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ABSTRACT

Strategic bundling of Human Resource Management (HRM)
practices among themselves works together as an entire HRM
system rather than individual HRM practices to achieve
organizational objectives. The bundles of HR practices sup-
port the effectiveness of one another assuming the effective-
ness of any practice depends on other practices in place. It is
said that the greater the total degree of bundling among the
various components of HRM policies and practices, the more
will be the organizational outcomes. Realizing these facts,
this study aimed to explore the level of strategic bundling
and examined the impact of such bundling on organizational
performance to the publicly listed companies of Nepal. This
empirical study is based on description and exploratory
design for which data collected through the questionnaire
based on 5-point liker scale. Total population of the study
at the time of data collection are 234 organizations publicly
listed in Stock Exchange of Nepal. Questionnaire is distrib-
uted to all organizations listed, response received from 105
organizations, as a unit of analysis, which is fairly good
response.

The study of strategic bundling of HRM practices perhaps the
first study in Nepal, found that only 32 percent organizations
have followed high bundling HR practices and these high
bundling organizations are significantly different with low
bundling organizations. Business organizations are trying to
practice being close association of HRM policies and prac-
tices within them except labor relation with employee par-
ticipation and business strategies. Supporting to the interna-
tional literature, strategic bundling of HRM practices among
themselves shows statistically significant effects on quality
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of product or services, labor productivity, financial perfor-
mance, employee satisfaction, rate of innovation, employee
commitment and market share.
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1. INTRODUCTION

It is common for a theorist to postulate relationship to
define strategic bundling using phrases such as matched
with, contingent upon, consistent with, internal fit, congru-
ence, strategic fit, horizontal integration, and co-alignment
(Venkatraman, 1989). HR practices are said to be bundled
when they occur mutually reinforcing synergistic sets
(Dyer and Holder, 1988). Effective management of human
resource ultimately support to achieve overall organiza-
tional performance (Prahalad, 1983; Pfeffer, 1994; Wright,
et al., 1994) creating strategic bundling among various HR
practices so that they complemented, rather than competed
with one another (Wright and McMahan, 1992). This stra-
tegic bundling concept helps to focus holistic approach of
HRM shifting from individual HRM practices to the entire
HRM system. Since traditional resources related to mar-
kets, financial capital, and scale economies have weakened
by globalization and other environmental changes (Reich,
1991; Ulrich and Lake, 1990), organizations can strategi-
cally utilize their human resources (HR) to accelerate their
success through fitting HR resource practices internally.

Researchers have taken different approaches to think-
ing about strategic bundling. Nadler and Tushman (1977)
defined it as the degree to which the needs, demands, goals,
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objectives, and/or structures of one component are con-
sistent with the needs, demands, goals, objectives, and/or
structures of another component. Burns and Stalker (1961)
suggested that organizational success is determined by how
well structure, technology human resources, and so forth,
both fit with and support each other. Leavitt (1965) stressed
the need to fit task, structure, technology, and people
together. Lawrence and Lorse (1967) discussed the need for
a balance between differentiation and integration of internal
organizational components. Waterman et al. (1980) identi-
fied seven organizational components that must be managed
in order to fit and support each other. Other authors have
hypothesized clusters of HR practices based on strategy
type (Schuler and Jackson, 1987; Wright and Snell, 1991),
employment relationship (Lepak and Snell, 1999) or inter-
nal career ladder (Delery and Doty, 1996). Each of these
efforts attempted to develop typologies of HR practices that
should fit with each other and similar notion can be applied
to human resource management, which must fit with and
support each other HR practices.

The idea of strategic bundling deals with whether the
practices used by an organization fit into a coherent system
or ‘bundle’ (Delery and Doty, 1996; MacDuffie, 1995) of
practices that enhance and support the effectiveness of one
another. Baird and Meshoulam (1988) described the com-
plementarities as internal fit. Their primary proposition was
that firm performance would be enhanced to the degree
that firms adopt human resource management practices that
complement and support each other. The works of Lorsch
and Allen, (1973); Lorsch and Morse, (1974) empirically
supported the hypothesis that the better the fit among struc-
ture, task, people, and administrative processes, the higher
the organizational performance. Galbraith (1977) built on
Lorsch’s work and proposed a fit among five internal com-
ponents: task, structure, information and decision making
processes, reward systems, and people.

