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Abstract

Purpose — This paper aims to discuss the association between human resource management and
performance from a process perspective, differentiating intended and implemented vertical and
horizontal fit. Although researchers have examined deeply the relationship between these constructs,
extant literature demonstrates inconclusive results. Previous studies have stressed the strategic
importance of vertical and horizontal fit from a prescriptive view. Nevertheless, a deeper
understanding, focused on management processes, is needed.

Design/methodology/approach — This paper reviews and integrates two streams of strategic
human resources management (SHRM) literature: the fit perspective, drawing on Martin-Alcazar et al’s
(2005) model, and the system strength approach, proposed by Bowen and Ostroff (2004).

Findings — The conceptual analysis developed in this paper concludes that HRM system strength
mediates the effects of an aligned strategy on performance. In this sense, the paper argues that success
in implementation of the HRM strategy depends on employees’ perceptions about the system of policies
and practices through which it is carried out. Additionally, organizational communication is considered
as the mechanism to create a shared HRM meaning to translate to employees.

Practical implications — Drawing on the theoretical discussions in the paper, the following
implications for HRM practice are identified: the usefulness of the system strength construct as a tool to
measure employees’ perceptions and anticipate potential problems at the implementation stage, the
importance of organizational communication mechanisms, the relevance of formal and informal
connections between HR managers and top executives and the need for specific training to promote HR
managers’ communicational skills.

Originality/value — This study examines the relationship between HRM and organizational
performance by presenting a new model that integrates HRM strategy formulation and implementation,
proposes employee perceptions concerning HRM are mediators of HRM strategy and firm performance,
highlights the role of organizational communication in creating and managing shared HR messages
and introduces system strength as an instrument to assess vertical and horizontal fit during
implementation.

Keywords Performance, Strategic human resource management, Double fit, SHRM,
System strength, Organizational performance

Paper type Conceptual paper
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1. Introduction

For decades, human resource management (HRM) researchers have tried to explain the
link between HRM and performance to justify the value of human resources. This line of
research has evolved rapidly in the past 30 years, but, as different scholars have pointed
out, the discipline has reached a crossroad. Inconclusive results found in the empirical
tests make it necessary to go a step further, and provide more complex models (Guest,
2011; Kaufman, 2010; Lengnick-Hall et al, 2009). In this sense, recent reviews of the
literature have revealed three main issues that limit the progress in clarifying the HRM —
performance association:

(1) lack of theoretical development;
(2) difficulties in measuring performance; and
(3) problems related to the methods applied to test models.

Authors such as Guest (2011), Janssens and Steyaert (2009) or Paauwe (2009) have
recently stated that the effects of HRM on performance are too complex to be explained
by simple and linear models. Third intervening variables are necessary to clarify how
the HRM strategy is implemented and how it affects outcomes at the organizational
level. In this sense, Dyer and Reeves (1995) proposed to measure how HRM affected
specific variables at the individual level (attitudes, behaviours, employee satisfaction,
commitment and intention to quit). This approach opened a new path for strategic
human resources management (SHRM) research, in which the organizational and
individual levels are combined.

Considering the above discussion, this paper tries to contribute to the debate about
the HRM — performance relationship by providing a multilevel theoretical analysis,
which explains how the implementation of consistently designed HR strategies can be
affected by employees’ perceptions of the HRM system. To do so, we start from the
generic SHRM model proposed by Martin-Alcazar et al’s (2005). Two theoretical
approaches in the field of SHRM - the fit perspective and the literature on HRM system
strength —are brought together in an attempt to explain why, in some cases, consistently
designed HR strategies are not able to achieve expected results.

Figure 1 depicts the starting point of our theoretical analysis, which is based on
Martin-Alcazar et al’s (2005) HRM model. According to the authors, HR strategies
should fulfil two conditions. First is vertical fit, highlighted by contingent and
contextual literature, which offers consistency with external and organizational
contexts (Brewster, 1993, 1995, 1999; Wang et al., 2007; Wright et al., 2001). Second is
horizontal fit, defined in configurational models as the internal coherence among HR
practices (Lepak and Snell, 1998, 1999; Verburg et al.,, 2007). By achieving both strategic
conditions, HR strategies should influence organizational performance positively (Baird
and Meshoulam, 1988; Golden and Ramanujan, 1985; Marchington et al., 2011; Wright
and Snell, 1991). Nevertheless, inconclusive results concerning this topic are common
(Guest, 2011). Empirical studies suggest a need for double fit, and HR strategies that are
designed consistently lead to improved organizational results (Arthur, 1994; Delery and
Doty, 1996). Contrarily, other studies have reached non-significant results when
exploring this effect (Schalk et al, 2013; Wright ef al., 2001). Reviews such as Boselie
et al. (2005) and Combs et al’s (2006) suggest that although a relationship between fit and
performance exists, more research is needed to clarify the reasons it occurs. As
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Figure 1.
Initial theoretical
model

(a)

