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1. Introduction 

Human resources are the key elements in every 
organization. It signifies total attitude, knowledge, 
creative ability, talent, aptitude and belief of an 
individual involved in the affairs of an organization. 
Management of human resources is an essential part 
for every concern. It is associated with the people at 
work and their relationships within and outside the 
enterprise (Dhamija, 2012). People are the key asset 
that is capable of growth and development. Though a 
company does not have absolute power over this 
asset, they can make use of certain tools and 
techniques to exert some vital influence over the way 
they perform towards achieving the mission of 
organization (Saari and Judge, 2004). 

Recently, the field of human resources 
management has gone through numerous 
technological advancements. Electronic human 
resource management (e-HRM) is another face of 
human resource (HR) by over the past few years. This 
new face of human resource has been occurring based 
on internet and intranet technology. Undoubtedly, 
human resource functions become easier with the use 
of this new kind of human resource technology (HR) 
(Hooi, 2006) This study has two main objectives: 1. 
To review the effect of employee satisfaction on 
productivity. 2. To review the effect of employee 
satisfaction on cost efficiency. 

Due to the best of author knowledge this study 
was the first research which investigates the wide 
range of e-activities on employee satisfaction leading 
HRM performances. Previous studies focused mostly 

on one or two items, but this study can cover the 
existing gap in literature to cover wide range of 
analyses all at once. This research also could provide 
a foundation for future research in this topic.Ribiere 
and Sitar (2003) observed a link between HRM 
productivity and the success of the firms by stating 
that business enterprises or any other institutions can 
only succeed by making human resources productive. 
Therefore, "to make work productive" is the essential 
task for the HRM practitioners (Breaugh, 2008). 

Mestre et al. (1997) reported a national survey 
on the top concerns of HRM executives regarding HR 
work; the most important concerns identified were 
productivity, quality and service. Further, to HRM 
executives, "to improve productivity" has also 
become more critical and urgent when global 
competition has intensified along with the technology 
breakthroughs. 

Mestre et al. (1997) further defines productivity 
as 'the amount of output per employee", while Werner 
et al. (2005) defines productivity as "a measure of 
how much value individual employees add to the 
goods or services that the organization produces", and 
label it as "the greatest organizational challenge for 
HRM managers"; the greater the output per 
individual, the higher the organizational productivity 
is. Especially in the "knowledge-based economy" we 
are living in, productivity is the primary key to 
organizational success because it is "a key indicator 
of an organization's economic health" (Cotton and 
Tuttle, 1986). Productivity is also related to the 
concept of efficiency.   
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Cotton and Tuttle (1986) stated that by making 
HRM itself more productive first, HRM will drive 
organization towards a more productive direction. 
According to Sunny Steadman, a recruiter for 
Management Recruiters of Boston, the primary reason 
people change jobs is to seek out new challenges and 
opportunities for development (Rosenwald, 2000). 
Companies can utilize the career planning process to 
become more adept in this area. Sears has found that 
supporting employees through career planning and 
development has made their work force more 
motivated and invested in the company meeting its 
business goals (O'Herron and Simonsen, 1995). 

Cost-effectiveness is typically expressed as an 
incremental cost-effectiveness ratio (ICER), the ratio 
of change in costs to the change in effects. The cost-
effectiveness of HRM's functional tasks getting done 
concerns the effect of breaking even, speed, cost 
savings, efficiency increases, and user satisfaction. 
The cost-saving effect has always been the strongest 
argument regarding HRM's use of IT. Numerous 
scholars and researchers report the HRM-generated 
cost goes down by completion of jobs sped up, time 
saved, headcounts cut, resources like paper and 
electricity saved. Mithas (2004) notes in a survey that 
companies that run world-class human resources 
operations spends around $1,390 on HR per employee 
on average versus the $1,892 of non-world-class 
companies; this means that world-class companies get 
to cut 27% spending on HR per employee when their 
spending on IT per employee is about the same as 
those with more humdrum operations. Mithas (2004) 
concludes that "a more proficient IT use lets these 
world-class companies operate with 35% fewer HR 
employees, while still providing improved 
productivity and strategic alignment across the 
enterprise". 

