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Abstract

The main objective of this paper is to investigate the impact of Human Resource Management
Practices (HRMPs) on Perceived Business Performance (PBP) of ISO 9001 QMS certified
manufacturing firms of Sri Lanka and also to examine the moderator effect of firm age on the
relationship between HRMPs and PBP. The study was designed as a cross-sectional field survey and
used a structured questionnaire technique to collect data from a sample selected using a simple
random sampling technique from a known population and SPSS software is used for survey data
analysis. The major finding indicates that overall HRMPs have no positive impact on PBP. However,
training and development and recruitment and selection do have positive contributions to perceived
business performance. Furthermore, the results indicate firm age has no moderating effect on the
relationship between HRMPs and PBP. The findings of this paper are very much important for the Sri
Lankan manufacturing industry and policymakers, as it provides clarity by identifying the important
HRM practices, need to be focused when consider the enhancing of business performance(BP).
Moreover, the results of the study are useful for manufacturing firms in Sri Lanka looking forward to
installing 1ISO 9001 based quality management system within the firms as results provide human
resource management practices areas need to be focused. This research is confined to ISO 9001QMS
certified manufacturing firms of Sri Lanka and therefore the findings obtained may not be generalized
to other countries.

Keywords: Human Resource Management Practices, Perceived Business Performance, Training and
Development, Recruitment and Selection, Compensation and Rewards, ISO 9001 Quality
Management System.

Introduction
In today‘s competitive world, manufacturing firms have to face many challenges to be competitive in
the markets, and out of that one of the most important things is to have a unique competent set of
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employees within the firms and to that extent, Human Resource Management Practices play a vital
role. Elarabi and Johari (2014) indicate that magnifying performance, acquiring and enhancing the
expertise of employees, promoting working together among them to help organizational growth
human resource management becomes a vital one. According to literature, certain studies show
results that only a specific practice of Human Resource influences organizational performance (Shaw,
Gupta & Delery, 2005). Furthermore, research studies of scholars indicated that employees in an
organization are a valuable factor to be competitive and therefore for organizational performance,
HRM can play a vital role (Boselie & Dietz, 2003).

In Sri Lanka, the manufacturing sector contributes heavily to the economy and these manufacturing
firms have to manage a large number of employees and therefore most of these firms do have Human
Resource departments or divisions. In other words, the human resource management function has a
vital role to play in these firms to develop a set of competent and skilled staff to get the employees’
contribution for the betterment of the organizations. Considering the stiff competition in the local
and international markets the manufacturing firms have obtained I1SO 9001 international
certification. Hence, manufacturing firms in Sri Lanka have to comply with the best practices and that
may help to streamline the HRM activities of these firms.

This study provides a significant contribution to the existing literature of Human Resource
Management as in the Sri Lankan context very little studies were done to ascertain the impact of
Human Resource Management Practices on perceived business performance in the context of ISO
9001 certified manufacturing firms. This study was conducted to address this gap in the literature
and hence the findings of the study would help to obtain the effect of Human Resource Management
Practices on Perceived Business Performance of the Sri Lankan I1SO 9001 certified manufacturing
firms. Moreover, the theoretical frame developed in this study using different sub-variables is a novel
one and that would be an addition to the prevailing literature for further studies in the field of Human
Resource Management practices and Business Performance. Furthermore, this study would also
contribute significantly to potential manufacturing firms who are very much interested in obtaining
ISO 9001 certification as it spotlights the variables of Human Resource Management Practices that
need to give attention in enhancing business performance. The study support (a) to examine the
impact of human resource management practices on perceived business performance (b) to
investigate the impact of training and development on perceived business performance (c) to
examine the impact of compensation and rewards on perceived business performance (d) to
investigate the impact of recruitment and selection on perceived business performance and (e) to
examine the moderator effect of firm age between human resource management practices and
perceived business performance.

