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Abstract 
 

The aim of this paper is to explain the correlation between 
HRM policies and Innovation. Two main findings are  
discussed. While recent research has found a positive  
relationship between HRM policies, innovation and business 
performance, we found that this is true only if one of two 
main HRM strategies is implemented.  
 
In order to capture successful HRM practices for innovation 
this paper investigates organizational HRM strategies  
implemented in Australia from the 1980s to the recent “Great 
Recession”. The paper provides a relatively new approach for 
explaining successful HRM practices. The approach  
accounts for the external-to-the-firm effects of government 
economic policies.  
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