 
2. Literature review  

There are roughly eleven periods, up till now, in 
the development of Human Resources Management 
history. It began in 1800 when one-on-one vocational 
training provided only by large organization with 
abundant resources likes Catholic churches, military 
and government. World War I made "personnel 
management" a helpful specialized function to 
organizations, while US government started taking an 
active role in supervising the HRM field at the post-
war era. World War II changed the structure of 
American workforce; meanwhile, companies with 
resources and computer technology, like GE, 
pioneered the automation of the complicated and 
cumbersome payroll process. When environmental 
turbulences like foreign competition faced by the 
automobile industry began to surface in 1960s, HR 
became part of the management team. In 1970s, HRM 

was officially recognized by the United States 
Department of Labour as a bona-fide profession; 
since then, HR has continued to transform to a 
strategic partner role, while IT has continued to play 
an increasingly important role in helping HRM 
practitioners doing their job. Currently, e-HR system, 
an intranet-based and self-service portal, is widely 
implemented among organizations. 

Yet, with environmental turbulence changing 
constantly and drastically, impacting all aspects of 
business and workplace, it does not seem to be easy to 
predict the future of HRM. Scholars like Coughlan 
(2005) who holds an optimistic view predicts that, 
ultimately, IT will evolve into a more advanced level 
of "human capital management" (HCM) technologies 
when interacting with the HRM. In a HCM-
environment, it is, within the company, everyone's 
responsibility to deliver the workforce support and 
management based on the needs of the business, and 
the majority of the company value will come from 
intangible assets like knowledge. This shift will 
eventually add enormous value to the total company 
value by having the HRM professionals go from 
"increasing efficiency and control", to "enabling 
insight", and finally to "creating strategic value" for 
the organizations. 

Same rule applies to the performances of HRM: 
HRM practice can only earn managing power of a 
more significant level by proving it with quantifiable 
results delivered. Yet, it was not until 1984 that the 
American Society for Personnel Administration (the 
predecessor to Society for Human Resources 
Management), started developing the "professional 
standards along the line of generally accepted 
accounting principles" to measure the performances 
of HRM. It is widely accepted that there should be 
two essential dimensions of the HRM performances: 
the technical HRM which includes the delivery of 
HRM basics, and the strategic HRM which involves 
delivering those services to directly support the 
organizational performances. 

Human Resource is the most important asset for 
any organization and it is the source of achieving 
competitive advantage. Managing human resources is 
very challenging as compared to managing 
technology or capital and for its effective 
management; organization requires effective HRM 
system (Tiwari and Saxena, 2012). Human Source 
Control (HRM) is the incorporated use by organizing 
of systems, guidelines and management methods to 
select and recruit, to develop talents and retain 
employees and to be ensure that the resources are 
applied towards the fulfilment of the objectives of the 
firms (Saxena and Tiwari, 2009). Therefore HRM 
performs a key role in ensuring employee satisfaction, 
improving performance and efficiency. This can 
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further be a company's competitive advantage, and 
directly promote the company's success (Cox and 
Blake, 1991). 

Now it is considered that human resource 
management act as a strategic asset to the company 
Kazlauskaite and Buciuniene (2010) hence HRM is 
not just an issue for an organization's HRM 
department or for HR professionals. It is also the 
responsibility of leaders and managers, who exercise 
HR functions with their staff every day. HRM by 
providing skills and tools for managers enhance their 
own performance and also improve the performance 
of their employees. By using these tools and working 
closely with HR professionals, managers can help 
build their employees' capabilities and strengthen 
employee commitment to the organization. This in 
turn will enhance and improve individual and 
organizational performance, and further the 
organization's ability to meet its goals according to 
performance objectives and standards (Bell et al., 
2006). 