2. LITERATURE REVIEW

2.1. STRATEGIC BUNDLING OF HIGH PERFOR-
MANCE WORK PRACTICES

High performance work practices (HPWP) involves
designing and implementing a set of internally consistent
policies and practices related to human resource manage-
ment that ultimately contributes to the achievement of its
business objectives (Jackson and Schuler, 1995). It is also
called best practices that promote attachment and commit-
ment on the part of employees, which provide incentives to
go to meet performance expectations. It enhances the acqui-
sition, development, and retention of high quality employ-
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ees, which ultimately promote organizational effectiveness.
It is said that high performance HRM strategies give work-
ers the autonomy and discretion required to react to chang-
ing circumstances without first obtaining permission from
higher management (Huselid, 1995). Various authors sup-
port Huselid’s point of view and argue that it may enhance,
reinforce, and sustain both the competence and commitment
of employees, which is essential for competitive advantage
in today’s turbulent business environments (Ulrich, 1998).
It also puts firms in a position to create knowledge and
opportunities that makes organizations more dynamic, flex-
ible and agile that adopt to the changing environment.

One of the key discussions in HRM is the distinction
between high performance work practices and best-fit
approaches. With some others, Pfeffer (1994) said that there
are universalistic best practices in HRM-called high per-
formance work practices (HPWP), others argued that there
are only best-fit practices (Wood, 1999), explaining that the
effect of HR practices depends on the specific context. In
contrast to a somewhat logical best-fit approach, the empiri-
cal evidence supports the high performance work practice
approach (Delery and Doty, 1996). Boxall and Purcell
(2000) argued that both streams-best practice and best fit
might be right each in their own way. Critically analyzing
the two streams, they urged that some basic principles like
employee development, employee involvement and high
rewards are universally successful, but the actual design of
HR practices depends to some degree on unique organiza-
tional context.

Coherence is achieved by developing a mutually rein-
forcing set of employment policies and programs that
jointly contribute to the achievement of competitive advan-
tage matching resources with organizational strategies,
needs, and expected performance (Armstrong, 2001). Such
internally consistent bundles of HR practices contribute
to organizational effectiveness. It is more effective than
their individual components not only at enhancing labor
productivity but also at controlling employee turnover and
improving product quality. The presence of complementary
HR practices support to introduce new work practices and
produce incremental improvement in performance (Reeves
and Dyer, 1995; Pil and MacDuffie, 1996). It postulates that
when some HR practices are found together, the pay-offs
will be greater than the sum of those from their individual
elements. Barney (1995) argued that individual practices
have limited ability to generate competitive advantage in
isolation of other synergistic practices.

Drawing on the theoretical work of Arthur (1992), Del-
ery and Doty (1996), Huselid (1995), Ichniowski et al.
(1993; 1997), MacDuffie (1995), Paauwe (1998), and Pfef-
fer (1994), seven HR practices are identified in the context
of Nepal that are needed to be consistent in order to make
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TABLE 1: Research on HPWP and their major components

Name of Authors

HRWP Practices

Pfeffer (1994)

Paauwe (1998)

Delery & Doty (1996)

Bae & Lawler (2000)

Arthur (1992)

MacDuffie (1995)

US Department of Labor
(1993)

Kochan & Osterman (1994)

Cutcher-Gershenfeld (1991)

Hulelid (1995)

Ichniowski et al. (1997)

Ichniowski (1990)

Ichniowski et al. (1993)

(i) Employment security (ii) selectivity in recruiting (iii) high wages (iv) incentive pay (V)
employee ownership (vi) information sharing (vii) participation (viii) empowerment (ix) job rede-
sign/ teams (x) training and skill development (xi) cross utilization (xii) cross training (xiii) sym-
bolic egalitarianism (xiv) wage compression (xv) promotion from within.

(i) Employment security (ii) high wages (iii) employee ownership (iv) information sharing (v)
participation and empowerment (vi) self managed team (vii) training and skill development (viii)
wage compression (ix) promotion from within (x) long term perspective.

(i) Internal career opportunities (ii) training (iii) result oriented appraisal (iv) profit sharing (v)
employment security (vi) participation (vii) job description.

(1) Extensive training (ii) empowerment (iii) highly selective staff (iv) performance based pay (v)
board job design.

(i) Broadly defined jobs (ii) employee participation (iii) formal dispute resolution (iv) information
sharing (v) highly skilled workers (vi) self management team (vii) extensive skills training (viii)
extensive benefits (ix) high wages (x) salaried workers (xi) stock ownership.

(1) Work teams (ii) problem solving group (iii) employee suggestions (iv) job rotation (v) decen-
tralization (vi)recruiting and hiring (vii) contingent compensation (viii) status differentiation (ix)
training to new employees (x) training to experienced employees.

(i) Careful and extensive system for recruitment, selection and training (ii) formal system of shar-
ing information (iii) clear job design (iv) local level participation (v) monitoring of attitudes (vi)
performance appraisal (vii) properly functioning grievance procedure (viii) promotion (ix) com-
pensation

(1) Self directed work teams (ii) job rotation (iii) problem solving group (iv) total quality manage-
ment.

