been the most common areas of 

research interest to the HRM Scholars, since 1994 (Jiang et al., 

2012; Paauwe, 2009). In spite of the fact that HRM Scholars 

have succeeded in developing significant amount of literature 

and information in this field, they are still concerned regarding 
HRM-performance relationship (Wall & Wood, 2005). Many 

research scholars are of the view that HRM practices have 

significant and positive impact on performance (Boselie et al., 

2005; Paauwae & Richardson, 1997; MacDuffie, 1995; 

Pundziene et al., 2007; Buoziute-Rafanaviciene et al., 2009). 

However, some researchers doubt this relationship (Wright & 

Gardner, 2003; Wall & Wood, 2005).  

Thanks to continuous commitment of researchers, they 

have contributed their efforts to clear HRM-performance 

relationship. However, despite of the large amount of 

literature and knowledge, researchers still require theory of 

HRM, theory of performance and theory about how they are 
linked (Paauwe et al., 2013; Paauwae, 2009; Savaneviciene 

& Stankeviciute, 2010). Guest (1997) was among the 

pioneers who raised three basic questions: what is HRM, what 

is performance, and how these two are linked? Likewise, 

there are theoretical and methodological problems (Paauwe 

& Boselie, 2005). Similarly, (Wright & Gardner, 2003) 

mentioned that HRM practices are at least weakly related to 

organizational performance but significant methodological 

and theoretical challenges exist. 

This paper focuses only on theoretical errors and more 

specifically concentrates on the above mentioned three 

questions, which provide the base for this study.  Moreover, 

it reviews and analyzes the theoretical issues in the HRM-

performance relationship, which may be used to build agenda 

for future research. The purpose of this paper is to provide 

insights of the existing theoretical perspectives and to suggest 

a more suitable and realistic perspective for this relationship. 

Despite the fact that there are many theoretical perspectives, 
some of which did provide strong base for HRM-

Performance relationship, there is still need of yet another 

perspective to fill the gap in existing research. Research 

method for this paper is to analyze and combine existing 

available scientific literature on HRM-performance 

relationship. The remaining paper is divided into three parts. 

The first part is devoted to HRM, high performance work 

system (HPWS), theoretical perspectives and organizational 

justice, second part focuses on the concept of performance, 

while, the final part  covers the concept of black box. 

 
What is HRM? 
 

Some researchers defined HRM as an organizational 
“orientation” towards managing people (Panayotopoulou et 

al., 2003); while, other researchers made an evaluation of the 
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effectiveness of HRM practices (Wright et al., 2001; Huselid 

et al., 1997). 

The process of HRM developed over time. It expanded 

and extended in the form of HRM practices. The present 

count of such HRM practices has crossed a dozen in number 

in most of the cases. Jiang et al., (2012) list consists of 14 

HRM practices. Similarly, (Pfeffer, 1994) has earlier 

provided a list of 16 HRM practices and later on reduced it to 
thirteen HRM practices (Pfeffer et al., 1995). While, (Boselie 

et al., 2005), after reviewing a number of sources, have 

presented his own list of twenty-six HRM practices. However, 

(Patterson et al., 2010) list consist of only 10 HRM practices. 

The sources of literature on HRM practices reviewed in 

above mentioned papers reflect a total number of twenty-six 

HRM practices, with fewer HRM practices are common than 

the differences (table 1). Boselie et al., (2005) reviewed 104 

journals’ articles, published between 1994 and 2003, and 

found that the top four HRM practices were training and 

development, contingent pay and reward schemes, 

performance management (including appraisal), and careful 

recruitment and selection. However, the commonalities 

among the aforementioned list of HRM practices include: 
recruitment and selection, compensation and rewards, 

training and development, performance management, sharing 

information, and employee involvement. The sources of 

literature reflect much development of HRM and its broader 

coverage, which has broadened the mental horizon of people 

concerned with management of human resources.
Table 1 

Comparison between HRM Practices 
 

Pfeffer (1994) & Patterson et 

al., (2010) Commonalities 

Pfeffer (1994) & Patterson et 

al., (2010) Differences 

Pfeffer (1994) & Boselie et al.,  

(2005) Commonalities 

Pfeffer (1994) & Boselie et al.,  (2005) 

Differences 

 (i) Staffing 

 (ii) Training & development 

 (iii) Compensation and rewards 

(iv) Performance management 

 (v) Communication 

 (vi) Employee involvement 

(vii) Single status 

(viii) Job security 

(i) Work design 

(ii) Family friendly 

(iii) Bundles 

(iv) Employment security 

(v) Wage compression across 

levels 

(vi) Promotion from within 

(vii) Teams & job redesign  

(viii) Cross training and cross 

utilization, 

(ix)  Long term perspective 

(x) Overarching vision 

(i) Employment security 

(ii) Recruitment & selection 

(iii) ‘Good’ wages 

(iv) Training & development 

(v) Sharing information 

(vi) Symbolic egalitarianism 

(vii)  Team working & 

collaboration 

(viii) Performance management 

(ix) Contingent pay & rewards 

(x) Internal promotion 

(xi) Employee ownership 

(xii) Participation and 

empowerment 

(i) Wage compression across levels 

(ii) Cross training and cross utilization 

(iii) Long term perspective 

(iv) Overarching vision/rationale 

(v) Job design 

(vi) Social responsibility practices 

(vii)  Formal procedures 

(viii) HR planning 

(ix) Attitude survey 

(x) Diversity & equal opportunities 

(xi) Job analysis 

(xii) Socialization & social activities 

(xiii) Family-friendly policies & work life 

balance (WLB) 

