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Abstract: Human resource management (HRM) practices along with appropriate leadership have
a paramount role in enhancing employees’ performance. Even though there was much literature
on the subject of HRM and leadership, there were still some unanswered questions about the set of
HR practices that most effectively contribute to improved employees’ performance through proper
leadership. The primary goal of this research was to look at how leadership quality affects employee
performance, as well as the function of human resource management in mediating the relationship
between leadership and employee performance in manufacturing industries in Addis Ababa, Ethiopia.
The study used an explanatory and descriptive research design, and a mixed research approach
(qualitative and quantitative), to achieve its goal. More specifically, a multi-stage sampling technique
(simple random and purposive sampling) was employed. The data was collected from both primary
and secondary sources, and analysis was made using a structural and measurement model by
AMOS Version 2021. The finding of the study implies that; leadership has a positive and significant
relationship with employee performance through human resource management, hence the full
mediating role of human resource management was observed between leadership and employee
performance. This study is novel in that, it contributes new finding to the existing literature by
combining the relationship between leadership and employee performance in a single study and two
different directions (direct and indirect). Hence, the recommendations can be applied by industry
managers to boost employees’ performance through appropriate HRM practices and leadership by
taking this finding as a benchmark. Based on the finding of the study, we recommend industry
managers focus on human resource management indicators such as collaboration, involvement,
actualization, perceivance, and teamwork to boost their leadership quality that deliberately influences
employees’ performance.

Keywords: HRM practice; leadership indicators; employees’ performance; manufacturing industry

1. Introduction

Nowadays, the world is moving towards an economy in which organizational knowl-
edge is the most important resource (Hermans 2010; Kwon et al. 2013). As a result, workers
must be kept up to speed on new professional abilities and information regularly to main-
tain the standardized expertise required to execute the task. Many researchers have looked
into leadership styles to see how they affect employee performance (Scuotto et al. 2022). Em-
ployees are more credible and motivated to perform well when leaders give them autonomy.
This increases the organization’s productivity and improves performance (Kloutsiniotis
et al. 2022). Competent human resources are required to generate innovative ideas (Opland
et al. 2022). To generate innovative ideas, leadership is critical (Kloutsiniotis et al. 2022). To
motivate employees and assure the success of quality improvement projects, all theories
of total quality management emphasize the importance of senior management leadership
styles (Barua 2021).
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New interest in HRM as a strategic lever that can have a major economic impact on an
organization’s performance attempts to move the focus more toward value creation and
illustrates that HRM contributes directly to the achievement of operational and corporate
strategic goals (Kim 2010). Much empirical research on the relationship between human
resource management and performance concludes that “human resource management
matters” (Bello-Pintado 2015; Hermans 2010). In general, the HR practices that employees
perceive or experience are those developed by their managers, according to the literature
on human resource management (Bello-Pintado 2015; Benbahia and Rajâa 2019; Cristiani
and Peiró 2019). Supervisors must apply well-designed HR practices in their management
operations to have a beneficial impact on employee work results. Duvnjak and Kohont
(2021) stressed the critical role of supervisors in implementing expected human resource
management rules, noting that disparities in implementation at this level may be due to
supervisors’ differing leadership styles.

The majority of HRM research (Benbahia and Rajâa 2019) focuses on the positive
impact of HRM systems and practices on organizational performance. Create favorable
conditions for generating resources that create value for the organization, and perform
and sustain the organization (Haldorai et al. (2022); Agarwal et al. (2022) and Correia
et al. (2013)). However, such good outcomes have long been focused on asserting that
HRM may contribute positively to the business (Barba-Aragón and Jiménez-Jiménez 2020).
Some researchers believe that performance has improved, but that relationships are often
statistically weak, that results are sometimes confusing, and that study design is frequently
insufficient (Cristiani and Peiró 2019; Wikhamn 2019).

Fry and Kriger (2009) looked at leadership as a motivator for change and found that
to excite employees, leaders should embrace fundamental principles and convey them
more smoothly and efficiently. Furthermore, leaders with skills such as communicating,
designing, anticipating, assessing, and visioning can assist people to redefine their values
by fostering both personal and organizational change, allowing them to outperform their
expectations.

The expansion of the manufacturing sector within the industry is critical for building
national technological capacity, and industrial capability, creating broad-based job opportu-
nities and improving income. Furthermore, the development of the manufacturing industry
contributes to the overall economy’s total factor productivity and competitiveness, as well
as its trickledown effect up and down the supply chain. Because the country has several
comparative advantages, and to strengthen its competitiveness, the Ethiopian government
provided a variety of incentives for the growth of the manufacturing sector (Eshetie 2018).

