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Abstract
This paper investigates the link between HRM practices, talent

management (TM), and firm performance and examines the role of

HRM/business strategy alignment in an emerging market context.

Through survey evidence gathered from 198 respondent firms, this

study shows that TM, when focused on a series of practices aimed

at developing workforce networks and social capital, is a key

transmission mechanism mediating the relationship between HRM

and firm performance. HRM strategy and business strategy

alignment increases these performance impacts but is not an

essential component in the HRM‐TM‐performance link.
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1 | INTRODUCTION

The employment context is changing as organisations face demographic and economic pressures, the increasing mobil-

ity of human capital through globalisation, and a greater shift towards knowledge‐based economies (Beechler &

Woodward, 2009; Guthridge, Komm, & Lawson, 2008). Organisational success now depends on sustaining business

through people (Boudreau & Ramstad, 2005), and as globalisation intensifies, so too does the need for talent. A

premium is placed on the process of talent management (TM) as organisations position themselves as employers of

choice, developing strong employer brands and a defined value proposition through their TM systems (Martin &Cerdin,

2014; Schuler, 2015; Sparrow&Makram, 2015). TM involves sourcing the right talent, developing a flexible talent base

and meeting the demands of different psychological contracts, marshalling effective strategy, and managing risk

(Sparrow, Hird, & Balain, 2011; Sparrow, Scullion, & Tarique, 2014). The issues of managing talent are universal but

aremore acute in emerging market economies (Doh, Smith, Stumpf, & Tymon, 2014; Pelster, Schwartz, Rizzo, Valenzuela,

& VanDer Vyer, 2013) where talent shortages highlight a pressing need for organisations to adopt strategic approaches to

TM. Yet many organisations still consider talent a short‐term concern (Guthridge et al., 2008), and scholarly research sug-

gests a disconnect betweenTM and organisational strategy (Al Ariss, Cascio, & Paauwe, 2014; Chadee & Raman, 2012).
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Scholarly interest inTM is increasing (Meyers & van Woerkom, 2014; Nijs, Gallardo‐Gallardo, Dries, & Sels, 2014;

Tatoglu, Glaister, & Demirbag, 2016). Despite this, only one third of scholarly output is empirical in nature

(Thunnissen, Boselie, & Fruytier, 2013) and research is lagging behind practice (Dries, 2013). More needs to be done

to understand the alignment between human resource management (HRM), TM, and firm performance. This phenom-

enon is best studied in a context whereTM is likely to have an impact, specifically in an emerging market, in which the

linkages, if they exist, are more likely to be detected because of the heightened relevance of TM fuelled by growing

industrial capacity, consumer markets, and earning potential (Doh et al., 2014; Harvey & Groutsis, 2015).

This paper examines the link between HRM practices, TM, and firm performance and the role of HRM/business

strategy alignment. The contribution of this paper is threefold: First, it contributes to an understanding of how TM

operates as a transmission mechanism by combining the resource‐based view (RBV) with dynamic capabilities.

Research examining the relationship between HRM, TM, and firm performance has been largely absent in the litera-

ture. Second, to the best of our knowledge, it is the first to test the centrality of the HRM function to the HRM‐TM‐

performance link. Third, it identifies the TM practices that impact performance in an emerging market context.

The paper is structured as follows: The relationship between HRM and firm performance is examined using RBV

to explain how resource characteristics create advantage. Dynamic capabilities are introduced to explain how TM

operates as a transmission mechanism, mediating the HRM‐performance link. The role of the HRM function in

HRM‐business strategy alignment is examined alongside its struggle for legitimacy within the organisation. Each of

these areas frames a set of hypotheses that are presented throughout. An examination of the research methods is

then followed by a discussion and conclusion. A series of implications for practitioners, study limitations, and possible

avenues for further research are presented.
2 | HRM AND TM AS A TRANSMISSION MECHANISM

HRM focuses on each of an organisation's employees, whereas TM focuses on an exclusive set of pools, people,

positions, or practices that add the most value to the firm (Sparrow et al., 2014; Tarique & Schuler, 2014). TM

considers the contextual value and differential contributions of key actors within the organisation (De Vos & Dries,

2013; Glaister, Liu, Sahadev, & Gomes, 2014; Linden & Teece, 2014) and develops “an advanced” and “sophisticated”

set of supporting HRM policies and practices (Sparrow et al., 2014, p. 51) to sustain maximum value. As such, TM is a

key transmission mechanism (Chowhan, 2016) through which HRM practices interact to affect organisational

performance.

The high‐performance work system (HPWS) consists of various bundles of HRM practices, and much of the

research in this area suggests that these systems contribute positively to organisational performance (Boselie, Dietz,

& Boon, 2005). There is little agreement on what constitutes a definable bundle, but these can be disaggregated into

skill enhancing (training), motivation enhancing (rewards) and opportunity‐enhancing practices (work design) (Chuang,

Jackson, & Jiang, 2016; Demirbag, Tatoglu, & Wilkinson, 2016; Jiang, Lepak, Hu, & Baer, 2012; Lepak, Liao, Chung, &

