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Abstract: This research note summarizes the findings of a literature review of innovative HRM. Based on an analysis of 47 articles, three main

approaches to innovative HRM are identified. First, innovative HRM can refer to innovation of HRM. Other studies focus on how HRM res-

ponds to innovations. And, thirdly, the term innovative HRM is found in the literature focusing on organizational innovativeness. These three

approaches, along with theoretical explanations, are discussed. The note closes with implications for research and practice.
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Introduction

In organizations facing increasing global competition and changes in
their environment, Human Resource Development (HRD) is more
relevant than ever before. Such external pressures ask for employees
that have the skills, knowledge, and ability to perform optimally. The
facilitate that, organizations may need to apply innovative Human
Resource Management (HRM) practices. By using innovative HR
policies and practices, organizations aim at ensuring the autonomy
and skills enhancement of employees to enable them to perform well
in changing circumstances (Agarwala 2003). This means that resear-
chers and HR managers need to have some understanding of what
HRM innovation means and how it can be achieved. Prior research
may be helpful for that and is reviewed in this research note, which
is part of an ongoing project investigating what is known about inno-
vative HRM and how organizations achieve it. This research note is
structured as follows. First, the methodology is described. Secondly,
the main results are reported. Thirdly, theoretical implications are
discussed. The note closes with suggestions for research and practice.

Method

The literature review about innovative HRM was conducted in several
steps. The first step was to find articles that fit the literature review.
An article search was performed using scholar.google.com as the
main source. Search terms that were used to find articles investiga-
ting innovative HRM are: “innovative hrm”, “innovative hr practices”,
“innovative human resources practices’, and so on. As we are inter-
ested in what organizations actually do regarding innovations related
to HRM, we selected empirical studies. By including qualitative and
quantitative studies we aim at generating more insights into the type
of innovations that organizations apply. Hence, the selection includes
articles that actually investigate innovative HRM rather than theore-
tical papers. Furthermore, we did not explicitly define the term inno-
vative HRM beforehand, as part of our research focuses on the ques-
tion what researchers actually mean if they are using the term. The
references of the articles that this first search generated were checked

and potential interesting articles were added. To assess whether these
articles were indeed of interest to this literature review, a somewhat
broader conception of innovative HRM was used. This means that
articles focusing on organizational innovation were also scanned on
terms like “human resource management” “hr practices”, and so on,
to ensure that no relevant articles were missed. The papers were read
to assess the information they provide about innovative HRM. Selec-
ting the ones that are published in journals that are indexed in the
Social Sciences Citation Index (SSCI) assured that the review includes
articles of sufficient scientific quality. This reduced the resulting list
of articles. A number of papers were excluded because they did not
investigate the concept of innovative HRM, even though the term was
used in these articles. In these articles the term is used in a very broad
sense, without specifying its content. In such articles, it is for instan-
ce stated that organizations need to apply innovative HRM practices,
without explaining what is meant either with these practices or what
is innovative about them. For the purpose of this article, these articles
have little value. In total 47 articles remained that could be included
and analyzed in the literature review (Appendix A provide the list of
the articles). The articles were analyzed to find general approaches to
innovative HRM.

Innovative HRM

Table 1 provides the outcomes of the analysis and summarizes the 47
articles included in the review. The table consists of three columns,
namely: approach, study and subthemes. With regard to the approach
to innovative HRM, three different streams of research are identified
in the literature: (1) research focusing on the innovation of HRM; (2)
research in which HRM is a response to (technological) innovations;
and (3) research showing how HRM is linked to the innovativeness
of organizations. The column labeled “studies” provides the numbers
referring to the specific studies that belongs to a certain approach (the
numbers correspond to the ones in Appendix A). And, in the third
column several subthemes are specified, meaning that there are some
differences within the three identified streams of research. Bellow, we
discuss the approaches and subthemes.
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Table 1. Overview of studies of innovative HRM