Literature Review

Hassan et al. (2006) mentioned that employees are human beings and value to the organization and
therefore should be treated as humans by providing the necessary amenities which is a basic principle
of Human Resource Management (HRM) and therefore, HRM covers areas like employee
development so that their contribution can be obtained to support the organization improvement.
As per the literature, a quite number of studies done in the area of Human Resource Management
and Business Performance but the findings are not very specific. One of the vital issues in the theory
is the debate of the exact mediating connection between HRM and the performance outcome. This
is identified as the “black box” in the theory. Boxall et al. (2011) indicated that as per the extant
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literature the connection between HRM practices and performance was not specific and hence it is
referred to as “black box” in the theory. Moreover, HRM practices may provide various results when
used in a different context and hence the context plays an important role ( Dieleman et al., 2009).
Armstrong (2006) indicates that the basis of the human capital theory is that when people use the
skills, abilities, and experience collectively for the betterment of the organization that is a significant
contribution to the success of the organization and to gain competitive advantage. Furthermore,
Barney (1991) indicated that resources are unique to the firm and not possible to replicate by the
competitors. Lepak et al. (2006) indicated that in the argument of competitiveness of business
human resource management has a major role in the formation and enhancement of motivated staff.
Barney and Wright (1998) indicated that one of the unique, valuable, and important resource is
human resource and it is vital for excellent performance leading to viable competitive advantage.
According to Jiang et al. (2012), practices used for the development of employee competence and
enhancement of motivation helps to obtain employee contribution. Shaw, Park, and Kim (2013)
indicated that several previous studies considered to see the connection with the HRM practices and
organizational performance variables.

Human Resource Management Practices and Perceived Business Performance

The management of workforce and enhancement of capabilities and skills to be unique to the
organization to meet the challenges of more complicated societal needs whilst creating new
organization-specific understanding to be competitive is considered as HRM practices (Brewster,
Suutari, & Minbaeva, 2005). Noe et al. (2011) argued that human resource needs to be managed
effectively as that would help to model the varying qualities of the employees to the positive direction
and therefore it is very important. Hutchison et al (2002) indicated the necessity of better
understanding the processes of which HR practices would have an impact on performance. Empirical
studies proved that the firms developed a mechanism to align HRM practices with business strategy
showed excellent results (Becker & Gerhart, 1996; Dyer & Reeves, 1995). Huselid (1995) and
Macduffie (1995) indicated that as per the previous studies HRM practices and systems support for
the development and maintenance of competitive advantage for the firm. Moreover, Crook et al.
(2011) mentioned that certain empirical studies show HRM and organizational performance are
positively related. HRM Practices influenced on turnover (Guthrie, 2001). Mansour (2010) proved
that HR practices (recruitment, training, participation, performance appraisal, and compensation)
and firm performance positively connected. Some combination of HRM practices and operational
performance are linked within manufacturing firms (Youndt et al., 1996). Given the above, the
following hypothesis is proposed;

Hi1 Human Resource Management Practices have an impact on Perceived Business (Performance.

Training and Development and Perceived Business Performance

Lee and Lee (2007) proved that training and development contribute to the enhancement of firm
performance covering employee’s productivity, product quality, and firm’s flexibility. Training and
development influence employee productivity significantly (Chang & Chen, 2002). According to Cook
and Hunsaker (2001), for the enhancement of organizational performance and employee efficiency
and effectiveness training is possible to use as a technique. Likewise, Holzer et al. (1993) through the
study of manufacturing firms proved that workplace training has reduced the scrap rate of the firms
leading to improved performance of the firms. According to Swanson (1995) development of human
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expertise and enhancement of performance can be achieved with the support of personnel training
and development and organizational development. Lee and Bruvold (2003) proved that complete
training leads to having a positive connection between organizational performance and productivity.
Hence the following hypothesis is proposed

H1a Training and Development has an impact on Perceived Business Performance.

Compensation and Rewards and Perceived Business Performance

Compensation and rewards are used by organizations in a different form for employees to recognize
their job wok which in turn helps to obtain employee commitment for the betterment of the
organization. Normally a reward management system covers monetary and non-monetary rewards.
Compensation is positively related to organizational performance (Frye, 2004). Compensation
Strategy contributes significantly to the improvement of organization productivity (Obasan, 2012).
According to Ajila and Abiloa (2004), rewarding employees using recognition and appreciation is a
vital factor leading to organizational performance. Normally a reward system covers interconnected
processes and functions which are together to help to execute an effective reward system for the
betterment of the employees and the organization (Armstrong, 2009). A sound rewards system plays
a major role in making an organization's capability to attract and retain competent and high
performing employees leading to attaining improved levels of quality and performance (Fay &
Thompson, 2001). Vance (2012) indicated that an increasing need is there for an appropriate
rewarding system to motivate employees to attain increased organizational performance. Given the
above, the following hypothesis is proposed

Hi, Compensation and Rewards have an impact on Perceived Business Performance.

