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ARTICLE INFO ABSTRACT

Conflict within an organisation is inevitable and, if not managed strategically, can
hinder the smooth running of work processes and weaken long-term financial
stability. In modern organisations' demands for operational efficiency and financial
resilience, appropriate conflict resolution strategies are essential to human resource
management (HRM) practices. This study aims to identify the theoretical
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destructive conflicts. This efficiency strengthens the organisational cost structure
and supports long-term financial stability. These findings provide a theoretical
foundation for developing more adaptive and integrative managerial models in
response to contemporary organisational dynamics.
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INTRODUCTION

Conflict in organisations is a natural phenomenon, especially in human resource management
(HRM), arising from individual differences in interests, values, goals, and communication styles (Jehn,
1995; Serenko, 2024). Conflict can reduce productivity, job satisfaction, and employee morale and cause
organisational dysfunction (Serenko, 2024). In the long term, unresolved conflict can disrupt business
processes and undermine the achievement of strategic goals (Serenko, 2024). Amidst the pressures of
globalisation, technological disruption, and demands for operational efficiency, adaptive and effective
conflict resolution strategies are urgently needed (Psico-Smart, 2024). The focus on human resource
management is based on its strategic role in shaping overall organisational performance—not only as an
operational aspect but also in creating organisational culture and work systems (McKinsey, 2021; Thomas,
2025). Human resource management faces multidimensional challenges involving psychological,
emotional, and interpersonal aspects. Therefore, this study highlights the implementation of conflict
resolution based on HRM that can have a tangible impact on organisational efficiency and financial
stability—dimensions rarely discussed in an integrated manner (John-Eke & Akintokunbo, 2020).

Within the framework of this study, there are three main variables: conflict resolution strategies,
organisational efficiency, and financial stability. Effective conflict resolution strategies are believed to
create team harmony and collaboration, reduce operational disruptions, and increase team productivity
(Psico-Smart, 2024; John-Eke & Akintokunbo, 2020). Optimising efficiency has the potential to reduce
operational costs, decrease turnover rates, and ultimately strengthen the company's financial stability,
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providing a basis for evidence-based policies in HR management. Previous studies, such as those by John
(1995) and De Dreu & Weingart (2003), show that task conflict managed appropriately can positively
impact group performance.

Meanwhile, research by Ayoko, Konrad, & Boyle (2012, 2020) emphasises the importance of a
collaborative approach to conflict resolution in improving performance in virtual and multicultural teams
(Ayoko, Konrad, & Boyle, 2012; Ayoko et al., 2020). However, most of these studies still focus on the
effects of conflict on individual or group aspects alone, without direct links to operational efficiency and
financial stability. This gap is particularly evident in organisations with high pressure on efficiency, such
as the manufacturing sector and human resource-intensive services (Ayoko et al., 2020; John-Eke &
Akintokunbo, 2020). This article is a literature synthesis that combines three crucial domains: conflict
management, organisational efficiency, and financial stability. The novelty of this research lies in
integrating findings from various disciplines and periods to construct a new, applicable conceptual
framework. The objectives of this study are (1) to map the relationship patterns between variables, (2) to
develop a comprehensive conceptual framework, and (3) to formulate strategic recommendations for HR
conflict management to improve organisational efficiency and financial resilience. Thus, the results of this
study can contribute theoretically to the development of modern management and provide practical
benefits in the formulation of policies and the design of more adaptive work systems to deal with the
dynamics of conflict.

TINJAUAN PUSTAKA

Conflict Resolution Strategies in Human Resource Management

Conflict resolution strategies are an integral part of organisational behaviour management theory.
One of the most widely used approaches is integrative bargaining, which originates from collaborative
negotiation theory. This approach emphasises the search for mutually beneficial solutions through
openness, information exchange, and achieving shared interests rather than opposing positions (Lewicki,
Barry, & Saunders, 2021). According to interpersonal communication theory, the success of conflict
resolution also depends on the parties' ability to build empathy and understand the opposing party's
perspective (Ury, 2020). This theory suggests that conflict management is not merely about avoiding
differences but managing them to create innovation and efficiency (Rahim, 2002). In an organisational
context, the Conflict Management Styles Theory (Rahim & Bonoma, 1979) identifies five styles of
conflict resolution: integrating, obliging, dominating, avoiding, and compromising. The integrative style
is the ideal approach for creating long-term resolutions.