Approach Study

Subthemes

1,2,4,5,6,10,11, 12,13, 14, 15, 16,
17, 18, 20, 21, 22, 23, 25, 26, 27, 28,
29, 30, 31, 32, 34, 35, 36, 37, 38, 39,
40, 41, 43, 44, 45, 46, 47

Innovation of HRM

a) Innovative HR policies and practices

b) Change of HR policies and practices

Innovation >HRM 3,42

a) Technological change affects HRM

b) HRM technologizes

HRM - innovation 2,7,8,9,19, 24, 33

a) HRM facilitates innovation

b) HRM contributing to innovation consists of innovative HR policies and practices

Innovation of HRM

In most of the studies the term innovative HRM refers to HR policies
and practices that are considered to be innovative. Nevertheless, there
is a subtle difference within this approach that needs to be taken into
account. In a part of the literature, innovative HRM reflects policies
and practices that are truly novel and new (in the sense of being radi-
cal innovations as they are referred to in the innovation literature, see
for example Crossan and Apaydin 2010). In another part of the lite-
rature, innovative HRM is a label for change or innovation of existing
policies and practices, which is a form of incremental innovation (e,g,
Crossan and Apaydin 2010).

A large share of the studies aims at finding and investigating radical
innovation in HRM. Most of the time, research in this field approa-
ches the issue of innovative HRM by defining innovative HR policies
and practices and then trying to measure to what extent these policies
and practices are applied by organizations. Common characteristics of
such innovative HR policies and practices found in the literature are:

o Equal treatment

« Human capital investments

« Sustainable employability

+ Reward systems (beyond financial incentives)
« Decentralization and autonomy

A study by Agarwala (2003) serves as a good example of this ap-
proach. In this study, 14 HR areas are distinguished, like for example,
hiring policies, reward policies and developmental policies. Studies
like these are related to “High Performance Work Systems” (or simi-
lar terms like HPW-organizations, HPW-practices, HIPOs, and so
on) (Appelbaum, Bailey, Berg and Kalleberg 2000, Combs, Liu, Hall
and Ketchen 2006). The main theoretical idea in this part of the lite-
rature is that HR policies and practices contribute to organizational
performance as they increase the performance, satisfaction and com-
mitment of employees if these policies and practices form bundles or
systems. This means that the different HR policies and practices that
organizations can apply, for example aimed at attracting new person-
nel, training employees, facilitate career paths, et cetera, need to be
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offered as a coherent set of instruments. What follows from this is that
focusing on a single instrument is less effective than having a com-
bination of instruments that are aimed at the same goal. According
to this logic, organizations that apply instruments with contrasting
goals (i.e. combining teamwork with individual pay) function poorer.
What this literature furthermore shows is that to be effective, these
policies and practices need to be aligned internally (they need to fit
together) and aligned externally (they need to fit the organization’s
environment) (Huselid 1995, MacDuffie and Kochan 1995). The an-
swer why this is more effective lies for a large part in the answer that
employees are able, willing and knowing to do their work if HR ins-
truments are aligned (Koster 2011). Having coherent systems of HR
policies and practices has these motivational effects on individuals as
organizations signal their expectations and goals more clearly to their
employees. Hence, the level of human capital of these organizations is
developed and optimized. In addition to that, organizations applying
these innovative HR policies and practices are characterized by tea-
mwork, decentralized decision making, systems enabling cooperation
between units, and so forth. It should be noted that innovative HRM
is a part of such high performance work systems. Besides the mana-
gement of personnel, it includes a focus on the quality of supportive
staff and the overall design and strategy of the organizations. Clearly,
innovative HRM is an integral part of this overall strategy.