(xiv) Employee exit management 

(xv) Professionalization & effectiveness of 

the HR function/department 

Pfeffer (1994) & Jiang et al.,  

(2012) Commonalities 

Pfeffer (1994) & Jiang et al.,  

(2012)  Differences 

Patterson et al., (2010) & 

Boselie et al.,  (2005) 

Commonalities 

Patterson et al., (2010) & Boselie et al.,  

(2005) Differences 

(i) Recruitment & selection 

(ii) Information sharing 

(iii) Training & development 

(iv) Performance appraisal 

(v) Compensation 

(vi) Incentives 

(vii) Promotion & career 

development 

(viii) Job security 

(ix) Work teams 

(x) Employee involvement 

(i) Overarching vision 

(ii) Job design, 

(iii) Formal grievance & 

complaints 

(iv) Symbolic egalitarianism,  

(v) Wage compression across 

levels 

(vi) Employee ownership 

(vii) job redesign  

(viii) Cross training and cross 

utilization, 

(ix)  Long term perspective and 

(i) Recruitment & selection 

(ii) Training& development 

(iii) Performance management 

(iv) Compensation & reward 

(v) Job design 

(vi) Communication 

(vii) Employee involvement 

(viii) Single status 

(ix) Family friendly 

 (i) Bundles 

(ii) Team working & collaboration 

(iii) Internal promotion opportunities 

(iv)  Autonomy & decentralization 

(v)  Diversity and Equal opportunities 

(vi) Employment security 

(vii)  Formal procedures 

(viii) HR planning 

(ix) Attitude survey 

 (x)  Diversity  

(xi) Job analysis 

(xii) Socialization & social activities 

(xiii) Employee exit management 

(xiv) Professionalization & effectiveness of 

the HR function/department 

(xv) Social responsibility practices 

Patterson et al., (2010) & Jiang 

et al., (2012)  Commonalities 

Patterson et al., (2010) & 

Jiang et al., (2012)  

Differences 

Boselie et al.,  (2005) & Jiang et 

al., (2012) 

Commonalities 

Boselie et al.,  (2005) & Jiang et al., (2012)  

Differences 

 (i) Work design 

(ii) Recruitment & selection 

(iii) Compensation 

(iv) Training & development 

(v) Sharing information 

(vi) Participation & involvement 

(vii)  Performance management 

 (i) Family friendly 

 (ii) Single status 

(iii) Bundles 

(iv) Promotion  

(v) Job security 

(vi) Work teams 

(vii)  Formal grievances and 

complaints 

 (i) Recruitment & selection 

 (ii) Training and development 

 (iii) Performance appraisal 

 (iv) Compensation 

 (v) Incentives 

 (vi) Benefits  

 (vii) Promotion & career 

development 

(viii) Job design 

(ix) Job security 

(x)  Employee involvement 

(xi) Formal grievance 

(xii) Information sharing 

(xiii) Work teams 

 (i) Autonomy & decentralization 

(ii) HR planning 

(iii) Financial participation  

(iv)  Symbolic egalitarianism 

(v)  Attitude survey 

(vi) Social responsibility practices 

(vii)  Indirect participation 

(viii) Job analysis 

(ix) Professionalization & effectiveness of 

the HR function/department 

(x)  Diversity & equal opportunities 

(xi) Socialization & social activities 

(xii) Family-friendly policies & work life 

balance (WLB) 

(xiii) Employee exit management 
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High Performance Work System (HPWS) 

Sufficient literature is available wherein experts have 

tried to arrive at selecting a few relatively most important 
and relevant HRM practices, through categorizing and 

building the ‘bundles’ of those practices and conceiving 

‘HPWS’. This section is dedicated to review the literature 

regarding such efforts. Ichniovski et al., (1993) were 

amongst the earlier researchers who found that ‘bundles’ of 

HRM practices have greater effect on performance than 

individual practices (Ichniovski et al., 1993; Huselid, 1995). 

Such "bundles" of HRM practices have been referred to as 

high involvement, high commitment, and HPWS. However, 

the above concepts refer to same philosophy, but are used 

interchangeably (Drummond & Stone, 2007; Bae et al., 
2011; Connolly & McGing, 2007; Chow, 2005; Evans & 

Davis, 2005).  

Datta et al., (2005) define HPWS practices as a 

"bundle" of HRM practices which have been developed for 

enhancing the skills, commitment, and productivity of the 

employee to enable employee with sustainable competitive 

advantage for their organization. Subramony (2006) defines 

that the term includes activities to develop skillful and 

motivated force by using sound HR practices, namely, 

selection of employees, rewarding of performance, 

training/development, and involvement of employees. 