According to the World Bank’s collection of development indicators compiled from
officially recognized sources, manufacturing value added (percent of GDP) in Ethiopia was
reported at 5.3039 percent in 2020. Ethiopia’s manufacturing sector helps with exports,
employment, and national output. The industrial sector accounts for 70% of the total. The
agro-processing subsector (food and beverage subsector hereinafter) is the largest within
the manufacturing sector, accounts for 36% of the total gross value of production (GVP)
and 38% of the value-added at the basic price (VAMP) of the large and medium scale
manufacturing industry, as cited by (Addis 2019).

Manufacturing activities can range from simple to complex. A manufacturing op-
eration involves several steps: sourcing of raw materials; preliminary processing, pro-
duction, and assembly; quality control and testing; labeling and packaging; distribu-
tion/transportation; post-sale follow-up. To enable this manufacturing process requires
several support functions: research and development (R&D) and product design; hu-
man resources; tax; environment, health and safety (EH&S); marketing and sales; gover-
nance/executive leadership (Tang 2019). Therefore, it’s so important to study the role of
HRM practices in leadership and employees’ performance relationships.

It is widely acknowledged that a competitive and private-sector-led manufacturing
sector is critical to the economy’s socio-economic transformation as well as the sector’s
overall development. It is also the heart and soul of many economies in both developed
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and developing countries, with the highest multiplier effect of any other sector (Rao and
Tesfahunegn 2015).

According to Growth (2016), during the first Growth and Transformation Plan period,
the value-added of medium and large-scale manufacturing industries grew at an average
rate of 19.2 percent per year, while micro and small industries grew at a rate of 4.1 percent
per year. The manufacturing industry’s growth performance, which is a key indicator of
the degree of structural transformation in the economy, was lower than the plan period’s
target.

The poor growth performance of the micro and small-scale manufacturing industries,
as well as delays in the implementation of large manufacturing projects, were major
contributors to the overall manufacturing sector’s slow growth (Gebreyohannes 2015). As
a result, proper implementation and consolidation of micro and small-scale enterprise
development strategies are critical to unleashing the sector’s potential in revitalizing local
economic development, nurturing entrepreneurship, and addressing unemployment and
poverty.

Again according to Growth (2016), the main reason for Ethiopia’s low performance in
the medium and large-scale manufacturing sector during the first growth and transforma-
tion plan is a lack of attracting a large number of new and quality export-oriented private
investments in the manufacturing sector. This is highly related to inefficient leadership and
human resource practices. Hence, Organizations having much better skilled and creative
employees can easily avoid wasteful investment to improve the efficiency and performance
of the organization. In this case, the leadership and human resource practices play a great
role to have skillful and competent employees to achieve the goal efficiently.

Leaders, on the other hand, were less skilled in areas involving collaboration, such as
“creating collaborative relationships” and “leading people in manufacturing industries in
Ethiopia than agricultural, construction, and tourist industries” (Berhe 2021). Therefore,
like other organizations, effective leadership is critical for manufacturing companies in
Ethiopia. Ethiopia currently ranks 126th out of 140 countries for business efficiency, judging
by criteria such as institutional; infrastructure; ICT adoption; macroeconomic stability;
health; skills; product markets; labor markets; financial system; market size; commercial
dynamism; capacity to innovate (Shapiro et al. 2015), whose exports are almost exclusively
agricultural (coffee is the main source of foreign exchange earnings; other exports include
coffee, hides, live animals, oilseeds, and gold). Ethiopia must improve this ranking and
become more competitive in the global environment by producing high-quality standard
products for export. Besides, the research result conducted by (Ali et al. 2018), indicates that
human resource management has a positive impact between leadership and employees’
performance by recruiting, training, and evaluating performance, and giving compensa-
tion to companies that apply the ability to collaborate and work in teams in achieving
organizational goals.

In general, despite increased research into the leadership-performance relationship,
there are many problems and gaps in existing studies. No clear picture has emerged.
There is a lack of integration concerning the relationship between leadership and perfor-
mance, a narrow set of variables has been used in previous studies, and of course, some
important mediating variables affecting the leadership-performance relationship but like
human resource management practices such as collaboration, involvement, actualization,
perceivance, and teamwork have been ignored even if they are directly affecting the per-
formance of employees. Besides on this the research conducted by many scholars such
as Wright and Gardner (2003) and de Brito and de Oliveira (2016) focused only on the
relationship between leadership styles and performance. In this case, leadership indicators
such as communicating, designing, predicting, assessing, and visioning were missed. These
variables also have a direct impact on employees’ performance.

