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Abstract

How participative HRM system affects firm performance?:

Investigating the role of job satisfaction and employee competency

Kitae Kim*, Bongsoon Cho**, Jang-Ho Choi***, Dongseop Lee****

The purpose of this study is to examine the internal processes in the relationship between
the participative human resource management (HRM) system and financial performance of
firms. Two types of the participative HRM system were considered: participation in the design
and the operation of HR practices and  participation in the work process. This study
investigated the mediation effects of employee job satisfaction and competency.

The sample of this study consists of 280 manufacturing firms in Korea. The path analysis
using AMOS was applied to test four hypotheses. Results showed that participative HR system
had an indirect effect on the firm performance through job satisfaction and competency of
employees. Participative HRM system increased both  job satisfaction and competency of
employees and that job satisfaction had a positive effect on financial performance of firms.
However, the relationship between competency of employees and firm performance was not
statistically significant, while competency had an indirect effect on firm performance through
job satisfaction. We concluded this article with theoretical and managerial implications and

suggestions for future research.

Key words: Participative Human Resource Management, Organizational Performance, Job

Satisfaction, Employee Competence

* Division of Business Administration, Sangmyung University
** School of Business, Sogang University
¥*% College of Business Administration, Chung-Ang University
*#*** School of Business, Sogang University
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