However, after critically reviewing 104 journals’ research 
articles published between 1994 and 2003, (Boselie et al., 

2005) have found 58 research articles wherein an 

organization’s HRM could be defined as discrete and 

multiple practices which have no explicit or discernible 

linkage between them. Moreover, 46 research articles 

wherein a more strategically minded system approach was 

used which viewed HRM as a bundle of integrated and 

coherent mutually reinforcing practices.  

Some researchers are of the view that performance of 

the HPWS is situational, and such a system can better work 

in the manufacturing sector compared to the services. 
Macduffie (1995) used data for the year 1989-90 relating to 

62 assembly plants of automobiles. He investigated two 

hypotheses: (i) the HR practices which are innovative affect 

performance as inter-related HR bundle/system; and (ii) 

such bundles contribute to productivity and quality when 

used as integrated with manufacturing policies of a flexible 

production system. Similarly, (Appelbaum et al., 2000), on 

the basis of their visits of 44 plants and surveys of more than 

4,000 employees, wrote the book which explains why 

HPWS pay off in manufacturing case. They conclude that 

organizations are very successful when supervisors share 

knowledge with their workers, delegate powers to them, and 
when subordinates assume responsibility and discretion. 

They mentioned that workers of self-directed teams 

coordinated too quickly in the work process. People 

working in apparel had higher hourly earnings while people 

working in steel had both higher hourly earnings and higher 

job satisfaction.  

Lepak & Snell (2002) have explained that the 

uniqueness of human capital differentiates on the basis of 

four modes of employment which includes knowledge-

based and job-based employment, contract work, and 

partnership. They further add that each of these four modes 

of employment associates with specific type of HR 

configuration referred to as commitment-based, 

productivity-based, compliance-based, and collaborative 

respectively. Likewise, (Raziq, 2011) compared 

manufacturing with service-based SMEs and found 
significant differences in the adoption of the kinds of 

HPWS. He indicates that service-based SMEs adopt formal 

HPWS, relative to manufacturing SMEs. Appelbaum et al., 

(2011) stated that work practices provide benefits to 

different types of stakeholders such as customers, 

shareholders, employees and employers However, such 

practices could not be executed in a “cookbook” manner 

rather they should be customized to specific work settings 

and industries. This suggests that sustaining competitive 

advantage would require introduction of new technologies, 

integrated approach to capital investment, and execution of 

HPWS tailored to the specific industry and technology. 

 
Existing Theoretical Perspectives (Existing 

Theories) 
 

Looking in to the question ‘Are HRM practices really 

associated with performance?’, Carroll et al., (2007) have 

referred four perspectives, which includes: universalistic 

perspective, contingency perspective, configurational 

perspective, and resource-based view. Some other authors 

have also discussed three more perspectives, namely: 

ability, motivation and opportunity (AMO) theory, fully 
integrated model and social exchange theory (Boselie et al., 

2005; Katou, 2012).  

1. According to Carroll et al., (2007), the universalistic 

perspective suggests that ‘there is a list of HRM practices 

that could be implemented in any organization/situation and 

would have an impact on organizational performance’. 

However, according to Carroll et al., (2007), ‘to date there 

is no agreement in existing literature regarding a common 

list of HRM practices that constitutes best practices’. 

Moreover, there is limited empirical support for this 

perspective (Venkatraman, 1989; Michie & Sheehan, 2005; 

Carroll et al., 2007).  
2. The contingency model is the opposite of universal 

model. In the contingency model which there is no specific 

set of HRM practices, rather HRM practices changes 

according to organization policies. HRM practices will only 

be effective if they are consistent with organizational 

strategies and other contextual factors such as firm size, 

industry, or operational policies. According to this 

perspective, there are three types of “fit” with respect to an 

organization’s HRM practices and relevant context. The 

first fit is horizontal fit that requires the consistency among 

various HR practices within a firm. The second fit is vertical 
fit that refers to the degree to which these practices are 

consistent with the organizational culture, firm’s strategy, 

and other internal factors. The third fit is external fit that 

refers to the degree to which HRM practices align with 

specific aspects of the external environment. However, 

(Wright & Snell, 1998) do not agree with these three fits. 

They describe "fit" as a temporary approach. They further 

argue that organizations need to adopt dynamic approaches 

regarding HRM. And as environment changes, the 

organizations should be able to adjust itself pertaining to 
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HRM practices. So in this regard there is a fit-flexibility 

paradox (Carroll et al., 2007). 

3. The configurational perspective is a more holistic 

approach that concerns as to how the cluster of various 

factors relates with an outcome, rather than how individual 

factor relate to their outcomes. This approach thus implies 

that bundles of HRM practices have significant impact on 

performance, rather than individual HRM practice. Hence, 
adoption and implementation of relevant bundles of HRM 

practices have the ability to boost organizational 

performance. However, the irrelevant bundle of HRM 

practices can also affect performance in negative direction.   

In addition, as reviewed earlier and as (Guest et al., 2004) 

mentioned, there is little consensus on which practices 

should be combined to constitute effective bundles.  