Organisational Efficiency

Organisational efficiency refers to an organisation's ability to convert inputs into outputs optimally
without wasting resources. Taylor's Scientific Management theory initially defined efficiency
mechanistically, but modern approaches lean more towards open-system theory, which assesses efficiency
based on the interconnectedness of organisational processes (Katz & Kahn, 1978). Richard et al.'s (2009)
organisational effectiveness theory expands efficiency to multidimensional, encompassing productivity,
quality, innovation, and employee satisfaction. Within the framework of organisational behaviour, the Job
Demands—Resources (JD-R) Model explains that efficiency increases when organisations balance job
demands with job resources, such as managerial support and role clarity (Bakker & Demerouti, 2007).
Employee engagement has become one of the primary efficiency indicators in contemporary approaches.

Organisational Financial Stability

Organisational financial stability is when a company can maintain operational continuity and
consistently meet its financial obligations. In financial management theory, this stability is closely related
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to working capital theory, liquidity, and operational risk management (Brigham & Ehrhardt, 2017).
Workplace conflicts affect this stability through the cost of conflict, which refers to the indirect costs
arising from reduced productivity, turnover, and litigation (Dana, 2001). Human Capital Theory also
highlights that internal conflicts lead to a decline in human resource value due to work-related stress and
team dysfunction (Becker, 1994). Thus, good conflict management can be seen as a preventive strategy
for maintaining cost efficiency and ensuring healthy cash flow.

RESEARCH METHOD

This systematic literature review examines the relationship between conflict resolution strategies
in human resource management (HRM), organizational efficiency, and financial stability. This study
employs a descriptive qualitative approach to summarise, integrate, and critique relevant literature to build
a conceptual foundation for the relationship between the research variables (Snyder, 2019). This approach
is appropriate for exploring complex and multidimensional managerial phenomena (Grant & Booth,
2009). The research began by identifying keywords based on the main variables: ‘conflict resolution in
HRM,’ ¢ organizational efficiency,” and ‘financial stability in organizations.” These keywords were used
in several academic databases such as Scopus, ScienceDirect, SpringerLink, SAGE Journals, Google
Scholar, and MDPI. The next step was to select articles based on the following inclusion criteria: (1)
published between 2019 and 2024; (2) written in English or Indonesian; (3) classified as peer-reviewed
scientific articles; (4) include an active DOI; and (5) directly address one of the three main variables.

Articles in the form of opinions, editorials, or without theoretical/empirical foundations were
excluded from this study (Kitchenham & Charters, 2007). The study population in this research included
all scientific articles discussing theories and empirical findings related to conflict resolution in human
resource management (HRM), organizational efficiency, and organizational financial stability. The
articles analyzed were selected purposively based on their substantial relevance to the three main variables
and their alignment with the conceptual framework developed. Purposive sampling techniques were used
to ensure that the literature reviewed provided adequate theoretical and methodological contributions, as
Palinkas et al. (2015) suggested.

The selection process was based on strict inclusion criteria, including publication year (2019—
2024), peer review, active DOI, and explicit discussion of the relationship between the main variables.
Data collection was conducted through a documentation study of the selected articles. Each article was
reviewed to identify theoretical definitions, conceptual approaches, and models of the relationship
between variables (Yakin at al., 2023). This process was conducted through thematic analysis using
manual coding. Important quotations were classified into three main categories: conflict resolution
strategies, organizational efficiency, and financial stability. This process followed the principles of
thematic synthesis in qualitative literature review (Thomas & Harden, 2008).

The data analysis technique used is qualitative content analysis with a narrative approach. This
technique allows researchers to construct patterns of relationships between variables based on literature
findings while also revealing conceptual gaps that can serve as a basis for further theoretical development
(Mayring, 2014; Elo & Kyngis, 2008). The validity of the findings was ensured through source
triangulation by comparing the results of various articles and journals, as well as a peer debriefing process
with two supervisors in management and human resources (Creswell & Poth, 2018).

