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Abstract

The objective of this research is to examine the impact of human resource management (HRM) on the efficiency and
effectiveness of organizational operations. This research employs a literature review methodology, encompassing the
examination of a multitude of pertinent academic sources, journals, and articles. The findings of this study indicate that
effective human resource management, as evidenced by recruitment practices, training, employee development, and
performance evaluation, can markedly enhance operational efficiency and organizational effectiveness. Moreover, factors
such as job satisfaction, motivation, and organizational culture also exert a significant influence on the attainment of
organizational objectives. Consequently, strategic human resource management represents a pivotal determinant of
organizational success in the context of global competition.
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INTRODUCTION

In the context of globalization and intensifying competition, organizations are compelled to enhance their
performance in an efficient and effective manner. Human resource management (HRM) occupies a pivotal
position in achieving this objective. HR is not merely responsible for recruitment and training; it is also tasked
with developing strategies that align with the long-term objectives of the organization.

In the contemporary era of globalization, organizations are not only operating within local markets but
are also engaged in competition at the international level. The advancement of information technology,
communication, and the movement of goods, capital, and human resources across national borders has
significantly transformed the business landscape. Competition has intensified due to the emergence of new
players, both from within the country and abroad, which necessitates that companies enhance their performance.
Improving organizational performance in an efficient and effective manner is a crucial requirement for survival
and success in this evolving environment (Junaidi, Partayasa and Sulaimawan, 2024).

In this context, efficiency refers to the organization's capacity to utilize resources (human capital, capital,
time, and technology) in an optimal manner, thereby generating greater output with minimal input. An efficient
organization is able to reduce waste and enhance productivity, which in turn can lower operational costs.

In contrast, effectiveness pertains to the extent to which an organization is able to achieve its strategic
goals. Effectiveness is more concerned with the end result of an organization's performance, namely whether
the organization is able to meet its stated objectives, such as achieving sales growth, improving customer
satisfaction, or developing sustainable product innovations.

The management of human resources (HR) plays a pivotal role in the realization of efficiency and
effectiveness. The role of human resources (HR) extends beyond the administration of traditional processes such
as recruitment and payroll. It also encompasses the formulation of policies and practices that align with the
organization's long-term objectives. Effective recruitment enables the organization to secure the most suitable
talent, capable of contributing optimally to the realization of its vision. Employee training and development
ensures that workers possess the requisite skills to navigate challenges and changes in the market (MohdNajm,
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Samikon and Alkadash, 2024).

Furthermore, the responsibility of HR management extends to the formulation of an employee
development strategy, which encompasses the provision of ongoing training, constructive feedback, and career
management. This not only enhances employee motivation and engagement but also facilitates organizational
innovation and adaptation in the context of global competition. Consequently, the strategic management of HR
can assist organizations in becoming more adaptive to environmental changes and more competitive in the global
market.

Literature Review

Organizational efficiency can be defined as the organization's capacity to utilize existing resources in an
optimal manner to generate outputs at a reduced cost. Human resource management plays a pivotal role in
fostering this efficiency through the implementation of effective recruitment strategies, the provision of pertinent
training, and the establishment of incentive systems that motivate employees to work in a productive manner.

As Mashudi, et al (2024) notes, operational efficiency can be achieved through effective employee
management, which encompasses the identification of workforce requirements, the selection of employees
whose skills align with the requisite qualifications, and the implementation of training programs that enhance
productivity. When HR is able to align the needs of the organization with the capabilities of employees, the
organization is able to operate more efficiently, effectively, and at a reduced cost (Mashudi et al., 2024).

A further study by Chinenye, et al., (2024) demonstrates that HR practices contribute to the streamlining
of work processes and the management of a more efficient workforce. This may be achieved, for instance,
through the automation of administrative processes, which reduce the time spent on administrative tasks, or
through the implementation of lean management in company operations (Chinenye Gbemisola Okatta,
Funmilayo Aribidesi Ajayi and Olufunke Olawale, 2024).