4. The fourth perspective, Resource-Based View 

(RBV), suggests that organizations gain competitive 

advantage when they have unique resources. Such resources 

are rare, valuable, and difficult for competitors to imitate, 

and then utilize those resources in such a way as to optimize 
the overall organization profit. Lado & Wilson (1994) argue 

that the HRM practices system can lead to competitive 

advantage by building competencies such as knowledge, 

skills and abilities (KSAs) which are specific to 

organization, its history, culture, and produce implicit 

organizational knowledge. Moreover, sustaining 

competitive advantage through people would require a 

careful consideration to HRM (Kazlauskaite & Buciuniene, 

2008). However, there are many implications of this 

perspective. First, firms should concentrate on their 

workforce, including employee KSAs that is expected, in 
turn, to contribute positively to firm performance at the 

aggregate level. Second, organizations need to develop such 

systems which have ability to use the full potential of their 

workforce. Finally, this perspective suggests that an 

organizational HRM practices would be a feasible of the 

organization’s culture, which refers to accepted norms, 

beliefs and values, functions both as an antecedent to the 

HRM system and as a mediator to firm performance (Bowen 

& Ostroff, 2004). However, there are some very strong 

arguments against the stated RBV perspectives. It is said 

that, in situation when both the demand and supply of labour 
are homogenous, there is no variance in individual 

contribution to the firm. In this situation, it is not possible to 

create value through investment in human assets. It is 

further argued that human resources are commodity and not 

rare. The organizational culture, norms and team production 

are imitable – can be replicated in a vast number of cases. 

Wright et al., (1994) mentioned that, since human resources 

are highly mobile, a competing firm does not have to imitate 

the human resources of the focal firm, it can simply hire 

them away. Recently, Priem and Butler (2001) mentioned 

that there is no clear understanding of the "black box" 

involved in using rare, valuable, inimitable, and non-
substitutable resources to achieve and sustain a competitive 

advantage. To solve this issue, Sirmon, Hitt, & Ireland 

(2007) have tried to "look inside that black box" and clarify 

as to how valuable resources could be better managed to 

gain superior quality for customers which in turn helps the 

organization to achieve a competitive advantage.  

5. Katou & Budhwar (2008) and (Katou, 2009) have 

talked about the fully integrated perspective of HRM – 

employees’ performance linkages, and argued that business 

strategy is not formulated in isolation; rather HRM strategy 

and business strategy are developed ‘simultaneously’, and 

not separately. Fully integrated model thus suggests 

‘simultaneity’, which means that business and HRM 

strategies should be formulated as a whole, in determining 

business performance. 

6. According to AMO theory, three components 
(employees’ ability, motivation and opportunity to 

participate) lead organization towards improved 

organizational performance (P) in manufacturing industries 

(Appelbaum et al., 2000). 

P = f (A, M, O) 

In simple words, organizational performance will be 

enhanced when HR practices lead to ability, motivation, and 

provide an opportunity to employees to contribute to the 

effectiveness. 

7. The Social Exchange Theory (SET), originally 

introduced in the 1960s, primarily focuses on the behavior 

of individuals when they interact with one another. In a 
recent review of the theory, (Cropanzano & Mitchell, 2005) 

observe that SET is one the most important theory in 

organizational behavior, in spite of some of its unresolved 

theoretical ambiguities. Referring to the social exchange 

relationships, the authors add that certain workplace 

antecedents lead to interpersonal connections, which are 

evolved when employers “take care of employees”, 

suggesting that the social exchange relationship acts as a 

mediator, which produce effective work behavior and 

positive employee attitudes. The authors add that workers 

form distinguishable social exchange relationships, with 
their immediate supervisor, coworkers, employing 

organizations, customers, and suppliers. These distinct 

relationships have implications on behavior, specifically    

such individuals return the benefits they receive. In this 

regard, the authors have quoted examples from previous 

researches carried out, under five different models of 

relational constructs, these are: 

Model 1: Perceived Organizational Support (POS) and 

Leader-Member Exchange (LME). 

Model 2: Support to commitment. 

Model 3: Adding team support to organizational 
support. 

Model 4: Adding supervisory support. 

Model 5: Trust. 

Like other perspectives, social exchange theory also has 

certain limitations. For example, (Zafirovski, 2005) have 

criticized this theory at two levels. The first level belongs to 

the treatment of human behavior, while the second belongs 

to the reduction of social interaction or ‘exchange’ to 

economic transaction or a psychological process. The theory 

has been widely adopted in organizational research to 

explain employment relationships in the workplace (Shapiro 

& Shore, 2007; Shapiro & Conway, 2004).  Few researchers 
contend that the organization cannot be a party in employee 

and employer relationship, but the party is the agent himself 

who represent the organization (Shapiro & Shore, 2007).                                                                                                                                                                           

8. Some researchers suggest that a mixture of two or 

more than two perspectives be used to complete HRM- 

performance linkages. Boselie et al., (2005) found that 

researchers are largely combining two to three perspectives 

to take insights from them, such popular theories are, AMO 
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theory, resource based view, and contingency theory to 

make overall theory of HRM. These theories seem to 

provide complementary frameworks: AMO’s attention to 

employee’s ability, motivations and opportunities to 

participate acts as a theory for HRM; RBV provides a 

starting point, a belief in the value of employees' input into 

performance, while contingency theory provides a lens on 

the possible link between these two theories. However, as 
(Boselie et al., 2005) have opined, “researchers generally 

have not reached to an agreement regarding the 

operationalizations of these theories, so these theories 

remain only a starting point”.   