Like already noted, what we have termed the radical innovation
subtheme (in the sense that organizations have these HR policies and
practices or not) is a common approach in the literature on innovative
HRM. The studies found here focus on the content of the practices.
In a sense, it is also a static way of looking at innovative HRM, i.e.,
organizations apply certain practices that can be labeled innovative.
Studies that fall in the second subtheme of this approach focus much
more on changes, renewal and improvement of the practices that are
already present in the organization. Hence, the focus is much more
on incremental innovation. In that sense, it can be closely related to
classical HRM themes. The research strategy that we see here is that
researchers define HRM functions (selection, hiring, training, et cete-
ra) and then ask the question whether organizations have made chan-
ges in these functional fields of HRM. What is considered a change
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is left to the respondent to decide, but the usual approach here is to
ask about (significant) improvements of instruments that are already
applied. The HRM of these organizations is labeled innovative if
changes and improvements in these functions and their accompan-
ying HR policies and practices have occurred.

Innovations affect HRM

While in the first stream of literature, innovation is an integral part of
HRM, studies that fall in the second and third stream make a distinc-
tion between innovation and HRM. Studies in the second approach
do that by regarding innovation as the independent variable. Hence,
the general assumption underlying this part of the literature is that
organizations adapt their HR

policies and practices in response to their external environment. In-
novations (e.g. the introduction of new technologies) are part of the
organizational environment and affect it. Again, two subthemes are
distinguished. Here the difference between the subthemes relates to
the closeness of the relation between technological innovation and
HRM. In the first subtheme, in which the external innovations and
HRM are two separate variables, this link is relatively weak. In the
second subtheme, in contrast, this link is strong because it concerns
innovations are directly applied to the HRM policies and practices of
organizations.

With regard to the first subtheme in this approach to innovative
HRM, there are many studies focusing on external trends and their
impact on HR policies and practices. Among them are studies that
have a broad view on these trends and reflect on what this means for
the future of HRM. An example of this subtheme is the study by Co-
lakoglu, Lepak and Hong (2006) who discuss how globalization and
technological change affect the organizations and content of work.
An even broader discussion is found in Ulrich en Dulebohn (2015).
They argue that the future of HRM depends on several broad trends,
namely:

« Social trends: healthcare, life style, family structures;

o Technological trends: digitalization;

« Economic trends: inflations, recessions, labor markets;

« DPolitical trends: stability, elections;

« Environmental trends: sustainability;

» Demographic changes: age, education, diversity, income.

In this very broad approach to HRM innovation, each of these trends
can be regarded as trigger for innovation. However, technological
changes (along with environmental trends) reflect the link between
innovation and HRM most clearly. Recent discussions about the im-
pact of robots on the world of work neatly fit into that research. Never-
theless, the consequences for HRM remain unclear at the moment as
the opinions about this impact diverge. While several authors - who
are also extensively quoted in the public debate - argue that jobs will
disappear (Autor, Levy and Murnane 2003, Frey and Osborne 2013),
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others expect that new jobs will emerge because of the introduction of
robots (Brynjolfsson and McAfee 2014). Certainly, it is possible that
both are true at the same time: some jobs disappear and others emer-
ge. And, this in turn, will have consequences for HRM, for example
with regards to the outflow of people, internal employability, training,
hiring, and so forth. In what direction this is going in practice hugely
depends on the net impact of technological developments. The same
holds for the quality of work that remains. At the moment, it remains
to be seen whether this involves an up-skilling or down-skilling of
jobs (Van den Berge and Ter Weel 2015, Went and Kremer 2015). In
both cases, there are consequences for HRM.

The second subtheme directly links innovation to HRM. Studies in
line with this conceptualization of innovative HRM zoom in on the
questions regarding how organizations use new technology to con-
figure their HRM function. One of the directions found here, is that
HRM itself technologizes; for instance, the application of E-HRM by
organizations. E-HRM refers to the use of information technology to
enable organizations to manage their human resources, for example
by using web technology (Ruél, Bondarouk and Looise 2004). Whe-
reas the idea of E-HRM has been around for a while, the number
of studies focusing on it remains a minority compared to the fields
identified here. Marler and Fisher (2013) provide an overview of the
literature. They show that research of E-HRM is still a young field.
Still, they managed to collect quite a number of studies. The main
concern that they mention in their reviews is that the majority of these
studies rely on a deterministic view of technology. As Marler and Fisher
(2013) state this is in sharp contrast with the field of technology studies
that have adopted a more complex and developmental view on the im-
pact of technology. As processes of digitalization and the possibilities
it provides for information sharing and other applications, it is likely
that this field will catch up with these more general notions of the role
of technology in organizations. Another field of inquiry in which HRM
and technological change are closely related is that of outsourcing. De-
velopments in information technology enable the outsourcing of HRM,
meaning that some organizations rely on other parties for HR practices
such as pay, but can also include training and development of emplo-
yees (Greer, Youngblood and Gray 1999, Gainy and Klaas 2003). By
outsourcing (part of their) HRM function, organizations can get access
to technologies that are not available in their own company.