The effectiveness of an organization, particularly in terms of achieving its goals, is significantly
influenced by the capacity of human resources management to manage and develop employee potential.
Effectiveness is not merely a reflection of daily performance; it also encompasses long-term planned
achievements.

Dessler (2020) posits that organizational effectiveness can be enhanced through the implementation of
employee development strategies. The provision of appropriate training and transparent career pathways can
motivate employees to contribute at a higher level. Employee training and development, as described by Dessler,
is pivotal in ensuring that employees not only fulfil their duties but are also equipped to adapt to changes and
new demands in the workplace (Dessler, 2020).

Hoichuk & Lyubomudrova (2024) reinforce this view by pointing out that the strategic HR management
role involves the creation of added value for the organization through the effective management of human
capital. This indicates that HR should play an active role in assisting the organization in achieving business goals
by focusing on the creation of competitive advantage through the recruitment of qualified employees (Hoichuk
and Lyubomudrova, 2024).

Although efficiency and effectiveness are frequently regarded as distinct concepts, they are, in fact,
closely interrelated. Efficient organizations tend to demonstrate a greater capacity for achieving short-term
objectives, whereas effective organizations are more likely to succeed in attaining long-term goals.

A study by Jones & Robinson (2019) posits that effective HR management not only drives efficiency
through more structured workforce management but also ensures long-term effectiveness by creating systems
that support innovation and continuous improvement. For example, a well-designed training program not only
improves employees' skills in the short term but also prepares them for future challenges (Jones and Robinson,
2019).

Furthermore, Torrington et al. (2017) observed that the implementation of technology in HR management
enhances efficiency and effectiveness. Technology facilitates the automation of numerous administrative
procedures that were previously laborious, thus increasing efficiency. Conversely, by providing employees with
digital training and development opportunities, technology also contributes to the long-term effectiveness of the
organization (Torrington, D., Hall, L., Taylor, S., & Atkinson, 2017).
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METHODS

This research employs the literature study method, which entails the collection of secondary data from a range
of pertinent literature, including academic articles, journals, books, and research reports. The analysis process
involved the identification and synthesis of previous research findings pertaining to the role of human resource
management in enhancing organizational efficiency and effectiveness. The selected literature comprises journals
and books published within the last 10 years, ensuring the currency of the information presented.
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Figure 1. Literature Research

