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Abstract

Drawing on the theoretical insights from the resource-based view
of strategic human resources management, the purpose of this paper is to
explore the potential of HR systems and their contribution to sustained
competitive advantage by facilitating the development and utilization of
organizational competencies. Specifically, we discus, within an open-
system framework, how HR activities, functions and processes may
contribute to the development and utilization of organizational
managerial, input-based, transformational and output based
competencies.

The designated competencies contribute for the concept of
sustainable competitive advantage in the context of two teoretical
frameworks: environmental determinisam (which includes the
microeconomic elements and industrial relations) and strategic selection
(which includes economic and strategic choices).

Considering this theoretical framework, we conducted concrete
empirical research in the companies in the Republic of Macedonia,
collected relevant data and derived relevant findnings that can be applied
in practice in order to achieve sustainable competitive advantage.

To the extent that the configuration of competency - enhancing
HR activities, functions and processes depends on the unique and
idiosyncratic capabilities for carrying out new combinations and insofar
as such a configuration produces positive synergies for the firm, it may
hold the potential of sustained competitive advantage.
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Introduction

Distinctive competencies as a term was introduced for the first
time to explain the leadership skills necessary for the successful
transformation of the public organizations.1 The concept is further
expanded with emphasis on the internal organizational capabilities
(strengths and weaknesses) and their adaptation to external threats and
opportunities. Additionally, the concept is discussed as an integral
component of corporative strategy, from which it follows that distinctive
organizational competencies are essential for identifying and responding
to the opportunities and the threats from the environment. Distinctive
competencies are seen as an unique competitive position the company
achieves by the effective development of the resources and an integral
part of the organizational strategy. Achieving sustainable competitive
advantage requires reinvestment in causally related organizational
competencies, which are recognizable, complex and specific.2

Expanding the resource-based view, Lado (1992)3, proposed
competence-based model for sustainable competitive advantage through
the human resource management. This approach has seen the concept of
sustainable competitive advantage in the context of two theoretical
frameworks: determinism in the environment (which includes
microeconomic elements and industrial relations) and strategic selection
(which includes economic and strategic choices). Model I/O
(Input/Output) recognizes the competitive advantage as the position of
superior performances that the company achieves by offering products at
lower prices and different products that customers are willing to pay a
premium. This premise puts some pressure on the companies to which
they must respond. Companies that successfully adapt to these

1 Selznik, (1957), “Leadership and Administartion”, Row, Evanston III
2 Reed, R. and De Filippi, R. (1990), “Causal ambiguity, barriers to imitation, and sustainable competitive
advantage”, Academy of Management Review, vol. 15 no. 1, pp. 88-102
3 Lado, A. A./Boyd, N. G./Wright, P. (1992): A competency-based model of sustamable competitive
advantage: Toward a conceptual integration. In: Journal of Management, 18: 77-92.
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industry/market requirements will survive and grow, while others will
fail and exit the market.

1. Organizational competences

Systematic I/O model integrally connects four components of
firms "distinctive competencies", such as managerial competencies and
strategic focus, resource-based competencies, transformational-based
competencies and output-based competencies.

Managerial competencies and strategic focus

Broadly concived, managerial competencies include: (1) the
unique capabilites of organization’s strategic leaders and (2) the unique
ability to enact a benificial firm -environment relationship.4 Managerial
values and competencies determine the strategic focus of the
organization. Leaders create strategic vision, convey vision into
organization and empower employees to realize the vision, so that
strategic vision is realized through their reputation and support, which
becomes the foundation on which unique competencies of the firm are
built. The effective implementation of this vision depends crucially on
the extent to which managers acquire and mobilize specialized strategic
resources in a way that leads to superior performances relative to the
competitors.

Resource-based competencies

Resource-based competencies are consisted of human and
nonhuman resources, tangible and intangible assets (phisical resources,
organizational capital resources, human resources, knowledge, skills and
capabilites that enable a firm’s transformational processes to create and
deliver products and services that are valued by customers)5, which
allows the organization to lead competing firms in a certain time period.
Achieving sustained competitive advantage depends upon the firm’s

4 Hambrick, D.C.& Mason, P.A. (1984),” Upper echelons:The organization as a reflection of its top
managers”Academy of management review;9:193-206
5 Lado, A., & Wilson, M., (1994), “Human Resource Systems and Sustained Competitive Advantage: A
Competency-Based Perspective”, Academy of Management Review, 19, pp. 699–727
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ability to utilize existing stocks of resources and its ability to accumulate
new recource stocks more efficiently and effectively relative to the
competitors.6 Resource-based competencies suggest synergistic
interactions between transformational-based and output-based
competencies. Resource-based competencies in order to became a source
of sustainable competitive advantage must be causally related and should
demonstrate complex relationships with other specific resources and
competencies of the organization. The significance of intangible,
input/resource-based competencies will increase the difficulty of their
imitation by the competitors.

