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employee empowerment and competitive advantage improvement. The present study
investigates the effect of human resource management practices on performance through the
mediating role of strategic orientation and moderating environmental dynamic role. According
to 183 electronic questionnaires collected from small and medium-sized Knowledge-oriented
firms and data analysis with structural equation modeling, the research results indicate that the
relationship between human resource management practices and performance is not significant
directly. However, the strategic orientation concept (entrepreneurship orientation and market
orientation) can positively and significantly play a mediating role in that relationship. The
positive and significant effect of entrepreneurship orientation and market orientation on
performance is also confirmed statistically. In a dynamic environment, entrepreneurial
orientation has a positive, while market orientation has a negative and significant effect on
performance. The finding indicates the need to implement entrepreneurial and market-oriented
strategies for exploiting human resource management practices and pays attention to
conceiving entrepreneurial strategies in dynamic environments. The executive and research
suggestions are discussed.
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1. Introduction

Human resource practices with increasing the
level of productivity of employees try to create
competitive advantage and at the same time
improve the employment status of employees and
meet the expectation of customers (Ahmed &
Schroeder, 2003; Becker & Gerhart, 1996; Larsen
& Foss, 2003). In line with previous studies, there
is a lack of consensus about the positive role of
human resource practices in both individual
(career performance) and organization levels
(firm performance) (Becker & Gerhart, 1996).
For instance, Collings et al. (2010) state that the
widespread use of human resource actions is
unable to boost the competitive advantage and
financial performance of the organization. This
lack of consensus has decreased our
understanding of the exact consequence of human
resource management practices on performance.
Thus, addressing this gap to extend the literature
via an empirical approach is needed. To fill this
gap, the implementation of strategic orientation
as a mediator is suggested by the literature
(Jimenez-Jimenez & Sanz-Valle, 2008).

Having a good level of strategic orientation
(entrepreneurial and market orientation) helps
firms to cope with environmental fluctuations or
industrial uncertainty and firms which are risky,
innovative, and pro-active in terms of
entrepreneurship activity, and try to gather
information from the external parties in the
market on a regular basis are more likely to keep
the competitive values of the firm in intense
circumstances.

Considering environmental dynamism is a
decisive factor in an organization's performance.
Environmental dynamism refers to the perceived
and changing extent of customers' needs and
preferences and is associated with increased
changes in customer purchasing behavior and
diversity in products or services. This
phenomenon is certainly able to change the
results of implementing the strategies of
entrepreneurial and market-oriented companies.

The present study's contribution is twofold. First,
to address the lack of consensus in previous

research on the relationship between human
resource practices and organization performance,
the mediating variable of strategic orientation is
introduced. The present study indicates that
having a strategic orientation (entrepreneurial
and market orientation) as a dynamic capability
can greatly increase the positive effects of human
resource management practices on performance.
Second one is the moderating role of
environmental dynamics in the relationship
between  strategic  orientation and the
performance of Knowledge-oriented firms. The
present study states that volatile environments
require  different  orientations and the
implementation of entrepreneurial or market-
oriented strategies depends on the industry
environment.

2. Research Methodology

Knowledge-oriented firms in  Mazandaran
province are defined as the unit of analysis in this
research. According to the classification of
Simmie and Strambach (2006), these companies
include the four main sectors of knowledge-based
companies, companies active in the services of
the engineering, and companies active in the
computer industry, and companies active in
insurance. The online questionnaires were
distributed due to the special circumstances
caused by the spread of coronavirus in Iran.
Totally, in the period from July to November
2020, 642 managers or deputies of the higher,
middle, and operational departments of each
company have received online questionnaires. By
following up once a fortnight, 182 reliable
questionnaires were obtained. The participation
rate in this study is estimated at 28%.

3.Research Findings

The results of the structural equation modeling
estimate that human resource management
practices do not have a positive and significant
relationship with performance, but with the entry
of the strategic orientation (entrepreneurial and
market orientation) as a mediator, this
relationship becomes positive and significant.
More precisely, human resource management
practices strengthen the entrepreneurial and
market orientation in a positive and significant
manner. In addition, Entrepreneurship and
market orientation also have a positive and
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significant effect on performance. However, an
important finding is the effect of environmental
dynamics on strategic orientation. Under
environmental dynamism, companies with an
entrepreneurial orientation are more successful
and better able to create a competitive advantage,
while market-oriented companies in such a
situation, surprisingly not only have a positive
effect but also have a detrimental and negative
effect on financial and non-financial
performance.

4. Conclusion

The purpose of this study is to investigate the
impact of human resource management practices
on the performance of knowledge-oriented firms
considering the mediating role of strategic
orientation  (entrepreneurship and  market
orientation) and the moderating role of
environmental dynamics. In this study, it is
shown that strategic orientation has an influential
effect on improving organization performance,
and organizations taking actions related to human
resources issues should also pay attention to
orientation. Also, the significant effect of

environmental dynamism should not be
overlooked. Based on our findings, market-
oriented firms find improvement activity
difficult, and entrepreneurial firms perform better
in these situations despite being risk-taker,
innovative, and proactive.
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