RESEARCH RESULTS AND DISCUSSION
HR Management and Organizational Efficiency
Human Resource Management (HRM) plays a very important role in improving organizational efficiency.
Efficiency in an organizational context refers to the ability to maximize output with the least possible resources.
This involves the optimal management of labor, capital, time, and technology. The role of HR management is
to ensure that every operational component of the organization runs effectively by using the right human
resources. Here are some important aspects related to the role of HR management in improving organizational
efficiency:
1. Proper Recruitment
Recruitment is the foundation of HR management’s success in creating efficiency. A good recruitment
process ensures that the organization gets employees who match the job requirements, competencies,
and culture of the organization. The right employees are not only able to do their jobs effectively, but
also contribute to speeding up operational processes and minimizing waste of resources.
According to Berman et al. (2019), one of the main keys to efficiency is finding the right workforce
through an accurate and competency-based selection process. Incorrect recruitment can result in high
costs, including retraining costs and decreased productivity due to the inability of employees to achieve
expected performance (Berman, E. M., Bowman, J. S., West, J. P., & Van Wart, 2019).
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1. Appropriate Training
After the recruitment process, training is a critical component to improving organizational efficiency.
Effective training provides employees with the necessary knowledge and skills to perform their jobs in
a more productive manner. Proper training can minimize work errors, increase operational speed, and
ensure that employees can maximize the use of technology and organizational resources.
Tharenou et al. (2016) showed that training that focuses on job-specific skills and problem solving
improves operational efficiency, as employees become more competent in their assigned tasks and more
adaptive to change. This directly reduces the time required to complete tasks and improves the quality
of work output (Tharenou, P., Saks, A. M., & Moore, 2016).
2. Effective Management of Time and Resources
HR management plays an important role in creating policies and practices that support the optimal use
of time and resources. This includes the management of work schedules that ensure that labor is used
efficiently, as well as the application of information technology that can help automate processes that
previously took a lot of time.
For example, the implementation of working time flexibility such as work-from-home or flexible
working hours can increase employee productivity. Torrington et al. (2017) highlighted that flexible
time management gives employees the freedom to choose the most productive working time, which
ultimately increases overall efficiency without compromising the quality of work (Torrington, D., Hall,
L., Taylor, S., & Atkinson, 2017).
3. Productive Work Environment
A productive work environment contributes greatly to improving organizational efficiency. HR
management is responsible for creating an environment that supports employee well-being, so that they
can work with full concentration and minimize interruptions. This includes managing stress, improving
mental health, and providing tools that support collaboration and creativity.
A study by Robbins & Judge (2017) emphasized the importance of a productive work environment to
improve efficiency. They found that organizations that pay attention to employee health and well-being
aspects can reduce absenteeism, increase employee engagement, and ultimately improve efficiency
through increased productivity (Robbins, S. P., & Judge, 2017).
4. Reduction of Unnecessary Expenses
Organizational efficiency can be improved by reducing unnecessary costs through careful HR
management. This cost management includes optimal utilization of the workforce, avoidance of
overstaffing, and implementation of a fair pay system based on performance. In addition, good HR
management will prevent high employee turnover rates, which are often the cause of increased
organizational expenses due to recruitment and retraining costs.
Effective HR management can significantly improve organizational efficiency through proper recruitment,
relevant training, optimal time management, creating a productive work environment, and reducing unnecessary
expenses. Proactive and strategic HR management is capable of creating smooth operational processes,
eliminating waste, and helping the organization achieve its goals with fewer resources, ultimately increasing the
organization's competitiveness in the global marketplace.

People Management and Organizational Effectiveness

Organizational effectiveness can be defined as the ability of an organization to achieve its stated goals using
optimal resources. This encompasses the accomplishment of strategic objectives, customer satisfaction, product
or service quality, and robust financial performance. In the context of human resources (HR) management,
organizational effectiveness is significantly influenced by employee performance, which is a crucial element in
attaining organizational goals.

The role of HR management in the creation of employee development strategies that have a direct impact on
organizational effectiveness is of significant importance. Key aspects of this development include:

1. Employee Training and Development
Training is a process designed to enhance employees' skills, knowledge, and abilities to align with the
demands of their roles. Effective training ensures that employees are not only able to perform their tasks
proficiently but also adapt to changes in technology, market conditions, and the work environment.

1092


https://ejournal.ipinternasional.com/index.php/ijec

. _ e-ISSN: 2961-712X
International Journal of Economics Vol. 3 Issue 2, July-December 2024

https://ejournal.ipinternasional.com/index.php/ijec DOI: 10.55299/ijec.v3i2.1097

The findings of Noe et al. (2021) indicate that relevant and continuous training plays a pivotal role in
enhancing organizational effectiveness. This training not only improves technical competencies but also
fosters the development of soft skills, such as communication, leadership, and problem-solving abilities,
which are vital in the contemporary work environment (Noe, R. A., Hollenbeck, J. R., Gerhart, B., &
Wright, 2021).
An illustrative example of a training application that impacts organizational effectiveness is cross-
functional training, which entails equipping employees with the ability to comprehend and operate
across disparate departments or functions within the organization. This fosters a more comprehensive
comprehension of the organization's operational procedures and cultivates adaptability, which
ultimately enhances the overall effectiveness of the organization.