Harden, 2006). This study uses the HRM practices employed in Tatoglu et al.'s (2016) study of an emerging market

context and includes training and development, recruitment and selection, performance appraisal, and workforce

planning. Such bundles do not work in isolation but are part of a synergistic system combining internally while flexing

to the external environment (Foss, Pedersen, Fosgaard, & Stea, 2015). The relationship between HRM and perfor-

mance is explained through RBV (Wright, Gardner, & Moynihan, 2003; Wright, Gardner, Moynihan, & Allen, 2005),

where organisations seek to maximise their internal resources through developing valuable, rare, inimitable, and

nonsubstitutable resources that are both socially complex and causally ambiguous (Barney, 1991; Barney & Wright,

1998). These characteristics depend upon management systems that are capable of exploiting value, but the HRM

practices themselves are not the “direct” source of competitive advantage (Fu et al., 2017, p. 330). Causality is prob-

lematic, and the mechanisms through which HRM impacts performance are varied (Wright et al., 2005; Keller &

Cappelli, 2014). The relationship between HRM and performance operates through a range of motivation‐related
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and human capital variables (Datta, Guthrie, & Wright, 2005; Mellahi, Demirbag, Collings, Tatoglu, & Hughes, 2013;

Sahadev & Demirbag, 2011). These variables include the creation of a suitable climate (Heffernan, Harney, Cafferkey,

& Dundon, 2016; Lepak et al., 2006; Lin, Sanders, Sun, Shipton, & Mooi, 2016), the development of similar cognitive

maps (Bowen & Ostroff, 2004; Ostroff & Bowen, 2016), the level of human capital (McMahan, Virick, & Wright, 1999;

Snell & Dean, 1992), employee attitudes and behaviours (Shantz, Alfes, & Arevshatian, 2016; Takeuchi, Lepak, Wang,

& Takeuchi, 2007), each resulting in the potential for greater commitment (Gong, Law, Chang, & Xin, 2009), lower

turnover (Wright et al., 2005), higher productivity and quality (MacDuffie, 1995), and better financial performance

(Huselid, 1995).

Thus, for resources to have any performance advantage, they need to be managed effectively to create value;

hence, organisations need to develop dynamic capabilities that alter the resource base and promote change (Helfat

et al., 2009). TM is a dynamic capability through which firms sense, seize, and change their skills, resources, and com-

petencies (Linden & Teece, 2014). According to Ambrosini and Bowman (2009), dynamic capabilities are focused on

the future and develop the most adequate resource base—their value is derived from their outputs. A bedrock of HRM

practices, applied to the whole workforce consist primarily of ordinary or zero‐order capabilities (Fainshmidt,

Pezeshkan, Frazier, Nair, & Markowski, 2016; Winter, 2003). These foundational capabilities merely enable the

organisation to function on a day‐to‐day basis (Helfat & Winter, 2011). However, they provide a stable platform on

which to develop dynamic capabilities, which then act as transmission mechanisms improving ordinary capabilities

and building a new sustainable resource base (Ambrosini & Bowman, 2009; Schilke, 2014; Teece, 2014). Thus, TM

can be viewed as a transmission mechanism that enables organisations to constantly change (Rindova & Kotha,

2001). Indeed, Fainshmidt et al. (2016) and Weerawardena, Mort, Liesch, and Knight (2007) suggest that dynamic

capabilities in emerging markets yield superior benefits as they tend to be rare and can confer more value in turbulent

economic conditions. This leads to the following research hypothesis:
Hypothesis 1. A foundation of HRM practices (that includes training and development, recruitment and

selection, performance appraisal, and workforce planning) is positively related to TM practices.
Measures of firm performance in HRM research have been contentious and varied, and studies have measured a

range of financial, organisational, and HRM‐related outcomes. These have included sales and profit per employee

(Guest, Michie, Conway, & Sheehan, 2003; Kim & Ployhart, 2014); innovation, labour turnover, and social climate

(Ait Razouk, 2011; Batt, 2002; Sheehan, 2014); return on assets and sales growth (Snell & Youndt, 1995); Tobins Q

and firm survival (Welbourne & Andrews, 1996); productivity, shrinkage, and machine efficiency (Wright et al.,

2005; Youndt, Snell, Dean, & Lepak, 1996); and a range of perceptual and attitudinal measures including job

satisfaction, commitment and trust in management, stress levels, and work intensification (Hoque, 1999; Ramsay,

Scholarios, & Harley, 2000; Tsui, Pearce, Porter, & Tripoli, 1997; Whitener, 1990). This range of subjective and

objective measures increase the difficulties of locating HRM/performance research within a theoretical framework

(Boselie et al., 2005). Yet, despite the diverse nature of these outcomes and the range of methodological issues

inherent within the area of research, Paauwe, Guest, and Wright (2013) conclude that there is indeed a positive

association between HRM and varied measures of performance. This study uses a subjective assessment of firm

performance in relation to other firms in the same industry over the past 3 years.

By viewingTM as a dynamic capability, it is possible to begin to explain how TM mediates the HRM‐performance

link and alters the firm's resource base specifically through the way in which TM develops social capital—promoting

cooperation and knowledge sharing, which impacts collaboration across the value chain (Anand, Gardner, & Morris,

2007; Gardner, Gino, & Staats, 2012). Researching top management teams, Collins and Clark (2003) suggest that

networks impact performance through social capital and that HRM practices are correlated with the size and strength

of network ties. Such ties break existing mental models, reduce perceptions of environmental complexity, and increase

information access to improve decision making (Peng & Luo, 2000). Social capital is central to sustainably leveraging

resources, increasing the absorptive capacity of the organisation and protecting knowledge investment (Florin,

Lubatkin, & Schulze, 2003; Soo, Tian, Teo, & Cordery, 2017; Youndt & Snell, 2004). It creates greater cohesion and
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trust and a supportive organisational culture (Adler & Kwon, 2002). Through an appreciation of TM systems that

develop social capital, it is possible to understand the caution against the individual transfer of talented employees

(Groysberg, 2012; Groysberg, McLean, & Nohria, 2006) and the centrality that TM has in establishing value

congruence (Huang & Tansley, 2012; Mellahi & Collings, 2010).