The strategic processes include continuous 
progressions which are named irrespectively in the 
following: strategy formulation, strategy 
implementation, and the evaluation of strategy 
consequences. This process will occur again, if the 
outcomes do not achieve the goals (Marler et al., 
2009). Doing e-HRM is most related to HRM 
strategies implementation, policies and practices. By 
implementing particular e-HRM direction, 
achievements of specific goals are expected such as 
client satisfaction, decreasing cost, increasing 
efficiency and HR’s strategic improvement.  

  As an effect of e-HRM, cost reduction and 
lessening the administrative tasks are in most studies 
mentioned, but we have to consider the extra time that 
is needed by employees and middle-managers to do 
their own administrative tasks. Most important e-
HRM effect is the company strategy, culture and 
structure revising which leads to decentralization and 
standardization of HR process. For example, e-HRM 
brings changes for the employees and line managers. 
They get the opportunity to take part in the on-line 
discussions or to become up-dated in the 
organizational developments (Bondarouk and Ruël, 
2009). On the one hand, as it was mentioned earlier, 
there is more time for strategic activities by releasing 
of administrative burdens. 

On the other hand, according to Halbesleben and 
Buckley (2004), an investment in technology leads to 
downsizing staff and reducing employee turnover. 
There is a study which indicates the considerable 
relationship between HR practices and HRM 
outcomes, such as motivation, turnover, commitment, 
absenteeism and specially satisfaction. Also, it is 
substantiated the relationship between these outcomes 

and general performance outcomes at the 
organizational level, like customer satisfaction, 
quality, and productivity (Savaneviciene and 
Stankeviciute, 2010). 

Shilpa and Gopal (2011) illustrate the 10 
important drivers to introduce e-HRM systems in 
companies. HR cost saving and control for both 
manufacturing and service company introduce as a 
top most driver for implementing e-HRM systems to 
companies. For both group (manufacturing and 
service company), reducing time on routine 
administrative tasks and paper transactions by HR 
staff are common drivers (Shilpa and Gopal, 2011).   

Later in 2007, a study with innovative research 
methodology had conducted to explore the connection 
between supposed organizational performances and 
human resource management as an important source 
for creating firms’ competitive advantages in both 
private and public European Union. Three HRM 
models become known, while there is no significant 
different in these two sectors. Some practices such as 
training and development have a strong correlation 
between the performances in these three models, 
while communication is only related to two models. 
The findings indicate the valuable influences of the 
new innovative techniques in the research with 
traditional methodology. Hence, universal connection 
between superior business performance and superior 
HRM is defined (Stavrou et al., 2007). 

Stavrou et al. (2007) conducted a study within 
Philips (Electronics). They distributed the 
questionnaires online between 257 employees and 99 
managers. Employees and managers replied questions 
based on their experience.  Ulrich’s model based on 
HR roles and Davis’ technology acceptance models 
are two theories, which model of research was 
explained according to them. They defined a research 
project on the way towards (e-HRM). Multi-
functional framework was suggested in this research 
that enable organizations to understand and solve the 
difficulties of e-HRM adoption, like attitude is 
concerned towards these systems. 

According to pervious related human resource 
management and strategy researches, the connection 
between human resource management, firm’s strategy 
and performances were explored By Buller and 
McEvoy (2012). Firstly, the human resource role in 
creating firms’ competitive advantages was 
exemplified based on relevant literature review. Their 
multi-level model showed the effects of human 
resource management on the organizational and 
individual factors on organization’s strategy. The HR 
services within organizations have been transformed 
by Human resource information analytics and 
systems. There are limited researches which are 
related to the selection, application, managerial and it 
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is due to complexity of HR and its different rules. 
Therefore, the study was conducted in 2012 in order 
to provide a framework that describes the decision 
characteristics, data need, and HR metrics to decision 
making, and different levels of HR activity. A number 
of research propositions and model implications were 
provided (Stone and Dulebohn, 2013). 