Business strategy
()
\ HRM Strategy Organizational
l performance

(a) L. HRM Systems
Organizational

context 7'y

A,

(b)
External context

Notes: (a) Internal vertical fit; (b) external vertical fit; (c) horizontal fit
Source: Adapted from Martin-Alcazar et al. (2005)

Huselid (2011) recently stated, the ways by which companies design and implement
HRM systems to execute business strategies are ongoing and relevant topics to address.
To explore these dynamics, a different perspective is required, emphasizing on strategic
processes and adopting a multilevel point of view. In our opinion, the HRM system
strength construct (Bowen and Ostroff, 2004) could be particularly helpful to advance in
this direction. This model starts from the premise that the implementation of HR
strategies is affected by the features of the HRM system. In fact, the set of policies and
practices applied “send signals to employees that allow them to understand the desired
and appropriate responses and form a collective sense of what is expected” (Bowen and
Ostroff, 2004, p. 204). Drawing on this approach, the authors define three meta-features
of the HRM system (distinctiveness, consensus and consistency). If employees share a
common positive interpretation of these three dimensions, the HRM system would be
perceived as strong, and the organization would have it easier to achieve the expected
behaviours (Sanders et al., 2008).

Bringing together literature on double fit and HRM system strength, this study
elucidates the HRM — performance relationship from an alternative perspective. In this
sense, the proposed model tries to contribute to previous research in this field in two
ways:

(1) by opening the black box to explore potential moderating variables; and

(2) moving forward from the traditional content analysis to adopting a process
perspective.

The proposed model begins with the assumption that intended fit in the design of HR
strategies is a necessary but insufficient condition for SHRM success. A gap exists
between what managers want to implement and executed HR practices (Khilji and
Wang, 2006; Lengnick-Hall et al., 2009). HR strategies that are properly designed may
fail in the transition to implementation because of several moderating variables that
should be considered in analysis. We present a model based on double (i.e. vertical and
horizontal) strategic fit. Drawing on Martin-Alcazar ef al’s (2005) proposal, we introduce
the perceived system strength (Bowen and Ostroff, 2004) as a moderator that explains
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disparity between formulated and implemented HR strategies, and overall influences on
organizational performance. The model suggests that accurate employee perceptions
concerning HRM system characteristics (i.e. distinctiveness, consensus and
consistency) represent a sufficient condition to ensure that intended vertical and
horizontal fit are actually attained.

2. Conceptualizing vertical and horizontal fit

SHRM literature stresses the importance of internal and external consistency
(Chadwick, 2010) to explain HRM outcomes. Despite the clarity of arguments for fit in
the design of HRM strategies, empirical studies reach inconclusive results and the
debate continues in the literature (Table I). We review the literature on these two types
of fit to define elements on which the proposed model is based.

2.1 Vertical fit in the design of HRM strategy

A number of studies proposed from the contingent perspective (Delery and Doty, 1996)
have focused on how organizations pair HR policies/practices with business strategies,
as well as with organizational and external factors. In an attempt to clarify these
contingent factors, Martin-Alcazar et al. (2005) distinguished between an internal and an
external vertical fit, as it is depicted in Figure 1.

Type of fit Authors

Vertical fit Baird et al. (1983)
Boon et al. (2009)
Devanna et al. (1984)
Golden and Ramanujan (1985)
Jackson et al. (1989)
Krishnan and Singh (2011)
Liu et al. (2007)
Lundy (1994)
Marchington et al. (2011)
Martell and Carroll (1995)
Miles and Snow (1984)
Schalk et al. (2013)
Schuler and Jackson (1987)
Wang and Shyu (2008)

Horizontal fit Becker et al. (1997)
Chadwick (2010)
Delery (1998)
Delery and Doty (1996)
Fombrun et al. (1984)
Kepes and Delery (2007)
Kidron et al. (2013)
Liu et al. (2007)
Marchington and Grugulis (2000)
Marchington et al. (2011)
Wright and McMahan (1992)

Source: Own elaboration
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Particularly relevant at the beginning of the contingent approach was a study presented
by Baird et al (1983). They argue that there is a need to match HRM to diverse
contingencies as a condition for organizational efficiency. Another seminal study at the
nascence of SHRM (Wright ef al., 2001) was conducted by Devanna et al (1984), who
studied the degree of alignment between formal organizational structures and HRM
systems. The authors defined the HR function as a crucial mechanism to conduct
business strategy. Additionally, Miles and Snow (1984) also examined vertical fit,
though from a different perspective. They linked business strategies (i.e. defenders,
prospectors and analyzers) to human resource configurations (build, acquire and
allocate), consolidating the theoretical foundations of vertical fit. Similarly, Schuler and
Jackson (1987) analyzed the employee behaviours required to develop each of the three
Porter’s (1980) strategic types (innovation, quality-enhancement and cost reduction).
They also studied how HR practices should be defined in each case, concluding that HR
requirements depend on the type of strategy applied. The majority of these studies
assume coherence between organizational objectives and HRM strategy orientation,
reinforcing the notion of vertical fit (Allen and Wright, 2007; Delery and Doty, 1996;
McMahan et al., 1999).