The TM practices adopted in this study include, inter alia, special tasks to stimulate learning, project teams,

networking, project working, international assignments, international project teams, internal and external

secondment, job rotation, coaching, and mentoring. Each are opportunity‐enhancing practices, vital in empowering

and motivating employees and increasing network intimacy (Jiang et al., 2012; Lepak et al., 2006; Youndt & Snell,

2004). These practices foster collaboration and team work and provide a stimulating work environment that

encourages knowledge sharing and enhances the intensity of social interaction (Chuang et al., 2016; Collins & Smith,

2006; Kaše, Paauwe, & Zupan, 2009; Soo et al., 2017). They are a feature of a specific horizontal work design that can

promote network flexibility and adaptability across different units (Kaše et al., 2009; Mäkelä & Brewster, 2009). TM

that incorporates these practices enables changes to be made to the composition of the network. Thus, we contend

that social capital enhancing TM practices are necessary and explain the relationship between HRM and firm

performance leading to the following hypotheses:
Hypothesis 2. TM that focuses on social capital building practices is positively related to firm

performance.

Hypothesis 3. TM that focuses on social capital building practices mediates the relationship between

HRM and firm performance.
Scholars attest to the significance of the alignment between HRM and firms' strategy (Lepak, Taylor, Tekleab,

Marrone, & Cohen, 2007; Martell & Carroll, 1995; Rose & Kumar, 2006), and firms are urged to establish a clear link

between these and their TM strategies (Garavan, 2012; Schuler, 2015; Tarique & Schuler, 2014). In aligning business,

HRM and TM strategies, firms are more likely to achieve employee behaviours and outcomes commensurate with

strategic success (Jiang, Takeuchi, & Lepak, 2013), signalling the overall importance of TM within the organisation

(Garavan, 2012; Garrow & Hirsh, 2008; Minbaeva & Collings, 2013). Indeed, business strategy and strategic imple-

mentation moderates the relationship between HRM and performance (Michie & Sheehan, 2005; Peña & Villasalero,

2010; Takeuchi, 2009), therefore highlighting the role of organisational capital—the databases, structures, systems, and

culture of the organisation—each “central in developing a firm's strategic capability” (Kang & Snell, 2009, Fu et al.,

2017, p. 342). The HRM function forms a central part of this system in designing, implementing, reviewing, and

institutionalising the HRM practices that form a bedrock and those that constituteTM (Soo et al., 2017; Youndt & Snell,

2004). They ensure consistent messages that improve the effectiveness of communication and ultimately strengthen the

organisation's culture (Connelly, Certo, Ireland, & Reutzel, 2011). This consistency suggests that HRM is part of a cohesive

and structured work environment. Lockett, Thompson, and Morgenstern (2009) posit that managers fail to understand

the potential of the resources at their disposal, therefore emphasising the centrality of HRM expertise and their role in

resource optimisation to further the strategic goals of the organisation (Jeong & Choi, 2016).

The involvement of the HRM function is viewed as a critical opportunity to contribute to an organisation's

success, aligning HRM and business strategy to develop a corresponding set of TM practices and metrics (Minbaeva

& Collings, 2013; Schuler, 2015). Thus, it is assumed that the HRM function is considered a partner to the business

(Lawler & Boudreau, 2009; Tarique & Schuler, 2014) and is capable of “managing” organisational cultures and supply-

ing leadership and technical talent across the organisation (Garavan, 2012; Tansley & Tietze, 2013). Powerful HRM

functions (in this study, variables that test HRM strategy‐business strategy alignment) are those that have board level

representation, form part of the top team and are involved in the strategic decision making of the organisation and are

taken seriously (Gooderham, Morley, Parry, & Stavrou, 2015; Lawler, 2009; Sheehan, De Cieri, Cooper, & Brooks,

2014). Yet TM is viewed as the remit of the senior management team (Fernandez‐Araoz, Groysberg, & Nohria,

2011), and HRM as a function has struggled with its image and is often excluded from decision making, playing only
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a secondary role in cultural integration (Björkman & Soderberg, 2006; Lawler & Mohrman, 2003). It is hampered by

the increasing fragmentation of HRM responsibilities, eroding stakeholder perceptions of its professionalism, status,

credibility, and knowledge (Caldwell, 2003). Indeed, there is doubt as to whether TM requires an integrated HRM

function—leaders question the ability of the HRM function to seize the strategic centrality of TM and the HRM func-

tion questions its own ability to tackle TM challenges (Guthridge et al., 2008; Schuler, Jackson, & Tarique, 2011;

Tansley & Tietze, 2013). Instead, the process itself tends to be owned by line managers (Garrow & Hirsh, 2008),

but more importantly, within the emerging market context, there is doubt as to whether HRM as a function is suffi-

ciently developed enough to engage in strategic level discussions on TM (Vaiman & Holden, 2011).

