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Abstract: Strategic Human Resource Management (SHRM) scholars have determined a
consistent positive association between Human Resources (HR) systems and organizational
performance. However, scholars have called for further understanding of the mediating
mechanisms that explain the positive relationship between HR systems and organizational
performance, suggesting that these unknown mechanisms are the ‘black box’ of SHRM
research. This paper will mainly focus on the underlying mediating mechanisms in the
‘black box’, also discuss about some limitations in existing scholarly research.

1. Introduction

The unknown mediating mechanisms of the ‘black box’ of Strategic Human Resource
Management research have emerged to be a crucial question in the area of SHRM nowadays,
because solving this problem can benefit both the development of SHRM-related theories and the
improvement of firm performance. At present, although many scholars have proven a consistent
positive association between HR systems and organizational performance, there is still much
research needed to be done to figure out what mediators should be included in the *black box’ and
how these mediators link with performance indicators.

2. What does the ‘black box’ include?
2.1 The exsiting scholarly research about SHRM ‘black box’

The scholarly research has been based on three dimensions. Firstly, since 1990s, increasing
scholars have paid extensive effort to prove the relationship between HR practices and firm
performance. Huselid [1] was the pioneer who figured out the statistically significant relationship
and came up with the concept of the high performance work system through publishing empirical
studies. However, Wright [2] pointed out the shortcomings of defining ‘organizational performance’
and pointed out that the proved relationship was the co-variation rather than the causation.

Secondly, as Dyer and Reeves [3] classified ‘organizational performance’ into individual
performance, unit performance, accounting profits and market values, soon Becker and Huselid [4]
defined the process that the firm strategies determine the design of the HRM system which has
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impact on skills, motivations and work design of the staff, and the behaviors of the staff further
influence the creativity, productivity and discretionary behavior of the organization. As the result,
the profitability, profit growth and market value will be ultimately affected. According to Gardner
et al. [5], the proved relationship between HR system and organizational performance showed itself
the causation, or called the causal chain, with mediators of employee attitudes and staff behaviors.

Thirdly, Rogers and Wright [6] classified ‘organizational performance’ into four levels and came
up with the causal order within these levels. They also divided HRM practices into two categories
of intended HRM practices and actual HRM practices. Gardner et al. [5] attempted to introduce
some mediators such as job satisfaction, organizational affective commitment and turnover rate to
prove the direct causation. Above all, Wright and Nishii [7] established a Multi-level Theory of
SHRM, including intended HRM practices, actual HRM practices, perceived HRM practices,
employee reactions and performance, which presented a transformation from organizational regular
routines to individual schemes, and a ‘leap’ from individual coordinated behavior to organizational
HR performance through approaches of implementation, communication, moderation and
coordination.

2.2 The author’s opinions about SHRM ‘black box’

According to the multi-level framework, the crucial mediators in the ‘black box’ are included in
the level of employees’ reactions, so it is necessary to introduce the AMO (A, ability; M,
motivation; O, opportunity) model, which has been used to predict and analyze the relationship
between the staff and organizational performance in the area of HRM [8] to explain the potential
mediators in the *black box’ from the individual level.

2.2.1 Mediator 1: Ability

The “ability’ is one of the most important mediators in the ‘black box’. Employees’ abilities can
be influenced by different HRM strategies easily and have impact on the organizational
performance in turn. Broadly speaking, the “ability” refers to knowledge, skills, abilities and other
characteristics (KSAOs). If an enterprise adopts effective HRM practices to improve employees’
abilities, there might be an ideal organizational performance. For example, according to Becker and
Huselid [9], selectivity in staffing is positively related to firm performance. So if a firm could select
high-quality employees with good comprehension from a large applicant pool through structured
and validated procedures for personnel selection [10], most employees would be knowledgeable or
skillful so that the firm might be able to accept and complete more complicated tasks. Besides, if a
firm allows the staff to join in job-based skill trainings, practice by themselves and communicate
with specialists frequently, employees will improve their competence quickly, so that the firm can
achieve the goal of being a high-productivity or high-efficiency firm.

2.2.2 Mediator2: Motivation

Another important mediator is the ‘motivation’, which is a psychological process. Employees’
motivations are always formed and changed under different HRM strategies, and then have positive
or negative impact on organizational performance. For instance, if a company encourages
employees to devote themselves to meeting specific individual-level goals through the formal
performance appraisal process or linking pay to performance, employees might be highly motivated
to exert every effort to be more productive and make fewer mistakes, as the result, the firm-level
goals can be achieved more quickly. However, if employees recognize that they are discriminated
because of unfair policies in the organization, they might feel frustrated and do harm to the
organization such as spending work time on personal affairs or embezzling funds, which hinders the
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development of the firm.
2.2.3 Mediator3: Opportunity

The ‘opportunity’ is the last one of the major mediators in the ‘black box’, and firms creating
opportunities to employees is a process of empowerment-enhancing, which enhances employees’
sense of responsibility or involvement in influencing organizational outcomes. According to
Subramony [10], there are a variety of HRM strategies to increase participation, such as establishing
a formal grievance procedure and complaint resolution systems, setting up a self-managed or
autonomous work groups, and collecting feedback from employees. These empowerment practices
will have impact on employees’ beliefs in terms of whether the enterprise place emphasis on the
welfare of the staff [11], which lead employees to develop positive emotional bonds with [12] and
exert discretionary effort representing the enterprise [13]. These favorable attitudes and behaviors in
the workplace might lead to a lower level of turnover [14], as well as have positive impact on
organizational outcomes, including high-productivity, high-competitiveness, service satisfaction,
good reputation, and ultimately the firm-level financial performance [15].

3. Whether scholarly research has effectively unlocked the *black box’

As far as | am concerned, the multi-level theory of SHRM is the most comprehensive framework
to explain the link between HR systems and organizational performance, and the AMO model can
be used to generally analyze the mediating mechanisms in the *black box” from the individual level.
However, current research has not unlocked the ‘black box’ completely because of the complexity
of unknown “black box” mechanisms.

First of all, the final firm-level outcomes are needed to be achieved by employees’ coordination,
so current research is based on the perfect hypothesis that the perceived HR practices can trigger
employees’ cooperative behaviors and these behaviors can be added together (individual behaviors ->
organizational behaviors -> organizational performance). However, the credibility of the ‘additivity’
has not been asserted so that it is not appropriate to admit a direct ‘leap’ from individual behaviors
to organizational performance regardless of a lack of the link with *organizational behaviors’. The
further research should figure out the relationship between individual behaviors and organizational
behaviors exactly in the ‘black box’ rather than simply integrating these two levels.

Secondly, according to different measurement indicators and classification methods, the statistic
results vary and the relationship between HR practices and firm performance is not always the same.
Therefore, if scholars could unify indicators in further research, it might be more likely to find out
the exact mechanisms in the “black box’.

Thirdly, some scholars collect the data from a specific industry or fixed groups, so the results
might lack the ‘generality’, or some participates are not willing to provide their true information in
the survey so that the data might not be credible.

4. Conclusion

In a word, the three major mediators are ‘ability’, ‘motivation’ and ‘opportunity’, different
human resources management strategies will have distinct impact on employees’ abilities,
motivations or opportunities, and then lead to positive or negative individual behaviors. If
individual behaviors add together, there might be organizational behaviors, which influence the
organizational performance directly. In addition, it is worth noting that current research has not
unlock the “black box” and more effort needs to be exerted to analyze the mediating mechanisms in
both theory-level and conduct-level.
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