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Abstract 

This study examines the relationship between strategic human resource (HR) practices and financial 

performance, focusing on optimizing HR investments for sustainable economic success. The research addresses 

HR practices such as training, competency development, and reward systems in enhancing organizational 

outcomes. A systematic literature review (SLR) methodology synthesized findings from recent industry studies. 

This approach allowed for an integrative analysis of theoretical frameworks, including the Resource-Based View 

(RBV) and Agency Theory, to contextualize the impact of strategic HR practices on financial performance. The 

study highlights the significant influence of HR practices on organizational productivity, operational efficiency, 

and cost reduction. Practices like Green Human Resource Management (GHRM) enhance sustainability and 

improve reputation and financial outcomes. Integrating technology, such as data analytics and performance 

tracking systems, was identified as a crucial enabler for decision-making and resource optimization. The 

findings also emphasize aligning HR planning with organizational strategies to ensure coherent and effective 

workforce management. This research contributes to academic literature and practical applications by offering 

actionable strategies for optimizing HR investments. It provides a roadmap for managers to implement 

innovative HR practices that align with business objectives, foster sustainability, and enhance competitiveness. 

This study's limitations, including its reliance on secondary data, suggest avenues for future empirical research to 

validate and expand on these findings. 
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Introduction 

The role of human resources (HR) in modern organizations has undergone a profound 

transformation, evolving from a purely administrative support function to a critical strategic 

driver of organizational success. HR is now regarded as a pivotal asset that shapes a 

company’s competitiveness, particularly in responding to dynamic market demands, 

technological advancements, and raising customer expectations. Effective HR management is 

essential for improving operational efficiency, fostering innovation, and achieving positive 
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financial outcomes (Rosyafah & Pudjowati, 2024). In this context, human capital emerges as 

a core element, influencing individual productivity and the organization's overall success. 

Despite the growing recognition of HR’s strategic importance, many organizations struggle to 

align HR practices with broader business objectives. Digital transformation, globalization, and 

increasing demands for sustainability have added layers of complexity to HR management 

(Stahl et al., 2020). Companies must integrate HR initiatives such as employee development, 

compensation strategies, and organizational culture into their overarching strategic 

frameworks to achieve long-term financial success (Suwarno et al., 2023). However, the 

interplay of these factors and their contribution to financial performance remains 

insufficiently understood. 

Practical and theoretical challenges frequently emerge in the strategic optimization of 

HR. Organizations often need help to adapt HR practices to fast-changing business needs and 

competitive pressures in global markets (Humairah et al., 2023). Theoretically, while existing 

research has highlighted the benefits of investing in HR for improving financial performance, 

the results are often highly variable. Such variability arises from contextual differences, 

including industry type, organizational scale, and cultural factors. For example, while 

employee training programs may significantly enhance productivity and profitability in 

specific sectors, their impact may be minimal in others, highlighting inconsistencies in 

outcomes across different contexts. This variability underscores the need to investigate further 

the relationship between HR practices, organizational culture, and financial performance. 

Cascio & Boudreau (2010) suggest that investments in HR yield tangible benefits, such as 

increased operational efficiency and reduced costs, yet the factors mediating or moderating 

this relationship remain unclear. For instance, the extent to which organizational culture 

amplifies the financial impact of HR practices still needs to be explored. Addressing these 

gaps is essential for identifying the mechanisms that enable companies to optimize HR 

practices and achieve sustained financial success strategically. By examining these dynamics, 

this research seeks to contribute to a deeper understanding of HR’s role in financial 

performance and to propose actionable strategies for organizations to align their human 

capital investments with their long-term financial goals. 

Recent studies underscore the critical role of human resources (HR) in enhancing 

organizational performance and financial outcomes. Transformational leadership, in particular, 

has been identified as a key factor influencing organizational culture and overall performance. 

Research demonstrates that transformational leadership fosters employee learning, job 

satisfaction, and organizational success by cultivating a culture supporting human resource 

development (HRD) (Akdere & Egan, 2020; Nguyen et al., 2023). The relationship between 

transformational leadership and performance is mediated by HR practices, learning, and 

innovation (Para-González et al., 2018). For example, in the tourism sector, transformational 

leadership and political skills significantly impact organizational culture, enhancing employee 

performance (Idris et al., 2022). Organizational culture also plays a pivotal role in mediating 

the effects of leadership on performance outcomes (Nguyen et al. et al., 2023; Idris et al., 

2022). These findings highlight the importance of leadership and culture in driving HR 

effectiveness and ultimately improving financial success. 

In addition, HR practices directly influence organizational and financial performance 

across various sectors and contexts. Relational HR functions enhance human capital resources, 
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driving operational and financial outcomes (Jo et al., 2024). For instance, Green Human 

Resource Management (GHRM) practices improve business performance through 

environmental commitment and green product innovation (Setyaningrum & Muafi, 2023). 