Golden and Ramanujan (1985) contributed to the debate about vertical fit, suggesting
four kinds of links between business and human resource strategies:

(1) anadministrative view of HR in which the function does not assume a strategic
role;

(2) a one-way link between business and HRM strategy (Delery and Doty, 1996;
Devanna et al., 1984; Dyer, 1984; Mirvis, 1985; Schuler and Walker, 1990);

(3) a bidirectional and reciprocal relationship between both strategies (Lengnick-
Hall and Lengnick-Hall, 1988); and

(4) whole integration of HR in the strategic process.

These four situations describe the evolution of the relationship between business
strategies and HR policies, from a stage in which human capital is not a strategic factor
to complete integration, which considers human resources to be an essential element in
strategy design. Golden and Ramanujan’s (1985) links describe a process in which the
role of HR changes, becoming more important and strategic at every step. To achieve the
last level of integration, the role played by HR executives is particularly relevant
because their participation as members of top management is crucial to creating an
HRM strategy that is consistent with business strategy (Caldwell, 2008; Green et al.,
2006; Krishnan and Singh, 2011; Lawler et al., 2006; Martell and Carroll, 1995).
Following total integration of HRM and business strategy, Hendry and Pettigrew
(1990) criticise the classic, unidirectional view of vertical links. They posit that HR
strategies should be proactive to contribute to the strategic process directly and consider
links between structure, culture and HRM. Gratton et al (1999) explain that the
complexity and sophistication of vertical and reciprocal fit allows researchers to better
examine the role of HRM in organizational scenarios. To explore this reciprocal fit, they
argue the need to consider time as a relevant dimension of strategic fit. As Gratton ef al.
(1999, p. 21) stated, a temporal perspective “is a particularly crucial aspect of people
strategies because the time cycles for people resources are considerably longer
than those for financial or technological resources”. From a different point of view,
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Wang and Shyu (2008) espouse complete integration of human resources in strategic
planning. They found a positive and direct impact of vertical fit on the effectiveness of
HRM effectiveness and labour productivity. Additionally, they studied how HRM
effectiveness affects organizational performance, concluding that this relationship is
moderated by the strategic fit. Similarly, Chow ef al. (2008) showed that synergistic
interactions between HR configurations and business strategy explain financial profit
and sales growth. This result is consistent with Martin-Alcazar et al’s (2005)
assumptions about the bidirectional sense of the link between business strategy and
HRM system, which reflects the dynamic nature of SHRM. As these authors mention,
the HR function should be understood as “an evolving process, not only of adaptation
but also of proactive change” (Martin-Alcazar et al., 2005, p. 652).

As noted, most studies focus on business strategy to explain vertical fit, but other
factors influence HR practices; the literature highlights internal organizational aspects
such as firm size and structure, technology and innovation orientation (Jackson and
Schuler, 1995; Jackson et al., 1989) and organizational lifecycle (Jackson and Schuler,
1995). A third group of variables with which HRM strategy should be consistent relates
to external contextual influences. Jackson and Schuler’s (1995) model is particularly
relevant in this sense, as it identifies variables related to the legal, social, political and
cultural context that should be introduced in HRM studies. More recently, Boon ef al.
(2009) conducted a comparative case study to examine the way in which institutional
pressures determine HRM. Their findings revealed that organizational responses to
institutional pressures are more decisive in shaping HRM systems than the institutional
context itself. From a different point of view, Marchington et al (2011) explored the
influence that inter-organizational relationships have on the design of HRM strategies.

A number of variables influence vertical fit, suggesting the complexity of the
strategic process. Nevertheless, this study only considers the organizational dimension
of fit (Wood, 1999) by considering alignment between HRM and business strategy
(Chadwick, 2010). By doing so, we focus on one of the most important strategic variables
in SHRM literature — business strategy — and its coherence with HRM systems.

2.2 Horizontal fit in the design of HRM strategy
As Figure 1 shows, horizontal fit refers to the consistency between the components of
the HRM system (policies and practices). It measures the extent to which the different
HRM initiatives interrelate, reinforcing each other to achieve strategic synergies
(Chadwick, 2010; Liu ef al., 2007; Samnani and Singh, 2013). This argument draws on the
idea that a group of HR practices must be connected and complemented internally to
work efficiently (Martin-Alcazar et al., 2005). These consistent sets of HR practices are
called bundles, systems or HR configurations in research (Arthur, 1992, 1994; Delery
and Doty, 1996; MacDuffie, 1995). This approach to the analysis of HR strategies, named
as configurational by Delery and Doty (1996) assumes that individually, HR practices do
not contribute to organizational results. To the contrary, a coherent combination of
practices must be designed strategically to build an HRM system capable of taking
advantage of synergies and improving business strategic development (Benson and
Lawler, 2003; Marchington and Grugulis, 2000; Wright and McMahan, 1992).