Recruitment and Selection and Perceived Business Performance

Recruitment and selection play a vital role in any organization as that helps to get competent,
talented, and committed employees to any organization. According to Soliman and Spooner (2000),
organizations face issues in the relation of having an appropriate human resource pool and achieving
expected profitability if the recruitment is not taken place properly and therefore recruitment is in
the center of the management process. Recruitment and Selection are considered as one of the most
important processes of an organization as organizations are considered that human capital is the
unique factor to be competitive (Ntiamoah et al., 2014). Performance in organizations is positively
related to the sophisticated recruitment and selection system (Rauf, 2007). In using a proper
recruitment and selection system organizations were able to get the correct people to fill the
unoccupied positions enabling organizations to achieve growth. The process uses for recruitment and
selection of employees in an organization is connected with the organizational performance (Sarkar
& Kumar, 2007). Djabatey (2012) indicated the necessity of having the right staff is a key factor for an
organization to build and sustain the competitive advantage. Given the above, the following
hypothesis is proposed;

Hic Recruitment and Selection have an impact on Perceived Business performance.

Firm Age (number of Years that QMS implemented)

Moreover, firm age indicates the number of years the ISO 9001 quality management system is
implemented within a firm. In other words, this indicates that depending on the number of years the
quality system implementation whether any influence is there from this variable to the relation
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between Human Resource Management Practices and Perceived Business Performance. Lai (2013)
indicated that a moderator variable is one that influences the connection and or direction between
the independent and dependent variables. According to the extant literature, Firm age has been used
as a moderator variable in a different context (Bedi and Vij, 2015; Rafiq et al., 2016). Given the above,
the following hypothesis is proposed;

H2: Firm Age moderates the relationship between Human Resource Management Practices and
Perceived Business Performance

Considering the above information, the following hypothesized model is proposed to evaluate the
Human Resource Management Practices of ISO 9001 QMS certified Sri Lankan manufacturing firms
in Sri Lanka. The ISO 9001 QMS certified manufacturing firms are considered for the study and used
three dimensions in assessing the hypothesized model used for this study

H1
Human Resource Management Practices >
. Training and Development 2 Perceived Business
Performance
. Recruitment and Selection
. Compensation and Rewards Firm Age

Figure 1- Hypothesized Model

Methodology

Pilot Study

A well-defined structured questionnaire was developed based on the understanding of the literature
review and using previously validated items by different scholars. Under each main sub- variable
guestions are identified ensuring the categorization of questions and the questionnaire was further
reviewed and refined with the support of the academic and industry experts and aligned to suit to Sri
Lankan context. All questions in the questionnaire were developed using a 5 point Likert scale. The
pilot study was done by sending 35 questionnaires to ISO 9001 certified organizations and the
researcher received completed questionnaires. Those were reviewed and found that all
guestionnaires were properly completed and can be used for analysis. The researcher conducted the
Exploratory Factor Analysis with Varimax rotation to determine the construct validity of the items
used in the questionnaire and to ensure the reliability of data by conducting Cronbach’s Alfa value
test. Both tests satisfied all the requirements, for instance, Cronbach’s Alfa values for all variables
were greater than 0.7 and therefore the questionnaire was used without any modifications for the
field survey to collect data for the main research.

Population and Sampling

Two hundred sixty-nine (269) ISO 9001 manufacturing firms were selected using a simple random
sampling technique from a population of ISO 9001 Quality Management Systems certified
manufacturing firms of Sri Lanka. To select the said sample size Sekaran and Bougie (2010) sampling
tables and the nonresponse rate for the pilot sample were taken into consideration. The respondents
for the study were senior managers, middle managers, and executives who are knowledgeable in the
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application of ISO 9001 quality management system practices within the manufacturing firms. Only
210 questionnaires were able to use as some questionnaires were incomplete.

Data Analysis Techniques

The data were analyzed using SPSS software 21 version and the tests like such as screening for missing
data, normality tests, validity & reliability test, descriptive statistics analysis, inferential statistics were
used. The researcher conducted diagnostic tests such as linearity tests, homogeneity tests, and
multicollinearity tests to determine the suitability of data for further analysis. Furthermore, multiple
regression analysis and hierarchical regression techniques were used to test the hypotheses.