Total reward systems combining monetary and non-monetary incentives increase job 

satisfaction, productivity, and financial success, particularly among Generation Z employees 

(Tarigan et al., 2022). Furthermore, compensation and training significantly impact financial 

performance, with moderating effects observed during the COVID-19 pandemic in the 

pharmaceutical industry Mahssouni et al. (2022); for small and medium enterprises (SMEs), 

strengthening HR capacity and adopting business diversification strategies enhance financial 

performance, while Sharia fintech promotes sustainability (Menne et al., 2022). Strategic HR 

planning integrated into business strategies has also been shown to boost productivity, 

employee satisfaction, organizational reputation, and cost efficiency (Al-Qudah et al., 2020). 

These studies collectively highlight the transformative impact of HR practices in achieving 

sustainable financial performance. 

While existing studies underscore the significant role of human resources (HR) in 

enhancing organizational and financial performance, several gaps persist in the current body 

of literature. A substantial portion of research examines specific HR practices or leadership 

styles, such as transformational leadership, without thoroughly investigating their integration 

within broader strategic frameworks. For instance, the mediating roles of organizational 

culture and innovation in the effectiveness of transformational leadership have been well-

documented (Para-González et al., 2018; Nguyen et al., 2023). However, these studies often 

overlook how such mediations translate into long-term financial performance, leaving a gap in 

understanding the sustained impact of leadership and HR practices on organizational success. 

Research on Green Human Resource Management (GHRM) (Setyaningrum & Muafi, 2023) 

and total reward systems Tarigan et al. (2022) provide valuable insights into their direct and 

indirect effects on business performance. However, these studies frequently lack comparative 

analyses across different industries or context-specific scenarios, which could provide a more 

nuanced understanding of their effectiveness in diverse environments. Similarly, research 

focused on small and medium enterprises (SMEs) (Menne et al., 2022) and specific industries 

(Mahssouni et al., 2022) tend to emphasize short-term outcomes rather than exploring the 

strategic alignment of HR practices with broader financial objectives. Another critical gap lies 

in the interplay between human capital and intellectual capital. While studies highlight their 

potential to improve organizational performance (Chen et al., 2020; Fatihudin et al., 2020), 

more exploration of how these forms of capital can create sustained competitive advantage 

must be explored. This study seeks to address these gaps by synthesizing existing empirical 

findings through a systematic literature review (SLR), aiming to provide actionable insights 

and strategies for leveraging HR as a key driver of financial success. 

The novelty of this research lies in its comprehensive examination of the relationship 

between strategic human resource (HR) practices and company financial performance, with a 

specific focus on strategies to optimize HR investments for sustainable financial success. 

Unlike prior studies that address these elements independently, this research employs a 

systematic literature review (SLR) methodology to synthesize existing findings and uncover 

unexplored dimensions in applying HR practices. This approach bridges the gap between 

theory and practice, providing actionable insights into how HR can be strategically leveraged 
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to drive long-term financial outcomes. The study centers around two key research questions: 

(1) How do strategic HR practices influence a company’s financial performance? (2) What 

strategies can organizations implement to optimize HR investments for sustainable financial 

success? These questions address the need to explore how HR practices impact financial 

outcomes and develop strategic frameworks aligning HR functions with broader 

organizational goals. Given the variability in outcomes reported in previous research across 

industries and organizational contexts, this study aims to provide clarity and direction for 

practitioners and researchers alike. This research seeks to identify and articulate practical 

strategies that enable organizations to maximize the role of HR as a driver of superior 

financial performance. The study aims to contribute to theoretical advancements by offering a 

more integrated understanding of HR’s impact on financial performance while providing 

practical solutions for organizations across diverse industries to achieve long-term economic 

success. 

  

Literature Review 

Theoretical Foundations: Agency Theory and Resource-Based View 

Understanding the nexus between human resource (HR) practices and financial 

performance is paramount in contemporary business environments. Two pivotal theoretical 

frameworks—Agency Theory and the Resource-Based View (RBV)—offer valuable insights 

into this relationship. Agency Theory addresses the alignment of interests between employees 

(agents) and employers (principals), aiming to mitigate conflicts hindering organizational 

efficiency (Eisenhardt, 1989). Conversely, RBV emphasizes the strategic importance of 

unique organizational resources, particularly human capital, as a source of sustained 

competitive advantage (Barney, 1991). Agency Theory posits that conflicts arise when agents 

prioritize personal goals over organizational objectives, potentially leading to inefficiencies 

and increased operational costs. Organizations implement performance-based incentives, 

structured appraisal systems, and transparent communication channels to address these issues 

and align employee behaviors with corporate goals (Walter, 2024). Such alignment enhances 

productivity and positively impacts financial performance by reducing agency costs and 

fostering a cohesive organizational culture. For instance, research indicates that well-designed 

incentive structures can significantly improve employee performance and organizational 

profitability. 