The influence of HRM and its systems may become obsolete in the presence of strong and empowering

leadership (Chuang et al., 2016). Thus, the contested nature of the HRM function and the propensity for senior

managers to bypass the HRM function suggest that HRM strategy and business strategy alignment, that is, the extent

to which HRM is taken seriously, forms part of the top team, is at the forefront of shaping business strategy, may not

be a “necessary” condition for the link between HRM and TM practice and subsequent performance impacts.

However, as the expertise of the HRM function is required, we suggest a moderating role for HRM strategy and

business strategy alignment. This leads to the following hypotheses:
FIGURE
Hypothesis 4. HRM strategy and business strategy alignment moderates the relationship between HRM

practices and TM practices.

Hypothesis 5. HRM strategy and business strategy alignment moderates the relationship between TM

practices and firm performance.
Our conceptual model along with hypothesised relationships is shown in Figure 1.
3 | METHODOLOGY

3.1 | Sample and data collection

The sampling frame for firms inTurkey was drawn from the website of TOBB (The Union of Chambers of Commerce,

Industry, Maritime Trade and Commodity Exchanges of Turkey, available at http://www.tobb.org.tr), which provides

an industrial database containing over 40,000 firms. Within this sample frame, small companies of fewer than 50

employees were excluded. This did not undermine the study as these companies are likely to be managed

entrepreneurially with no recognisable HRM system. Through a random sampling selection procedure, 800 firms were

generated and constituted the sampling frame for the study.
1 Conceptual framework. TM = talent management

http://www.tobb.org.tr
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A questionnaire, originally developed in English, was translated intoTurkish and then retranslated into English by

a second party to ensure accuracy in translation. This process of “back translation” is useful in identifying misinterpre-

tations and misunderstandings. To ensure the reliability of the translation, two bilingual translators were used in

tandem to compare the back translated English and Turkish versions of the questionnaire and make any necessary

changes. A Turkish version of the questionnaire and a covering letter were posted to the general manager of each

subsidiary and indigenous firm along with a cover letter requesting that the general manager or his/her senior

executive in charge of HRM should complete it. After one reminder, 211 questionnaires were returned, of which

198 were usable (an effective response rate of 24.75%). The response rate was satisfactory, given the nature of

the questionnaire and the type of potential respondent.

A test for nonresponse bias for the mail survey for each group of sample firms was conducted by comparing the

first wave of survey responses to the last wave of survey responses (Armstrong & Overton, 1977). Nearly 50% of the

surveys were randomly selected for each of the first and last waves of questionnaires received, and t tests were per-

formed on the scores across groups. The test results indicated no significant difference in the responses between

early and late respondents (p > .1) for any of the variables used in this study. For each sample, chi‐square tests were

also used to compare the respondent firms with nonrespondent firms across the main characteristics of the sample

such as industry type, firm size, and geographical location and again showed no systematic relationships (p > .1).

Hence, no response bias was evident.

The characteristics of the respondent firms are summarised in Table 1.
3.2 | Measurement of variables

The measures used to capture data for the empirical analyses were drawn from formerly implemented questionnaires

used earlier by Lewis (2009)—the Chartered Institute of Personnel and Development (CIPD; 2012) and the CRANET

survey (Cranfield University, 2003).

“Firm performance” was treated as the dependent variable and was measured using a subjective assessment of

firm performance in relation to other firms in the same industry over the past 3 years. Relying on 5‐point scales
TABLE 1 Characteristics of respondent firms

Characteristics Number %

Respondent position Upper level (e.g., chairman/CEO, board member, and deputy general manager) 82 41.4
Medium level (department head and director) 116 58.6

Functional area General management 69 34.9
HRM 114 57.5
Administration 15 7.6

Industry sector Industrial, automotive, and electrical equipment 23 11.6
Textile and apparel 22 11.1
Food, beverage and paper 16 8.1
Metal, wood, leather, and glass 18 9.1
Chemical and pharmaceuticals 10 5.1
Other manufacturing 19 9.6
Wholesale and retail trade 20 10.1
Computer and engineering services 11 5.6
Financial services and consultancy 21 10.6
Hospitality and leisure services 14 7.0
Other services 24 12.1

Number of employees Less than 250 73 36.9
251–500 40 20.2
501–1000 33 16.7
1001–5000 36 18.2
More than 5000 16 8.0

Years of operation Mean 28.97

N 198
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(1 = “a lot below average” to 5 = “a lot better than average”), our performance construct is composed of two items

measuring firm's profit growth and profit margin. Wall et al. (2004) confirm that objective and subjective measures

of company financial performance were positively correlated. Subjective measures of firm performance have been

used extensively in empirical studies by several researchers (Collings, Demirbag, Mellahi, & Tatoglu, 2010; Demirbag,

Collings, Tatoglu, Mellahi, & Wood, 2014; Glaister & Buckley, 1999).

The implementation level of “HRM practices” was captured by 10 HRM practices used earlier by Tatoglu et al.

(2016). Relying on 5‐point scale items (1 = “never used” to 5 = “used very extensively”), the relative use of HRM

practices was measured by asking respondents to assess the level of use of various HRM practices ranging from

training and development to recruitment and selection and performance appraisal.