Therefore, 14 research propositions have been developed throughout this paper to
guide further research into addressing these problems.
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That’s why we were motivated to research to understand the role of human resource
management between leadership and performance in Ethiopian manufacturing companies.
In this sense, this article investigated the mediating role of human resource management
(HRM) to enhance the relationship between leadership and employees’ performance. The
article explores classical and contemporary literature findings and analyzes available
empirical data to attempt to formulate a synthesis of existing research. That is why we set
out to investigate the function of human resource management in the relationship between
leadership and performance in Ethiopian manufacturing industries. In this regard, the role
of human resource management (HRM) in mediating the relationship between leadership
and employee performance was studied in this paper.

2. Review of Related Literature and Hypothesis
2.1. Leadership and Employees’ Performance

Leadership is the ability of an individual or a group of individuals to influence
and guide followers or other members of an organization and involves making sound
and sometimes difficult decisions, creating and articulating a clear vision, establishing
achievable goals, and providing followers with the knowledge and tools necessary to
achieve those goals. In this case, to make the leader’s duties easier and smooth the practices
of human resource management play a vital role in enhancing employees’ performance
(Kotterman 2006).

Leadership styles have different effects on employee attitudes and behavior, either
directly or indirectly. According to the research conducted by Quantz et al. (1991), trans-
formative leadership conduct is positively associated with employee performance, but
transactional leadership style is usually negatively linked to long-term performance. Staff
self-efficacy, motivation, creativity, and organizational efficiency all benefit from transfor-
mative leadership (Kloutsiniotis et al. 2022; Mekhum 2020). Transactional leadership, on
the other hand, has been shown to boost job satisfaction and organizational identity when
compared to revolutionary leadership (Leigh et al. 2021). Leaders that are transformational
assist others in adapting to organizational changes (Zumitzavan 2014).

Many research findings show that, if both transformational and transactional leader-
ship styles are used effectively, they can influence employee attitudes toward their leaders,
job performance, and organizational productivity. There is a lot of evidence to suggest
that leaders who combine transformational and transactional leadership styles are more
effective. Leaders that are inactive or utilize a laissez-faire leadership style, on the other
hand, are seen as the least effective and hurt the performance results and productivity of
their followers (Benbahia and Rajâa 2019). The research shows that the leader’s leadership
style has a direct impact on employee behavior, which is why group performance and
goal achievement are linked. It inspires people to work harder at their tasks and makes
them believe their leaders are competent. Transformational leadership, according to the
research, has a substantial positive association with followers’ propensity to go the extra
mile (Kloutsiniotis et al. 2022; Scuotto et al. 2022). This is further proved by the fact that
going above and beyond the call of duty helps leaders be more productive and improves
the organization’s overall success. (Zumitzavan 2014) the research found that different
leadership styles when used by leaders, result in varying levels of employee willingness to
put in the extra effort. The following hypothesis was established to investigate the same
link in Ethiopian situations and to support the idea’s universality.

Hypothesis 1 (H1). Leadership has a positive and significant effect on employee performance.

2.2. Human Resource Management and Performance

An awful lot has been written about the significance of investigating the process using
which HRM and overall performance may be related, however, this exhortation has now
not been matched via a parallel frame of studies. (Kloutsiniotis et al. 2022), for example,
observed a hyperlink among multiplied use of HRM and more remarkable employee
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attitudes but did now not link the attitudes to performance. Teo et al. (2021) discovered
a link between HRM and commitment and between HRM and performance; however,
commitment did not mediate the link between HRM and performance. Employee attitudes
and behavior are thought to be influenced by a combination of HR strategies that increase
competence, motivation, contribution possibilities, and commitment to the firm. Additional
benefits could result from increased contact and knowledge sharing. If HR policies have a
beneficial influence, they will show up in behaviors such as reduced absenteeism and labor
turnover, high-quality goods and services, and increased employee productivity. At least
within-sector comparisons, this should result in relatively higher sales and profitability,
assuming all other factors are similar. There is currently no strong evidence that HRM
improves employees’ competence, motivation, opportunity to participate, and commitment.

There has also been some controversy over whether HRM is primarily employed to
improve performance, i.e., as a type of performance management that improves efficiency,
or primarily to increase employee involvement and commitment. The pursuit of the
“low road” or the “high road” to increased performance has been defined as “hard” and
“soft” HRM (Kwon et al. 2013). WERS2004, on the other hand, is less well suited to
assess employee behavior because data is only collected indirectly and at the workplace
level, through management accounts of proximal performance measures such as absence
and employee turnover. Finally, the examination of the relationship between HRM and
performance raises several unanswered problems. The nature and measurement of HRM,
as well as the environment in which it is employed, performance measurement, and the
mechanism by which HRM and performance may be related, are all discussed. WERS2004
is in a strong position to address some of these issues.