The Resource-Based View (RBV) offers a complementary perspective by focusing on a 

firm's internal resources as key drivers of competitive advantage. RBV asserts that resources 

must be valuable, rare, inimitable, and non-substitutable to provide a sustainable competitive 

edge (Zvarimwa & Zimuto, 2022). Human capital—encompassing employees' skills, 

knowledge, and abilities—fits this criterion, positioning HR practices as central to strategic 

management (Gates & Langevin, 2010). Investing in employee development, such as targeted 

training and leadership programs, enhances these unique capabilities, improving 

organizational performance and financial outcomes (Emon & Chowdhury, 2023). Studies 

have shown that firms with robust HR practices that develop and leverage human capital tend 

to achieve superior financial performance (Gautam & Gautam, 2022). Integrating Agency 

Theory and RBV provides a holistic approach to HR management. While Agency Theory 

focuses on aligning employee actions with organizational goals through appropriate 



ATESTASI: JURNAL ILMIAH AKUNTANSI  

Vol 7, Issue 2, (2024), 1380 - 1399 

1384 

 

incentives, RBV emphasizes developing and nurturing unique human capital to sustain 

competitive advantage. By combining these approaches, organizations can create HR 

strategies that motivate employees to perform in line with corporate objectives and invest in 

their development to enhance the firm's unique capabilities. This integration leads to 

optimized HR investments, fostering an environment where employees are motivated and 

equipped to contribute to long-term financial success. 

 

The Impact of Strategic HR Practices on Financial Performance 

In contemporary business environments, strategic human resource management (HRM) 

practices are pivotal in enhancing organizational productivity and financial performance. 

These practices encompass employee training, competency development, and reward systems, 

directly influencing a company's operational efficiency and profitability (Blanchard & 

Thacker, 2023). Strategic HRM involves aligning human resource policies with organizational 

objectives to foster a workforce capable of meeting dynamic business demands (Holbeche, 

2022). This alignment positions human capital as a critical asset in building competitive 

advantage and ensuring organizational sustainability. By integrating HR strategies with 

business goals, companies can effectively respond to market changes and drive long-term 

success. Investing in employee training enhances technical and soft skills, improving 

operational efficiency and innovation. For instance, a study by Otoo (2018) demonstrated that 

human resource development strategies significantly impact employee performance, 

enhancing organizational effectiveness. Piwowar-Sulej & Iqbal (2023) also found that green 

human resource development practices are strongly associated with proactive environmental 

strategy, contributing to organizational performance. These findings underscore the 

importance of continuous learning and development initiatives in achieving financial 

objectives and positioning companies to adapt to evolving market demands. 

Reward systems are another critical component of strategic HRM practices. Well-

designed reward systems, encompassing monetary and non-monetary incentives, are crucial 

for enhancing job satisfaction, employee loyalty, and productivity (Damilola Ayi, 2023). 

Opatrná & Prochazka (2023) highlighted that work-life balance policies positively influence 

organizational financial performance by reducing conflicts and enhancing job satisfaction. 

Furthermore, Garengo et al. (2022) emphasized integrating human resource management with 

performance measurement systems to improve organizational outcomes. Effective reward 

systems contribute to employee motivation and reduce turnover costs, fostering a stable and 

committed workforce. This stability is essential for companies aiming to sustain long-term 

financial growth. 

Green Human Resource Management (GHRM) practices are innovative approaches to 

integrating environmental sustainability into HR strategies (Aftab et al., 2023). These 

practices emphasize green training, performance appraisal, and employee engagement to 

promote ecological consciousness. del-Castillo-Feito et al. (2022) found that socially 

responsible HR practices positively affect organizational legitimacy, leading to better financial 

outcomes. Similarly, Roscoe et al. (2019) elaborated on how embedding ecological 

considerations into HR policies contributes to sustainable organizational performance. GHRM 

supports environmental goals and enhances company reputation and operational efficiency, 

resulting in long-term financial gains (Afum et al., 2021). Despite the recognized benefits of 
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strategic HRM practices, more research is still needed on tailoring these practices to various 

organizational contexts to achieve optimal economic outcomes. Factors such as organizational 

culture, industry type, and company size significantly influence the effectiveness of HR 

strategies (Chaudhry et al., 2016). Future studies should explore these contextual variables to 

provide more nuanced insights into the relationship between HRM and financial performance. 

Cross-sector analyses could also offer valuable perspectives on best practices and innovative 

HR approaches applicable across different industries.  

 

The Role of Employee Development in Financial Performance 

Employee development is a cornerstone of human resource management, encompassing 

training, competency enhancement, and continuous learning programs (Awoitau et al., 2024). 

These initiatives are designed to build individual and collective capacities within the 

workforce, ensuring operational efficiency and financial success. In today’s rapidly changing 

global market, companies must view employee development as a supportive function and a 

strategic imperative. Zopounidis & Lemonakis (2024) underscores its direct impact on 

organizational productivity, profitability, and long-term sustainability. Training programs 

serve as the foundation of employee development, acting as strategic investments that yield 

measurable financial benefits. Training enhances technical and non-technical skills, equipping 

employees to adapt to new technologies, meet dynamic market demands, and foster 

innovation. Technical training, for instance, enables employees to operate advanced systems 

efficiently, minimizing errors and boosting productivity (Sun & Jung, 2024). Non-technical 

training fosters collaboration, effective problem-solving within teams, and leadership and 

communication skills development (Hagen & Bouchard, 2016). Studies have shown that 

organizations prioritizing training programs consistently achieve higher employee 

engagement and productivity. Mahmood et al. (2023) highlight that companies with robust 

training initiatives report enhanced organizational performance, as employees equipped with 

new skills are better positioned to deliver superior results. Furthermore, training initiatives 

strengthen the adaptability of employees, enabling them to respond effectively to industry 

shifts and customer expectations. 