In the past three decades, various studies have explored horizontal fit. Fombrun et al.
(1984) explained fit as alignment between HRM systems to obtain desired behaviours
from employees. Wright and McMahan (1992) explored internal fit between HR
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practices and its influences on firm success. Delery and Doty (1996) described the
configurational approach explicitly, suggesting a need for internal consistency of HRM
systems and the synergies resulting from the fit. Delery (1998) and Kepes and Delery
(2007) demonstrate positive consequences of synergies in the design of HRM strategy.
The authors identify four types of internal fit drawing on a multi-level conceptualization
of HRM systems. Trying to capture the complexity of this strategic process, Kepes and
Delery (2007) distinguish between the within-HRM system vertical fit, inter-HRM
activity area fit, intra-HRM activity area fit and between-HRM system fit. Lepak and
Snell (1999, 2002) propose an HR architectural model that circumscribes four
configurations for managing diverse employees that considers the strategic value and
uniqueness of human capital. Each configuration includes HR practices that are
consistent with each combination of human capital characteristics and each
employment mode. Stavrou and Brewster (2005) analyse the European context,
describing 15 HR bundles, among which, six showed positive effects on performance.
Marchington ef al. (2011) found that the role of line managers and the influence of
divergent HRM policies implemented by disparate partners of a multiemployer network
are two factors that hinder horizontal fit.

Trying to go a step beyond in the analysis of internally consistent HR configurations,
authors have described the different types of interactions among HR practices. In this
sense, Becker ef al. (1997) and Delery (1998) distinguished between:

(1) additive interactions in which the effects of practices are just summed up; and

(2) interactive relationships, considering dependence among practices of which
there are three subtypes:

« alternative relationships in which several practices have similar results and,
therefore, should not be developed simultaneously;

» positive synergies in which practices produce positive effects, reinforcing
each other; and

* negative synergies in which practices hinder mutual effects.

More recently, Jiang et al (2012) reviewed the components of HRM and identified
different links between practices at diverse levels of the HRM system. Drawing on the
ability — motivation — opportunity theory, they provide an alternative approach to
measure the outcomes of the HRM system.

Based on our literature review about double fit, we can conclude that the majority
of studies in this field have focused on testing the strategic importance of vertical
and horizontal consistency. Reviewing the references included in Table I, we find
comparatively fewer studies explaining the elements that influence firms’ capability
to implement fitted HR strategies. In this sense, Azmi (2011) and Samnani and Singh
(2013) have recently stated that to fully understand double fit, it is necessary to
analyse it from a process perspective. This line of research could help us to
understand why consistently designed HR strategies fail at the implementation
stage. With this aim in mind, in the next sections of the paper, we will propose an
alternative theoretical model, in which we will try to explain how the
implementation of HR strategies is affected by variables at the individual level,
related to employees’ perceptions about HR contents.
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3. Moderation of employee perceptions concerning HRM system strength
There appears to be consensus on conceptualizations of vertical and horizontal fit (Chow
et al, 2008; Marchington ef al., 2011; Stavrou and Brewster, 2005; Verburg et al., 2007,
Wang and Shyu, 2008), but most studies follow a prescriptive focus, which is insufficient
to analyse the strategic implications of these processes completely. Many researchers
noted recently that further theoretical development and empirical evidence are
necessary to explain why fitted HRM strategies do not influence organizational
performance (Becker and Huselid, 2006; Gratton ef al., 1999; Guest, 2011; Marchington
et al., 2011). In our case, Bowen and Ostroff’s (2004) system strength is helpful when
explaining disparities between designed HRM strategies and implemented HRM
systems. Several studies use Bowen and Ostroff’s (2004) arguments to explain the link
between HRM and firm performance (Guest and Conway, 2011; Li ef al., 2011; Sanders
et al., 2008). The system strength model can be a more sophisticated and systematic tool
to go a step further in vertical and horizontal fit research and avoid previous
inconsistent and inconclusive results (Guest, 2011).

To understand how Bowen and Ostroff’s (2004) system strength construct moderates
the consequences of double fit, we have explored its internal composition. The
introduction of this variable in the proposed model allows us to explain deeper those
conditions under which HR strategies contribute to organizational performance (Baron
and Kenny, 1986; Wu and Zumbo, 2008).

In doing so, we build our theoretical model by discussing two main aspects:

(1) thelink between each of the meta-features of the HRM system strength construct
and the dimensions of double fit; and

(2) the importance of employees’ perceptions of HR practices, and the role played by
organizational communication in creating a shared HRM meaning.