The relative use of “TM practices” was measured through 15 TM practices developed by the CIPD. Again, using

5‐point scales (1 = “never used” to 5 = “used very extensively”), respondents were asked to identify the extent of use of

each TM practice for career development of managers in their firms.

The extent of “HRM‐strategy alignment” was assessed through seven items. On the basis of 5‐point scales

(1 = “not at all” to 5 = “very much”), this construct was measured by asking respondents to identify to what extent

HRM strategy endorses the firm's business strategy and also to assess the relative importance of the HRM

department's role and involvement in serving the firm's strategic priorities. These seven items are as follows: (a)

HRM strategies are aligned to business need; (b) the HRM department supports the business strategy of the organi-

sation; (c) the HRM department is at the forefront of shaping the strategic direction of the business; (d) the HRM

department is considered a partner in the management of the business and an agent for change; (e) the HRM depart-

ment is involved in the strategic planning process; (f) the HRM department is taken seriously by the senior manage-

ment team of organisation; and (g) the HRM department is growing in importance.

Firm‐specific effects were captured by the following two control variables that included subsidiary size and age.

“Subsidiary size” was measured by five size categories determined by the number of employees, as shown in

Table 1. An ordinal variable was created that takes the value from 1 to 5 to represent each category.

“Subsidiary age” was measured using the logarithm of the total number of years elapsed since the establishment

of subsidiary.
3.3 | Common method bias

The data for independent and dependent variables of the study were collected from the same source, as such the

items of the constructs were assessed for the existence of common method bias (CMB). We implemented the

following design‐related steps to reduce potential CMB. First, we prequalified the potential respondents to ensure

that they have relevant knowledge of the research subject. Second, we informed all respondents that their responses

were kept anonymous. Finally, we placed independent and dependent variables and constructs distant to each other

and randomised items within each construct.

Moreover, CMB was tested through two separate statistical analyses. First, Harman's single factor test was used

to see if most the variance can be explained by a single factor (Podsakoff & Organ, 1986). For this, we constrained the

number of factors extracted in the exploratory factor analysis (EFA) to be one rather than extracting through

eigenvalues. Because the single factor result did not account for most of the variance in the variables of the study,

CMB is not an issue for the current study. To validate this result, a common latent factor (CLF) test was also con-

ducted. First, two confirmatory factor analysis (CFA) models were constructed in such a way that in one of them all

the observed variables could load onto their theoretical latent factors; while in the other they were also allowed to

load to a single unmeasured latent common factor. These were compared to assess the presence of CMB (Podsakoff,

MacKenzie, Lee, & Podsakoff, 2003). When the CLF test was applied, this resulted in a slightly better model fit of the

theoretical measurement model (χ2 = 198.88, df = 113, CFI = 0.95,) in comparison to the CLF model (χ2 = 198.82,

df = 112). CMB was not a pervasive problem in the current study.
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3.4 | Reliability and validity of measures

In order to assess the psychometric properties of the constructs, first, EFA with principal component extraction and

varimax rotation method was conducted. This initial stage was followed by the evaluation of the reliabilities of the

scale items to determine the degree to which the scales of the study are free from error as well as internally consis-

tent. In line with previous literature, the scale items that have less than 0.50 corrected item‐total correlations and/or

do not substantially contribute to the coefficient alpha of the construct were deleted (Netemeyer, Bearden, & Sharma,

2003). The subsequent factor analyses revealed one‐factor solutions except for HRM practices and TM practices

constructs. The EFAs conducted for HRM practices and TM practices both produced four‐factor solutions that are

displayed in Tables 2 and 3, respectively.

The reliability of each scale was examined by computing their Cronbach's alpha coefficients. As shown inTable 4,

the Cronbach's alpha values of the study's constructs ranged between 0.94 and 0.63, exhibiting a satisfactory level of

internal consistency (Hair, Black, Babin, & Anderson, 2010).
4 | ANALYSIS AND RESULTS

The data analysis was undertaken in three main steps: First, an EFA was conducted to extract the study's constructs;

second, the measurement model for each construct was tested using CFA in order to determine if the extracted

dimensions through EFA analysis offered a good fit to the data of the study; and finally, the relationships among

the study's constructs as hypothesised in the conceptual framework were analysed through a structural equation

modelling (SEM) procedure.

Table 5 shows the means, standard deviations, and correlations for the constructs of the model. The diagonal

elements of the correlation matrix shown in Table 5 are the square root of the average variance extracted. In order

to assess the discriminant validity of constructs, the square root of the average variance extracted for each construct,

shown as the diagonal element of the matrix in Table 5, should be greater than all other entries in the corresponding

row and column of which the diagonal element is a part (Fornell & Larcker, 1981). Our results meet this requirement,

attesting a satisfactory level of discriminant validity of the constructs used in the model.
TABLE 2 Factor analysis of HRM practices

Factors
Factor
loads

% Variance
explained

Cumulative
percent

Cronbach's
alpha

Factor 1: Training & development 23.63 23.63 0.85

Training needs analysis to understand future skill needs of the business 0.84

Career planning 0.80

Skills audit to understand the current skills base of the business 0.73

Factor 2: Recruitment & selection 21.62 45.25 0.82

Risk management 0.83

Role design 0.77

Job analysis 0.73

Factor 3: Workforce planning 18.09 63.34 0.88

Demand forecasting 0.90

Supply forecasting 0.86

Factor 4: Performance appraisal 17.56 80.90 0.83

Personality or attitude tests 0.89

Performance or competency tests 0.82

Note. K‐M‐O measure of sampling adequacy = 0.85; Barlett test of sphericity = 1,098.76; p < .000.