No doubt, these technological developments will continue in the fu-
ture and will remain a part of the future of HRM. It may even be that
it is the future of HRM. Nevertheless, whether this can be labeled a
radical or an incremental innovation cannot be stated beforehand. On
the one hand, it may be that the HR policies and practices remain the
same and that only the means through which they are organized and
who provides them changes. In that case, we can speak of an incre-
mental innovation. If, on the other hand, the scope of E-HRM and the
number of functionalities to which it gives access increases considera-
bly, for example if they are linked to digital platforms that also serves
as an external labor market, it is a much more radical innovation.
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HRM contributing to innovations

The third approach to innovative HRM reverses the link between
innovation and HRM. In this part of the literature, certain HR po-
licies and practices are regarded as supportive for or a precondition
of the innovativeness of organizations. Organizational innovativeness
refers to several improvements that organizations can make, such as
the introduction of new products and services, applying new marke-
ting methods or changing production and organizational processes
(e.g. Crossan and Apaydin 2010, Pouwels and Koster 2017). In this
approach to innovative HRM, these policies and practices are investi-
gated as the independent variable. The kinds of HR policies and prac-
tices that are studied here range from traditional ones to the newer
ones identified in the literature on high performance work systems.

Again, there are two subthemes within this approach. The studies
that fall in the first subtheme are those in which researchers have a
predefined idea of what constitutes HR policies and practices that
contribute to the innovativeness of organizations. In their study of
organizations in 32 European countries, Pouwels and Koster (2017)
for example find that organizations using training and performance-
related pay score higher on product and service, market and process
innovation.

The second subtheme consists of studies that are much more explo-
ratory. Instead of defining innovative HRM beforehand, these studies
leave it to the data to decide what innovative HRM is; those HR po-
licies and practices that contribute to the innovativeness of organi-
zations are labeled innovative.. This means that in the first subtheme
there is a clear distinction between HR policies and practices on the
one hand and organizational innovativeness on the other. In the se-
cond subtheme this less so, since the outcomes (innovations) are used
to label the HR policies and practices. Research by Oladapo and On-
yeaso (2013) serves as an example of this approach. They investigate
the link between high performance work practices and organizational
innovation. The 2 of the 3 dimensions of the work practices that relate
to innovation are then regarded as innovative HR practices.

What is important in both subthemes is that they focus on the ques-
tions to what extent and how HRM contributes to the innovativeness
of organizations, while in de other two approaches HRM is regarded
as a response to (external) developments. By focusing on this aspect
of HRM, these studies provide evidence for the added value of HRM.

Theories and explanations

The literature review revealed that there are at least three ways in
which innovative HRM is conceptualized in the present literature.
As a result, different theoretical frameworks are necessary to explain
HRM innovation. Approaches 1 and 2 (innovation of HRM and in-
novation affects HRM) can be explained using similar theories, but
approach 3 (HRM contributes to innovation) requires the use of other
theoretical insights as well. Below, we discuss the most central theo-
ries under two headings: (1) Explaining the adoption of innovative
HRM,; and (2) Explaining how HRM contributes to innovation.
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1. Explaining the adoption of innovative HRM

The HRM literature provides 4 general theories explaining the adop-
tion of HR policies and practices. These are: (1) economic; (2)
alignment; (3) decision-making; and (4) diffusion explanations
(Subramony 2006, Koster and Wittek 2016). In the literature re-
viewed, each of these explanations is found. And, in some cases
the studies give more than one explanation or contrast these theo-
retical notions.