As it will be explained below, if the HRM system is consistently designed (both at the
vertical and horizontal dimensions), and it is appropriately communicated, it will be
perceived by employees as strong (Figure 2). As Bowen and Ostroff (2004) explain, a
strong system is necessary for the implementation of HR strategies, as it promotes
commitment and involvement, and helps to align individual and organizational goals.
Bowen and Ostroff (2004) explain that three features define system strength:
distinctiveness, consensus and consistency. All must converge to achieve a strong HRM
system. Employee perceptions of HR practices depend on HRM system characteristics,
and these perceptions drive behaviours. Jackson and Schuler (1995) argue that SHRM
influences organizational performance by encouraging required employee behaviours,

Intended double fit Perceived HRM system strength

. Communication -
Vertical > Distinctiveness | Consensus | Consistency

fit \ \‘
P, P, P, P
Human Resource ‘ Organizational

Strategy Performance

Horizontal |, /|

fit

Source: Own elaboration
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so HRM system perceptions influence the effectiveness of HR strategies strongly.
Bowen and Ostroff (2004) argue that a positive shared vision related to an HRM system
creates a strong internal climate. Strong HRM systems send clear messages to
employees, creating unambiguous psychological meaning of work (Rousseau, 1995), so
employee behaviours are more likely aligned with organizational objectives (Bowen and
Ostroff, 2004; Weick, 1995). To explore the ways in which this process occurs, each
dimension of system strength is analyzed, paying special attention to the way each
influences fitted HRM strategy implementation.

Distinctiveness is the degree to which an element attracts attention, stands out and
creates interest. To measure this dimension in the context of HRM strategies, Bowen and
Ostroff (2004) propose four indicators: visibility, understandability, authority
legitimacy and relevance. An HRM system is visible when employees observe it and get
information about it easily. This is a relevant aspect in employee interpretation because
it determines the cognitive processes by which individuals receive HR messages (Tajfel,
1968) and understand cause — effect relationships derived from elements in the HRM
system (Taylor and Fiske, 1978). Understandability is the extent to which employees
comprehend the HRM content. If an HRM system meets this condition, employee
interpretations are unambiguous; HRM signals are concrete and clear, and there is only
one accurate and shared interpretation concerning them (Feldman, 1981; Stanton ef al,
2010). Legitimacy links with status and credibility of HR. Literature highlights the role
top managers play, as perceived importance of HR depends on top executive beliefs and
attitudes toward the strategic value of human capital (Mitsuhashi et al., 2000; Ostroff,
1995). The fourth indicator, which relates to distinctiveness, is relevance, and is the
degree to which employees consider human capital and HRM strategic factors (Kelman
and Hamilton, 1989).

Drawing on the indicators defined above, we can conclude that the distinctiveness
dimension is principally related to vertical fit. In fact, its indicators measure different
aspects of the strategic contribution of the HR function within organizations. As Golden
and Ramanujan (1985) explained, to integrate the HR function in strategic planning
processes, organizations must first understand the contribution of HRM and how it is
linked to business strategy. Our review of the role played by employee perceptions
suggests that to influence organizational performance, HRM strategies require
something more than consistent design; employees must perceive strategic value and
coherence. In these situations, HRM should be appreciated as a relevant function that
develops clear policies and practices that link to strategic development. Organizations
must ensure employees know and understand both the role played by HR and what they
can expect from them. Besides being conscious of the existence of HR, employees must
understand easily how HR practices work to guide employees’ behaviours and the
meaning of their content. Perceptions of HR practices will be useful to explain HRM
success (Kehoe and Wright, 2013), clarifying those conditions under which HR
strategies are able to improve the organizational performance. Only if a system
demonstrates these attributes, will organizations be able to take advantage of a
vertically fit HRM strategy.

These arguments imply that not only distinctiveness is required in the HRM strategy
definition. Additionally, the way in which employees observe and understand HRM
strategies will be a determinant factor to correctly implement HR practices. According
to previous discussion, we introduce in the model the following proposition (Figure 2):
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Pa. Employee perceptions of distinctiveness of an HRM system benefit
implementation of HRM strategies.

Regarding the second dimension, consensus, Bowen and Ostroff (2004) propose two
indicators:

(1) level of agreement among key HR decision-makers; and
(2) asystem’s perceived fairness.

Agreement is achieved when top managers and HR executives discuss strategic
objectives and formulate HR strategies through collaborative decision-making.
Perceived agreement among internal agents responsible for creating HRM
strategies reinforces messages concerning HRM, fostering organizational
consensus (Fiske and Taylor, 1991). Bowen and Ostroff (2004) argue that fairness is
employee perceptions concerning an HRM system’s capacity to respond to various
dimensions of justice. Distributive fairness relates to evaluations of outcomes,
procedural fairness focuses on implemented processes to achieve results, and
interactional fairness is based on communication and explanations of procedures
and results (Bowen et al, 1999). Research demonstrates that perceived fairness
influences strongly the ability of an HRM system to motivate employee behaviours.
Fairness links directly to system acceptance and the extent to which an organization
uses HRM policies and practices to align individual and organizational objectives
(Waldman and Bowen, 1998).

Thus defined, consensus is also closely related to vertical fit. The alignment between
HRM and business strategy also fosters agreement between HR decision-makers on HR
meanings. In these situations, HR messages sent by top managers, HR executives and
middle managers will be coherent, and employees will perceive that managers share the
same vision concerning the HR strategy. Therefore, it will be easier for an organization
to foster an exchange of knowledge and information to identify and solve problems at
various levels (Delmotte ef al, 2012). Agreement on HR issues facilitates transition from
HR formulation to implementation, ensuring all agents receive accurate and consistent
information.

