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Abstract

This study aimed to explain the relationship between innovation in human resource methods and
organizational performance, considering the mediating role of competitive advantage among employees
of the Education Department in llam. This applied study employed a descriptive-correlational design based
on structural equation modeling. The statistical population consisted of 376 employees of the Education
Department in llam, of whom 251 were selected through simple random sampling. Data were collected
using the Wang and Wang Organizational Performance Questionnaire, the Hill and Jones Competitive
Advantage Questionnaire, and the Innovation in Human Resource Methods Questionnaire. Face and
content validity were confirmed by experts, construct validity was assessed through confirmatory factor
analysis, and reliability was established using Cronbach’s alpha. Pearson correlation analysis and
structural equation modeling were conducted using SPSS and LISREL. Inferential results indicated that
innovation in human resource methods was positively correlated with organizational performance (r=.54,
p<.01) and competitive advantage (r=.53, p<.01), while competitive advantage was also positively
correlated with organizational performance (r=.48, p<.01). Structural equation modeling showed significant
positive effects of human resource innovation on competitive advantage (8=.56, t=6.17) and organizational
performance (3=.39, t=3.71), as well as a significant effect of competitive advantage on organizational
performance (B=.50, t=4.32). The indirect effect of human resource innovation on organizational
performance through competitive advantage was also significant (3=.28). The model explained 44% of the
variance in organizational performance and 32% of the variance in competitive advantage and
demonstrated acceptable fit (x?/df=1.33, RMSEA=.052, GFI=.94, AGFI=.92, CFI=.98, NFI=.96). Innovation
in human resource methods can improve organizational performance both directly and indirectly by
strengthening employees’ competitive advantage; therefore, adopting innovative recruitment, training,
evaluation, participation, and employee-management practices may enhance competitiveness and
organizational effectiveness in educational organizations.
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Extended Abstract
Introduction
Human resources constitute one of the most strategic organizational assets because employees’
knowledge, competencies, creativity, and capacity for adaptation determine how effectively
organizations respond to environmental change and achieve their objectives. Contemporary
organizations operate in environments characterized by technological transformation, increasing
stakeholder expectations, intensified competition, and growing demand for flexible and innovative
service delivery. Under these conditions, conventional human resource management practices may
no longer be sufficient, and organizations increasingly need innovative approaches to recruitment,
training, performance appraisal, employee patrticipation, talent development, and work-process
design. From a resource-based perspective, human capital contributes to value creation and
superior organizational outcomes when employee competencies are transformed into distinctive
organizational capabilities (Supian & Fuad, 2025). Recent research likewise emphasizes that
identifying and managing critical human resource indicators can substantially contribute to
organizational performance (Sun, 2025), while employees’ digital experience, digital literacy, and
human resource agility have become increasingly important for sustainable human resource
performance (Shekari et al., 2026).
The strategic importance of human resource management is supported by evidence showing that
effective human resource practices improve employees’ knowledge, skills, motivation, and work
behavior and consequently enhance organizational performance (Anwar & Abdullah, 2021; Ghsouri,
2022). More recent approaches extend this perspective by emphasizing lean, agile, resilient, and
green human resource management as mechanisms through which organizations can strengthen
both innovation and performance (Alipour et al., 2022). Lean-oriented human resource practices can
also contribute to business performance by improving process quality and efficiency (Madhani,
2022), while green human resource practices have been associated with employee performance and
environmentally responsible organizational outcomes (Ali et al., 2022; Khan et al., 2022). Systematic
evidence further suggests that green human resource management can serve as an important
foundation for sustainable organizational performance (Sunggu & Pandin, 2026).
Innovation in human resource methods refers to the introduction, adoption, or implementation of
novel practices and processes for managing employees. Such innovations may include new
recruitment systems, technology-based training, participatory decision-making, competency-based
evaluation, flexible career development, advanced performance-management systems, and digitally
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enabled human resource services. Organizational research has shown that innovation-oriented
human resource practices can improve organizational innovation and organizational performance
(Kamalirad et al., 2023; Mohammadi, 2024). The growing use of artificial intelligence has further
expanded the scope of human resource innovation by enabling data-driven decision-making,
automation, personalization, and more advanced employee management. Recent studies indicate
that artificial intelligence in human resource management may facilitate digital transformation and
administrative performance improvement (Basheer, 2026) and can potentially influence employee
performance through the transformation of HR processes (Sulthoni & Pandin, 2026).