RESULTS AND DISCUSSION

Scientific Findings
Collaborative Conflict Resolution Strategies Improve Organizational Efficiency

The main findings of this literature review indicate that collaborative conflict resolution strategies,
particularly the integrative bargaining approach, contribute significantly to improving organizational
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efficiency. This can be theoretically explained through the Thomas—Kilmann Conflict Mode Instrument
approach, which states that the integrative style (collaborating style) encourages achieving long-term
solutions mutually acceptable to all parties involved (Kilmann & Thomas, 1977). This phenomenon occurs
because collaborative approaches resolve conflicts superficially and address the root causes by
emphasizing open communication, mutual respect for perspectives, and the creation of fair solutions. As
a result, organizations adopting this approach experience improved team effectiveness, faster decision-
making, and reduced recurring conflicts. This aligns with the findings of Fisher and Ury (1981), who noted
that interest-based negotiation enhances organizational citizenship behaviour. Similar research by Rahim
(2002) and Ayoko et al. (2020) reinforces this conclusion by stating that organizations that emphasize
integrative conflict resolution tend to experience improved quality of work relationships and reduced
internal conflict costs. Efficiency in this context is seen in increased work output and communication
efficiency, time utilization, and the sustainability of work dynamics.

Organizational Efficiency as a Prerequisite for Financial Stability

Further findings indicate that organizational efficiency is a primary predictor of financial stability.
This relationship is causal, where increased efficiency—in the form of minimal conflict time, high
collaboration, and low employee turnover—results in cost savings and increased productivity.
Scientifically, this aligns with the theory of organizational effectiveness (Richard et al., 2009), which
states that financial performance is not solely determined by market indicators but also by internal
organizational processes. Chali and Lakatos (2024) found that cooperative organizations that integrate
conflict management systems into their HRM policies demonstrate higher return on investment and cash
flow stability than similar organizations without such policies. Why does this happen? Unresolved
conflicts increase the cost of conflict, which is indirect in the form of absenteeism, turnover, and
productivity losses that are not explicitly recorded in financial reports. The Workplace Peace Institute
(2023) estimates that these losses amount to USD 3,216 per employee per year in the US. This means that
efficient organizations can reduce structural waste while strengthening their financial foundations.

Gaps and Implications of the Three-Variable Integrative Model

A literature synthesis also reveals that research discussing the direct integration of conflict
resolution, organizational efficiency, and financial stability remains limited. Previous studies have
generally focused on only two variables at a time: conflict resolution and efficiency (Rahim, 2002) or
efficiency and financial performance (Harter et al., 2002). However, few studies have considered conflict
resolution as the initial variable in improving financial performance through organizational efficiency
mediation.

This phenomenon shows that conflict resolution should not be considered a reactive strategy but
a strategic managerial initiative. By placing conflict resolution as an entry point in HRM policies,
organizations can build a strategic path towards efficiency and achieve financial stability. In this
framework, HR strategies function as administrative complements and key drivers of business
sustainability.

Discussion

The Relationship between Conflict Resolution Strategies and Organisational Efficiency

The study's results indicate that collaborative conflict resolution strategies, particularly the
integrative bargaining approach, have a positive effect on organizational efficiency. Fisher and Ury
(1981) support this finding, explaining that interest-based negotiation creates space for collaboration and
open communication, which ultimately strengthens team synergy and reduces workplace tension. This
approach allows organizations to resolve conflicts without causing adverse effects on productivity.
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Research by Rahim (2002) supports this, stating that a collaborative conflict management style correlates
with increased task performance and job satisfaction. Similar results were also found by Ayoko et al.
(2020), who concluded that organizations that encourage collaboration in conflict resolution experience
increased team effectiveness and speed in decision-making.

However, not all studies have found similar results. Research by Jehn (1995) states that in specific
contexts, collaboratively managed conflicts slow down the work process because they require more time
to reach consensus. This finding occurred in teams with members with sharp differences in values or
interests, making the collaboration process inefficient. However, this context differs from the focus of this
study, which emphasizes conflict resolution in organizational environments that already have a dialogue-
based work culture. This study differs from previous studies in its attempt to integrate the literature into a
more systematic causal pathway rather than simply looking at the direct effects of conflict on performance.
It also expands its influence on mediating variables and financial implications.

The Relationship between Organisational Efficiency and Financial Stability

This discussion confirms that organizational efficiency is important for maintaining long-term
financial stability. Efficient organizations minimize time wastage, reduce conflict-related costs, and
maintain employee retention, all strengthening financial performance. Chali and Lakatos (2024) conclude
that efficiency in human resource management, including conflict management, is one of the main
determinants of financial stability in cooperative organizations and the service sector. Harter et al. (2002)
also prove that high employee engagement as an efficiency indicator positively correlates with profit
margins, productivity, and retention.

