
www.ijcrt.org                                                     © 2022 IJCRT | Volume 10, Issue 1 January 2022 | ISSN: 2320-2882 

IJCRT2201676 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org f961 
 

 Strategic Human Resource Management Practices 

And Their Impact On Organizational Performance 
 

CHIKKANNA 

 LECTURER IN COMMERCIAL PRACTICE 

GOVERNMENT G R  INSTITUTE OF COMMERCIAL PRACTICE 

SJP CAMPUS, BANGALORE, KARNATAKA-560001 
 

ABSTRACT 

Strategic Human Resource Management (SHRM) has emerged as a critical function that aligns human 

resource practices with organizational strategy to enhance overall performance. This paper examines the role 

of SHRM practices such as recruitment and selection, training and development, performance management, 

compensation, and employee involvement in improving organizational performance. Through a conceptual 

and empirical review of existing literature, the study highlights how strategic alignment of HR practices 

contributes to productivity, competitive advantage, and long-term sustainability. The findings suggest that 

organizations that effectively implement SHRM practices achieve superior financial and non-financial 

performance compared to those with traditional HR approaches. 
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INTRODUCTION: 

In the contemporary business environment, organizations operate under conditions of rapid technological 

change, globalization, intense competition, and dynamic customer expectations. These challenges have 

compelled organizations to rethink traditional management approaches and place greater emphasis on their 

human resources as a critical driver of success. Human resources are no longer viewed merely as a support 

function but as strategic assets that significantly influence organizational effectiveness and long-term 

sustainability. 

Strategic Human Resource Management (SHRM) represents an advanced approach to managing people by 

aligning human resource policies and practices with the overall business strategy of an organization. Unlike 

traditional Human Resource Management, which primarily focuses on routine administrative functions such 

as payroll, staffing, and compliance, SHRM emphasizes proactive planning, strategic integration, and value 

creation. It seeks to ensure that human capital contributes directly to achieving organizational goals and 

maintaining competitive advantage. 

The growing recognition of knowledge-based economies has further strengthened the importance of SHRM. 

Employees’ skills, competencies, creativity, and commitment play a vital role in enhancing productivity, 

innovation, and service quality. Organizations that effectively integrate HR strategies with corporate 

objectives are better equipped to respond to environmental changes, manage workforce diversity, and 

leverage technological advancements. 

Organizational performance is a multidimensional concept encompassing financial outcomes (such as 

profitability and return on investment) and non-financial outcomes (such as employee satisfaction, customer 

loyalty, and operational efficiency). Previous research suggests that SHRM practices influence performance 

by shaping employee attitudes and behaviors that support organizational objectives. Well-designed 

recruitment, training, performance management, and reward systems contribute to higher employee 

engagement and improved organizational outcomes. 
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Despite extensive research in this area, the relationship between SHRM practices and organizational 

performance continues to attract academic and managerial interest due to varying organizational contexts and 

implementation challenges. This paper aims to provide a comprehensive understanding of Strategic Human 

Resource Management practices and examine their impact on organizational performance by synthesizing 

existing theoretical and empirical studies. 

LITERATURE REVIEW: 
Numerous studies have established a strong relationship between SHRM practices and organizational 

performance. Researchers argue that HR practices contribute to performance by developing employee 

capabilities and fostering positive work behaviors. 

 

 

KEY SHRM PRACTICES IDENTIFIED IN THE LITERATURE INCLUDE: 

 
Recruitment and Selection: Strategic hiring ensures the acquisition of talent aligned with organizational 

goals. 

Training and Development: Continuous learning enhances employee skills and adaptability. 

Performance Management: Effective appraisal systems align individual performance with organizational 

objectives. 

Compensation and Rewards: Strategic compensation motivates employees and improves retention. 

Employee Involvement: Participation in decision-making increases commitment and innovation. 

Empirical evidence suggests that organizations adopting high-performance work systems achieve higher 

productivity, quality, and financial performance. 

 

STRATEGIC HRM PRACTICES: 

 
1 Recruitment and Selection 

Strategic recruitment focuses on attracting candidates whose competencies align with the organization’s 

long-term goals. Effective selection processes improve workforce quality and reduce employee turnover. 

2 Training and Development 

Training enhances employee skills, knowledge, and capabilities. Strategic development initiatives prepare 

employees for future roles and leadership positions, contributing to organizational growth. 

3 Performance Management 

Performance management systems align individual goals with organizational objectives. Regular feedback 

and fair appraisal systems improve employee performance and accountability. 

4 Compensation and Reward Management 

Strategic compensation systems link rewards to performance, encouraging high productivity and employee 

retention. Both financial and non-financial rewards play a vital role. 

5 Employee Participation and Engagement 

Employee involvement in decision-making fosters trust, commitment, and innovation, positively influencing 

organizational outcomes. 

 

 

IMPACT OF SHRM ON ORGANIZATIONAL PERFORMANCE: 
Strategic Human Resource Management practices influence organizational performance through multiple 

direct and indirect mechanisms. By aligning HR policies with organizational strategy, SHRM ensures that 

employee competencies, behaviors, and attitudes support long-term business objectives. 

Firstly, SHRM improves employee productivity and efficiency by ensuring that the right people with 

appropriate skills are placed in the right roles. Strategic training and development initiatives enhance 

technical, managerial, and soft skills, enabling employees to perform tasks more effectively and adapt to 

changing work requirements. 

Secondly, SHRM contributes to employee motivation and commitment. Performance-based appraisal 

systems and reward mechanisms create a sense of fairness and recognition, encouraging employees to exert 

higher levels of effort. Motivated employees are more likely to remain loyal to the organization, reducing 

turnover and associated recruitment costs. 
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Thirdly, SHRM enhances organizational flexibility and innovation. Employee involvement, empowerment, 

and participative decision-making foster a culture of trust and creativity. Such an environment encourages 

knowledge sharing and continuous improvement, which are essential for innovation and competitiveness. 

Finally, SHRM positively impacts financial and non-financial performance indicators, including profitability, 

market share, customer satisfaction, and corporate reputation. Organizations with well-integrated SHRM 

systems are better positioned to respond to environmental uncertainties and achieve sustainable competitive 

advantage. 

FINDINGS AND DISCUSSION: 

 
The extended review of literature reveals that SHRM practices have a consistent and positive relationship 

with organizational performance across different industries and contexts. Studies indicate that organizations 

adopting integrated HR systems experience superior employee outcomes, such as higher job satisfaction, 

organizational commitment, and reduced absenteeism. 

The discussion also highlights that the effectiveness of SHRM depends on strategic alignment and top 

management support. HR practices yield optimal results only when they are internally consistent and aligned 

with the organization’s mission and competitive strategy. Additionally, the role of HR managers has evolved 

from administrative support to strategic partnership, contributing to decision-making at the highest level. 

However, the findings also suggest that improper implementation of SHRM practices—such as biased 

performance appraisal or inadequate training—can negatively affect employee morale and performance. 

Therefore, continuous evaluation and adaptation of HR strategies are essential for maximizing organizational 

benefits. 

 

CONCLUSION: 

 

Strategic Human Resource Management plays a crucial role in enhancing organizational performance by 

aligning HR practices with business objectives. Effective implementation of SHRM practices leads to 

improved employee motivation, productivity, and commitment, which ultimately contribute to organizational 

effectiveness and competitive advantage. Organizations should view HR as a strategic partner and 

continuously adapt HR practices to meet changing business needs. 
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