Performances include two variables, namely 
productivity and cost efficiency. As an effect of e-
HRM, cost reduction and lessening the administrative 
tasks are in most studies mentioned, but we have to 
consider the extra time that is needed by employees 
and middle-managers to do their own administrative 
tasks. Most important e-HRM effect is the company 
strategy, culture and structure revising which leads to 
decentralization and standardization of HR process. 
For example, e-HRM brings changes for the 
employees and line managers. They get the 
opportunity to take part in the on-line discussions or 
to become up-dated in the organizational 
developments (Jackson and Parry, 2011; Ruël et al., 
2004). On the one hand, as it was mentioned earlier in 
the literature, there is more time for strategic activities 
by releasing of administrative burdens.  

On the other hand, according to Treadway et al. 
(2004), an investment in technology leads to 
downsizing staff and reducing employee turnover. 
There is a study which indicates the considerable 
relationship between HR practices and HRM 
outcomes, such as motivation, turnover, commitment, 
absenteeism and specially satisfaction. Also, it is 
substantiated the relationship between these outcomes 
and general performance outcomes at the 
organizational level, like customer satisfaction, 
quality, and productivity (Savaneviciene and 
Stankeviciute, 2010).  

Shilpa and Gopal (2011) illustrate the 10 
important drivers to introduce e-HRM systems in 
companies. HR cost saving and control for both 
manufacturing and service company introduce as a 
topmost driver for implementing e-HRM systems to 
companies. For both group (manufacturing and 
service company), reducing time on routine 
administrative tasks and paper transactions by HR 
staff are common drivers (Shilpa and Gopal, 2011).   

Ruel et al. (2007) mentioned four possibilities 
which enable both HRM and e-HRM activities to 
attain their overall goals. Firstly, high commitment 
means workforce is motivated enough to interact with 
the manager about the changes that occur in the 
organizational environment. Secondly, High 
competence indicates the trustful relationship between 
workforce and management. Thirdly, “employees’ 
turnover rate” and pay level competiveness are 
referred to cost effectiveness. Lastly, higher 
congruence is related to the internal organization, the 

reward system and the “input, throughput and output” 
of personnel. These factors should be organized based 
on stakeholders’ interest. Depending upon the way, 
outcomes will to some extend emerge if both 
individual and parties want to be affected by e-HRM, 
in line with the defined goals. The literature on e-
HRM illustrate that the three important goals of e-
HRM are improving HR services, cost reduction, and 
improving strategic orientation (Kassim et al., 2012; 
Ruel et al., 2007).  

Moreover, four seemingly pressures are 
mentioned in the following but use of IT may enable 
the companies to overcome these pressures. Cost 
managing in HR department is one of this pressures 
which should be managed in a best way. Firstly, 
HRM department has to focus on strategic questions. 
Secondly, flexibility in terms of practices and policy 
making is necessary for this department. Thirdly, 
HRM department should be aware of the costs and 
works as efficient as possible. Finally, being service-
oriented towards employee and management is the 
last important mentioned pressure (Bondarouk and 
Ruël, 2009).  

All large organization are increasingly using 
electronic human resource systems to deliver manage 
employee performance, benefits systems, and training 
(as for development and training,  e-learning and 
online- training make flexible and lower cost learning 
process as well as increase individual’s learning 
ability) (Gueutal and Stone, 2006). To date, research 
has suggested that e-enabled systems and processes 
typically increase the efficiency of HR processes, 
reduce administrative costs, maximize the utilization 
of the organization’s  human capital, and decrease 
transaction times (Gueutal and Stone, 2006). 

Yet, Hom et al. (1992) strongly advises that: 
because actual cost savings may in part rely on 
indirect savings and intangible benefits, it may be 
preferable to base justification on the need for better 
data, legal compliance, or provision of more 
information for management's decision making, 
instead of attempting to justify the e-HR on a 100 
percent direct-saving basis. 