9. Paauwe & Boselie (2005) work entitles ‘HRM and 

Performance: What's Next?’, which they have built on the 

basis of earlier contributions of several researchers (Boxall, 

2003; Deephouse, 1999; Baron & Kreps, 1999; Dyer & 

Shafer, 1999). Their model advocates for achievement of 

critical HRM goals, and critical non HRM goals. According 

to their model, there is the need of a balance between cost-

effectiveness HR goals, the organizational flexibility 
urgency, and the social legitimacy dimensions, that is, a 

balanced HR perspective (Deephouse, 1999).  

Paauwe & Boselie (2005) mentioned that, the critical 

HRM goals can only be achieved, when employees are 

fairly treated. They further suggest that, HRM system 

should consist of both economic (cost effectiveness and 

flexibility) and relational rationality (social legitimacy and 

fairness towards individuals) (Deephouse, 1999). Fairness 

and legitimacy refers to building good relationship with all 

stakeholders (Paauwe, 2004). Organizations who fail to 

achieve the objective of fairness and legitimacy will lead 
their people to perceive injustice by those involved (inside 

and outside stakeholders) and affect both employee 

behavior and social relations within an organization. 

Moreover, achieving the criteria of fairness and legitimacy 

in true spirit means that HR managers need to treat their 

people with dignity and respect. This also means that the 

message communicated to people through HR practices by 

HR managers needs to be clear, consistent, and uniformly 

applied.  

Despite the prevalence of large number of different 

perspectives, there is no agreement amongst researchers on 
common perspective. However, the similarities amongst 

these perspectives are; all have foundation in HRM 

practices and its possible outcomes. Moreover, all 

perspectives are based on a linear causal process 

(Savaneviciene & Stankeviciute, 2010).  Some perspectives 

did provide good theoretical foundations to take insight 

from, for developing a practical base for HRM-Performance 

linkage. However, there is still deficiency in literature 

pertaining to alternate perspective (Boselie et al., 2005; 

Savaneviciene & Stankeviciute, 2010). There is a great need 

to consider which of the stated perspectives would need to 

be combined and how, so that the need of alternate theory 
be covered. Moreover, some researchers proposed 

‘organizational justice’ as one of the alternative perspective 

(Paauwae, 2009; Paauwae & Boselie, 2005; Boselie et al., 

2013), which needs a separate detailed discussion in the 

following sub-section. 

 

Organizational Justice (OJ): Alternate 

Perspective (Proposed Theory) 
 

The literature presented on the eight HRM–

performance perspectives would not fulfill the objective of 

this paper unless it does not include a discussion on OJ and 

its prospects as an alternative option to be used in place of 

HRM practices in the HRM–performance relationship. 

Recently, researchers like (Paauwae, 2009; Paauwae & 

Boselie, 2005; Boselie et al., 2013) argue that, due to 

different contexts and organizational settings we need 

additional theory for HRM.  They have also suggested OJ 

for HRM–performance research, which according to them 
need further exploration. This sub-section therefore first 

introduces the concept of OJ and then critically reviews its 

prospects whether or not it would provide a better 

alternative, if used at place of HRM practices/HPWS. 

The concept of OJ refers to employee perceptions 

regarding how employees are treated and the outcomes they 

receive are reasonable, impartial, and in compliance with 

ethical and moral standards (Cropanzano et al., 2007; 

Greenberg, 1990). The theory of justice has been developed 

from one to two, two to three and then to four dimensions 

(Colquitt, 2001; Colquitt & Shaw, 2005; Colquitt et al., 
2001). Distributive justices (DJ) refer to the employee’s 

perceptions regarding the distribution of resources, which 

includes benefits, rewards, recognition, pay, and promotions 

etc. People compare their inputs and outputs to that of other 

employees. Employee’s assessment that inducements are 

unfair and unjust leads them to perceive treatment as unfair 

(Adam, 1965; Leventhal, 1976; Colquitt, 2012; Fischer, 

2012). Procedural justice (PJ) is the employee’s perceptions 

concerning the fairness of the decision-making processes. 

Employee’s assessment that managers and corporation 

adopt unfair practices and procedures to reach the decisions 

leads them to perceive treatment as unfair (Leventhal, 1980; 
Thibaut & Walker, 1975; Greenberg & Folger, 1983). 

Interpersonal justice (INPJ) is the level to which employees 

within organization are treated with politeness, respect and 

dignity by supervisors (Bies & Moag, 1986; Colquitt, 2001). 