TABLE 3 Factor analysis of talent management practices

Factors Factor loads % Variance explained Cumulative percent Cronbach's alpha

Factor 1: Work‐based systems 30.49 30.49 0.92

Special tasks to stimulate learning 0.83

Project teams 0.82

Networking 0.80

In‐house development programmes 0.76

Cross disciplinary project working 0.75

Instructor‐led off the job training 0.74

Formal career plans 0.61

Factor 2: International assignments 20.02 50.51 0.95

Short term international assignments 0.87

Training in international operations 0.86

International project teams 0.85

Factor 3: Career portfolio building 14.69 65.20 0.79

Internal secondment 0.82

External secondment 0.71

Job rotation 0.69

Factor 4: HRM‐led systems 12.55 77.75 0.91

Coaching 0.82

Mentoring 0.79

K‐M‐O measure of sampling adequacy = 0.90; Barlett test of sphericity = 2,403.62; p < .000.

TABLE 4 Internal consistency of constructs

Construct Number of items Cronbach's alpha

Firm performance 2 0.63

HRM practices 10 0.89

TM practices 15 0.94

HRM‐strategy alignment 7 0.91

Note. TM = talent management.

TABLE 5 Descriptive statistics and correlations among constructsa

Construct Mean SDb 1 2 3 4 5 6

1. Firm performance 3.78 0.69 0.69

2. HRM practices 3.66 0.75 0.23* 0.72

3. TM practices 2.88 0.90 0.26* 0.56* 0.75

4. HRM‐strategy alignment 3.89 0.79 0.12 0.49* 0.29* 0.77

5. Firm age 28.97 29.9 0.08 0.01 0.06 −0.01 –

6. Firm size 2.38 1.36 0.21 0.12 0.21 0.27* 0.23* –

Note. TM = talent management.
aItalicised values on the diagonal are the square root of the AVE values.
bSD = standard deviation.

*p < .01.
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Before testing the hypotheses of the study through SEM, the psychometric properties of constructs in the

hypothesised model were also evaluated by conducting a CFA of the item covariance matrix, using the maximum like-

lihood estimation procedure in AMOS. In this measurement model, each item's loading is restricted to its a priori factor

and each factor is allowed to correlate with other factors. The main aim of CFA is to assess whether a given measure-

ment model is valid and has the best fit among possible alternative measurement models. The hypothesised measure-

ment model and the other two alternative models are shown in Table 6. Overall, the hypothesised measurement

model provides the best fit with the data (χ2 = 198.88, df = 113, CFI = 0.95, TLI = 0.94, RMSEA = 0.06, PCLOSE = 0.08)

as compared to the other two alternative models.

4.1 | Hypotheses testing

The structural relationships in the hypothesised model were tested using SEM in AMOS. In three subsequent steps,

the hypotheses of the study were examined through SEM analysis: First, to test the general path relationships in

the model, then to assess the mediation effect, and, last, to investigate the role of the moderator variable on the

hypothesised relationships. Control variables included firm size and age.

4.1.1 | Analyses for testing path relationships

Alternative models were tested to determine the optimal model on the basis of the data. In the hypothesised model,

TM practices have a mediation effect on the relationship between HRM practices and firm performance. As an

alternative model, we examined the direct effects of both HRM practices and TM practices on firm performance.

The comparisons of these structural models are shown in Table 7.

According to the model comparisons, the mediation model has better fit values than the alternative model. Thus,

the existence of the mediation effect is observed. In order to analyse the nature of the mediation effect of TM

practices between HRM practices and firm performance, the traditional causal steps approach advocated by Baron

and Kenny (1986) was used. The aim of this analysis was to have a more accurate explanation for the chain of
TABLE 6 Results of confirmatory factor analysis for study constructs

Model

Model fit indices fit indices Model differences

χ2 df CFI TLI RMSEA χ2 Δdf p Details

1. Hypothesised 4‐factor model 198.8 113 0.95 0.94 0.06

HRM practices, TM practices, HRM‐strategy alignment, and firm performance.

2. Alternative 3‐factor model 315.2 116 0.88 0.86 0.09 116.4 3 .001 Model 2 to1

HRM practices and TM practices are combined as one factor, HRM‐strategy alignment, and firm performance.

3. Alternative 2‐factor model 680.6 118 0.66 0.61 0.16 481.8 5 .001 Model 3 to1

HRM practices, TM practices, HRM ‐strategy alignment are combined as one factor, and firm performance.

Note. TM = talent management.

TABLE 7 Model comparisons for structural models

Model

Model fit indices fit indices

χ2 df CFI TLI RMSEA

Mediation model: model 58.8 33 0.96 0.95 0.06

TM practices mediate the relationship between HRM practices and firm performance.

Alternative model: 125.4 33 0.86 0.82 0.12

HRM practices and TM practices have direct effects on firm performance.

Note. TM = talent management.
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causation clarifying how or why an independent variable affects a dependent variable (Hair et al., 2010). After testing

the existence and nature of the mediation effect of TM practices, the significance of this effect was assessed through

the Sobel test: “An approximate significance test for the indirect effect of the independent variable on the dependent

variable via the mediator” (Baron & Kenny, 1986 p. 1177). The results are displayed in Table 8.