However, some studies did not directly link efficiency and financial stability. For example,
research by Denison and Mishra (1995) shows that in large organizations with high hierarchical structures,
internal efficiency does not always reflect financial performance, as financial decisions are more
influenced by market and external conditions. However, this difference strengthens this study's focus,
which targets theoretical relationships at the organizational and operational level rather than macro
conditions or the external financial sector. The advantage of this study over previous studies is the
development of a logical and conceptual pathway showing that internal efficiency is a mediating variable
linking conflict management to financial outcomes rather than just a stand-alone outcome.

The Relationship between Conflict Resolution Strategies and Financial Stability Through Efficiency

The final discussion focuses on the integration of the three variables into a single conceptual
model. This study finds that collaborative conflict resolution strategies indirectly impact organizational
financial stability through improved operational efficiency. This mechanism is consistent with the
resource-based view (Barney, 1991), which states that an organization's internal capabilities in managing
intangible assets—such as organizational culture and interpersonal relationships—are sources of
sustainable competitive advantage. Research by Pollack (2022) and the Workplace Peace Institute (2023)
supports this causal pathway. They note that unresolved conflicts can lead to hidden litigation costs,
ineffective communication, and decreased employee morale. Conversely, organizations with sound
conflict management systems tend to have leaner cost structures and more stable financial performance.

However, differences emerge from the study by Giebels & Janssen (2005), which found that the
effectiveness of conflict management does not always translate into financial gains, especially in public
sector organizations where success is more often measured in terms of social service delivery.
Nevertheless, this research remains relevant as it focuses on organizations with high-efficiency demands
in the private sector. This study's main contribution is to develop an integrative model that has not been
widely discussed in previous studies. This model positions conflict resolution as a strategic entry point for
improving efficiency and creating financial stability. It is not only theoretical but also applicable and
feasible for testing in quantitative and cross-sector studies.

577



CONCLUSION

This study aims to identify the theoretical relationship between conflict resolution strategies,
organisational efficiency, and financial stability and develop an integrative conceptual model based on a
literature review. A systematic review of academic literature concluded that collaborative conflict
resolution strategies, particularly the integrative bargaining approach, are essential in creating a more
adaptive and synergistic work ecosystem. These strategies can reduce the potential for destructive conflicts
in the workplace and improve the effectiveness of communication and decision-making. The efficiency
gained from good conflict management then has a positive impact on the organisation's financial stability.
Efficiency helps reduce hidden costs due to absenteeism, turnover and decreased productivity while
strengthening the organisation's resilience to external challenges. Thus, the three variables—conflict
resolution, organisational efficiency, and financial stability—have a logical and systematic relationship that
forms a conceptual pathway worthy of empirical testing in a contemporary managerial context.

The implications of this study are divided into two categories: theoretical and practical.
Theoretically, this study expands scientific understanding of the role of conflict resolution not only as a
mechanism for resolving interpersonal problems but also as an initial strategy for improving organisational
efficiency and financial stability. These findings strengthen conflict management theory and organisational
effectiveness by positioning conflict resolution as a strategic component of modern human resource
management systems. These findings can serve as a reference for managers, HR practitioners, and
organisational leaders in developing more systematic conflict resolution policies based on collaborative
training and integrated into employee performance indicators and financial sustainability. Implementing
these strategies can help organisations reduce hidden costs resulting from conflicts and foster a harmonious
and productive work culture.

However, this study has several limitations that need to be considered. First, the qualitative
approach is based on a literature review, so the findings are still conceptual and have not been empirically
tested. Second, the data sources are limited to open-access scientific journal articles with accessible topics,
so the potential for selection bias remains. Third, the conceptual framework developed has not been tested
in a specific sectoral context, so the generalisation of results to all types of organisations is still limited.
Therefore, interpreting the resulting model should be done carefully and contextually.

Based on these limitations, future researchers should test this conceptual model quantitatively
through a survey or experimental approach. Using methods such as Structural Equation Modelling (SEM)
or Partial Least Square (PLS) can strengthen the causal relationships between variables that have been
formulated theoretically. In addition, further research is recommended to test this model in various sectors
such as manufacturing, healthcare, education, and the public sector to see how much this model can be
generalised across contexts. Further research could explore other mediating or moderating variables, such
as organisational culture, leadership style, or conflict levels, to enrich the understanding of the relationships
between elements in organisational dynamics.
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