The assessment that they are not treated with dignity and 

respect will lead to perceptions of unfair treatment (Bies & 

Moag, 1986; Colquitt, 2001; Greenberg, 1993). Finally, the 

Informational justice (INFJ) refers to information convey to 

people are adequate, true and on time. Employees 

assessment that information is untrue or not on the time and 

do not provide sufficient explanations leads to perceptions 
of unfair treatment (Bies & Moag, 1986; Colquitt, 2001; 

Greenberg, 1993; Colquitt & Zipay, 2015). 

The review of OJ and its dimensions sets a stage to 

assess whether or not it could replace the existing HRM 

practices/HPWS and eight perspectives discussed in detail 

in the immediate preceding section. Literature provides 

adequate support for OJ and its four major dimensions 

(Paauwae, 2004; Paauwae & Boselie, 2005; Paauwae & 

Boselie, 2007; Purcell & Kinnie, 2007; Paauwae, 2009; 

Boselie et al., 2013). Paauwae & Boselie (2005) mentioned 

that to date, little attention has been paid to OJ/legitimacy 

and flexibility, and these two might turn out to be a more 
realistic perspective in future HR research. While, in their 

other work (Paauwae & Boselie, 2007), they have explicitly 

mentioned “new institutionalism”, the concept of 
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“organizational justice”, and “organizational legitimacy” as 

suitable options to understand the shaping of HRM 

practices. In this connection, (Boselie et al., 2005) have also 

proposed legitimacy and ethicality in the cases pertaining to 

HRM. Likewise, (Purcell & Kinnie, 2007) mentioned that 

the feedback of employees pertaining to HRM practices and 

their perceptions of them, not only in terms of policies and 

practices, but in terms of fairness and justice would take us 
back to what HRM really is. Moreover, (Boselie et al., 

2013) have also suggested organizational justice for HRM-

Performance relationship. In his earlier study, (Paauwae, 

2009) mentioned that organizational Justice needs further 

exploration, which can forward the field of HRM in general 

and HRM-Performance relationship in particular. The 

sources of literature reviewed in this section reflect that OJ 

has a great scope and vast space.  It can be a more practical 

perspective in future HRM-Performance relationship. 

 

What is Performance? 
 

Guest (1997) proposed that it is more logical to use the 

word outcomes than performance. This was also earlier 

proposed by (Dyer & Reeves, 1995). They suggested 

multidimensional concept of performance such as HRM 

outcomes, organizational outcomes, and financial outcomes. 

The HR related outcomes include attitudes and behavior, 

organizational outcomes include productivity, quality, 
efficiencies, and financial outcomes include profit and sales. 

Wright & Gardner (2003) have mentioned the relevance of 

multidimensional concept in two broad aspects; (1) HRM 

outcomes are closer to HRM practices than other outcomes. 

(2) HRM practices effect distal outcomes (financial 

outcomes) through HRM outcomes. These arguments also 

support our theoretical model provided in figure 1. That is, 

HRM practices affect distal outcomes (financial outcomes) 

through HRM outcomes (employees attitude and behavior), 

as they are more proximal to HRM practices.  

However, Paauwae (2009) on the basis of (Boselie et 
al., 2005) overview concluded that, researchers have largely 

used financial measures to study HRM performance link. He 

endorsed (Guest, 1997) argument that, this is quite 

problematic, as the distance between HRM practices and 

financial performance is too large and might be due to other 

business activities (e.g. research and development). Purcell & 

Kinnie, (2007) also identified two fundamental problems in 

financial measures. First, it is far away from HRM practices. 

Second, financial measure takes for granted that organization 

seek to develop their HRM systems to optimize financial 

performance, mostly in the short run seen in shareholder 

value. 
Savaneviciene & Stankeviciute (2010) reviewed multiple 

models and proposed four types of performance outcomes. 

These outcome are HRM related outcomes, organizational 

outcomes, financial outcomes, and market based outcomes. 

HRM practices directly affect HRM related outcomes 

(attitude and behavior), which effect    organizational 

outcomes (quality and efficiency), which in turn lead to 

financial outcomes (profit and sales), which finally lead to 

market based outcome. Paauwae & Boselie (2005) after 

analyzing many papers suggested stakeholder approach for 

HRM performance relationship. They further mentioned that 
stakeholder approach is a more holistic and balanced 

approach. This approach will be a unique composition for 

each organization, which is difficult to imitate by 

competitors. Hence it lead to sustainable competitive 

advantage. Boselie et al., (2005), after reviewing 104 papers 

mentioned that majority of researchers have used 

shareholders approach. While employees’ attitudes and 

behavior have been rarely used and they further suggest 

stakeholders approach for performance.  

 
How HRM is linked with Performance (Black 

Box)? 
 

The discussion-whether various HRM practices 

contribute (what, how and why), which HRM practices 

contribute and which ones not, and which HRM practices 

contribute better than others. It started getting attention of the 

researchers during the mid-1990s. Becker & Gerhart (1996) 

were amongst the earlier researchers who pinpointed some of 

the ‘black boxes’ in the HRM practices-performance linkage. 

According to Boselie et al., (2005), in between HRM 
practices (input) and performance (output) - are possibly 

moderated by intervening variables - lies what HRM does to 

improve performance, how, and why’; this mediating 

mechanism is usually known a black box”, as little is known, 

what happens in this mediating mechanism, and the contents 

of key variables some-what unclear’.  