Leadership development is another critical dimension of employee development that 

significantly influences financial performance. Effective leadership drives strategic decision-

making, shapes organizational culture, and motivates teams to achieve business objectives 

(Wahyuni, 2024). Leaders with strong capabilities ensure optimal resource allocation, control 

costs, and spearhead initiatives that boost profitability. The 2023 Global Leadership 

Development Study by Harvard Business Publishing Corporate Learning emphasizes that 

leadership development directly supports employee engagement and customer satisfaction, 

contributing to organizational financial health. Moreover, organizations that invest in 

leadership programs often demonstrate greater resilience and adaptability, particularly in 

navigating complex and uncertain business environments (Chali & Lakatos, 2024). Such 

investments foster a culture of accountability and innovation, laying the foundation for long-

term financial success. Employee development initiatives also play a pivotal role in enhancing 

retention and loyalty. Providing employees with career growth and skill advancement 

opportunities increases job satisfaction, reducing turnover rates (Swe, 2019). High turnover is 

a costly challenge for organizations, involving expenses related to recruitment, onboarding, 
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and training new hires. Retaining skilled employees through development programs mitigates 

these costs, improving financial outcomes (Trirahayu, 2023). a satisfied and loyal workforce 

is more productive and aligned with the organization’s goals. Research by Opatrná & 

Prochazka (2023) indicates that companies offering development opportunities experience 

better retention rates, with employees demonstrating outstanding commitment and 

productivity. These findings underscore the strategic importance of fostering a development-

focused organizational culture. 

Employee engagement, closely tied to development initiatives, also has profound 

implications for financial performance. Engaged employees exhibit higher productivity levels, 

superior customer service, and more significant innovation, contributing to profitability. 

Sulaiman et al. (2023) found that companies with high engagement levels are 21% more 

profitable than their counterparts with lower engagement. Development opportunities, 

including skill-building programs and mentorship, create an environment where employees 

feel valued and supported, further enhancing their engagement (Nuraini, 2024). Additionally, 

programs promoting work-life balance as part of development strategies contribute to 

employee satisfaction and organizational financial stability (Aruldoss et al., 2022). Despite the 

advantages, gaps remain in optimizing employee development programs across diverse 

industries and organizational contexts. Research is needed to explore the mechanisms through 

which development initiatives influence financial outcomes and the contextual factors 

affecting their efficacy.  

 

Strategies for Optimizing HR Investments 

Optimizing human resource (HR) investments has become a pivotal strategy for 

organizations aiming to enhance productivity, reduce costs, and achieve financial stability. 

Effective HR strategies are not standalone functions but integral to a company's overall 

business objectives. Organizations can create a resilient workforce that drives sustainable 

financial success by aligning HR planning with corporate goals, implementing tailored reward 

systems, fostering innovation through Green Human Resource Management (GHRM), and 

leveraging technology and data analytics. Strategic HR planning ensures employee 

development initiatives align with the company's objectives (Holbeche, 2022). This alignment 

allows businesses to effectively allocate resources, address competency gaps, and adapt to 

changing market conditions. Salah et al. (2023) highlight that companies with well-integrated 

HR strategies experience improved productivity, enhanced employee satisfaction, and reduced 

operational costs, all of which contribute to superior financial performance. Businesses can 

establish a symbiotic relationship between workforce development and organizational growth 

by strategically aligning HR initiatives with corporate goals (Mothafar et al., 2022). 

Investing in tailored reward systems is another critical strategy to optimize HR 

investments. Reward systems designed to address employees' unique needs—encompassing 

monetary and non-monetary incentives—serve as powerful motivators (Batanova, 2024). 

These systems boost employee morale and significantly reduce turnover rates, which can 

financially burden companies (Scott et al., 2021). Bolatito & Mohamoud (2024) reveal that 

comprehensive reward systems are associated with higher employee retention, greater job 

satisfaction, and increased productivity, ultimately leading to better financial outcomes. For 

instance, organizations that implement performance-based rewards often observe improved 
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employee engagement and overall organizational stability. Innovation within HR practices, 

mainly through GHRM, offers a sustainable pathway to enhancing financial performance. 

GHRM encompasses a variety of environmentally friendly HR practices, such as green 

training programs and eco-conscious performance appraisals (Joshi & Bhrambhatt, 2024). 

These initiatives contribute to sustainability goals and enhance a company’s reputation and 

operational efficiency. Empirical evidence suggests that organizations that adopt GHRM 

strategies benefit from reduced operational costs, compliance with environmental regulations, 

and increased profitability (Pham et al., 2020). Additionally, GHRM practices foster an 

environmentally conscious workforce, which aligns with the growing demand for corporate 

responsibility and sustainability in global markets. 

Integrating technology and data analytics into HR processes has emerged as a 

transformative strategy for optimizing HR investments. Advanced tools such as real-time 

performance tracking systems and talent management software enable organizations to 

monitor employee performance effectively, identify training needs, and allocate resources 

efficiently (Touriano et al., 2023). Data-driven insights provide a comprehensive 

understanding of workforce dynamics, facilitating better decision-making and improving HR 

efficiency (Tuli et al., 2018). Studies highlight that leveraging technology in HR functions 

leads to cost savings, enhanced productivity, and a measurable impact on financial outcomes. 