Results and Discussion
Demographic Characteristics of Respondents
Table 1- Age Categorization of Respondents

Cumulative

Frequency |Percent |Valid Percent [Percent
Valid 25-30 |8 3.8 3.8 3.8
31-35 |51 24.3 24.3 28.1
36-40 |94 44.8 44.8 72.9
41-45 |48 22.9 22.9 95.7
46-50 |9 4.3 4.3 100.0
Total [210 100.0 100.0

Note. Survey Data

The above table indicates that most of the respondents are in the age group of 36-40 and therefore
these respondents have matured employees and are around 44.8% and it may be possible to indicate
that these officers do have requisite experience on ISO 9001 Quality Management System.

Table 2- Working Experience

Cumulative
Frequency |Percent [Valid Percent [Percent
Valid 3-5 13 6.2 6.2 6.2
6-8 74 35.2 35.2 11.4
9-10 75 35.7 35.7 77.1
10 above }48 22.9 22.9 100.0
Total 210 100.0 100.0

Note. Survey Data

Above table 2 indicates that more than 93.8% of employees do have more than six years’ experience
and that indicates the respondents have an adequate understanding of the HRM practices within
their organizations and hence it can be considered the respondents’ answers are more appropriate.
The researcher calculated a criterion to discuss the descriptive statistics analysis of mean, standard
deviation (SD) of the items in the questionnaire. The following three levels were identified as “High”,
“Moderate” and “Low” for interpretation of results. Since the items used for the questionnaire were
based on the Likert scale, the level of each item based on its mean is calculated using (highest point
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in Likert scale — the lowest point in the Likert scale) / number of the levels used. Therefore, the
interval between each level and the other = 1.33 (5-1/3) and the following criterion is obtained:
“Low”- 1- 2.33, “Moderate” -2.34- 3.67 and “High”- 3.68- 5. The study results are as follows:

Human Resource Management Practices
The mean and Standard deviation were used to analyze Human Resource Management System
Practices and details are presented below:

Training and Development
Table 3- Level of Consideration Given for Training and Development

Rank | item Descriptions Mean | Standard Mean Level
Deviation
1. 1|1 The firm has a criterion to identify the 3.96 0.724 High

training needs of employees.

2. 2 The firm prepares an overall training 3.89 0.768 High
schedule based on the identified training
needs of employees.

3 3 Training is given to employees based on 3.88 0.819 High
the identified training needs.

4, 5 The firm encourages employees to 3.86 0.788 High
participate in relevant training &
development Programs.

5 4 The frequency of the training programs 3.81 0.800 High
conducted by the firm is satisfactory.

6. 6 There is a criterion within the firm to 3.79 0.811 High
measure the effectiveness of training.

7. 7 Training & development has resulted in 3.77 0.805 High
higher performance of employees in the
firm.

8. 8 There is a formal induction, orientation, 3.74 0.813 High

and familiarization process designed to
help recruits to understand the firm.

9. 8 There is a system to follow up trainingand | 3.74 0.790 High
development programs within the firm.
10. 9 The firm has a separate budget for training | 3.73 0.792 High

and development work.

Total Score (Overall) 3.81 0.791 High

The overall mean score of 3.81 indicates that the respondents have considered the importance of
training and development activities of the ISO 9001 certified manufacturing firms and that activity is
satisfactorily taking place according to the results. This is a very important finding as in general it
appears that the Importance level of training and development was high in ISO 9001 QMS certified
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manufacturing firms of Sri Lanka. In other words, one of the HRM practices of Training and
Development is considered as very much required by these firms. The mean value of training and
development items varied within (3.73 -3.96) when compared with the overall mean value of 3.81.
As per the analysis the highest mean value was 3.9 for the statement “The firm has a criterion to
identify the training needs of employees” with a standard deviation of 0.724 and indicates that these
manufacturing firms agreed that the firms do have a proper criterion to identify the training needs
of employees of these firms.

Recruitment and Selection
Table 4- Level of Consideration Given for Recruitment and Selection

Rank | Ite Descriptions Mean | Standard Mean Level
m Deviation
1. 3 Applicants are fully informed 3.81 0.753 High

about the job requirements need
to perform the job before being

hired.