(i) job rotation (ii) problem solving group (iii) feedback on production goals (iv) conflict resolution

(1) Personnel selection (ii) performance appraisal (iii) incentive compensation (iv) job design (V)
grievance procedure (vi) information sharing (vii) attitude assessment (viii) labor management and
participation (ix) recruiting intensity (x) training (xi) promotion.

(1) Subjective and objective incentive compensation plan (ii) extensive recruiting and selection (iii)
team work (iv) employment security (v) job flexibility (vi) training (vii) labor management com-
munication.

(i) Promotion from within (ii) promotion based on merit (iii) formal training (iv) flexibility (v)
employee relation procedure.

(1) Tight hiring standards (ii) formal training (iii) type of training (iv) incentive/gain sharing (v)
knowledge based pay (vi) participation (vii)problem solving (viii) job rotation (ix) information
sharing (x) employee relation (xi) job classification (xii)customer visits (xiii) employment security
(xiv) unionized (xv) rewards and recognition (xvi)teams (xvii) flexibility (xviii) suggestions imple-
mented.

HRM bundling. These are: recruitment and selection, train-
ing and development, performance appraisal, compensation
and reward, employee participation, labor relation, and
workforce expansion/reduction policies. Such set of coher-
ence of HRM practices undertaken in this study are briefly
explained.

2.2. RECRUITMENT AND SELECTION

Recruitment and selection encompasses the human
resource activities designed to secure the right employees
at the right place and at the right time (Gomez-Mejia et
al., 1995). A business unit making a decision about where
to recruit employees must consider whether to rely on the
external or internal labor markets (Huang, 2000). Kleiman
(1997) argues that the workforce will be more competent if
a firm can successfully identify, attract, and select the most
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competent applicants. In order to maximize competitive
advantage, a company must choose the recruiting method
that produces the best candidates quickly and cost effec-
tively. He states that for the effectiveness of firm, selection
practices can affect its competitive advantage in improving
productivity, and reducing training cost. Lundy and Cowl-
ing (1996) argue that if organizations selection is based
on the organizations’ environment, linked with strategy,
socially responsible, valid and periodically evaluated and
maintained by knowledge, then such a selection is indeed
strategic.

2.3. TRAINING AND DEVELOPMENT

Having selected outstanding human talent, employers
need to ensure that these employees remain at the forefront
of their field in terms of not only professional expertise, but
also getting the best situation (Marchington and Grugulis,
2000). Training and development are key interventions
made in order to address skill deficiencies (Keep, 1989) to
add value to human capital (Snell and Dean, 1992). Pfef-
fer (1994) feel that training and skill development not
only helps in ensuring that employees and managers can
perform their job competently, but it also demonstrates the
firm’s commitment towards its employees. Kleiman (1997)
argues that a firm’s training and development practices can
contribute to competitive advantage by enhancing worker
competence and reducing the likelihood of unwanted turno-
ver. Buckley and Caple (2000) asserted in their work that
training has always played an important and integral part in
furthering and a kind of human learning and development.
If organizations have to make the best of their training func-
tion for managing change, the training function would need
to be closely linked other human resource practices and
business strategies.

2.4. PERFORMANCE APPRAISAL

Performance Appraisal has been characterized as having
two major aims- auditing employee performance and iden-
tifying opportunities for training and development (Snell
and Dean, 1992). In a turbulent environment, performance
appraisal has a greater emphasis on development with the
aim of encouraging creativity and continuous improvement,
rather than monitoring deviations from the norms (Snell,
1992). Rao (1996) identifies subsystems of performance
appraisal, which include potential appraisal and develop-
ment, organizational development, rewards, employee wel-
fare, quality of work life and HR information. Further, Klei-
man (1997) argues that an effective performance appraisal
system can create competitive advantage by improving
employees’ job performance in two ways: by directing
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employee behavior towards organizational goals and by
monitoring their behavior to ensure that the goals are met.

2.5. COMPENSATION AND REWARD

The compensation process is intended to align employ-
ees with organizational strategy by providing incentives for
employees to act in the firm’s interest and perform well over
time (Sharma and Khandekar, 2006). It is not only includes
high wages and incentives pay but also promotion from
within. Compensation is aimed at motivating the workers to
actively engage in appropriate behavior. Linking compensa-
tion and rewards to performance can have a positive impact
on competitive advantage. Venkataratnam (1992) argues
that the reward system may have to be linked more in order
to acquired skills than to seniority, status, and payment for
team performance. According to Gomez-Mejia and Balkin
(1992), the advantage of HRM can acquire from well quali-
fied and experienced staff attracted by good wages, thereby
helping employers too in attracting, retaining and motivat-
ing sufficient staff.