As the return on investment is foundation of all 
business activities, Hawking et al. (2004) notes that it 
has become an article of faith that "HR technology 
reduces cost". Yet, as with most systems, e-HR 
systems tend to cost more than originally budgeted 
due to the unpredictable ongoing cost (Hawking et 
al., 2004). In addition, integrating multiple disparate 
systems has become the most common burden for 
organizations as well. For instance, General Motors 
consolidated some eighty-five separate websites 
containing various types of HR information into a 
single HR portal (Fisher and Howell, 2004).  
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Other than the above, facing users demanding 
new systems with more and faster sophisticated 
features like what Amazon or Yahoo has also put 
significant financial pressure on organizations. The 
average payback period for implementing e-HR 
systems, thus, has grown from twelve months in 2000 
to twenty-two months in 2003 to thirty-six months in 
2005 (Hawking et al., 2004; Stein and Hawking, 
2005). Hawking et al. (2004) provides several criteria 
to consider in terms of ROI and success metrics in 
measuring the e-HR-related cost-effectiveness, such 
as: Cost Per Transaction, Cycle Time, Headcount 
Changes, Return on Investment, Payback Period, 

Employee Satisfaction, Inquiries to the service 
Center, and Usage. 
 
3. Proposed Methodology  
3.1 Variables and Measures 
3.1.1 Dependent Variables 
Productivity 

This study recommends five items for future 
studies in order to measure productivity. Scales are 
from study of Shane (2009). Five point likert scale 
will be used which measured from 1 = “strongly 
disagree” to 5 = “strongly agree”. Table 1 represents 
the items for measuring productivity. 

 

 

Table 1: Statements for measuring productivity 
No. Items  Source  
1. E-HRM tools can be used to improve underlying business processes. Shane (2009) 
2. E-HRM tools have allowed for higher quality HR services. 
3. E-HRM tools allow me to work more productively. 
4. E-HRM tools improve quality of services. 
5. HR services have been streamlined and standardized using information technology. 
 
Cost Efficiency 

Recommended scales for measuring cost efficiency is from study of Shane (2009). Five point likert scale is 
recommended which measured from 1 = “strongly disagree” to 5 = “strongly agree”. Table 2 represents the 
recommended items for measuring cost efficiency. 

 
Table 2: Statements for measuring cost efficiency 

No. Items  Source  
1. E-HRM activities reduce cost spent on transactional tasks. (Shane, 2009) 
2. E-HRM tools allow me to work more cost efficiently. 
3. The use of e-HRM tools is more cost effective than traditional, manual HR practices. 
4. More staff members are required when using e-HRM tools. 
5. The advantages of e-HRM are outweighed by the cost implication. 
 
 
3.1.2. Dependent variable 
Employee Satisfaction 

The scale to measure employee satisfaction is suggested from Shane (2009), and contains 6 items as Table 
3 shows. Five point likert scale is recommended which measured from 1 = “strongly disagree” to 5 = “strongly 
agree”. Table 3 represents the items for measuring customer satisfaction. 

 
Table 3: Statements for measuring employee satisfaction 

No. Items  Source  
1. E-HRM tools provide current information that is beneficial to employee related decision 

making. 
Shane 
(2009) 

2. E-HRM tools are essential to the role of HR practitioners becoming more strategic. 
3. Fewer errors occur when employee use e-HRM tools. 
4. HR professionals, with the help of e-HRM tools, can play more of an advisory role to line 

management. 
5. E-HRM information and decision-making tools restrict my ability to make decisions. 
6. The use of e-HRM tools has led to the automation of routine HR work. 
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4. Future works 

Electronic human resource management has 
considerable impacts on industries’ competiveness or 
major areas of e-HR use, namely, HR planning; 
acquiring HR (recruitment) (Girard and Fallery, 
2011); HR evaluation (performance appraisal); 
communication; rewarding HR (performance 
appraisal, compensation and benefits); and 
developing HR (training and development, career 
management) (Hooi, 2006). So future studies are 
recommended to review effect of electronic human 
resource management on employee satisfaction.   
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