2. 7 The recruitment and selection 3.78 0.747 High
process in the firm is fair and
transparent.

3. 1 The firm has a Scheme of 3.76 0.801 High

Recruitment (SOR) covering job
requirements for each
designation.

4, 2 Job Advertisements are used by 3.74 0.739 High
the Firm in newspapers for the
recruitment of employees based
on SOR.

5. 4 An interview panel comprising of | 3.69 0.844 High
line managers and HR manager
participate in the interview panel
to select the suitable employee
6. 6 Vacancies are also filled internally | 3.67 0.791 moderate
from the qualified employees

7. 5 Appointments are given purely 3.62 0.774 moderate
based on merit.
Total Score (Overall) 3.72 0.891 High

Note. Survey Data,

The overall mean score of 3.72 indicates that the recruitment and selection activities of the ISO 9001
QMS certified manufacturing firms are given higher consideration to ensure that the right personnel
is selected for the relevant job. The mean value of recruitment and selection items varied within (3.81
-3.62) when compared with the overall mean value of 3.72. As per the analysis the highest mean
value was 3.81 for the statement “Applicants are fully informed about the job requirements need to
perform the job before being hired” with a standard deviation of 0.753 indicates that these
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manufacturing firms communicate the required information of the job tasks required to be
performed so that employee is well aware what exactly to be performed before joining the firm. This
is a very important finding as to the communication of job requirements to the potential applicants
before hiring is very much important as then the applicant can consider whether he can do that job

or not and make a correct decision so that both parties the candidate and the firm be benefited.

Compensation and Rewards
Table 5- Level of Consideration Given for Compensation and Rewards

Rank

ltem

Descriptions

Mean

Standard
Deviation

Mean Level

13

The current compensation and
reward system of the firm is
satisfactory

3.83

0.703

High

12

To encourage participation in
practice development, the firm
should acknowledge and
reward efforts as well as
results.

3.74

0.762

High

11

The firm has a system to
reward collaboration more
between practice groups.

3.73

0.711

High

The firm needs to pay more
attention to the profitability of
work performed in making
compensation to employees.

3.72

0.743

High

Job performance is an
important factor in determining
the incentives for

employees

3.71

0.762

High

Employees in the firm aware of
what need do to earn higher
compensation

3.69

0.821

High

Compensation packages
encourage employees to
achieve the firm’s objectives

3.68

0.715

High

10

Building skills in others should
be explicitly rewarded

3.67

0.757

moderate

The current compensation &
rewards system has clear
weights given to measurable
factors, rather than a judicial
system.

3.66

0.714

moderate
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10 7

The firm constantly reviews and
updates the range of benefits
such as health, accident,
liability protection, & house
rent, etc. to meet the needs of
the employees.

3.65

0.805

moderate

11 4

Employees have received
recognition/rewards for doing
good work.

3.64

0.768

moderate

12 1

Employees are satisfied with
the salary given by the firm.

3.63

0.773

moderate

13 2

Salary increments, bonuses,
and other allowances
(incentives) are reviewed fairly
and justifiably.

3.62

0.718

moderate

Total Score (Overall)

3.67

0.750

moderate

The overall mean score of 3.67 indicates that compensation and rewards activities of the 1ISO 9001
QMS certified manufacturing firms are given a moderate level of consideration to motivate and retain
the staff as that ensures the smooth operation of the functions of these firms. The mean value of
compensation and rewards items varied within (3.83 -3.62) when compared with the overall mean
value of 3.67. As per the analysis the highest mean value was 3.83 for the statement “The current
compensation and reward system of the firm is satisfactory” with a standard deviation of 0.703
indicates that these manufacturing firms provide adequate compensation and rewards to the
employees so that the employees motivate to carry out job tasks efficiently and it also helps to retain

talented employees within the firm.