One of the main problems of HRM-Performance debate 

is the concept of black box, and what researchers have 

speculated about the elements or contents of the black box 

(Wright & Gardner, 2003). Many researchers found 

significant positive relationship between HRM and 
performance. However, two perspectives prevail in the 

literature (Chand & Katou, 2007). The first perspective 

demonstrates that there is a direct relationship between HRM 

and performance (Katou & Budhwar, 2007), ignoring the 

mediating variables all together; while, the second 

perspective presents that HRM effect performance through 

some mediating variable/s (Messersmith et al., 2011; Guest 

et al., 2000), having little or no consensus on mediating 

variables.  

Boselie et al., (2005) analysis of the 104 articles confirms 

that the mediating mechanisms between input (HRM 
practices) and output (performance), as well as the contents 

of key variables are largely disregarded in research. This 

exploratory analysis further proposed that HRM practices 

effects organizational performance through mediating 

mechanisms of employee attitudes and behavior.  According 

to Savaneviciene & Stankeviciute (2010), a good number of 

researchers have found the existence of black boxes. They 

referred to the situations as black boxes where the 

mechanisms between HRM and performance linkages remain 

unclear.  They also concluded that researchers need to 

properly place the mediating variables in order to solve the 

critical problem of black box. 
Collins & Clark (2006) have look into the “black box” 

and found that HRM practices are significantly related to 

performance through the mediating mechanism of top 

management team networks. Moreover, Becker & Huselid 

(2006) agreed that the “black box” between HRM and 

performance is the most significant theoretical and 

methodological issue in the HRM-Performance literature. 

However, they have suggested a focus on fully integrated 
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strategy implementation as the key mediating variable in the 

HRM-Performance relationship. 

Guest (1997) also mentioned that there is a considerable 

amount of literature supporting HRM–performance 

relationship, but in most cases it is less clear how and why 

this relationship exists. His model proposes that HRM 

practices affect employee’s motivation (attitude) which 

influences behavior outcomes (effort, organizational 
citizenship) which in turn leads to performance outcomes. 

Similarly, in his later work, (Guest et al., 2000) proposed that 

employees attitude and behavior need to be included as 

mediating variables. Boselie et al., (2005) and Paauwae & 

Boselie (2005) further reinforces the above-mentioned 

problems and reported that there exists a gap in literature 

regarding alternative theories on the concept of HRM, the 

concept of performance and how they are linked. They 

mentioned that although strategic contingency theory, 

resource based view and AMO are prominent perspectives 

used in (104) papers, but in majority cases the relationship is 

not clear. Paauwae & Boselie (2005), after analyzing different 
models suggested that, it is appropriate to use attitudinal and 

behavioral outcomes between HRM & performance, which 

are closer to HRM practices. Patterson et al., (2010) 

concluded that there is little evidence that how and in what 

situations HRM practices lead to performance. This review 

also supports that intervening or mediating variables need to 

be included in order to have a better understanding of the 

HRM-Performance relationship.  Similarly, (Messersmith et 

al., 2011) in their study “unlocking the black box” have also 

mentioned that researchers agreed that HPWS works, but are 

not clear how this link is completed. They suggested that 
employee attitudinal variables such as job satisfaction, 

organizational commitment, and employee empowerment are 

important elements of the black box linking HPWS to 

performance. Likewise, Wright & Nishii (2006) have also 

explained the mediating mechanism between HRM practices 

and organizational performance. They reported employee’s 

reactions are the significant elements of the black box. It is 

important to mention that employee’s reactions include both 

employee’s attitudes (affective & cognitive) and behavior. In 
this context, Becker et al., (1997) models proposed that HRM 

system is influenced by business strategies. HRM practices 

have direct impact on employee’s motivation (attitude) which 

in turn leads to employee’s creativity, productivity, and 

discretionary behavior (behavior), which consequently result 

in operational performance. 

It has been confirmed, by many sources of literature, that 

there exist both direct and indirect link between HRM and 

performance. However, researchers by and large suggest that 

HRM-performance relationship should be measured through 

the mediating mechanism of employees’ attitude & behavior 

(see Figure 1). This was also mentioned earlier by (Wright & 
Gardner, 2000) that there is consensus regarding one issue, 

that any theoretical or empirical research should at least 

specify some mediating variables. Moreover, it is also evident 

that employee attitudes and behavior are the core elements of 

black box, as suggested by researchers (Patterson et al., 2010; 

Nishii et al., 2008; Baron & Kenny, 1986; Dellery & Doty, 

1996; Paauwae, 2004; Lepak et al., 2006; Katou, 2008; 

Savaneviciene & Stankeviciute, 2010; Boselie et al., 2005; 

Paauwae & Boselie, 2005; Guest, 1997; Wright & Nishii, 

2006; Guest et al., 2000; Messersmith et al., 2011; Katou, 

2011; Becker et al., 1997; Katou, 2012). 