Although empirical data on HRM and performance have been published in several
special issues of international academic journals (Bello-Pintado 2015), there are still some
questions about the set of HR practices that contribute most effectively to greater organi-
zational performance (Saridakis et al. 2017). Furthermore, while a collection of best HRM
practices that can improve performance can be established, little is known about the interre-
lationships between the various practices, raising the possibility of additive, synergistic, or
substitution impacts (Zhou et al. 2020). The concept of excellent human resource practices
appears to have arisen from the first study line (Oubrich et al. 2021). However, there is no
consensus on which activities should be included in these systems, therefore surveys with
different sets of practices have been performed (Tarba et al. 2021). The present empirical
data on the link between HRM and employee performance, according to (Stahl et al. 2020),
is still inconclusive, and Oubrich et al. (2021), illustrate that a link between HRM and
performance should be viewed with care. The following hypothesis was generated to
explore the link between HRM and employees’ performance in an Ethiopian context.

Hypothesis 2 (H2). HRM has a positive and significant effect on employee performance.

2.3. The Mediating Role of HRM to Leadership and Employees’ Performance

HRM is expected to mediate the interaction between leadership and employees’ per-
formance in the following ways. Transformational leaders have a strong vision for what the
organization will become and do in the future (Islam et al. 2021). A considerably enhanced
firm and/or a better way of conducting business are part of this concept. Leaders must have
an innovative vision, believe in it completely, be able to express it, and communicate it to
employees so that they would believe in and be excited by it as well. In this communication
process between the leader and the organization’s members, human resource management
is crucial (Ali et al. 2018). Human resource management must staff, train, and communicate
for the leader’s vision to be properly delivered. To make the vision a reality, the leader
must rely on human resource management to help employees become enthusiastic about
it, as well as provide them with a roadmap for accomplishing the vision (Zhu et al. 2005).
Passion is fueled by commitment and involvement, which are fueled by human resource
management-driven work and organizational improvements. Employees must be given
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authority to carry out the vision of the boss. On the other hand, research demonstrates
that HRM practices and employee performance have a favorable impact on organizational
performance (Al Qudah et al. 2014). However, in Ethiopia, what happens in the “black
box” between leadership, HRM, and performance link is still mostly unknown. That is,
there is a lack of awareness of how HRM practices and employee performance contribute
to the success of the organization. Scholars contend that focusing simply on the direct
link between HRM practices and employee performance provides only a limited view
of performance (Saks 2021). For example, (Wu et al. 2021) pointed out the inconsistency
between HRM practices and organizational effectiveness, implying that the relationship
is more complicated than previously thought because the primary mechanism explaining
how HRM practices relate to organizational performance has yet to be established, either
theoretically or empirically (Arthur et al. 2016; Islam et al. 2021; Wu et al. 2021). As a
result, the focus of this study was on HRM’s indirect impact on the relationship between
leadership and employee performance. The following hypothesis was established based
on the preceding discussion to investigate this relationship in Ethiopian manufacturing
companies.

Hypothesis 3 (H3). HRM mediates the relationship between leadership and employees’ performance.

2.4. Conceptual Framework

The following Figure 1 shows the conceptual framework of this study constructed
from different literature.
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2.5. Measurements

Table 1 contains the fourteen items in the questionnaire. First, we operate five indi-
cators of leadership adapted from the study of Hoch et al. (2018) in concepts of ethical
leadership, transformational leadership, inclusive leadership, and responsible leadership
in current research to measure their effectiveness in enhancing employees’ performance.
Indicators of leadership are communicating, designing, predicting, assessing, and visioning.
Whereas, collaboration, involvement, actualization, perceivance, and teamwork as human
resource management practices were adapted from the study of (Marescaux et al. 2019) and
(Gill 2018) to see their mediating role in the relationship between leadership and employ-
ees’ performance. Lastly, four indicators of employees’ performance such as motivation,
productivity, task performance, and knowledge were considered to see whether the impact



Economies 2022, 10, 111 7 of 21

of leadership and human resource has brought change to employees’ performance or not.
These were adapted from the studies of (Peters et al. 2019) and (Dong et al. 2015).

Table 1. Characteristics of leadership indicator, HRM, and employee performance.

No Leadership Indicators Explanations Concept and Sources

1 Communicating
Leadership in companies that adapt your communication
style, transparency, empathy, and receiving and
implementing employees’ feedback in making decisions.

Transactional leadership, ethical
leadership, authentic leadership,

(Hoch et al. 2018)

2 Designing
Leadership in companies that can think, design,
collaborate, negotiate, present, sell, train, and push other
designers to get better in their craft.

3 Predicting

Leadership in companies that involve both analytical and
imaginative thinking consider multiple scenarios and
make some collective bets to create a truly shared vision
of the future.

4 Assessing

Leadership in companies that deal with people and
problems, evaluate their emotional intelligence, clarity of
communication, ability to form alliances, and tolerance of
ambiguity and stress.