Acquisition and mobilization of resources-based competencies
that potentially generate sustained competitive advantage, not only
requires managerial competencies in collecting information, but also
encourages expectations of future earnings from these resources. Thus,
the company that owns unique skills and capabilites earns above normal
return on investment by purchasing resources that are undervalued on the
market and using these resources to implement the strategy or by not
buying resources that are overvalued on the market.

Transformational-based competencies

Transformational-based competencies can be considered as an
organizational capabilities that are necessary to convert inputs into
outputs.7 Transformational-based competencies are closely related to the
concept of "value chain", developed by McKinsey and adapted as an
analytical tool for the strategic management.8 Transformational-based
competencies can include innovation, enterpreneuship and organizational
culture. Innovation (including technology, marketing, managerial) allows
the organization to generate new products/processes more quickly than
the competitors. Organizational culture can increase capacity for
organizational learning and adaptation. I/O-based model suggests that
firms can achieve competitive advantage with lower costs through
learning effects, economies of scale, economy of size and capital/labor
substitution.

6 Hammel, G. and Prahalad, C. K., (1990), “The Core Competence of the Corporation”, Harvard Business
Review, (68), pp. 79–91
7 Lado, A.A., Boyd, N.G.& Wright, P (1992), A competency based model of sustainable competitive
advantage: Towards a conceptual inegration, Journal of Management, 18:77-91
8 Porter, M (1985), “Competitive advantage”, New York, Free Press, pp.15
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The effects of learning usually result in repetition of activities that
leads to greater learning and efficiency in production. Economics of scale
results in lower costs by expansion of the capacities. Economics of size
results from sharing resources among organizational units. For the
organizational culture represent sustainable competitive advantage
should be valuable, rare and difficult to imitate by competitors.
Capital/labor substitution involves replacing one another, in order to
increase efficiency. Strong organizational culture relieves human creative
potential to generate a continuous flow of ideas that can be translated into
new products and processes.

Output based competencies

Output-based competencies do not refer only to the physical
outputs that deliver value to the customers, but also to the invisible
outputs, such as the reputation of products and services, quality, brand
and distribution chanals that provide value to customers. Long-term
survival and growth of the firm largely depends on how well the value is
delivered to the customers. The relationship between output-based
competencies and environment is unique competence that leads to
creating value for consumers and consequently can generate sustainable
competitive advantage for the firm.9

I/O paradigm conventionaly focuses on the relative market share
and profitability as measures of the organizational performaces that
serves as an indicators of the strategic advantage. Accordingly, larger
market share allows the firm superior return of the investment compared
to the competitors. However, in order to market share became a source of
competitive advantage, it must be acquired in a way that is not easily
imitated by competitors, and is stable, with defined boundaries. To
achieve sustainable competitive advantage, companies, among others,
must deliver value through service, quality and confidence.

The current reputation of the firm is a result of its previous
relationships with customers, dealers, suppliers and other stakeholders.
The current quality of relationship with them is the basis for future
reputation and its building should be a priority of senior management in
achieving sustainable competitive advantage.

9 Barney, J.B., (1991), “Firms’ Resources and Sustained Competitive Advantage”, Journal of Management,
17, pp. 99–120
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Considering this background, it is strongly required to implement
a competency-based approach to the human resources development to
help ensure a successful deployment of a workforce enhancement and
support business growth strategies.

2. Research methodology

Taking into account the before mentioned facts, we conducted
research in 45 companies from the private sector in Republic of
Macedonia10, where it is noticed an explicit and formal use of strategic
human resource management practices.11 We have collected relevant
data, using 1) metric checked and standardized instruments, 2) we have
conducted an analysis of the degree of strategic competitiveness of a
certain number of organizations, 3) we have made an attempt of action
towards implementation on strategic systems of practices in the
organizations, 4) attempt to raise the level of awareness among managers
and employees for the importance of  application of configurations of the
strategic HRM practices for achiving strategic competitiveness of the
organizations. Data collections have been done through the
administration of structured questionnaires to a managers in the selected
companies.