Summary of Descriptive Statistics
Table 6- Overall Mean and Standard Deviation values

Rewards

Variable Overall Mean Overall Standard
Deviation

Training and 3.81 0.791

Development

Recruitment and 3.72 0.891

Selection

Compensation and 3.67 0.750

Survey Data

Table 6 indicates the overall mean and standard deviation values of the sub variables and the main
variable. The summary of results indicates that overall mean values were over the 2.5 midpoints
and the standard deviation varied in the range of 0.750 to 0.891 leading a narrow spread of data

within the mean.
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Table 7- Cronbach’s Alfa

Variable Cronbach’s Alfa Interpretation
Training and 0.736 reliable
Development

Recruitment and 0.753 reliable
Selection

Compensation and 0.862 reliable
Rewards

Human Resource 0.806 reliable
Management Practices

Survey Data

The researcher performed Cronbach’s Alfa value test to determine the reliability of the data.
Cronbach’s Alpha is equal to or higher than 0.7 indicates a good value (Hair et al., 1998). More than
or equal 0.7 value for alpha is more acceptable. Table 7 given below shows the reliability analysis of
survey data and since all values are above 0.7 the data is reliable and can be used for further analysis.

Hypothesis Testing
The researcher used inferential statistics and conducted Multiple Regression Analysis to test the
hypotheses and the results are given below in Table 8;

Table 8- Multiple Regression Analysis Results

Variable R R2 Adjusted | F Value | Sig Standardized |t Sig*

R2 Beta value
0.456 | 0.208 0.189 6.732 0.072

Training 0.177 2.480 | 0.014*
and
Developm
ent
Recruitme 0.138 1.957 | 0.052*
nt and
Selection
Compensa 0.119 1.684 | 0.094
tion and
Rewards
p*<0.05
The R%value is 0.208 therefore the model is considered as fit to be used for multiple regressions with
the data. However, the correlation coefficient R= 0.456 that reflects there is a positive correlation
between Human Resource Management Practices and Perceived Business Performance. The results
show that three sub-variables together explained 20.8% of the variance, where (R? =0.208, F=6.732,
Sig. =0.072) indicates that the alternative hypothesis rejected and the null hypothesis is accepted.
Hence Hi is rejected. This indicates that Human Resource Management Practices (Training and
Development, Recruitment and Selection and Compensation and Rewards) do not have a statistically
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significant effect on Perceived Business Performance, at level (a<0.05). Moreover, this finding is in
agreement with Kato and Morishima (2002) which indicated that HRM practices may not have a direct
effect to gain better performance but to achieve the expected gains it takes time. Moreover, there is
a lack of theory to convince fully that HRM practices connected to firm performance (Singh et al.,
2016), and therefore the study finding is further supported.

Table (8) indicates that the training and development sub-variable has the highest contribution to
perceived business performance, where (Beta=0.177, sig. =0.014). Therefore, training and
development sub-variable is the most significant, and it positively and directly regresses to perceived
business performance. Hence H1la is supported at level (a<0.05). The finding is in the agreement of
Thang et. al (2010) as they indicated training has a positive effect on firm performance. The second
highest contributor is the recruitment and selection sub-variable, where (Beta=0.138, sig. =0.052),
and therefore Hlc is also supported at level (a<0.05). This finding is consistent with the previous
research finding of Chand and Katou (2007) as they found that recruitment and selection were
strongly correlated with profitability. Moreover, the table shows the compensation and rewards,
where (Beta=0.119, sig. =0.094) which means p is greater than 0.05, and therefore H1lb is not
supported at level (a<0.05). This result is in agreement with the findings of (Bussin & Nel, 2015).

Table 9- Hierarchical regression results using firm size as a moderator

Variable Standardized beta Standardized beta Standardized beta
1 2 2
Training and 0.204 0.194 0.155
Development
Recruitment and 0.179 0.171 0.346
Selection
Compensation & 0.171 0.164 0.086
Rewards
Firm Age 0.092 0.170
TD*F 0.083
RS*F -0.387
CR*F 0.199
R? 0.175 0.184 0.185
Adj. R2 0.163 0.168 0.157
RZchange 0.175 0.008 0.001
Sig F Change 0.000 0.155 0.957

**p<0.01 p*<0.05 N =210; Standardized coefficients are presented.

The above table 9 of hierarchical linear regression indicates in Model 1, R Square value of .1757 and
when Firm age scores were added as shown in Model 2, the value for R Square increased to .184
(18.4%) leading to a difference of 0.009 which means with the addition of Firm Age scores contributes
0.09% additional variance in perceived business performance. On the same basis when other
interaction variables were added in Model 3 the value for R square increased to 0.185 (18.5%) having
an increase of 0.001 giving an additional 0.01% variance in business performance. Furthermore, in
Model 1, then consider the above results only Model 1 is significant as Sig. F Change is less than 0.001
and with the adding of new variable(s) Firm Age (Model2) and after adding interaction variables
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(Model 3) both models do not produce a statistically increase invariance for the dependent variable
of perceived business performance. Therefore, H2 is not supported. Hence firm age has no
moderating effect on the relationship between Human resource management practices and
perceived business performance.