5 Visioning

Leadership in companies forms a mental image to set
goals, make plans, and solve problems that guide the
organization into the future by enabling him and
empowering him to make better decisions.

HRM Practices

6 Collaboration

The process of recruiting, training, and evaluating
employee performance, and compensation in companies
applies the ability to collaborate and work in teams in
employees’ work.

HR practices,
(Marescaux et al. 2019)

7 Involvement
HRM in companies provides a platform and motivation
for employees to participate, contribute skills, and
participation in their work.

Review in HRM, (Gill 2018)

8 Actualization HRM in companies that applies the presence of HR
managers in employees’ work.

9 Perceivance
HR managers in companies that apply open and
interlinked dialogue with employees in making HR
policies relevant and accessible in their works.

10 Teamwork
HRM in companies that support employees to have
knowledge and teamwork skills, adaptability skills to new
information, and knowledge of things in their work.

Employees’ Performance
indicators

11 Motivation

Employees already feel motivated by the work they do
and all the attributes (personal need for work,
compensation, leadership, environment, etc.) that go with
it.

12 Productivity
Employees have felt effective and efficient in using
materials, resources, energy, capital, information, and time
in their work.

13 Task performance Employees already feel skilled in completing the specific
tasks in their work.

Research in business, hospitality,
and tourism. (Peters et al. 2019)

14 Knowledge Employees already have team knowledge regarding static
assignments that are in work teams for their work.

Empowering leadership
(Dong et al. 2015)
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3. Methods and Materials Used

The study’s primary goal was to investigate how leadership quality responds to
employee performance, as well as the role of human resource management in mediating
the relationship between leadership quality and employee performance. To accomplish
this, the study employed an explanatory and descriptive research design. The rationale for
employing this method is that explanatory research is an attempt to connect different ideas
and to understand the different reasons, causes, and effects. Furthermore, the descriptive
research design was used because it allows for the use of a wide range of research methods
to investigate one or more variables. In this case, we were attempting to describe the
relationship between leadership indicators, HRM practice, and employee performance. The
study in hand also adopted a mixed research approach (both qualitative and quantitative) as
it requires analyzing the relationship between variables based on theories and hypothesis
testing using statistical procedures. The study drew on both primary and secondary
data sources. The primary data was collected using a structured questionnaire, and the
secondary data was gathered from various published and unpolished documents on the
study topic. The questionnaire was designed with closed-ended questions. This type
of question is simple for respondents to answer to demonstrate their knowledge of the
subject. To make it easier for respondents to answer research questions simply, a five-point
Likert scale recommended by (Dawes 2008) was used, with response options ranging from
strongly disagree (1) to strongly agree (5).

The target population of the study was all active employees working in 1418 registered
manufacturing companies in Addis Ababa, Ethiopia. The study employed multi-stage
sampling techniques that included both purposive and simple random sampling techniques.
Simple random sampling was used to select the targeted manufacturing companies from
the total number of available manufacturing companies found in Addis Ababa. The
majority of manufacturing businesses in Addis Ababa are young and have the same
industry experience. As a result, we provide an equal chance of selection for all registered
manufacturing companies. According to Jonker and Pennink (2010), a random sampling
technique is used to give each event an equal chance of participation, and the sample
observations can be used for inferential purposes. After selecting the companies at random,
we used purposive sampling to distribute the prepared questions to respondents. In doing
so, the experience of the employees, educational background, and knowledge of the specific
area was taken into consideration. The sample size of the study is estimated based on
the recommendation of Yamane’s (1967) formula provided for simple random sampling
techniques (as cited in Mohammed 2020).

n =
N

1 + N(e)2

where n is the sample size, N is the population size, and e is the level of precision. A 95%
confidence level and e = 0.05, were assumed for determining the sample size for this study.
Accordingly, the sample size for the study was calculated as follows.

n =
1418

1 + 1418(0.05)2 n = 312

As a result, the researcher randomly selected 312 manufacturing companies as a sample
size from the 1418 companies because the researcher believed that taking a sample size
larger than this would be unmanageable given the nature of the study. The questionnaire
was designed for constructed variable leadership quality, human resource management,
and employee performance. The questionnaire was disseminated in two ways. To begin,
we distributed the questionnaire through various Facebook groups, google drive, and
telegram channels to receive feedback from respondents. We attempted to identify those
who had prior experience with social media in this manner. Using this method of data
collection allowed researchers to reduce data collection time and avoid physical contact
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during the COVID-19 era. Second, in the absence of respondents on social media, we
physically distributed the questionnaire. The data were collected over one month, from 12
December to 12 January. The analysis was carried out using a structural and measurement
model with the assistance of AMOS Version 2021.