Technology allows organizations to quickly adapt to evolving workforce needs, ensuring 

long-term competitiveness in dynamic business environments (Ryketeng et al., 2023). 

Optimizing HR investments through these strategies has profound implications for 

organizational sustainability and success. Aligning HR planning with corporate objectives 

ensures workforce development supports broader business goals while tailored reward 

systems enhance employee engagement and retention (Suwarno et al., 2023). Innovative 

practices like GHRM promote sustainability and operational efficiency, and technology and 

data analytics enable informed decision-making and resource optimization. Together, these 

approaches underscore the importance of strategic HR management in achieving financial 

stability and growth. 

 

Research Design and Method  

Study Design 

This research utilizes a qualitative methodology through a systematic literature review 

(SLR) to investigate strategies for optimizing human resource (HR) investments and their 

impact on financial performance. The study design aims to systematically identify, analyze, 

and synthesize relevant literature, offering a comprehensive understanding of the topic. The 

approach ensures a rigorous and replicable review process to address the research objectives 

effectively. 

 

Sample Population or Subject of Research 

The subjects of this study are peer-reviewed journal articles, academic publications, and 

credible conference papers that discuss HR investment strategies and their financial 

implications. The study focuses on literature published between 2014 and 2024 to maintain 

contemporary relevance. Databases such as Scopus, Web of Science, and Google Scholar are 

utilized to source articles. Inclusion criteria prioritize studies addressing HR strategies such as 
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reward systems, Green Human Resource Management (GHRM), HR planning, and the use of 

technology in HR practices. Articles unrelated to the topic, written in languages other than 

English, or published before 2018 are excluded from the review. 

 

Data Collection Techniques and Instrument Development 

Data collection is conducted using a keyword-based search strategy, incorporating terms 

like "HR optimization," "human resource investment," "financial performance," "reward 

systems," and "Green HRM." Boolean operators and advanced search filters are applied to 

refine results. Selected articles undergo a rigorous screening, including title and abstract 

reviews, followed by a full-text analysis to ensure alignment with the research focus. A 

structured coding framework is developed to extract thematic insights, methodologies, and 

key findings. 

 

Data Analysis Techniques 

The data analysis employs thematic synthesis to identify recurring patterns and themes 

across the selected literature. Thematic coding organizes data into HR strategies, financial 

outcomes, and organizational performance categories. The findings are synthesized into a 

narrative format, providing a cohesive understanding of how HR investments influence 

financial performance. This structured analysis ensures comprehensive and transparent results 

and contributes valuable insights to HR management. 

 

Results and Discussion 

Result 

The findings of this study establish that strategic human resource (HR) practices when 

implemented effectively, serve as vital drivers of financial performance within organizations. 

Practices such as employee training, competency development, reward systems, and talent 

management directly impact an organization’s ability to enhance productivity, achieve 

operational efficiency, and reduce costs. Training programs are particularly noteworthy as 

they equip employees with the technical and soft skills required to meet the evolving demands 

of the workplace (Otoo, 2018). By fostering a workforce capable of delivering high-quality 

outcomes, these programs contribute significantly to overall organizational performance 

(Piwowar-Sulej & Iqbal, 2023). Competency development initiatives amplify this effect by 

enabling employees to adapt to market changes, embrace technological advancements, and 

innovate solutions that align with corporate objectives (Holbeche, 2022). Reward systems, 

another cornerstone of strategic HR, are critical in retaining top talent. Offering monetary and 

non-monetary incentives bolsters employee morale and commitment, reducing turnover—a 

costly issue for most companies (Tarigan et al., 2022). These strategic HR practices correlate 

strongly with financial performance indicators such as revenue growth, profitability, and 

operational cost savings. For instance, companies that align their HR practices with business 

goals often report enhanced return on investment (ROI) and a stronger competitive position in 

the market (Jo et al., 2024). This underscores the importance of integrating HR initiatives with 

broader organizational strategies, creating a mutually reinforcing relationship that drives 

financial success (Al-Qudah et al., 2020). By systematically deploying these practices, 

organizations can realize measurable improvements in workforce engagement and economic 
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outcomes. 

Optimizing HR investments has become critical for organizations seeking long-term 

sustainability and growth. This study identifies that aligning HR planning with corporate 

objectives is a foundational strategy for achieving this goal (Salah et al., 2023). When 

integrated with organizational goals, HR planning creates a cohesive framework where 

employee development directly supports strategic targets. For example, companies employing 

such integrated approaches are better equipped to identify skill gaps, allocate resources 

efficiently, and prepare their workforce to adapt to evolving industry requirements (Mothafar 

et al., 2022). The research also highlights the role of customized reward systems in 

maximizing the impact of HR investments. These systems, which include tailored monetary 

rewards, non-monetary benefits, and opportunities for professional development, significantly 

enhance employee engagement and loyalty (Batanova, 2024). For instance, organizations that 

adopt performance-based rewards often experience lower turnover rates and higher workforce 

stability, contributing to cost reductions and productivity gains (Scott et al., 2021). Such 

systems align employee efforts with organizational objectives, creating a shared commitment 

to achieving financial targets (Garengo et al., 2022). The findings also emphasize the 

importance of continuous feedback mechanisms to refine HR strategies. By regularly 

assessing the outcomes of HR initiatives, organizations can adjust their approaches to better 

align with financial goals. This iterative process ensures that HR investments remain effective 

and responsive to changing business landscapes. Ultimately, optimizing HR investments is 

not a one-size-fits-all endeavor; it requires tailored strategies that consider the unique needs of 

the workforce and the organization to deliver sustained financial results. 