However, the effect of innovative human resource practices on organizational performance may not
be entirely direct. Competitive advantage represents an important mechanism through which
organizational resources and capabilities are converted into superior outcomes. Sustainable
competitive advantage can emerge from valuable and difficult-to-replicate organizational capabilities
(Annarelli et al., 2020; Maury, 2018), while intellectual capital and problem-identification capabilities
also contribute to the development of competitive advantage (Li & Liu, 2018). Human resources
themselves constitute a fundamental source of competitiveness because knowledgeable, skilled,
and creative employees can generate economic and organizational value (Vanova et al., 2022).
Research has additionally demonstrated that innovation, knowledge management, and technological
capabilities can contribute to competitive advantage (Chiu & Yang, 2019; Jasimuddin & Nagshbandi,
2018; Roudsaz et al., 2020). In educational organizations, these relationships are especially important
because organizational effectiveness depends heavily on employees’ adaptability, commitment,
innovation, professional development, and capacity to respond to changing educational needs.
Innovative organizational climate has been associated with teachers’ job performance (Rodgrenjad,
2023), and leadership, employee participation, and organizational commitment have also been
recognized as relevant mechanisms in educational settings (Heikka et al., 2021; Liu, 2020; Thien et
al., 2021). Accordingly, the present study aimed to explain the relationship between innovation in
human resource methods and organizational performance by examining the mediating role of
employees’ competitive advantage among Education Department employees in llam.

Methods and Materials

This study was applied in terms of purpose and descriptive-correlational in terms of research design
and employed structural equation modeling. The statistical population consisted of all 376 employees
of the Education Department in llam. The required sample size was determined based on the Krejcie
and Morgan sample-size framework, and 251 employees were selected using simple random
sampling. Three standardized instruments were used to collect the data. Organizational performance
was assessed using the Wang and Wang Organizational Performance Questionnaire, which consists
of nine items scored on a five-point Likert scale ranging from 1, strongly disagree, to 5, strongly
agree. Innovation in human resource methods was measured using the eight-item instrument
developed by Khiu et al., also rated on a five-point Likert scale. Competitive advantage was
measured using the instrument derived from Hill and Jones, comprising 16 items distributed across
four dimensions: quality, innovation, customer responsiveness, and efficiency, with four items
allocated to each dimension.

The face and content validity of the questionnaires were evaluated and confirmed by academic
supervisors and experts in human resource management and educational management. Construct
validity was subsequently examined using confirmatory factor analysis in LISREL. Reliability was
initially assessed through a pilot study involving 30 employees of the Education Department.
Cronbach’s alpha coefficients were .89 for organizational performance, .79 for competitive
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advantage, and .81 for innovation in human resource methods, indicating acceptable internal
consistency. Data analysis was conducted at both descriptive and inferential levels. Descriptive
statistics included measures of central tendency and dispersion. The Kolmogorov-Smirnov test was
used to assess the normality of the data. Pearson’s correlation coefficient was applied to examine
bivariate relationships among the research variables, while structural equation modeling was used
to test the proposed direct and indirect relationships. The Sobel test was employed to evaluate the
statistical significance of the indirect effect. Model fit was examined using the chi-square to degrees-
of-freedom ratio, RMSEA, GFI, AGFI, CFIl, and NFI. Statistical analyses were conducted using SPSS
and LISREL.

Findings

The preliminary analyses supported the suitability of the data for subsequent inferential testing. The
Kolmogorov-Smirnov test showed that the distributions of innovation in human resource methods,
competitive advantage, and organizational performance did not significantly deviate from normality.
Confirmatory factor analyses also supported the construct validity of the measurement instruments,
with factor loadings exceeding the minimum acceptable level and goodness-of-fit indices indicating
adequate fit for the measurement models.

Pearson correlation analysis revealed statistically significant positive associations among all three
study variables. Innovation in human resource methods was positively correlated with organizational
performance (r = .54, p < .01), indicating that greater use of innovative human resource practices
was associated with higher perceived organizational performance. Innovation in human resource
methods was also positively related to competitive advantage (r = .53, p < .01). In addition,
competitive advantage demonstrated a significant positive association with organizational
performance (r = .48, p <.01).