On the other hand, if criteria applied to define and implement HR policies and
practices are perceived as fair, it is much easier for an organization to establish common
objectives and orient manager and employee behaviours toward them. Kepes and
Delery (2007) suggest perceived fairness influences employee commitment to an
organization strongly.

The consensus dimension of HRM system strength also helps us to understand the
conditions under which vertical fit should be implemented. Similarly to distinctiveness,
we propose that the intended level of consensus in the HRM design will not be sufficient
to obtain HR practices objectives. It is necessary that employees clearly notice that the
HRM system is the result of a consensual and deliberative process. Perceived consensus
among HR decision-makers influences the way employees interpret and respond to HR
policies and practices. Following this reasoning, this proposition is introduced in
Figure 2:

Pb. Employee perceptions of consensus of an HRM system benefit implementation
of HRM strategies.
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The last dimension, consistency, moderates consequences of horizontal fit. According to
Bowen and Ostroff’s (2004) definition, this meta-feature considers three attributes:
instrumentality, validity and coherence. Consistency refers to the extent employees
perceive that implemented HR policies result from past and deliberated strategic
decision-making. Instrumentality relates to perceptions of non-ambiguity of cause —
effect relationships between HRM policies and practices, and their effects on employees
(Kelley, 1967). This indicator also assesses employee perceptions of HRM usefulness,
and to achieve this, organizations must juxtapose implementation of HR practices and
resulting behaviours. Validity conveys the correct design of HR practices in terms of
expected effects (Fiske and Taylor, 1991). If employees perceive internal consistency
among HR practices, HRM system strength improves (Delery and Doty, 1996; Wright
and McMahan, 1992), further augmenting organizational performance (Wright et al,
1994). Additionally, consistency represents coherence of HR messages. Coherence is
achieved when employees perceive that messages sent by HRM systems are compatible
and stable. Lack of coherence provokes disparate interpretations of the messages (Kepes
and Delery, 2007). To avoid this, strong links among HR policies are needed, reinforcing
the meanings of HR information to create shared understanding of the system (Kepes
and Delery, 2007).

The indicators measuring consistency represent those features of the HRM system
required to ensure synergistic effects of HR practices. Because of this reason, the
proposed model links usefulness, functioning and internal coherence to horizontal fit
(Figure 2). Nevertheless, drawing on the above discussion, we conclude that something
more than a consistent internal design is necessary to influence organizational
performance. Employees must perceive and understand that an HRM system can
influence their behaviours, and that this fact is positive for organizational success.
Organizations must also ensure that employees perceive an HRM system as an
internally coherent bundle of policies and practices that is stable (Delmotte ef al., 2012).
Different HR practices have varying effects on employee perceptions and behaviours.
An HRM strategy should be implemented through a synergistic system of policies and
practices oriented to strategic organizational goals, avoiding conflicting messages and
negative consequences of practices that are unaligned (Samnani and Singh, 2013).
Considering the logic of these arguments, we define the following proposition:

Pc. Employee perceptions of consistency of an HRM system benefit implementation
of HRM strategies.

Apart from the explained relationships between double strategic fit and dimensions of
system strength, we also conclude that vertical and horizontal fit relate intrinsically and
should not be considered unconnected conditions. As a consequence of this,
distinctiveness, consensus and consistency of the HRM system will also be interrelated
(Bowen and Ostroff, 2004; Delmotte et al., 2012). If organizations wish to foster employee
behaviours oriented toward firm objectives, coherent HR practices are required. As
Bowen and Ostroff (2004) explained, a consistent set of practices promotes the
distinctiveness and consensus of the HRM system. Delmotte ef al. (2012, p. 1,501) argue
that “if all HR practices are aligned with the same strategic goals (vertical fit), the
consistency between these HR practices (horizontal fit) will also increase”. Similarly,
Ridder ef al. (2013) have recently argued that firms’ strategic orientations are necessary
inputs for the internal design of HR architectures. The best way to ensure disparate
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HRM initiatives are coordinated is by connecting them through common objectives. To
build a highly consistent and synergistic HRM system, organizations need to use
business strategies as basic reference points (Delery and Doty, 1996). This view of the
double fit condition accords with the integrative and holistic vision of HRM adopted in
this paper (Figure 1). We assume both fits must work simultaneously because one
(vertical fit) is the basis of the other (horizontal fit).