Economic explanations

Economic explanations assume that entrepreneurs weigh benefits and
costs in their decisions about the implementation of HR policies
and practices. In other words, they are believed to invest in their
human resources if they believe this leads to a certain pay-off
(in terms of performance or other desired organizational goals,
such as employee satisfaction and loyalty). An economical expla-
nation can for example be found in the study by Sels, De Win-
ne, Delmotte, Maes, Faems and Forrier (2006). They show that
investments in HRM are related to lower levels of turnover and
higher productivity.

Alignment explanations

Alignment explanations emphasize the importance of fit between the
parts that constitute an organization. This means that the strategy of
the organization, the technology used, its size, and so forth need to
be aligned internally and the organization as a whole needs to fit its
external environment. According to alignment theories these argu-
ments also hold for HRM: the different policies and practices need
to be consistent, together they need to fit the rest of the organizations
and they need to be aligned to the wider organizational environment.
A study by Tafti, Mithas and Krishnan (2007) is an example of this ex-
planation. They show that organizations aim to combine HR practices
that strengthen each other, while at the same time they look for ways
to align these practices to the overall information-technology strategy
of the organization.

Decision-making explanations

Decision-making explanations take into account that choices within
organizations are the result of the actions of different actors with their
own interests. This also applies to decisions that are made with regard
to HRM. Rather than effectiveness and efficiency, the main mecha-
nism in these explanations is power. The HR policies and practices
that organizations apply result from a struggle among parties trying
to influence the outcome. Whereas economical explanations and
alignment explanations assume that the outcomes are rational and
that the outcome will be the best objectively, the decision-making
explanation shows that this is not necessarily the case. Research by
Foster and Harris (2005) illustrates this point. They investigate how
organizations device their diversity policies. They argue that having
policies to increase the diversity within organizations can be benefi-
cial to these organizations. But, at the same time, many organizations
do not adopt these policies. Foster and Harris (2005) show that ma-
nagers play a vital role in this process. The way in which they handle
potential contradictions that can result from having diversity policies
affects whether and how such policies are used.
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Diffusion explanations

Finally, diffusion explanations focus on legitimization processes. The
main argument here is that by using specific HR policies and practi-
ces, organizations can be viewed as legitimate actors by others (such as
financers, customers, governments and competitors). Here, the focus is
on the macro level and the main question is how policies and practices
within a country, region or sector diffuse. Murphy and Southey (2003)
and Wu, Bacon en Hoque (2014) are examples of studies showing how
issues of legitimization help to understand these diffusion processes.
In both studies external factors were vital to the diffusion of innova-
tive HR practices. HR practitioners making decisions about adopting
(innovative) HRM perceive these external factors and take them into
account. One of the main reasons for adopting these HR policies and
practices lies in the presence of external networks (such as business
advisory networks), showing that HR practitioners may indeed seek
legitimacy in these networks by adopting certain practices.

2. Explaining how HRM contributes to innovation

To a certain extent, it is possible to make a connection between the
aforementioned theories and the approaches that link HRM and the
innovativeness of organizations. For example, it can be argued that
economic theories apply, because organizations apply certain practi-
ces to be able to provide innovative products or services or that allows
them to be innovative in their marketing. The study by Cheng and
Huand (2009) is an example of this. They argue that organizations
that invest in strategic HRM are better able to manage their internal
knowledge. This, in turn, has positive consequences for the extent to
which these organizations are able to introduce novel innovations. In
a similar manner, the other three theories may also be applied.