This approach provides to be collected relevant data that can be
applied in practice in order to achieve sustainable competitive advantage.
Concrete empirical research incorporates contents in the field of strategic
HRM and it is from an interdisciplinary character.

The research is based on an analytical descriptive methodology,
which aims to select relevant information for the components and
determinants of strategic systems of HRM practices, based on the
competencies that through the application in the companies will respond
to the essential questions in the research. Conventional descriptive

10 Specified research was conduct during the period: September 2010 - May 2011 and it is a part of the
doctoral dissertacion: E. Tosheva „Configurational approach to the strategic HRM and its influence of the
sustainable competitive advantage“- Institute of Economics – Skopje, 2011, pp192-234.
11 Organizations that satisfy these criteria were select from the Macedonian register of the companies and they
are industrial and service companies, which are qualified as significant competitors in their field and having
developed proactive, formal strategic human resource management practices. Analyzed companies are from
various sectors such as telecommunications, banking, the electricity sector, tourism and catering, trade sector,
food production, IT, consulting and insurance sector.
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research and used quantitative methodology result in qualitative findings
detailed in the concluding observations in this paper.

Although we do not stand firmly at the position that the function
of human resources is the only way of developing and utilizing
competencies, we submit the following propositions concerning the
relative competitive advantage of companies that apply the systems for
HR to increase the organizational distinctive competencies.

Proposition 1: Companies with HR systems that fascilitate the
development and exploatation of managerial, input based,
transformational and output based organizational competencies will have
a greater probability of achiving competitive advantage than companies
that have HR systems that prevent the development and exploitation of
competencies.

Proposition 2: Companies with configurations for competencies
enhancing HR systems which have attribytes that are unique, causally
related and synergistic will achieve sustained competitive advantage
compared to the companies whose HR system configurations are typical,
causally unrelated and nonsynergistic.

Proposition 3: Companies with HR systems that are reciprocally
integrated with their strategic suprasystems will be more effective in the
developing and utilizing organizational competencies (and thereby in
achieving sustainable competitive advantage), relative to the companies
whose HR systems are sequentially connected or separated from its
strategic suprasystems.

Proposition 4: Companies with self-renewing HR processes are
more likely to generate higher levels of competencies (and therefore
more likely to achieve greater levels of sustainable competitive
advantage) than companies whose HR processes are self-maintaiing.

In our research, we concluded that the strategic usage of HRM
practices for competency enhancing entails the use of certain practices in
the various areas of HRM (recruitment, training, performance evaluation
and design of the work). Thus, we have been analyzing the influence of
the following strategic HRM practices: employee involvement in
training, the existence of the objectives of the training programs, the
existence of long-term budgets for training, a comprehensive system for
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recruiting staff, the usage of performance appraisal systems, the
determination of earnings depending on performances, developmentally
based assessment, internal and external promotions based on
performance assessment, design of the work according to the skills of
individual employees, teamwork and employee participation in decision-
making program.

Considering strategic use of human resources management
practices, we conclude that the practices used in organizations in the
Republic of Macedonia were select for the foreseen managerial approach.
Or, by saying in other words, the variation of  shared set of practices for
human resources management could represent latent, determined
architecture, philosophy or character, which connects each set of
practices for human resources management.12

The research introduces measures for percived organizational
competitiveness (PPOKP) and percived organizational market
competitiveness (PPOPKP) in order to correlate positively (with the
moderate and strong associations) with the objective measures of the
competitive advantage of the companies.

3. Results from the research

By applying a regression analysis (multiple linear regressive
model) of the statistical data are obtained following tabular and graphical
reports.

In a case that dependent variable is a perception of the presumed
organizational competitive advantage, and all the other variables included
in the model are independent then we received the following Table:

12 Dollinger, M J & Golden, P.A,(1992) “Interorganizational and Collective Strategies in Small Firms:
Environmental Effects and Performance” Journal of Management, 18(4):695-715; Powel, T. C.
(1992),”Organizational Aligment as Competitive Advantage”, Strategic Management Journal, 13:119-154
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Table 1. Indicators of regressive model

Model Summary(b)

R
R

Square
Adjusted
R Square

Std.
Error of

the
Estimate

Change Statistics

Durbin-
Watson

R Square
Change

F
Change df1 df2

Sig. F
Change

1 732(a) .535 .270 .44668 .535 2.017 16 28 .050 2.100

a  Predictors: (Constant), MVPZ, OKI, EOV, OZZP, PPVO, VVO, NEN,
PCPO, TR, RBP, SPP, VPBPP, DBO, VEN, DRVPV, SSRK
b  Dependent Variable: PPOKP

The coefficient of multiple correlation value is 0.732, which
means that there is a strong correlation between the observed
independent phenomena and the perception of the presumed
organizational competitive advantage.