Implicit in the above discussion is the importance of organizational communication
in the transition from HRM strategy formulation to implementation (Figure 2).
Communication processes are particularly relevant to create and manage HRM
meanings that will be translated to employees, affecting their perceptions of the HRM
system (Stanton ef al, 2010). As Nishii et al. (2008) explained, efficient communication
can help organizations to obtain desired employee behaviours, and clarify what is
expected from them to carry out the business strategy (Nishii ef a/., 2008). Nevertheless,
organizational communication is not only important to guide employees’ perceptions
but it also helps line managers to implement practices, by providing consensual and
coherent HRM messages. In these situations, it will be easier to build shared
understanding about the HRM system, avoiding gaps between intended HR strategies
and implemented practices (Kehoe and Wright, 2013). To introduce this last effect in the
model, we propose the following:

Pd. Communication of HRM contents and processes improves employee perceptions
of the HRM system.

Pe. Efficient communication processes facilitate HR strategies implementation,
improving organizational performance.

Drawing on the above discussion, we propose an alternative model to explain the HRM —
performance relationship, which is depicted in Figure 2. By introducing employees’
perceptions in previous SHRM models (Martin-Alcazar et al., 2005), we try to respond to
Guest (2011) and Lengnick-Hall et al’s (2009) calls for deeper analyses concerning
relationships between HRM strategies and organizational performance. In this sense,
the proposed model starts from the premise that the effects of double fit in the design of
HRM strategies depend on how the intended strategy is perceived by employees. To
orient employee behaviours toward organizational goals, employees must perceive the
HRM system as a distinct, consensual and consistent bundle of practices. As it was
explained before, the two fit processes (vertical and horizontal) need to be
simultaneously developed, as they are closely related. As Delmotte ef al. (2012)
explained, horizontal fit needs to be built on the basis of a vertically aligned system.
Therefore, perceptions of consistency, distinctiveness and consensus are
interdependent, making the implementation of HR strategies more complex than
expected. For instance, the implementation of a consistent HRM strategy (horizontal fit)
can fail if employees do not perceive the HRM system as being distinct and consensual
(vertical fit). Similarly, a vertically fitted strategy will never impact organizational
performance if it is not implemented through a consistent set of HR practices. Trying to
explain these complex dynamics, the model distinguishes:

« the HR formulation process, in which managers propose an intended HRM
strategy with a theoretical degree of double fit; and

« HR implementation, in which line managers execute HR practices.
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A gap between these two strategic stages (formulation and implementation) exists,
making expected alignment unreachable through HRM strategy. According to our
model and propositions, this gap can be explained partially by employee acceptance of
HRM systems, a necessary condition to implement fitted HR strategies. Drawing on our
review of the literature, we also conclude that the extent to which the organization is able
to implement a consistently designed strategy will depend on its capabilities to
communicate HR practices accurately and effectively.

4. Conclusions and implications

The purpose of this paper is to contribute to extant literature concerning the HRM —
performance relationship by analyzing why aligned HR strategies do not always
influence organizational performance. To address this problem, we review vertical and
horizontal fit literature, adopting the integrative perspective suggested by Martin-
Alcazar et al. (2005). To complete the analysis, we also review another stream of SHRM
research, focusing on assessment of HRM system strength (Bowen and Ostroff, 2004).
Combining conclusions from both streams and by considering the influence of employee
perceptions on HRM systems, we propose a model that augments previous explanations
concerning the effects of HRM on performance.

Bowen and Ostroff’s (2004) model provides a more sophisticated and complete
explanation concerning the effects of double fit, which allows further analysis in this line
of research. Drawing on their explanation of HRM system strength, a consistent HRM
strategy design — with both vertical and horizontal dimensions — may not be sufficient
to improve organizational performance. Considering that the primary objective of HRM
strategy is to drive individual behaviours toward organizational goals, practical effects
depend highly on employee perceptions of HRM content and the extent to which they
understand and accept policies and practices (Jiang et al., 2012). The review and model
proposed in this paper contribute to extant SHRM research variously. The study
connects two strategic processes (i.e. HR formulation and implementation) that have
been analyzed traditionally separately. According to our model, the transition from one
phase to the other is one of the most relevant aspects of SHRM. The dynamics between
both stages help to explain the failure of consistently designed HRM strategies. Trying
to cover this gap, the model simultaneously analyses formulation and implementation,
paying special attention to the link between them. We conclude that employee
perceptions of HRM are particularly relevant during this transition, as their vision of the
HRM system determines the success of implemented HR practices (Kehoe and Wright,
2013). Consequently, to influence performance, the system of policies and practices
through which HRM strategies are implemented needs to meet two conditions:

(1) to be consistently designed, ensuring both vertical and horizontal fit; and

(2) tobe positively perceived and accepted by employees, so that their attitudes and
behaviours could be effectively oriented towards strategic objectives.