Besides that, there are theoretical insights that can be distilled from
the general literature about innovation. For example, the Resource
Based View (RBV) (Barney 1991) and Resource Dependency Theory
(RDT) (Pfeffer and Salancik 1970) link the availability of unique re-
sources within organizations to their innovativeness. These theories
provide an overall explanation why having access to the valuable
resources supports organizational innovation. The RBV does so by
arguing that organizations that manage to exploit resources that are
hard to imitate by others have a competitive advantage. Their innova-
tiveness is part of that advantage. RDT adds that organizational inno-
vativeness depends on the extent to which organizations create links
with actors in their environment to get access to valuable resources.
These general frameworks that focus on resources can also be applied
to HRM since people within organizations are such resources. De-
veloping their skills and offering ways to optimize their work effort
(through learning, employability and so on) are mechanisms through
which HRM can contribute to the innovativeness of organizations.

Conclusion

This research note provides an overview of the literature on innova-
tive HRM. The main insight drawn from reviewing existing studies
in this field is that innovative HRM is three distinct meanings: it may
refer to innovation of HRM, HRM as a response to innovation and
may be about how HRM contributes to organizational innovative-
ness. This insight has implications for research and for practice.
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Implications for research

Having a better grip on the concept of innovative HRM helps re-
searchers in the field to position themselves. For those interested
in investigating HRM innovation, it can be helpful to formulate
their research aim more sharply. Hence, Table 1 also offers a tool
to decide what not to include in a study. Besides that, the over-
view has theoretical implications concerning innovative HRM. It
should be noted that the three approaches identified in Table 1
reflect research traditions with very little overlap. This means that
they have largely developed separately from each other. Hence,
to date, there is very little interaction between the three approa-
ches that are discussed in this overview. It may be worthwhile to
integrate these perspectives to get a better grip on technological
innovation, HRM innovation and organizational innovation. We
already touched upon the difference between radical and incre-
mental innovation, which is common in innovation research.
What can be added to that is that it is possible to combine several
subthemes identified here to conceptualize organizations that are
radical innovators in the field of HRM. Such a conceptualization
would, for example, consist of organizations developing innovati-
ve HR policies and practices as a response to innovations in their
external environment to reach high levels of organizational inno-
vativeness. Such a full integration of the three research approaches
reviewed in this article is not available in the literature yet. To date,
we have limited information about that, because studies either focus
on the link between technological innovation and innovative HRM,
as reflected in the theories discussed under the heading “Explaining
the adoption of innovative HRM” or they link HRM with organi-
zational innovativeness, following arguments presented under the
heading “Explaining how HRM contributes to innovation”. Theories
integrating these approaches and perspectives will increase our un-
derstanding of these different kinds of innovation (technological,
HRM, and organizational) and how they affect each other. One of
the research questions following from such a conceptualization is
what the consequences of such innovative organizations are for HR
development. The present review may help researchers to expand in
that direction.

Furthermore, this review shows that Human Resource Development
and innovative HRM are closely connected. Much of the HR poli-
cies and practices that are found in the different parts of the lite-
rature are geared towards development. HR instruments such as
training and skill enhancement are often mentioned in the articles
on innovative HRM. In that sense, HRM and HRD supplement
each other. Whereas HRM focuses on the policies and practices
of organizations, HRD examines whether they actually lead to
learning and skill enhancement of employees. With an increasing
emphasis on innovative HRM the question whether the HR poli-
cies and practices have an actual effect in terms of human resource
development becomes more relevant than ever before. Given that
technological changes will affect the workplace now and in the
near future and that organizational innovativeness remains a sour-
ce of competitive advantage, research integrating innovative HRM
and HRD will provide one of the core explanations of organizational
performance.
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Implications for practice

For people active as HR managers, this literature review can also be
of value. First, it can help them to clarify what they mean if they say
that they want to be innovative. Starting from the three approaches
that are identified here and the different subthemes related to them,
HR practitioners should be able to have a more informed discussion
about HRM innovation and how to achieve it. The studies reviewed
here may serve as an inspiration for them how to design their innova-
tive HR policies and practices. Secondly, it may also help practitioners
to make informed choices about what they would like to innovate.
What Table 1 also clarifies is that HRM innovation does not have to
imply that organizations should always start from scratch. The three
approaches can help to identify what needs the most attention in the
organizations. And, in some cases adjusting existing policies and
practices may be enough innovation to keep the organization and
employees going.
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