Green Human Resource Management (GHRM) emerges as a transformative innovation 

in HR practices, bridging the gap between sustainability and financial performance. This 

research underscores that GHRM offers significant benefits to organizations through its 

environmentally friendly policies and training programs. GHRM initiatives, such as green 

training programs and eco-friendly workplace policies, encourage employees to adopt 

sustainable practices that align with broader corporate goals (Setyaningrum & Muafi, 2023). 

These practices contribute to environmental preservation and enhance the company’s 

reputation as a socially responsible entity, attracting environmentally conscious stakeholders 

(del-Castillo-Feito et al., 2022). Empirical evidence demonstrates that organizations adopting 

GHRM experience substantial cost savings through improved energy efficiency, waste 

reduction, and compliance with environmental regulations (Roscoe et al., 2019). For instance, 

companies implementing green workplace initiatives report lower operational costs due to 

reduced resource consumption and more streamlined processes (Afum et al., 2021). GHRM 

fosters a culture of innovation and sustainability within the workforce, empowering 

employees to contribute to long-term business goals while minimizing environmental impact 

(Chaudhry et al., 2016). This cultural shift strengthens employee engagement and aligns 

individual efforts with organizational objectives. The study also highlights the competitive 

advantage gained through GHRM, as it positions companies as leaders in sustainability, 

enhancing their market appeal and customer loyalty (Aftab et al., 2023). These benefits 

ultimately translate into financial gains, underscoring GHRM’s dual role in supporting 

economic and ecological objectives. By embedding sustainability into HR practices, 

organizations can balance profitability and environmental responsibility, ensuring resilience 
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and relevance in an increasingly eco-conscious market. 

Integrating technology and data analytics into HR management represents a pivotal shift 

in how organizations optimize workforce performance and achieve financial objectives. This 

research finds that advanced HR technologies, such as real-time performance tracking 

systems and data-driven talent management platforms, empower organizations to monitor 

employee performance precisely (Touriano et al., 2023). These tools enable HR professionals 

to identify areas for improvement, allocate resources strategically, and design targeted training 

programs to address specific skill gaps (Tuli et al., 2018). By leveraging technology, 

companies can streamline administrative tasks, reduce errors, and increase efficiency. For 

example, data analytics facilitates predictive modeling, allowing organizations to forecast 

workforce trends and proactively address potential challenges (Ryketeng et al., 2023). This 

capability ensures that HR investments are aligned with long-term business strategies, 

minimizing waste and maximizing impact. Technology enhances transparency and 

accountability within the workplace, fostering a culture of trust and collaboration. Employees 

benefit from clear performance metrics and constructive feedback, which improve 

engagement and productivity. The findings also reveal that technology-driven HR practices 

enable companies to measure the direct impact of HR initiatives on financial outcomes, 

providing actionable insights for decision-making. For instance, analytics can demonstrate 

how training programs contribute to ROI or reward systems influence employee retention and 

cost savings (Awoitau et al., 2024). By integrating technology and data analytics into HR 

processes, organizations can transform workforce management into a strategic function that 

drives measurable financial success while enhancing the employee experience. 

The variability in the effectiveness of HR practices across different industries and 

organizational contexts is a crucial finding of this research. Factors such as company size, 

industry type, and organizational culture significantly influence the outcomes of HR strategies 

(Zopounidis & Lemonakis, 2024). For instance, large enterprises with abundant resources are 

often better positioned to implement complex HR initiatives, such as comprehensive training 

programs or advanced talent management systems. In contrast, small and medium-sized 

enterprises (SMEs) may face resource constraints that necessitate more tailored and cost-

effective HR strategies (Blanchard & Thacker, 2023). Similarly, the type of industry plays a 

critical role in determining the relevance and impact of specific HR practices. For example, 

sectors driven by rapid technological change, such as IT or healthcare, benefit immensely 

from targeted training programs that enhance adaptability and innovation (Sun & Jung, 2024). 

Meanwhile, industries with stable operational environments may prioritize reward systems 

and retention strategies to maintain workforce stability (Chali & Lakatos, 2024). 

Organizational culture also emerges as a determining factor in the success of HR initiatives. 