The results validating the mediation effect of TM practices indicate that the effect of HRM practices on firm

performance is fully contingent upon the mediation effect of TM practices, that is, HRM practices only become

effective on firm performance through its effect on TM practices. Accordingly, the final structural model and the

significant path relationships are shown in Figure 2.

Overall, the findings of the hypothesised model shown in Figure 2 and Table 9 indicate that firms' HRM

practices are positively related to TM practices (γ = 0.65, p < .01), providing support for H1. In line with

hypothesised path relationships, TM practices were positively associated with firm performance (γ = 0.37,

p < .01), which corroborates H2. Finally, we also confirmed H3 that TM practices fully mediate the relationship

between HRM practices and firm performance.
4.1.2 | Analyses for testing moderation effect

The hypothesised moderator effect of the construct HRM‐strategy alignment was evaluated following the SEM

methodology (Hair et al., 2010). First, existence of the measurement invariance across high and low groups of the

moderator variable was validated. To do this, the sample was divided into two groups along with high versus low level

of HRM‐strategy alignment variable by a median split procedure. Then χ2 difference was checked to compare the
TABLE 8 Mediation effect

Standardised parameter estimate

HRM practices → Firm performance 0.32**

HRM practices → TM practices 0.65**

TM practices → Firm performance 0.30*

HRM practices → (TM practices) → Firm performance 0.11

Note. Sobel test for: HRM practices → TM practices → Firm performance (1.93*).

Note. TM = talent management.

*p < .05;

**p < .01.

FIGURE 2 Results of SEM model. TM = talent management



TABLE 9 Parameter estimates

Hypothesised path
Nonstandardised parameter
estimate

Standardised parameter
estimate t value

H1: HRM practices → TM practices 0.78 0.65 7.38*

H2: TM practices → Firm performance 0.18 0.37 2.81*

Note. TM = talent management.

*p < .01.

TABLE 10 Moderation effect

Hypothesised path HRM practices → TM
practices (H4)

Hypothesised path TM practices → Firm
performance (H5)

Moderator Non‐std. estimate Non‐std. estimate

High alignment 0.83* 0.76*

Low alignment 0.21* 0.14

Note. TM = talent management.

*p < .01.
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model in which the hypothesised relationships were set to be equal across two groups with an unconstrained model in

which the hypothesised paths varied freely across the low and high groups. The results of this analysis supported the

existence of measurement model invariance across high and low HRM‐strategy alignment groups (χ2 = 8.204, df = 7,

p = .35, CFI = 0.96, TLI = 0.95, RMSEA = 0.04, PCLOSE = 0.67) with fit indices being within acceptable levels and

having an insignificant P value.

After validating measurement model invariance across two groups, moderation analysis was conducted in AMOS

by testing the moderating effect of HRM‐strategy alignment on the two hypothesised paths of the model of the

study; first on HRM practices and TM practices, and then on TM practices and firm performance relationships to

confirm hypotheses H4 and H5 respectively.

The results of the moderation analyses shown in Table 10 suggest that HRM‐strategy alignment moderates the

relationship between HRM practices and TM practices in such a way that HRM practices have a stronger positive

impact on TM practices for firms higher on HRM‐strategy alignment as compared to those who are lower on HRM‐

strategy alignment. Thus, H4 was supported. Moreover, for those firms higher on HRM‐strategy alignment, TM prac-

tices have a significant positive effect on firm performance whereas for the ones with lower HRM‐strategy alignment

this effect becomes insignificant. Therefore, H5 was also supported.
5 | DISCUSSION AND CONCLUSION

RBV and dynamic capabilities were used to examine the link between HRM practices, TM practices, and firm

performance and the moderating role of HRM and business strategy alignment within the context of an emerging

market. Using SEM, the research confirmed that (a) a foundation of HRM practices that includes training and

development, recruitment and selection, performance appraisal, and workforce planning is positively related to TM

practices; (b) TM that focuses on social capital building practices is positively related to firm performance; (c) TM that

focuses on social capital building practices mediates the relationship between HRM practice and firm performance; (d)

HRM strategy and business strategy alignment moderates the relationship between HRM practices and TM practices;

and (e) HRM strategy and business strategy alignment moderates the relationship between TM practices and firm

performance, such that the higher level of HRM‐strategy alignment increases the positive effect of TM practices upon

firm performance.
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The contribution of this paper is threefold. First, the research is novel in that, until now, research examining the link

between HRM practice, TM, and firm performance in an emerging market context through a combination of RBV and

dynamic capabilities has been absent in the literature. Second, by considering whether HRM as a function is central to

the organisation, the research adds to our understanding of the extent to which HRM integration is required for the

HRM‐TM‐performance link. Third, the research sheds some light on the type of TM practices that impact performance.

TM practices are more likely to exist where organisations have a developed set of HRM practices. This would

suggest that TM practices do not exist in isolation and to create a more focused set of practices, organisations require

a bedrock or a set of zero‐order capabilities for further refinement. Although each of the HRM practices formed a

significant part of the bundle, training and development, recruitment and selection, and performance appraisal were

stronger contributors. These areas are particularly important toTM because these directly impact the nature and level

of human capital within the organisation and help to manage workforce expectations. The need for flexibility within

the TM system (Banks & Kepes, 2015; Minbaeva & Collings, 2013) would also suggest that a platform of HRM

practices provides a safety net that sustains the required fluidity of the TM system as a whole. Those with HRM

expertise are also more likely to perceive the need for a suite of TM practices.