The structural equation model provided further support for the hypothesized relationships. Innovation
in human resource methods had a significant positive direct effect on competitive advantage (B =
.56, t = 6.17). It also exerted a significant positive direct effect on organizational performance (p =
.39, t = 3.71). Competitive advantage, in turn, had a significant positive effect on organizational
performance (B = .50, t = 4.32). The indirect effect of innovation in human resource methods on
organizational performance through competitive advantage was positive and significant and
amounted to B = .28, confirming the mediating role of competitive advantage. Because the direct
path from human resource innovation to organizational performance remained significant after
including the mediator, the findings supported a partial mediating effect.

The structural model explained 32% of the variance in competitive advantage and 44% of the
variance in organizational performance. The overall model demonstrated satisfactory fit to the
observed data. The chi-square to degrees-of-freedom ratio was 1.33, RMSEA was .052, GFI was
.94, AGFI was .92, CFIl was .98, and NFI was .96. These indices collectively indicated that the
proposed structural model provided an acceptable representation of the relationships among
innovation in human resource methods, competitive advantage, and organizational performance.
Discussion and Conclusion

The findings demonstrate that innovation in human resource methods is an important predictor of
organizational performance among Education Department employees. The positive direct effect
suggests that organizations can improve their performance by moving beyond conventional
administrative approaches to human resource management and adopting more innovative systems
for recruiting, developing, evaluating, engaging, and managing employees. Innovative practices may
enable organizations to use employee competencies more efficiently, adapt more rapidly to
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environmental demands, improve internal processes, and create conditions in which employees are
better prepared to contribute to organizational objectives.

The significant relationship between innovation in human resource methods and competitive
advantage further indicates that innovative HR practices contribute to the development of distinctive
organizational capabilities. In an educational organization, competitive advantage should not be
interpreted solely in a commercial or market-oriented sense. Rather, it can be reflected in higher
service quality, more innovative work practices, stronger responsiveness to stakeholders, more
efficient use of organizational resources, and greater employee capability. When an organization
develops innovative approaches to employee training, performance management, participation,
recruitment, and professional development, employees may acquire knowledge and competencies
that enhance these dimensions of competitive advantage.

Competitive advantage was also found to exert a substantial positive effect on organizational
performance. This result indicates that employees’ quality, innovative capability, responsiveness,
and efficiency can translate into improved organizational outcomes. An educational organization that
possesses more capable, adaptive, and responsive employees is more likely to coordinate its
activities effectively, solve emerging problems, deliver higher-quality services, and respond
successfully to organizational and environmental changes. Competitive advantage therefore
functions as an organizational capability through which human resources contribute to broader
performance outcomes.

The most important finding of the study was the significant mediating role of competitive advantage.
Innovation in human resource methods not only affected organizational performance directly but also
improved performance indirectly by strengthening competitive advantage. This pattern suggests a
sequential mechanism: innovative human resource practices develop employee capabilities and
improve the way human resources are managed; these improvements enhance quality, innovation,
responsiveness, and efficiency; and these competitive capabilities subsequently contribute to
superior organizational performance. The persistence of a significant direct effect alongside the
indirect pathway indicates that competitive advantage explains an important, but not exclusive, part
of the relationship.

The explained variances of 32% for competitive advantage and 44% for organizational performance
also demonstrate that the proposed model has meaningful explanatory power, while simultaneously
suggesting that organizational performance remains a multidimensional phenomenon influenced by
other organizational, managerial, technological, and individual factors. Nevertheless, the magnitude
and significance of the observed relationships confirm the strategic importance of innovative human
resource management within educational organizations.

In conclusion, innovation in human resource methods represents more than an administrative
modernization initiative; it constitutes a strategic mechanism for building employee-based
competitive capabilities and improving organizational performance. Education authorities should
therefore consider innovative human resource management as an integral component of
organizational development rather than a peripheral personnel function. Strengthening innovative
recruitment, competency-based training, participatory management, modern performance appraisal,
talent development, and technology-enabled human resource systems may enhance employees’
competitive capabilities and ultimately improve organizational effectiveness. The findings specifically
support the proposition that competitive advantage partially mediates the relationship between
innovation in human resource methods and organizational performance, providing an integrated
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explanation of how innovative human resource practices can generate superior organizational
outcomes in the educational context.
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