2.6. EMPLOYEE PARTICIPATION

Employee participation emphasized to build mutual trust
and cooperation among the members of an organization.
Venkataratnam (1992) emphasized on financial participation
through employee share ownership plans and so on to inte-
grate employees into organizational purposes. Participative
management has been seen as not only offering a number
of benefits to employees but also as a device to contain the
power of workplace. It is also an effective means to reduce
conflict, thereby increasing productivity; and profits (Ram-
sey, 1976). Venkataratanam and Srivastava (1991) empha-
sized on four types of participation that can be developed
at the enterprise level: information sharing participation,
consultative participation, joint decision making, and self
managing groups. Pfeffer (1994) favors encouraging decen-
tralization of decision making, boarder worker participation,
and empowerment in controlling work process. Sharma
(1997) observes that participative management helps in
removing the feeling of alienation among them to contribute
to organizational goals according to their capacities.

2.7. LABOR RELATION

Labor relation is comprised of certain actors, certain
contexts, an ideology which binds the industrial relation
(IR) systems together and a body of rules created to govern
the actors at the work place (Dunlop, 1958). There are three
central actors of IRs: employers and their organizations,
employees and state authorities. These actors form different
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relations with each other with a view to the formation of
rules which guide the IR system. For Marxists, the exercise
of power and the achievement of authority is a key dynamic
in all employment relationship, because the employer can
never secure total control or achieve complete authority
(Blyton and Turnbell, 1992). Further, Kochan et al. (1986)
develop a model to analyze the links among external envi-
ronment, business strategy, industrial relation and perfor-
mance outcomes. This model shows different issues relating
to different IRs dimensions and their causes and effects.

2.8. WORKFORCE EXPANSION / REDUCTION

Increasing flexibility at organizational level has been one
of the key themes of HRM debate since the beginning of
1980s (Atkisnon, 1984). It has been lauded as the cost effec-
tive use of HR from a managerial perspective. However,
proponents of greater equality of work, particularly in rela-
tion to gender, have also championed the cause of flexibility
(Brewster and Croucher, 1998). Forms of employee flex-
ibility include family-friendly policies and reflect changing
social trend and values, less willing to work a conventional
full time nine- to- five working days. From an economic
point of view, flexibility working practices are considered
to be a powerful means of reducing unemployment and tap-
ping into new segments of the labor market (Brewster et al.
1997).

There is a growing consensus about the idea that human
resource management practice, when appropriately config-
ured, influence organizational performance significantly.
The reason for this is that effective systems of human
resources management practices, which take advantage

FIGURE 1: Strategic bundling of HR policies and Prac-
tices

of the potential for complementarities or synergies among
such practices, facilitate the implementation of the firm’s
competitive strategy and constitute a source of sustained
competitive advantages (Rodriguez and Ventura, 2003).

2.9. STRATEGIC BUNDLING FOR ORGANIZATIONAL
PERFORMANCE

Bundling of HRM policies and practices is associated
with the complementary HRM practices to achieve organi-
zational objectives. Research on HRM suggests that systems
of HR practices may lead to higher firm performance and
be source of sustained competitive advantage because these
systems of practices are often unique, causally ambiguous,
and difficult to imitate (Lado and Wilson, 1994). It involves
designing and implementing a set of internally consistent
policies and practices that contribute to the achievement of
its business objectives (Jackson and Schuler, 1995). It says
that other things being equal, the greater the total degree
of bundling among the various components of HRM, the
more effective will be organizational behaviour at multiple
levels (Nadler and Tushman, 1977). However, HR practices
can only be a source of sustained competitive advantages
when they support resources or competencies that provide
value to a firm (Wright et al., 2001). Table 2 illustrates the
research on strategic bundling for overall organizational
performance.

Literature of strategic bundling argues the overall system
of HRM practices contribute to the firm in order to generate
competitive advantage. These studies (table 2) shows a pos-
itive relationship between whole system of HRM practices
and overall organizational outcomes. The reason behind
such argument is that the internal consistent practices pro-
duce human assets that are valuable and rare (Becker and
Huselid, 1998; Bjorkman and Budhwar, 2007). It is even
difficult for competitive firms to imitate a valuable HR
system by hiring one or few executives because the under-
standing of the HR system is an organizational capability
that spread across many people in the firm (Barney and
Wright, 1998; Becker and Gerhart, 1996). Further, unlike
capital investment and economic scale, a congruence HR
system is an invisible asset (Itami, 1987) that creates value
when it embed in the system of organization and enhances
firm’s capabilities.