]The coefficient of determination indicates that 53.50% of the
changes in perception of the presumed organizational competitive
advantage result from the changes of the defined independent variables
included in the regressive model. This interaction is a statistically
significant as illustrated in significant value of F, as a realized risk level
of error.

Figure 1. Trend line of the dependent variable PPOKP depending on
the answers, or the values of the independent variables

Normal Probability Plot

y = 0.017x + 2.3096
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From the above graphical presentation can be seen the
developmental tendency of changing perception of the presumed
organizational competitive advantage depending on the respondents'
answers, i.e, the values that receive independent variables, with the
expressed significant value of the coefficient of determination.

In a case that dependent variable is a perception of the percived
organizational market competitive advantage, and all the other variables
included in the model are independent, then we received the following
results:

Table 2. Indicators of regressive model

Model Summaryb

.605a .366 .004 .51350 .366 1.010 16 28 .475 1.824
Model
1

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics
Durbin-
Watson

Predictors: (Constant), MVPZ, OKI, EOV, OZZP, PPVO, VVO, NEN, PCPO, TR, RBP, SPP, VPBPP, DBO, VEN, DRVPV, SSRKa.

Dependent Variable: PPOKPPb.

The coefficient of multiple correlation value is 0,605, which
means that there is a strong correlation between the observed
independent phenomena and the perception of the presumed
organizational market competitive advantage.

]The coefficient of determination indicates that 36,6% of the
changes in perception of the presumed organizational market competitive
advantage result from the changes of the defined independent variables
included in the regressive model. This interaction is a statistically
significant as illustrated in significant value of F, as a realized risk level
of error.
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Figure 2. Trend line of the dependent variable PPOPKP depending
on the answers, or the values of the independent variables

Normal Probability Plot
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R2 = 0.9234
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From the above graphical presentation can be seen the
developmental tendency of changing perception of the presumed
organizational market competitive advantage depending on the
respondents' answers, ie, the values that receive independent variables,
with the expressed significant value of the coefficient of determination.

4. Conclusion

Based of the previous observations, we derive the following
conclusions:

1. Organizational competencies must be continiously repleniched,
upgraded and deployed in order for the company to gain and
retain competitive advantage. Organizatiomal competencies may
be expanded, upgraded and maintained through HR systems that
emphasize hirimg employees for the organization as a whole,
extensive socialization of newly hired employees, development of
a system for performace appraisal, competency based
compensation strategy and comprehensive training and
development to provide competencies that are needed to achieve
long run productivity.
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2. Further, the configurations of these HR practices may generate
positive synergies and engender complex interactions among
distinctive competencies of the firm’s employees and other
organizational resources that can not be imitated by competitors.
Thus, the sustainability of HR-based competitive advantage may
depend on the nature of the configurations and attributes of the
HRM systems.

3. Companies with HR systems that are reciprocally integrated with
their strategic suprasystems will likely achieve superior long-run
performances relative to the companies that either lack such an
integration or that manage human resources primarily as a means
to solve competitive issues.

4. Furthermore, the sustainability of HR-based competitive
advantage may depend on the nature of the HR processes entailed
in the accumulation, development and deployment of
organizational competencies towards self-renewing processes
By emphasizing processes for developing and utilizing firm

specific, causally connected competencies, this paper contributes to the
expanding of the behavioral perspective of the strategic human resource
management, which emphasizes the emerging role of employees as the
basis for creating sustainable competitive advantage. To the extent that
the configurations of the competency-enhancing HR activites, functions
and processes depends of the unique and idiosyncratic capabilites,
implies that such of configurations produce positive synergies for the
company and lead to sustainable competitive advantage. The designated
competencies contribute for the concept of sustainable competitive
advantage in the context of two teoretical frameworks: environmental
determinisam (which includes the microeconomic elements and industrial
relations) and strategic selection (which includes economic and strategic
choices).

We realise that conditions in the firm’s external and internal
environment may enable or constrain the capacity of HR systems to
develop and exploit orgazational distictinctive competencies. Achieving
a sustainable competitive advantage through firm’s specific competencies
will require continious monitoring by the firm because competency
paterns may change over time. Thus, managers may need to continiosly
question and reexamine their assumptions regarding what constitutes a
distinctive competence for their firms.
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