 

                      

  
 

 
 
 

Figure 1. The Mediating Mechanism of HRM-Performance Relationship 

Source: Developed by the Authors 

 

Review of literature presented in this section indicates 

that considerable number of researchers have recognized the 

problem of black box. Moreover, many researchers share 

similar concepts of the black box (table 2). The statements 

given in table 2 demonstrate that the underlying mechanism 

between HRM and performance is not yet clear. Hence, 

there is a need of underlying theory. Researchers 

specifically suggest incorporating relevant mediators to fill 
the gaps and black boxes in the stated relationship. Whereas 

researchers have recognized the problem of black box, they 

have also proposed its key elements, that is, employee’s 

attitudes and their behavior (see Figure 1). The literature 

helps to identify employees’ attitudes and their behavior as 

the important elements of black box. Therefore, the problem 

could be solved with the inclusions of stated two outcomes. 

However, one could argue that there exist multiple 

employees’ attitudes, which one could take priority. One 

way to solve this issue is through indexation; by including 
all relevant attitudes and behavior in the econometric model 

and computing their index for subsequent measurement.   
  

Table 2 

Propositions of the “Black Box” 
 

Author Concept of black box 

Savaneviciene & Stankeviciute (2010) 
Although many conceptual models have tried to clear the processes, the underlying mechanism is still not 

clear. 

Boselie et al., (2009) 
This study concluded that almost 30 years have passed; there still exist dualities, paradoxes, and ambiguities 

in HRM performance relationship. 

Patterson et al., (2010) 
This systematic review concluded that there is little evidence how, and in what situations, HRM practices 

lead to organizational performance. 

Boselie et al., (2005) 

In between HRM practices (input) and organizational performance (output) - are possibly moderated by 

intervening variables - lies what HRM does to improve performance, how, and why’; this mediating 

mechanism is usually known as “black box”, as little is known, what happens in this mediating mechanism. 

 

HRM Practices/OJ 
 

Employees Attitudes 
 

Performance 
 

Employees Behaviors 
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Conclusions 
 

1. There is a long list of HRM practices, and there has 
been little agreement amongst experts on common HRM 

practices. The experts and practitioners are concerned as to 

which of the HRM practices are relatively more important, 

which warrant priority in implementation relative to the 

other practices. However, the common six HRM practices 

include: recruitment and selection, compensation and 

rewards, training and development, performance 

management, sharing information, and employee 

involvement. 

2. In spite of heavy research work carried out on 

informal categorizing of HRM practices, bundling, and 
development of HPWS, consensus could not be arrived at 

some common structure of HPWS. It may be said that 

HPWS vary in impact from situation to situation, industry 

to industry and organization to organization. As a result one 

cannot generalize HPWS for all situations and 

organizations. There is strong theoretical support for 

developing HPWS, and there is a great need to do so, even 

if it can be possible on situational basis, for situation-to- 

situation and industry-to-industry. 

3. Of the eight existing perspectives, some perspectives 

provide good theoretical foundations to take insights from, 

for building a strong and practical base for the HRM–
performance linkages. Such promising perspectives 

especially include: RBV, AMO theory, Fully-integrated 

model, SET, and Balanced HR perspective. There seems a 

need to deeply consider which of the aspects of some of the 

stated practically-more-important perspectives would need 

to be combined, and how, so that the academically 

researched and identified gaps be taken care off. 

4. The similarities amongst the existence perspectives 

are: all have foundation in HRM practices and its possible 

outcomes; and all perspectives are based on a linear causal 

process. Despite the prevalence of large number of different 

perspectives, there is no consensus amongst the scholars on 

common perspective/theory. Hence, there is still a need of 

alternate theory of HRM.  

5. While, in literature the most suitable option for 

alternate perspective/theory is OJ and its major dimensions. 
OJ has great scope and it could be one of the most realistic 

perspectives in future HRM-Performance relationship. OJ 

has a vast space and it could replace the existing HRM 

practices/HPWS and perspectives. Moreover, it is a better 

option which has been developed over time in both theory 

and practice, to the extent that it provides a relatively better 

and greater sense of ‘fairness’ and ‘justice’ to the employees 

of any organization. 

6. There also exist theoretical gaps, and misconceptions 

in the existing research. Furthermore, there is strong need of 

framing research basing it on relevant theories. Whereas, 

researchers have recognized the problem of black box, they 
have also proposed employees attitude and behavior as the 

key elements of black box. Therefore, there is a need to 

incorporate relevant mediators, such as, employee’s attitude 

and behavior to fill the gaps and black boxes. 

7. Majority of researchers have focused on shareholders 

approach, while stake holders approach is largely 

disregarded. Wherever, researchers criticized shareholders 

approach, they have also proposed stakeholders approach 

for HRM-performance relationship. Stake holders approach 

encompasses all stakeholders with their particular interest 

within organization.  Researchers need to adopt 
stakeholders’ approach in order to cover the complex and 

multi-dimensional concept of performance. 

8. This study contributes to the literature by providing 

insights of almost all existing perspectives and identifies 

“organizational justice” as a more realistic perspective. 

Further, employee’s attitudes and behavior could be used to 

overcome the problem of the black box. Moreover, it 

proposes that multiple stake holders should be used to 

understand the multi-dimensional concept of performance. 
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