2.10. OBJECTIVES

Based on the notions explained above, this empirical
study aimed to explore the prevailing practices of strategic
bundling among HR practices in publicly listed Nepalese
business organizations and identify the level of high or low
bundling of HRM practice. Further, it aimed to examine
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TABLE 2: list of research in the area of strategic bundling among HRM practices with authors and main ideas

Authors

Main Premise

Amit & Schoemaker (1993)
Arthur (1994)

Baird & Meshoulam (1984; 1988)

Baird et al. (1983)

Becker & Gerhart (1996)
Becker & Huselid (1998)

Bjorkman & Xiucheng (2002);

Begin (1991)

Budhwar (2000)
Cutcher-Gershenfeld (1991)
Delery & Doty (1996)

Delaney & Huselid (1996)
Delery & Shaw (2001)

Dyer & Holder (1988)
Dyers & Reeves (1995)

Field et al. (2000)
Gratton & Truss (2003)

Grundy (1998)
Guthrie (2001)

Hoque (1999)
Huselid & Becker (1996)

Huselid et al. (1997)
Huselid (1995)

Ichniowski et al. (1994)
Ichnowski et al. (1997)

Jackson & Schuler (1995)
Schuler & Jackson (1987)

Jones & Wright (1992)
Kamoche (1996)

Lado & Wilson (1994)
Lahteenmaki et al. (1998)
Lepak & Snell (1999)
MacDuffie (1995)
Mahoney & Deckop (1986)
Martell & Carroll (1995)
Miles & Snow (1984)
Miller (1996)

Osterman (1987; 1994)
Petterson et al. (1997)

Pfeffer (1994)
Ritson (1999)

Systems of HR practices may be more than the sum of its parts.
Positive relationships exist between commitment HRM practices and orgn goals.

If the components of HRM do not fit each other, money, time and energy are wasted. Argue to
make fit with support each other HRM practices.

The whole HRM system is difficult to imitate which leads towards advantage.

Favored on internal alignment among HR practices and observed that such HR practices effect
on sustainable competitive advantage.

Provide typologies of HRM system and strategies and found positive effect on firm perfor-
mance.

Individual HR functions must align with one another to make HR system effective.
Firm performance is influenced by the set of HRM practices firms have in place.
Fitting within HR policies and practices are based on internal career ladder.

Development of reliable and valid measures of complementarities among HRM practices con-
tribute on firm performance.

HR practices should be bundled and occurred in fairly complete, mutually reinforcing or syner-
gistic sets.

Bundles of HRM practices create sustainable competitive advantage.
Propose horizontal alignment between individual HR practices

There is a positive relationship between the use of system of high involvement HRM practices
and organizational performance.

Bundles of HR practices support each other and that have mutually reinforcing effect on
employee contribution to company performance.

Set of internally consistent HRM policies ensure the employees’ collective knowledge, sills
and abilities that contribute to achieve business objectives.

Combinations of HRM practices have bigger effect on productivity than the sum of the compo-
nents.

Designing and implementing a set of internally consistent policies and practices of HRM that
contributes to the achievement of business goals.

A set of HRM practices that create value and helps to achieve sustain competitive advantage.

A coherent HR system maximizes the effectiveness of HR practices.

Argued in favor of bundling of HR policies and practices.

Bundling of HR practices is based on employment relationship.

Examine the link between systems of HR practices & firm performance.

Designed a framework for developing consistent cluster of HR practices.

Emphasize the coordination or congruence among the various HRM practices.

Propose a system of internally consistent HRM practices.

Bundling practices added synergies gained which leads to multiplicative return.

Find strong evidence of synergistic effects in tightly coupled system of HRM practices.
The most significant variables associated with performance are the set of HR practices.

Positive relationship exists between the use of high performance HRM practices and organiza-
tional performance.
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Reeves & Dyers (1995)
Russell et al. (1985)

Schuler & Jackson (1987)
Snell (1992)

Terpstra & Rozell (1993)
Wood (1999)

Wright & Ferris (1996)
Wright & Snell (1991)

Wright & McMahan (1992)
Youndt et al. (1996)

gle activities of HRM.

Bundling of HRM activities are more important in enhancing labor productivity than any sin-

Cluster of internal fitting HR practices are based on strategy types.

A set of HR practices has a strong relationship with all the measures of firm performance.
Internal consistent system of HR practices can directly influence organizational goals.
Different HR practices should be coherent & complement each other within organization.

HRM is viewed as a system of interdependent practices that drive members to achieve organi-
zational goals rather than a collection of independent practices.

In order to be effective, an organization must develop an HR system of horizontal fit.