2. Performance Evaluation
Performance evaluation is a process undertaken to assess an employee's contribution to the organization
and to provide feedback that can improve their future performance. When conducted properly,
performance evaluations play an important role in improving organizational effectiveness, as they
provide management with the opportunity to identify employee strengths and weaknesses.
As posited by Pulakos et al. (2019), an efficacious performance evaluation should prioritize constructive
feedback and be oriented towards employee development. When performance evaluations are utilized
as a tool to enhance employee competencies and facilitate professional growth, it directly impacts the
achievement of organizational goals. A transparent and data-driven evaluation process also creates a
fairer work environment and motivates employees to continuously improve their performance (Pulakos,
E. D., Mueller-Hanson, R. A., & Arad, 2019).
Moreover, goal-based performance evaluation has been demonstrated to enhance employee engagement
and align their performance with the organization's strategy. By establishing transparent and measurable
goals, organizations facilitate employee comprehension of their priorities and enable them to work
effectively to achieve those goals.

3. Elevated Work Motivation
The motivation of employees is closely related to the effectiveness of the organization. Employees who
are motivated tend to exhibit higher levels of productivity and innovation, which have a positive impact
on the achievement of organizational goals. Motivation can be influenced by a variety of factors,
including compensation, recognition, the work environment, opportunities for growth, and relationships
with coworkers and managers.
Theories of motivation, such as Two-Factor Theory and Maslow's Needs Theory, posit that motivational
factors, including recognition, achievement, and personal growth, play a significant role in encouraging
employees to achieve higher performance (Bahar and Ozen, 2024).
Research by Ryan and Deci (2020), which focuses on intrinsic motivation theory, indicates that when
employees experience autonomy, competence, and connection to their work, they tend to demonstrate
greater engagement and more effective contributions to the organization. Consequently, HR
management must develop strategies that foster intrinsic motivation, such as providing greater
autonomy in decision-making, creating engaging work challenges, and offering positive feedback that
reinforces a sense of accomplishment (Ryan and Deci, 2020).

4. Leadership in Human Resources Management
Leadership is also a significant determinant of organizational effectiveness. Visionary and
communicative leaders are capable of inspiring and motivating employees to work harder and smarter.
Mallillin, Caday and Canda (2024) posits that effective leaders can foster an organizational climate that
is conducive to innovation, collaboration, and employee growth (Mallillin, Caday and Canda, 2024) .
Moreover, research by Avolio and Bass (2021) indicates that transformational leadership, which
prioritizes the development of employees and the empowerment of their initiative, has a beneficial
impact on organizational effectiveness. This transformational leadership style encourages employee
innovation and creativity, which are crucial in addressing the complex and dynamic challenges that arise
in the contemporary workplace.

5. Employee Engagement
The level of engagement exhibited by employees is a crucial factor in determining the overall
effectiveness of an organization. Employee engagement can be defined as the emotional and intellectual
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level of commitment that employees have towards their work and the organization as a whole. High
levels of employee engagement have been shown to have a positive impact on individual and group
performance, which ultimately contributes to the effectiveness of the entire organization.
Employee engagement can be defined as the emotional and intellectual level of commitment that
employees have towards their work and organization. High engagement has been demonstrated to have
a positive impact on individual and group performance, which in turn affects overall organizational
effectiveness.
As demonstrated by Santoso (2024), organizations that exhibit high levels of employee engagement tend to
demonstrate superior productivity, heightened customer satisfaction, and more effective employee retention
strategies. To enhance employee engagement, organizations can facilitate opportunities for employee
involvement in decision-making processes, cultivate a supportive work environment, and recognize and reward
achievements (Joko Bagio Santoso, 2024).

Relationship between Efficiency and Effectiveness in Organizations

Efficiency and effectiveness are two closely interrelated concepts in the context of organizational performance,
yet they have fundamental differences. Efficiency focuses on how an organization uses its resources optimally
to minimize costs and time in achieving a certain output. Effectiveness, on the other hand, measures the extent
to which an organization achieves its objectives or successfully meets stakeholders' expectations.

Operational Efficiency is the ability of an organization to produce desired results by minimizing wastage of
resources. It covers various aspects such as time, cost, and labor. For example, through the implementation of
automation or lean management processes, organizations can reduce production time and labor costs, which in
turn increases efficiency.

Organizational Effectiveness refers to the ability of an organization to achieve its strategic goals. It focuses more
on achieving desired outcomes, such as increased market share, product innovation, or improved customer
service quality. An effective organization is one that is able to achieve the expected results or exceed the set
targets (Brewster, Gooderham and Mayrhofer, 2016).