4. Discussions

Leader competencies were measured with leadership indicator variables. This com-
prises of five items including communicating, designing, predicting, assessing, and vision-
ing. Each item is phrased as a behavioral statement. For human resource management
practices, again five items were used such as collaboration, involvement, actualization,
perceivance, and teamwork variables to measure how these human resource management
practices influence the company’s employees. Finally, we used motivation, productivity,
task performance, and knowledge as an indicator to measure the performance of the em-
ployees in the company. Respondents are asked to indicate how much their leader displays
the behavior, how the HRM function looks like in their company, and how the leadership
and human resource management practice influences their performance in their company
on five Likert scales, ranging from “Strongly disagree” (1), to “Strongly agree” (5).

Following the collection of data from the questionnaire, the responses of the respon-
dents were analyzed and discussed. The following section discusses the demographic
background of the respondents.

According to the above Table 2, the number of male respondents who participated
in answering the questionnaires was 210, while the number of female respondents was
102, translating to 67.30 percent male and 32.70 percent female. This implies that male
respondents dominated the key management area in selected manufacturing companies, as
compared to female respondents.

Table 2. Background of the respondents (n = 312).

Frequency Percent

1 Age (in Year)

18–25 19 6.1
26–30 112 35.9
31–40 163 52.24
41–60 18 5.76
Total 312 100.0

2 Sex
Male 210 67.30

Female 102 32.70
Total 312 100.0

3 Educational
Level

Secondary
Education 9 2.88

Diploma 45 14.42
BA Degree 175 56

Masters 72 23
Ph.D. and Above 11 3.5

Total 312 100.0
Source: Survey data, 2021.

The majority of the respondents in the study, as shown in Table 2 above, are between
the ages of 31 and 40. The second-largest age group of respondents is between the ages of
26 and 30. Respondents between the ages of 18 and 25 made up the third-largest group,
while those between the ages of 41 and 60 made up the smallest group. It is observed
that the majority of respondents are between the ages of 26 and 40, which is considered
productive age to run a business.

From Table 2, it is also possible to understand that, the majority of respondents hold a
BA degree, as evidenced by the fact that 175 (56 percent) of respondents responded that they
held a BA degree. Masters degree holders were the second-largest respondent group in the
study, as confirmed by 72 (23.9 percent) of respondents. Employees with a diploma account
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for the third-largest proportion of study respondents (14.42 percent), while those with a
secondary education account for the smallest proportion of respondents (2.88 percent).
As a result, the researcher concludes that the majority of respondents (82.5 percent) have
the educational level of a BA degree, and above. As the result, it can be argued that the
respondents’ educational qualification improves the quality of the study in attempting the
exact relationship between construct variables.

4.1. Descriptive Analysis of the Study

The study used human resource management (HRM) as the mediating variable be-
tween leadership style and employee performance. HRM was measured by proxy indica-
tors such as collaboration, actualization, involvement, perceivance, and teamwork. The
independent variable leadership style was measured by proxy indicators such as communi-
cating, designing, predicting, assessing, and visioning. The dependent variable of the study
employee performance was measured by proxy indicators of motivation, productivity, task
performance, and knowledge. The following (Table 2) of the study showed the descriptive
statistics of each construct variable used in the study.

In this study, the overall response value of each indicator used under each variable
was assessed using Gabčanová (2012) guideline. According to the guideline, indicators
with a mean score of 1–2.61 are considered the lowest explaining power, 2.62–3.41 are con-
sidered average/moderate, 3.42–4.21 are considered good/high, and 4.22–5 are considered
extremely high in explaining the latent variable. As a result, the descriptive statistics of
each indicator are discussed in the following portion of the study.

The mean value of the human resource management indicators ranges from 3.48
(teamwork) to 3.81 (actualization). As a result, the indicators used to measure human
resource management are thought to have a high level of explanatory power (3.42–4.21),
as previously stated under Gabčanová (2012) criteria. With a mean value of 3.81 and
a standard deviation of 0.817, actualization was discovered to be the most explaining
indicator of human resource management. Teamwork, on the other hand, was discovered
to be the least explaining indicator, with a mean value of 3.41 and a standard deviation of
0.198. The standard deviation of the indicator indicates how far each observation deviates
from its mean value.

The mean value of leadership style indicators ranges from 3.48 (communicating) to
3.78. (visioning). As a result, the indicators are found to be very effective at explaining the
latent variable. With a mean value of 3.78 and a standard deviation of 0.799, visioning was
found to be the most explaining indicator of leadership style

The mean value of the dependent variable employee performance indicators ranges
from 3.80 (motivation) to 4.32. (knowledge). As a result, the indicators used to assess
employee performance are thought to have a high and extremely high explanatory power
(4.21–5). Knowledge has the highest explaining power among the indicators used, with a
mean value of 4.32 and a standard deviation of 0.588.