HR system is directly related to multiple dimension of operational performance.

current degree of HR bundling and identify its impact on
organizational performance linking to Miles and Snow,
(1984), Schuler and Jackson (1987), and Truss and Grat-
ton (1994) that whether strategic bundling practices lead to
superior performance over those that do not have such prac-
tices? The results of this study illustrate that the rationale of
this study is that it provides new empirical evidence of stra-
tegic bundling practices that have relations with an organi-
zation’s performance in publicly listed companies in Nepal.
Thus, the focus of this study is empirically examining the
contribution of strategic bundling among HRM policies and
practices. The findings of this study provide useful advice
not only to the Nepalese business practitioners but also to
all who seek sustainable advantage in the market competi-
tion.

3. METHODOLOGY

A survey-based exploratory cum descriptive research
design is applied to undertake this study in 105 listed
companies of Nepal out of 234 companies listed in Stock
Exchange. The research instrument as structured question-
naire survey is used assuming an individual organization as
a unit of analysis (one organization, one questionnaire). All
the respondents of each organization are from decision level
from which 43 percent were HR managers and 28.3 percent
were chief of the organizations. Majority of the respondents
have had university degree on business administration and
average service year of respondents was 7.57 years. The
overall response received was 44.9 per-cent of total popu-
lation, which is fairly larger response. 5- Point liker scale
was used to the issues of measurement of strategic bundling
and organizational performance. Among many variables to
measure organizational performance (see the literature) the
frequently used variables in research and country specific
practices were selected. Therefore, seven variables studied

to measure organizational performance in this study are: (a)
Quality of product or service, (b) Level of labor productiv-
ity, (c) Financial performance, (d) Employee satisfaction,
(e) Rate of innovation, (f) Employee commitment, and (g)
Market share. Descriptive statistics used to analyze the data
and reliability coefficient of Cronbach alpha of all 7 items
of strategic bundling (0.7562), seven items of performance
measurement (0.8277) found satisfactory. The profile
of respondents is very interesting. The mean number of
employees in the total responding organizations was 123 of
which the average number of male and female employees
was 92 and 31 respectively. Only 23 percent organizations
have had part-time employees, the mean year of respond-
ents’ service is 7.57 and the mean year of organizational
establishment is 13.60 years, in which the maximum age of
establishment is 47 years.

4. RESULTS AND ANALYSIS
4.1. STRATEGIC BUNDLING OF HRM PRACTICES

This study reveals that bundling among HRM practices
within themselves is consistent to some extent in Nepalese
business organizations except with labor relation issues and
business strategies. There are no consistent policies and
practices in between labor relation and employee participa-
tion and between labor relations and business strategies. It
indicates that except labor relation with employee participa-
tion and business strategies, rests of all HRM practices are
consistent to each other. This helps us to reach the conclu-
sion that the policies and practices associated with manage-
ment of human resources are to some extent complementary
to each other. The notions of “best practices” do not exist at
all. According to this argument there is a list of HPWPs that
might lead to organizational success, but the essence lies in
the “fit” of the HR practices with the unique organizational
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context. For example, the success of employee participation
depends on the specific organizational context like organi-
zational culture, historical background of the organization,
nature of the production process, degree of employee pro-
fessionalization, strategy, structure of the organization, and

technical systems.

Labor relation is regarded as an independent autonomous
task of management. In this sense, non-consistence of labor
relation with other HRM practices is also to some extent
satisfactory. However, considering the need of bundling

TABLE 3: Mean, Standard Deviation with Kendall’s Tau Correlations among HRM Practices

Major HRM Policies Means 0 1 2 3 4 5 6 7
I Recruitment and 34190 75678
Selection policies
2 Trainingand 33714 82342 .525(*%)
Development policies
3. Performance 32857 79317 .505(**)  333(**)

Management policies

4. Labor Relation policies 2.7619 87182 A438(**)

5. Pay Management policies  3.2476 76938 B3T72(%%)

6. Employee

sk
Participation policies 3.3619 91066 267C%)

7. Workforce Expansion/

sk
Reduction policies 3.0000 80861 2500°%)

8. HR policies with

sk
Business Strategies 34571 83238 297C%)

214(%)  320(*%)

A28(FF)  AT20%%)  238(**)

392(%%)  270(**) 024 A13(*%)

264(%%)  219(*)  224(*%)  365(**)  413(**)

380(*%)  .428(**) 048 ATI(R*)  ATS(E%) 265(+*)

