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Circular causation between HRM and firm performance.
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Based on the three-wave longitudinal data (2012, 2014, 2016) of 538 Japanese
firms with a two-year time lag, the relationship between “ high involvement” human resource
management (HRM) and firm performance in terms of sales, net profit, return on equity, and turnover
rate was analyzed using a cross-lagged effects model. The results revealed that although some
performance indices such as net profit showed significant cross-lagged effects on HRM practices, no
cross-lagged effects from HRM practices were seen on firm performance, and thus no cyclical
causation could be confirmed.
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