This is supported by the findings of (Mura et al. 2021) research, which show that
employees require trust and emotional safety. They are more likely to act and behave
ethically and share their knowledge with coworkers if they trust their coworkers and
leaders, but if they do not trust their leaders, they may not act and behave ethically and are
unwilling to share their knowledge.

The findings of our study also show that the observation of each indicator used
under each variable differs based on gender. As a result, female respondents scored
highest on leadership indicators such as (teamwork, collaboration, and involvement).
While male respondents scored the highest on actualization and perception. Furthermore,
female respondents scored highest on human resource management and performance
indicators such as communicating and designing (HRM), motivation, and productivity
(performance). According to the results of row data, the majority of female respondents
strongly agreed on the influence of leadership on performance via teamwork, collaboration,
and involvement indicators. Additionally, they strongly agreed on the impact of human
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resource management on performance through HRM indicators of communicating and
designing. Mura et al. (2021) discovered that the attitudes of employees and owners
differ in various ways, as gender influences emotional intelligence. Therefore, HRM
policies and practices cause significant psychological and physical distress, mental and
physical ill-health, job dissatisfaction, low organizational commitment, and high employee
turnover rates (Mariappanadar 2012); and (Guest 2017). As a result, this demonstrates that
a company can improve employee performance by implementing leadership indicators as
well as human resource management practices.

4.2. Measurement Model

The study used an outer (measurement) model to examine the relationships between
the latent variables and their measures. The outer loading of the measures is found strongly
associated with the construct since all have factor loading values of greater than 0.70 (Gefen
and Straub 2005). Furthermore, the first component of the measurement model which is
supposed to be reliability analysis was performed with composite reliability and Cronbach
alpha. In line with the benchmark of Sarstedt et al. (2020) the cut-off point for composite
reliability and Cronbach alpha is supposed to be greater than 0.70. Hence the reliability
analysis test result implies all variables have a test result greater than the cut-off point
(Table 3). The second component of the measurement model (convergent validity) was
performed and found the validity of data with an average variance extracted value of
greater than 0.50 (Sarstedt et al. 2020) (Table 3). The issue of collinearity was tested through
the variance inflation factor. According to Sarstedt et al. (2020), the variance inflation factor
should be less than 10 to ignore the collinearity issue. Hence based on this argument the
study concluded that there is no evidence for the existence of collinearity between variables
since the value of the variance inflation factor is less than 10 for all variables (Table 3). The
result of the measurement model of the study shows that the data collected and used in the
study is reliable and valid.

Table 3. Descriptive statistics.

Indicators N Mean Std. Deviation

Collaboration 312 3.74 0.875
Actualization 312 3.81 0.817
Involvement 312 3.64 0.910
Perceivance 312 3.72 0.845
Teamwork 312 3.48 0.918

Communicating 312 3.48 0.925
Designing 312 3.72 0.811
Predicting 312 3.52 0.875
Assessing 312 3.59 0.844
Visioning 312 3.76 0.799

Motivation 312 3.80 0.804
Productivity 312 3.94 0.697

Task performance 312 4.16 0.580
Knowledge 312 4.32 0.588

Valid N (listwise) 312
Source: Amos data processing result.

Goodness of Fit

AMOS (analysis of moments structure) is a recently developed statistical program that
can test for the goodness of fit between the researcher’s obtained data and the researcher’s
specified or hypothesized structure. It is known by the estimation of the covariance matrix
and several t indexes to assess the goodness-of-fit between the data and the specified model.
The goodness of fit can be measured using various parameters such as CMIN/DF, which
was used in the study of (Marsh and Hocevar 1985). Chi-square statistics and degrees of
freedom are reported as a single t index. In doing so, the minimum value of the discrepancy,
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C, divided by the degrees of freedom (CMIN/df), is used to examine the significance of
chi-square values.

According to the authors, the model is fit if the value CMINF/DF is less than five.
Furthermore, (Guest 2009) found that for large sample sizes, the CMINF/DF value must be
less than five to indicate that the model is fit. The root mean square error of approximation
(RMSEA) that considers the model’s complexity and degrees of freedom is also another
parameter for the goodness of fit. According to (Byrne 2001) and (Reichstein et al. 2005), the
proposed cutoff value for RMSEA is 0.05 or less to be used to indicate a close relationship
between the data and the model. Confirmatory factor analysis is another method used to
report goodness of fit (CFI). The cutoff point for accepting the model under CFI is 90%.
That the CFI value must be greater than 90% to report goodness of fit (Bentler 1990), and
(Hatcher et al. 1994). Other parameters used in the study are shown in the section following
this one. The following (Table 4) of the study shows the details of the current study results.