(**) indicates significant at 0.01 level, and (*) indicates significant at 0.05

TABLE 4: Bundling of HRM policies with main sector of business

Bundling of HRM Policies and Practices among themselves

Main sector of Business

R-_S T- D P- A L- R C-M E- P W- R B—_S
Mean 3.733 4.133 3.266 2.600 3.333 4.133 3.466 4.066
Commercial Bank
S.D (.703) (.516) (.593) (.910) (.487) (.516) (.639) (.703)
Manufacturing and Mean 3.166 2.916 3.083 3.083 2.833 2.833 2.833 3.000
Processing S.D (.577) (.514) (.514) (.668) (:389) (.717) (.577) (.738)
Mean 3.600 3.400 3.533 2.800 3.333 3.266 2.933 3.466
Insurance Companies
S.D (.736) (.828) (.639) (1.014) (.816) (1.032) (:961) (.833)
Mean 3.318 3.272 3.295 2.659 3.272 3.454 2.886 3.454
Finance Companies
S.D (.770) (.817) (.851) (.938) (.872) (.761) (.813) (.791)
Mean 3.250 3.250 3.250 2.750 3.375 3.500 3.375 3.500
Development Bank
S.D (:462) (:462) (1.035) (:462) (:517) (.534) (.916) (1.069)
oth Mean 3.545 3.272 3.181 3.000 3.272 2.545 2.818 3.090
thers
S.D (1.035) (1.103) (1.078) (.774) (1.009) (1.213) (.750) (.700)
Mean 3.419 3.371 3.285 2.761 3.247 3.361 3.000 3.457
Total

S.D (756)  (.823)

(793)  (871) (769  (.910) (.808) (.832)

Kangwon National University



Volume 5 * Number 2 * December 2014

59

with every practice of HR issues for synergistic benefits, it
is being late to make internal fitting of labor relation poli-
cies with rest of other HRM policies. When we analyze the
bundling among HRM practices more specifically breaking
down into main sector of business, the commercial banks
show more optimistic figure than the rest of other sectors.

While analyzing the bundling of the HRM practices
among themselves on the base of main sector of business,
labor relation (L-R) has no average consistency in com-
mercial banks, which is of similar in case of Insurance com-
panies, and financial institutions. Except in manufacturing
and processing, rests of all other sector of business have no
internally bundling of labor relation policies. This may be
happen in most of the commercial banks, insurance compa-
nies, financial institutions, and development banks. There-
fore, it can be concluded that management of these sector
of business is not serious to make complementary of labor
policies with other HRM practices or they want to make
labor relation policies as independent task of management.
Besides these, the overall labor relation policies of the study
indicates below the average congruence among HRM prac-
tices.

Besides these, manufacturing and processing sector also
have less consistency in the major HRM issues- training
and development (T-D), compensation management (C-M),
employee participation (E-P), workforce expansion/reduc-
tion (W-R). It shows that manufacturing and processing
sector is not conscious about the congruence of HRM prac-
tices. Almost all the manufacturing and processing sector
has employee unions and the labor relation policy of this
sector is above average consistency among HRM practices.
It proves the above arguments that existence of employee
union is one of factors to make consistency of labor relation
policies.

TABLE 5: Discriminant analysis for bundling

4.2. LEVEL OF STRATEGIC BUNDLING: HIGH AND
LOW

Of course, organizations are adopting a wide range of
HRM practices; these practices have introduced in a more
ad-hoc manner in terms of coherent, institutionally sup-
ported and synergistic package. In order to find the position
of bundling, questions like how you would describe the
consistency (complementary / internal fitting) of your HR
practices (say recruitment and selection) across other HRM
practices is asked on various issues of HRM and measured
on five point scaling. The total score of very high consist-
ency on all the eight policies of HRM asked to the respond-
ents is 40. In order to test high or low bundling, a model is
designed as the organizations which have scored 75 percent
of very high consistency (i.e. total score of all eight items
should be at least 30) are considered as high bundling oth-
erwise low bundling organizations among HRM practices
based on Hoque (1999). Thirty-four organizations (32
percent) fall into high bundling organization category and
seventy-one organizations fall into low bundling organiza-
tions, which have less consistency of HRM practices that
are strategically not fitted with each other.

There are some HRM practices, which are consistent
and complementary to each other, and some other practices
needed the context specific. The research findings in this
study suggest that HRM departments in Nepalese business
organizations that they should focus to the translation of
legislation (institutional mechanisms) into HR policies and
practices and concentrate on ‘environmental fit” of HRM
to make it strategic. It further clarifies that high congru-
ence organizations on HRM policies and practices among
themselves are significantly different from low congruence
organizations.