Each of the TM practices were associated with firm performance, but those with the strongest relationship

included special tasks to stimulate learning, project teams, networking, in‐house development programmes, cross‐

disciplinary working, formal career plans, coaching, and mentoring. The nature of these activities are dynamic,

unpredictable, are focused on personal and team growth but are combined with an individual plan for the future,

ensuring a sense of stability in the organisation. The extent to which these are central in predicting firm performance

will depend upon the nature and stability of the institutional environment; however, these represent opportunity‐

enhancing practices that change capabilities and constantly reconfigure the network of actors and how they interact

(Fainshmidt et al., 2016; Jiang et al., 2012; Kaše et al., 2009), thus sending signals to the employees about what the

organisation values (Martin & Cerdin, 2014). Thus, consistent with Collins and Clark (2003), TM practices centred

on network building effect firm performance. The design of TM practices and how these practices combine represent

a dynamic capability in keeping with the social complexity and causal ambiguity that is central to RBV (Barney &

Wright, 1998; Collins & Clark, 2003; Lado & Wilson, 1994).

This discussion implies that the organisation has a specialist function that is central to ensuring the alignment

between the HRM and TM architectures. It is logical to assume that the HRM function would play an important role

in ensuring the functioning of TM as a transmission mechanism. That HRM strategy‐business strategy alignment only

moderates the relationship between HRM practice and TM practice, and the relationship between TM practice and

firm performance is testament to the contested nature of the HRM function. HRM strategy‐business strategy

alignment is not a required condition for these interactions to occur, but the relationship between TM and

performance is strengthened where HRM is considered central to the organisation. This may work in the following

ways—HRM practice and TM practice might be better tailored to the needs of the business; HRM involvement at

senior levels promotes a stronger culture where a range of interests are considered; strategic integration of the

HRM function enables it to ensure brand consistency and alignment (Farndale, Scullion, & Sparrow, 2010). Some

authors suggest that TM is too important to be left to HRM managers and that human‐capital centric organisations

rarely consider their HRM function as being central to a discussion of TM (Fernandez‐Araoz et al., 2011; Linden &

Teece, 2014)—our findings partially corroborate this view, in that a strategically integrated HRM function is not

“essential” for the HRM‐TM‐performance link to work.

This paper has sought to explain the HRM‐TM‐performance link by incorporating RBV with dynamic capabilities

and viewing TM as a mechanism through which social capital can be accrued through a range of network‐configuring

practices. HRM practices themselves are not the source of competitive advantage (Fu et al., 2017), they form a

platform that shapes an interest in creating a more focused TM architecture. This is the apparatus that forms the

dynamic capability of the organisation—altering the resource base and promoting change (Augier & Teece, 2008;

Linden & Teece, 2014). Within an emerging market context, dynamic capabilities have the opportunity to yield signif-

icant returns as markets and therefore practices may be less developed and firms less able and inclined to mimic
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(Fainshmidt et al., 2016). TM practices that reinforce social ties promote cooperation and sharing through

collaboration yield superior performance gains. Much will depend upon the culture and norms of the institution,

and path dependence will play a crucial role in the choice of whether to deploy TM practice, and the motivational

emphasises of these practices (Bowman & Hird, 2014). However, a range of TM practices that reconfigure networks

and change the composition of these networks (Kaše et al., 2009) creates advantage through social complexity and

therefore, causal ambiguity.

5.1 | Implications for practice

Managers need to configure their HRM architecture through a bedrock of HRM practice that emphasises training and

development, recruitment and selection, performance and workforce planning. The latter implies that organisations

need to be proactive in the consideration of their human capital. With a developmental focus, these practices pave

the way for a set of more focused TM practices that seek to enhance the social capital within the workforce through

a range of activities that promote network development and knowledge sharing. Such practices may not be confined

to the focal organisation but can extend to the organisation's value chain by creating opportunities for secondments,

joint project teams, co‐location. Although HRM as a function may not be highly regarded or well developed, managers

need to be aware of the benefits of constructing an HRM team that has broader business interests and can formulate

suitable functional strategies that help the organisation achieve its targets. An integrated HRM function will enable

the organisation to leverage more performance gains via the HRM‐TM‐performance link and articulate aTM strategy

that encompasses a variety of stakeholder TM structures across the organisation, thus helping to embed relationships

and foster knowledge sharing and development.

5.2 | Limitations and further research

Establishing the importance of TM to firm performance and how TM connects to HRM practices and HRM strategy

and business alignment is an important contribution of this paper. However, this study suffers from the limitations

of any study of TM viewed through a positivist lens; it does not examine the way in which TM practices are

conceptualised, understood, and experienced. The use of managerial perceptions of firm performance introduces

biases and measurement error and further studies should deploy a range of hard and soft measures, involve multiple

informants and adopt a longitudinal approach to avoid CMB problems. In addition, the TM variables in the study are

aligned to the prescriptions of the CIPD and therefore Western notions of what should be considered TM. Further

studies should unpack how the meaning of TM shapes practice within a given context and who is responsible for

translating diverse culture‐bound conceptualisations of TM into practice.
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