Companies with cultures prioritizing innovation and sustainability are more likely to 

implement Green Human Resource Management (GHRM) practices effectively (Joshi & 

Bhrambhatt, 2024). This cultural alignment fosters employee buy-in and ensures the seamless 

integration of HR strategies with broader organizational objectives. The findings emphasize 

that more than one-size-fits-all HR solutions are needed; organizations must adapt their 

approach to their unique contexts to maximize effectiveness (Swe, 2019). Tailoring HR 

practices to an organization's needs and challenges ensures their relevance and impact, 

ultimately driving superior financial performance and sustainable growth. 
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Discussion 

The findings of this study demonstrate a strong relationship between strategic human 

resource (HR) practices and a company’s financial performance. Training, competency 

development, reward systems, and talent management significantly improve employee 

productivity, operational efficiency, and cost reduction. Comprehensive training programs 

enable employees to acquire technical and non-technical skills that align with job 

requirements. These skills enhance individual performance and improve process efficiency 

across the organization. This efficiency translates directly into reduced operational costs by 

optimizing time and resources. Structured training contributes to the improved quality of 

products and services, thereby strengthening the company’s competitive position in the 

market. Competency development is critical in preparing the workforce to adapt to dynamic 

market challenges and adopt new technologies. Employees’ ability to innovate and respond to 

changes provides a strategic advantage, helping organizations sustain and thrive in 

competitive environments. These findings underscore the importance of a holistic approach to 

HR development to create tangible value for companies. 

Well-designed reward systems enhance employee loyalty and motivation, ultimately 

impacting a company’s financial performance. This study shows that monetary incentives 

such as bonuses and salary increments, combined with non-monetary rewards like recognition 

and career development opportunities, are highly effective in creating a productive and 

harmonious work environment. Implementing performance-based reward systems motivates 

employees to achieve optimal results while ensuring their contributions align with 

organizational goals. High employee loyalty, driven by effective rewards, also reduces 

turnover rates, often posing a significant financial burden due to recruitment and retraining 

costs. Furthermore, these reward systems contribute to workforce stability, allowing 

companies to retain their top talent. Findings reveal that strategic talent management helps 

organizations identify, develop, and maintain human resources that meet organizational needs. 

The relationship between targeted HR investments and financial indicators such as return on 

investment (ROI) and reduced operational costs suggests that companies investing in effective 

reward systems gain a substantial competitive advantage. 

The study highlights the crucial role of Green Human Resource Management (GHRM) 

in promoting corporate sustainability and financial performance. GHRM encompasses 

environmentally friendly policies and green training programs to encourage employees to 

adopt sustainable work practices. These practices help organizations meet social and 

environmental responsibilities and create significant operational efficiencies. For instance, 

companies that implement eco-friendly initiatives such as waste reduction and energy 

efficiency often report substantial decreases in operational costs. Moreover, GHRM directly 

enhances corporate reputation, which is increasingly important in attracting customers, 

business partners, and investors who value sustainability. This positive reputation gives 

companies a sustainable competitive edge in global markets. Green training provided to 

employees further strengthens workforce engagement in achieving organizational 

sustainability goals, fostering a culture that supports innovation and collaboration. Therefore, 

the findings affirm that GHRM functions not only as a sustainability tool but also as a key 

driver of operational efficiency and long-term financial profitability. 

Utilizing technology and data analytics has become a critical component in enhancing 
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the efficiency and effectiveness of HR management. The study finds that modern technologies 

such as real-time performance tracking systems and talent management software enable 

organizations to closely monitor employee performance, identify training needs, and optimize 

resource management. These systems provide data-driven insights that help organizations 

make more precise and strategic decisions. By leveraging data analytics, companies can 

predict future workforce needs, mitigate skill shortages, and allocate resources more 

effectively. These technologies also provide advantages in measuring the direct impact of HR 

investments on financial performance, such as increased productivity and reduced operational 

costs. Real-time performance tracking systems deliver immediate employee feedback, 

fostering greater engagement in their work processes. Technology also enables the automation 

of administrative tasks, reducing manual workloads and allowing organizations to focus more 

on strategic workforce development. The findings demonstrate that the optimal use of 

technology in HR practices drives efficiency and supports broader financial objectives, 

making it a critical element in modern HR management strategies. 

From a theoretical perspective, the findings of this study align closely with the 

Resource-Based View (RBV), which emphasizes the significance of human capital as a 

strategic, inimitable asset. RBV suggests that human resource (HR) development investments 

can create a sustainable competitive advantage for organizations by enhancing their ability to 

innovate, adapt, and excel in dynamic markets (Barney, 1991). This research reinforces this 

view, demonstrating that strategic HR practices, such as competency development and talent 

management, enable organizations to harness the unique capabilities of their workforce to 

achieve superior financial performance (Gautam & Gautam, 2022). Companies can sustain 

their market positioning and drive long-term profitability by fostering an environment that 

prioritizes skill development and employee growth (Emon & Chowdhury, 2023).  

The findings also resonate with Agency Theory, which highlights the necessity of 

aligning the interests of employees (agents) with those of the organization (principals). 

Agency Theory posits that misaligned objectives between these parties can lead to 

inefficiencies and suboptimal performance (Eisenhardt, 1989). This study demonstrates that 

strategic HR practices, particularly performance-based reward systems, are critical in 

mitigating agency problems (Walter, 2024). By linking employee incentives directly to 

organizational goals, companies can align individual and collective objectives, improving 

operational efficiency and productivity (Zvarimwa & Zimuto, 2022). For example, well-

designed incentive structures enhance employee engagement and positively impact 

profitability by reducing operational inefficiencies (Gates & Langevin, 2010). These insights 

underscore the importance of integrating both RBV and Agency Theory in HR strategies. 