Low bundling High Bundling
Bundling on: 1(3i%zlmizati0n giijnization F Sig.
Mean 0 Mean 0
Recruitment and Selection Policies 3.1831 .68264 3.9118 .66822 26.551 .000
Training and Development Policies 3.0563 .69462 4.0294 .67354 45.999 .000
Performance Management Policies 2.9859 .66532 39118 .66822 44.396 .000
Labor Relation Policies 2.5634 78799 3.1765 .90355 12.642 .001
Pay Management Policies 2.9014 .56455 3.9706 .62694 76.728 .000
Employee Participation Policies 3.0423 .83558 4.0294 .67354 36.144 .000
Workforce Expansion/Reduction policies 2.7606 .68587 3.5000 .82572 23.359 .000
HR Policies with Business Strategies 3.1127 .68763 4.1765 .62622 58.206 .000
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4.3. STRATEGIC BUNDLING AND FIRM PERFOR-
MANCE

In order to identify the high bundling and low bundling
organizations, the split line is considered as the average
number of consistency among the major HR practices.
Organizations which score more than average consistency
are marked one and recognized as high bundling organi-
zations and organizations which score average or below
average consistency are marked as zero and recognized as
less bundling organizations. All together 32 percent of the
surveyed organizations (34 organizations) are fall into high
bundling organizations.

It shows that the use of bundles of HRM practices has a
statistically significant effect on quality of product or ser-
vices, labor productivity, financial performance, employee
satisfaction, rate of innovation, commitment and market
share. It can be concluded that internally consistent bundles
of human resource practices contribute positively to overall
organizational performance. Organizations that design and
implement a set of internally consistent policies and prac-
tices help to ensure human capital contribution that support
to achieve business objectives. The findings support the
notion that high bundling organizations within their HR
practice leads to superior organizational performance than
low bundling organizations. The finding supports the inter-
national literature that when HR policies and practices are
based on organizational needs, business objectives are more
likely to attained (Baird and Meshoulam, 1998). However,
it is unlikely that all bundles are created equal: some bun-
dles produce greater performance effects than others.

5. CONCLUSION

Strategic bundling of HR practices as defined the close
association of HR practices among themselves is somewhat
complementary among themselves except labor relation
with employee participation and business strategies. Of the
total organizations, only thirty-two per cent organizations
have followed high bundling HR practices. These high
bundling organizations are significantly different with low
bundling organizations in practicing HRM practices. This
clearly indicates that few Nepalese organizations are real-
ized the importance of bundling to nurture human capital
though it is not in satisfactory level. Nepalese business
organizations are trying to practice being close association
of HRM policies and practices within them except labor
relation with employee participation and business strategies.
In Nepal, only one quarter of organizations of surveyed
have fulfilled all the requirements of high consistency
organizations and these high organizations are significantly
different from low bundling organizations in terms of their
complementary HRM policies and practices. This study
supports the notion that a synergistic relationship leads
towards superior performance.

The labor relation policies and practices of manufactur-
ing and processing sector of business is above the average
consistency level with other HRM policies and practices
in comparison to commercial banks, insurance companies,
finance companies, and development banks. Existence of
formal employee union, explicit form of labor policies,
frequently practiced labor practices, and comparatively
matured sector of business are the main causes of consistent

TABLE 6: Impact of strategic bundling among HR practices for firm performance

Nature of Organizations

.. Low bundling Organization High bundling Organization
Perceptual organizational _ =
N N=71 N=34 t* value | P.value
Performance in terms of:
Std. Error Std. Error
mean S.D. Mean mean S.D. Mean

Quality of product or service 3.8310 .69664 .08268 4.2059 .68664 11776 -2.606 .011
Level of labor productivity 3.4225 74951 .08895 4.0882 79268 13594 -4.098 .000
Financial performance 3.5352 .85909 .10195 3.9706 .62694 .10752 -2.938 .004
Employee satisfaction 3.3239 71263 .08457 39118 93315 .16003 -3.248 .002
Rate of innovation 3.0986 .88083 .10453 3.5588 .89413 15334 -2.480 .016
Employee commitment 3.4085 .82076 .09741 4.1471 74396 12759 -4.601 .000
Market share 3.3944 93318 11075 3.7647 .81868 .14040 -2.071 .042

* Equal variance not assumed.
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labor policies in manufacturing and processing sector than
the rest of others. Regarding the congruence of HRM prac-
tices among themselves, it shows that the use of the bundles
of HRM practices has statistically significant effects on
quality of product or services, labor productivity, financial
performance, employee satisfaction, rate of innovation,
employee commitment and market share. Only the strategic
integration and assignment of HRM practices are not the
crucial dimensions of people management strategies, but
strategic bundling dimension of HRM play the significant
role in order to manage the competencies of employees.
Achievement of high degree of bundling implies that an
organization has embraced the value of developing and
articulating clear HR policies that consistently relate to one
another and able to communicate consistent and reinforcing
message to employees.
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