Conclusions

The findings of the research concluded that Human Resource Management Practices per se has no
direct significant effect on the perceived business performance of the ISO 9001 quality management
system certified manufacturing firms. However, the findings concluded that training and
development and recruitment selection have a positive effect on the perceived business performance
of firms. This is very important for managers of these firms because training and development as one
of the HRM practices played a vital role in enhancing the performance of the ISO 9001 Quality
Management System certified firms and accordingly the managers can make the training budget in a
more focused manner to develop a talent human capital unique to the organization to gain enhanced
performance. Moreover, this finding is equally important for potential manufacturing firms that are
intended to adopt and practice the Quality Management System as those firms can also plan out and
strengthen the training and development function to enhance the skills of the employees which
requires to implement the quality system effectively and efficiently once it is adopted. Moreover,
recruitment and selection play another important contribution as the proper human capital is the
most important unique asset to any organization. Therefore, selecting the right employees and
recruiting them to the organization helps to fill the vacancies appropriately and that helps to
strengthen the human capital leading to gain expected contribution to enhancing the firm
performance. The findings provide a deeper insight to the managers of these organizations’ as even
most suitable employees are selected and recruited to the organization the vital fact is to train and
retain them using training and development function about the job tasks so that only the employees
gain appropriate skills required to perform the tasks effectively and efficiently without making
mistakes to achieve the set goals and targets paving the way to bring in enhance positive outcome.
The findings also indicate that certain identified practices of Human Resource Management are very
much important to strengthen the performance of the organizations as such functions do have
contributions for firm performance and therefore managers should provide due attention to those
practices of HRM.

Moreover, the findings also proved that the total number of years (Firm Age) that the ISO 9001
Quality Management System (QMS) implemented within the firm does not influence the relationship
between Human Resource Management Practices and firm perceived performance. This is an
important finding for managers as the years of implementation of QMS have no role in existing HRM
practices and firm performance because the managers can plan out the business strategies
irrespective of the years that the QMS has been implemented to get the expected gains. This is also
important for potential firms as those firms can map out the business strategies like the extent of
HRM practices that need to be adjusted in adopting ISO 9001 QMS as firm age is not a barrier when
it comes to HRM practices and firm performance.

The hypothesized model used in this study would be a significant theoretical contribution and the
findings of this study would also be considerable value to the literature in the context of ISO 9001
certified firms and their journey towards business performance. Furthermore, the present study
findings have managerial implications as it gives insightful information to managers about the exact
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variables of Human Resource Management Practices to be considered in implementing the I1SO 9001
Quality Management System to achieve enhanced business performance. This is very vital in today’s
competitive business environment as all certified firms are struggling to get the maximum benefit
when achieving ISO 9001 certification. Hence the study findings would support them to have a
focused approach to meet that expectation. Furthermore, in the context of ISO 9001 certified firms,
the number of years that the quality management system implemented does not affect perceived
business performance which is very much important for new manufacturing firms that are intended
to enter into ISO 9001 certification to make a considered decision. Not only that the study findings
contribute significantly to policymakers, government officials, potential manufacturing firms as it
provides insightful information on HRM practices that facilitate the manufacturing firms to gain
better performance.

Research Limitation

The data for the research was collected using a structured questionnaire prepared using the Likert
Scale and therefore it may be not possible to go into collect the deeper views of the respondents
about the issues. Moreover, the research conducted using ISO 9001 certified manufacturing firms in
Sri Lanka and hence there is a limitation to extend the results to non-1SO 9001 certified firms.

Future Research Direction

For these results, only manufacturing sector firms were considered and therefore it suggested
conducting future research using 1ISO 9001 certified service sector firms as now the service sector is
stronger than the manufacturing sector. Furthermore, in future research, appropriate mediating
variables with different sub-variables can be considered in designing so that the study so that it adds
value to the literature.
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