Efficiency and Effectiveness Linkage

Studies show that operational efficiency has a direct impact on organizational effectiveness. When an
organization works efficiently, it is able to make better use of existing resources, thus enabling faster and higher
quality achievement of goals. For example, companies that can save on operational costs through efficiency can
often allocate more resources to strategic activities that improve effectiveness, such as new product development
or more aggressive marketing.

However, efficiency and effectiveness are not mutually exclusive. An organization that is highly efficient, but
ineffective in achieving its strategic goals, will not survive long in a competitive market. Conversely,
organizations that focus only on effectiveness without paying attention to efficiency will face problems such as
wasted resources, high operating costs, and thin profit margins.

The relationship between efficiency and effectiveness can be described as follows:

1. Efficiency improves short-term effectiveness: For example, when companies improve production
processes and reduce product manufacturing time, they are able to fulfill customer demand faster, which
increases customer satisfaction and market share. This is an example of how operational efficiency
supports organizational effectiveness in the short term.

2. Effectiveness affects long-term efficiency: Organizations that are effective in achieving strategic goals,
such as product innovation or improved customer service, tend to create sustainable competitive
advantages. Successful innovation and customer satisfaction can create long-term efficiency through
scaling up operations or developing better technologies.

Holistic and Integrated HR Management Approach

To maximize the link between efficiency and effectiveness, organizations need a holistic and integrated
approach to HR management. This means that every aspect of HR management, such as recruitment, training,
performance appraisal, and career development, must work together synergistically to support efficiency and
effectiveness goals (Sparrow, Brewster and Chung, 2016).

1. Proper Recruitment and Selection: The selection of employees that match the needs of the organization
is the foundation of efficiency and effectiveness. Goodrecruitment strategies ensure that the organization
hires people who have the required skills and abilities, thus minimizing training and adaptation time,
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which increases efficiency. The right employees also contribute significantly to the achievement of
organizational goals, increasing effectiveness.

2. Employee Development: Employee training and development enables skill enhancement which directly
increases efficiency through better productivity and improved work quality. In addition, training that
focuses on strategic skills development supports organizational effectiveness by ensuring employees
can adapt to changing technology and market dynamics.

3. Performance Evaluation and Incentives: A good performance evaluation system provides relevant
feedback to employees to continuously improve their efficiency at work. A well-designed incentive
system can also motivate employees to work more efficiently and, at the same time, encourage them to
achieve greater goals, thereby improving overall organizational effectiveness.

4. Application of Technology in HR: Digital technologies, such as Human Resource Information System
(HRIS), allow organizations to automate various HR administrative tasks, which increases efficiency.
These technologies also provide data analytics that can be used by HR management to identify
performance trends, formulate development strategies, and support strategic decision-making that
improves effectiveness.

The notions of efficiency and effectiveness are inextricably linked in the context of organizational performance.
Human resource management assumes a pivotal position in the realization of this interconnection, whereby
integrated strategies, such as optimal recruitment, employee development, performance assessment, and
technology integration, facilitate the convergence of these two concepts. By harmonizing efficiency and
effectiveness, organizations can enhance their performance in both the short and long term, while simultaneously
retaining a competitive advantage in the global market (Brewster and Brookes, 2024).

Discussion

The role of Human Resources (HR) management is critical in optimizing the use of resources and increasing
employee productivity, which in turn drives organizational efficiency. Resource optimization means that the
organization utilizes its manpower, technology, time, and other assets effectively and efficiently. HR
management plays a role in ensuring that employees are not only placed in positions that match their skills, but
also work using the most efficient tools, techniques, and methods.

Increased employee productivity can be achieved through several mechanisms, including:

1. Proper recruitment and selection: HR management ensures that the organization recruits individuals
who have the skills, knowledge, and attitudes that match the needs of the organization. In this way, HR
can help minimize the time spent on unnecessary additional training and improve productivity right
from the start.