Despite its theoretical focus, the model presented in this paper also has professional
implications. One of them arises from the process perspective adopted in our analysis.
Trying to go a step beyond in the analysis of the HRM — performance relationship, we
apply to the wmplementation stage the arguments presented from the double fit
perspective, which are normally proposed from a formulation point of view. In this
sense, the new model suggests that when making decisions about HRM, top managers
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should not only define a consistent and synergistic strategy but also consider
implementation issues. Specifically, they must take into account how employees’
perceptions and reactions influence the implementation of the HRM management
system. The system strength construct (Bowen and Ostroff, 2004) and the tools
proposed by Delmotte et al. (2012) to measure it could be useful for top managers to
assess potential problems at the implementation stage and to correct them. To make this
analysis possible, authors such as Krishnan and Singh (2011), Lundy (1994) and Wright
et al. (2004) stressed the need to understand HRM as a strategic process. The process
should start with generic strategic stages such as environmental analysis and the
interpretation of strategic issues. Systematic development of these first phases
facilitates the design of a vertically fitted strategy. The process should continue with
specific HR stages such as identifying core employees and defining the HRM system
(Lepak and Snell, 1999, 2002; Wright ef al., 2004). The participation of HR executives is
essential to ensure an internally consistent design of the HRM strategy. Their role in this
strategic process is twofold:

 as members of the top management board in the formulation stage; and

e as being responsible for the transition from formulation to implementation,
translating HR strategies into a consistent system of policies and practices
(Caldwell, 2008; Krishnan and Singh, 2011).

Another implication for practitioners that arises from our discussion about employees’
perception is the importance of organizational communication for the achievement of
the benefits from double fit. Efficient communications allow firms to transmit HRM
strategy clearly, avoiding discrepancies between what HRM decision-makers
communicate and what employees receive and interpret. Communication policies are
links between formulation and implementation. Stanton et al. (2010) argue these policies
determine the extent HR messages are interpreted unambiguously. If the content of
HRM strategy is not transmitted to employees adequately, it is difficult for an
organization to drive behaviours toward organizational goals, a primary objective of
SHRM. In this respect, top managers and HR executives are required to work together
and to agree on HR messages before transmitting them. Formal communication between
them needs to be fostered through the use of regular meetings, intranets and HR
manuals (Delmotte et al., 2012; Kidron et al., 2013). Moreover, HR contents should be
transmitted using written and accessible documents (Doving and Nordhaug, 2010;
Wright et al., 2004). This formal communication should be complemented with informal
contacts, through which HR agents can also transmit relevant information to different
managerial levels. This soff information is particularly relevant to promote the
acceptability of HR policies, making the HRM system stronger, as Bowen and Ostroff
(2004) suggested.

Related to the internal communication, a third professional conclusion that follows
from the model relates to the importance of the role played by HR managers because
they are responsible for managing the transition from formulation to implementation of
policies and practices. This process implies transmissions of HRM content and
explanations of the processes through which strategies are executed. HR managers’
communication skills are particularly relevant (Brewster et al, 2000). Organizations
need to pay particular attention to HR managers training in this sense, fostering their
communicational competences. As Stanton et al. (2010) stated, if HR contents are present
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in communications, companies could mitigate discrepancies between HRM content and
employee perceptions.

Finally, another implication derives from introduction of system strength, an
especially useful tool for HR executives that can be used to assess double fit from an
implementation viewpoint. By applying measurement models (Delmotte ef al., 2012), it is
possible to evaluate those aspects of the HRM system (i.e. distinctiveness, consensus
and consistency) that are not implemented conveniently. According to evidence
obtained from an instrument, managers can improve employee understanding and
acceptance of an HRM system. For example, distinctiveness can be enhanced by
providing HR customers with transparent information about HR decisions, or an
organizational chart in which HR positions and hierarchy are clearly defined.
Evaluation of HRM should be developed in a continuous management cycle so the
organization can examine interactions among business strategy, HRM strategy, and the
implemented HRM system. Samnani and Singh (2013) suggest this feedback process
requires the organization to gather primary information directly from staff members,
the primary recipients of HR practices and the element through which HR strategies
influence both individual and organizational performance.

Finally, we recognise both limitations of this study and future research that can be
derived from them. One limitation relates to ignoring analyses of external variables that
influence vertical fit. Vertical fit relates not only to business strategy but also to other
organizational elements. The conditions under which vertical fit takes place depend
highly on external elements such as sector, national context, cultural issues, and
regulations (Jackson and Schuler, 1995; Marchington et al, 2011). Future research
should complete the model by considering these dimensions. To do so, it would be
necessary to propose specific tools to measure external alignment during
implementation. It is particularly relevant for future studies in this field to explore the
relationships between the different dimensions of system’s strength (distinctiveness,
consensus and consistency), as well as their relative importance in different contexts. By
going a step beyond in the internal analysis of the system strength construct, we would
be able to provide better explanations about the way in which consistently designed HR
strategies are implemented. The dimensions explaining vertical and horizontal fit are
intensely related, so the effects of both types of consistency are mutually dependant.

To continue advancing in this line of research, it would be necessary to test the model
to empirically examine the extent to which perceived HRM system strength moderates
the relationship between HRM strategy and organizational performance. Despite that
SHRM literature examines vertical and horizontal fit exhaustively, new approaches and
insights are needed to clarify inconsistent results. This paper contributes to this debate,
suggesting that by introducing employee perceptions in SHRM models, researchers can
fill gaps regarding consequences of double fit during implementation of HRM strategy.
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