While RBV provides a framework for leveraging unique human capital as a driver of 

competitive advantage, Agency Theory ensures alignment between employee behaviors and 

organizational objectives. Together, they offer a holistic understanding of how HR 

investments translate into measurable financial and operational benefits for organizations, 

fostering long-term success in competitive markets. 

The findings of this study align closely with previous research that underscores the 

critical role of strategic human resource (HR) practices in enhancing organizational and 

financial performance. Studies by Renwick et al. (2018) and Al-Qudah et al. (2020) highlight 

how practices like Green Human Resource Management (GHRM) and strategic HR planning 
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significantly contribute to organizational sustainability and operational efficiency. This 

research reinforces those findings by demonstrating that GHRM supports environmental goals 

and bolsters financial outcomes by improving reputation and reducing operational costs. 

Additionally, as emphasized by Pham et al. (2019), training programs and green policies 

foster employee loyalty and enhance corporate reputation, outcomes that this study also 

identifies as vital for financial stability. Similarly, transformational leadership and 

organizational culture, as discussed by Akdere and Egan (2020) and Nguyen et al. (2023), 

were found to mediate the effectiveness of HR strategies, aligning closely with this study’s 

findings on the integration of leadership with HR practices to achieve strategic goals. 

This study adds new insights into the role of technology in HR practices, a dimension 

less explored in prior research. While existing studies, such as those by Setyaningrum and 

Muafi (2023) and Jo et al. (2024), emphasize the importance of HR functions in enhancing 

business outcomes through innovation and talent management, the current study expands this 

understanding by highlighting the impact of real-time performance tracking and data analytics. 

These tools enable organizations to optimize resource allocation and improve decision-

making processes, bridging gaps in operational efficiency and aligning HR investments with 

financial outcomes. Overall, this research supports and extends the existing body of literature 

by emphasizing the interplay between strategic HR practices, sustainability, and technological 

innovation in achieving superior financial performance. 

From a practical perspective, the findings of this study offer valuable guidance for 

organizations in managing human resources (HR) to achieve optimal financial performance. 

Companies can integrate HR planning with business strategies to ensure employee 

development aligns with organizational goals. Implementing performance-based reward 

systems enhances employee loyalty and reduces turnover rates, contributing to more excellent 

financial stability. Furthermore, organizations adopting Green Human Resource Management 

(GHRM) can strengthen their market reputation while improving operational efficiency 

through better resource management practices. GHRM initiatives enhance sustainability and 

create a positive image for companies, attracting environmentally conscious stakeholders and 

fostering long-term growth. The use of technology, such as real-time performance tracking 

systems and data analytics, emerges as another key recommendation. These tools enable 

organizations to make precise and strategic decisions by providing insights into workforce 

performance and identifying areas for improvement. By leveraging technology, companies 

can optimize resource allocation, improve productivity, and ensure that HR investments 

deliver maximum impact. The findings underscore the importance of a strategic approach to 

HR management, where innovation and alignment with broader business objectives are 

prioritized. 

 

Conclusions 
 

This study explored the relationship between strategic human resource (HR) practices 

and a company's financial performance, addressing two key research questions: How strategic 

HR practices influence economic outcomes and what strategies can optimize HR investments 

for sustainable economic success. The research findings highlight the integral role of practices 

such as training, competency development, reward systems, and the incorporation of 



ATESTASI: JURNAL ILMIAH AKUNTANSI  

Vol 7, Issue 2, (2024), 1380 - 1399 

1394 

 

technology in driving organizational productivity and cost efficiency. Additionally, the study 

emphasized the significance of aligning HR planning with broader business strategies to 

achieve enhanced operational performance and financial stability. Green Human Resource 

Management (GHRM) further illustrated how sustainability initiatives could complement 

financial goals while improving market reputation. 

The value of this study lies in its contribution to academic knowledge and practical 

application. It underscores the originality of integrating diverse HR practices with 

technological and sustainable approaches to create a cohesive framework for improving 

financial performance. This research provides actionable insights for managers and 

policymakers, advocating for aligning HR initiatives with organizational objectives, 

implementing tailored reward systems, and adopting data-driven technologies to enhance 

decision-making. These strategies not only offer competitive advantages but also support the 

long-term financial and operational sustainability of organizations. Moreover, this study 

bridges theoretical and practical perspectives, advancing the understanding of HR's role as a 

strategic asset. 

Despite its contributions, this study has limitations, primarily its reliance on a 

systematic literature review methodology, which may need more primary data insights and 

contextual specificity. Future research could address these gaps by conducting empirical 

studies across diverse industries and regions to validate and expand on the findings. Further 

exploration into the evolving role of technology in HR practices and its long-term 

implications for organizational success is also recommended. These directions provide 

valuable opportunities for researchers to deepen their understanding of how HR practices can 

be optimized to meet the dynamic challenges of modern businesses. 
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