2. Time and task management: HR management is also responsible for effectively managing employee
workloads. This includes proper allocation of tasks, use of technology that speeds up processes, as well
as implementation of performance measurement systems that ensure employees stay focused on the
organization's main goals.

3. Incentives and rewards: Providing incentives to employees who perform well can increase motivation
and encourage other employees to increase their productivity. These incentives can be in the form of
bonuses, awards, or better career opportunities.

By utilizing these strategies, HR management can help improve the operational efficiency of the company in a
significant way.

Organizational effectiveness is measured based on the extent to which organizational goals are achieved. HR
management plays an important role in formulating clear goals that can be understood and internalized by all
levels of the organization. Without clear goals, employees may experience confusion or conflict in determining
their work priorities, which hinders organizational effectiveness.

Clear goal setting is done through the SMART (Specific, Measurable, Achievable, Relevant, Time-bound)
approach, which allows employees to know exactly what is expected of them. These structured objectives can
also be the basis for HR management in designing relevant training and development for employees.

In addition, HR management should create a conducive work culture, which encourages collaboration,
innovation and open communication. A healthy work culture increases employee engagement, which directly
affects productivity and innovation in the workplace. In a conducive culture, employees feel valued, supported,
and are more likely to participate in achieving organizational goals. HR management can build a positive culture
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by implementing company values, promoting a strong work ethic, and ensuring a balance between
professionalism and employee well-being.
HR management is also responsible for providing ongoing training and development for employees. This is an
important aspect in improving individual and team performance, as well as in achieving organizational
efficiency and effectiveness. Training enables employees to continuously develop new skills and improve their
capabilities, so they can work more efficiently and better respond to the needs of the organization.
Targeted training focuses on:
1. Technical skills improvement: Employees are taught new skills or more effective working methods,
such as the use of the latest technology that can speed up work processes.
2. Soft skills development: Good communication, leadership and collaboration skills are essential to
support the effectiveness of teamwork and the organization as a whole.
Career development is also important as it provides opportunities for employees to grow within the organization,
which increases job satisfaction and reduces turnover. Through a good training and development strategy, HR
ensures that employees remain motivated and empowered, ultimately maintaining a balance between efficiency
and effectiveness.
Job satisfaction and employee motivation are key elements that influence organizational effectiveness.
Employees who are satisfied with their jobs are more likely to stay motivated and engaged in their work, leading
to increased productivity, creativity and innovation. Job satisfaction is related to a variety of factors, including
the work environment, recognition of achievements, growth opportunities, and fair compensation.
HR management plays an important role in creating a work environment that supports this job satisfaction
through:
1. Rewards and recognition: Formal and informal recognition of employees' good performance can
increase their motivation and satisfaction.
2. Development opportunities: Providing opportunities for employees to continue to develop and advance
their careers is also one of the main factors affecting job satisfaction.
Motivation is the force that drives employees to work towards achieving organizational goals. Motivation
theories such as Herzberg's Two-Factor Theory and Maslow's Needs Theory suggest that employees are
motivated by a combination of intrinsic factors (e.g., recognition, achievement) and extrinsic factors (e.g., pay,
working conditions). HR management must be able to identify employee needs and create policies and reward
systems that meet those needs, thereby creating sustainable motivation.
High motivation and job satisfaction have a direct impact on overall organizational effectiveness, as motivated
employees tend to be more productive, more creative, and more committed to achieving organizational goals.

CONCLUSIONS

The findings of the study indicate that HR management plays a pivotal role in enhancing organizational
efficiency and effectiveness. Effective recruitment, ongoing training, and well-designed employee development
strategies are crucial elements that contribute to improved organizational performance. Consequently, it is
essential for organizations to align HR management with their organizational strategy to achieve optimal
outcomes. It is anticipated that this research will provide insight for human resources (HR) managers and
business practitioners, enabling a deeper comprehension of the significance of HR management in enhancing
organizational efficiency and effectiveness. Furthermore, additional research is recommended to investigate the
interrelationship between external factors, such as technology and social change, and HR management.
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