Table 4. Outer loading and reliability analysis.

NO Indicators OL Alpha CR AVE VIF

HRM 0.93 0.685

1 Collaboration <— HRM 0.668 0.756 1.89
2 Actualization <— HRM 0.757 0.821 2.34
3 Involvement <— HRM 0.746 0.832 1.78
4 Perceivance <— HRM 0.749 0.811 1.69
5 Teamwork <— HRM 0.735 0.772 2.98

Leadership 0.898 0.856

1 Communicating <— Leadership 0.681 0.786 3.20
2 Designing <— Leadership 0.801 0.842 2.58
3 Predicting <— Leadership 0.707 0.867 2.63
4 Assessing <— Leadership 0.844 0.792 1.79
5 Visioning <— Leadership 0.822 0.883 1.58

Performance 0.913 0.785

1 Motivation <— Performance 0.671 0.766 1.67
2 Productivity <— Performance 0.807 0.873 2.89

3 Task perfor-
mance <— Performance 0.759 0.857 3.02

4 Knowledge <— Performance 0.624 0.891 2.16

Source: Amos data processing result. Note: OL—outer loading, AVE—average variance extracted, CR—composite reliability,
and VIF—variance inflation factor.

The following Table 5 show the result model fit with the help of Amos.

Table 5. The result of model fit.

No Parameters Result Accepted Value Source

1 CMIN/DF 3.67 <5 (Marsh and Hocevar 1985), (Bentler 1990), (Guest 2009)

2 CFI 0.924 >0.90 (Bentler 1990) and (Hatcher et al. 1994)

3 RSMESA 0.062 <0.80 (Byrne 2001) and (Reichstein et al. 2005)

4 NFI 0.936 >0.90 (Bentler 1990)

5 PCFI 0.701 >0.50 (Reichstein et al. 2005)

6 RMSR 0.008 <0.05 (Reichstein et al. 2005)

Source: Amos data processing result.

As can be seen in the above (Table 5), the result of each parameter was examined with
previously established studies. The study result implies that the model is fit under each
parameter.
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4.3. Structural Model

The structural model assessment method was used in the study to investigate the
relationship between the variables proposed. In doing so, the study estimates both the
direct and indirect effects of leadership on employee performance.

The following (Table 6 and Figure 2) shows the study result framework with further
discussions.

Economies 2022, 10, x FOR PEER REVIEW 15 of 23 
 

 
Figure 2. Regression result framework. 

  

Figure 2. Regression result framework.



Economies 2022, 10, 111 14 of 21

Table 6. Structural model estimation.

Estimations Estimate Probability

Direct effect

Leadership → Human resource management 0.896 ***

Human resource management → Performance 0.466 **

Leadership → Performance 0.134 0.474

Indirect effect

Leadership → Human resource management → Performance 0.417 ***

Total effect

Leadership → Performance 0.551 ***
Source: Amos data processing result. Note: t > 2.58 at ** p < 0.01; t > 3.29 at *** p < 0.001.

4.4. Measurement Model

We tested our hypotheses in several ways. First, we performed regression analyses to
test the direct effects of the interaction of leadership on employees’ performance. Second,
in line with prior research, which suggests a combined approach to the test of mediation
(e.g., Lin and McDonough (2014); Lin et al. (2013); Preacher and Hayes (2008), we com-
bined Baron and Kenny’s (1986) four-step criteria, bootstrapping technique MacKinnon
and Dwyer (1993); Zhao et al. (2010) and Crawford and Sobel (1982) test to test for the
mediating effect of human resource management on the relationship between leadership
and employees’ performance. Baron and Kenny’s (1986) four-step criteria help informally
judge if the proposed mediation occurs. It requires (1) the significant effect of the indepen-
dent variable on the dependent variable, (2) the significant relationship of the independent
variable with the mediator, (3) the significant effect of the mediator on the dependent
variable, and (4) the significant relationship between the mediator and the dependent
variable with the independent variable controlled. The bootstrapping technique together
with the Crawford and Sobel (1982) test was used to formally test the mediating effect.

Hence, from the above table, the result of direct effect estimation shows that lead-
ership has no significant effect on employees’ performance with a path coefficient of
(β = 0.134, p-value = 0.474). This finding supports the results of research conducted by
(Fakhri et al. 2020; Kertiriasih et al. 2018; Pawirosumarto et al. 2017; Prabowo et al. 2018;
Shahab and Nisa 2014). However, the results of this study contradict the results of studies
conducted by authors that have explained the interaction between leadership and employ-
ees’ performance. They are (Bastari et al. 2020; Febiningtyas and Ekaningtias 2014; Rozi
et al. 2020; Sundi 2013; Top et al. 2020). Human resource management, on the other hand,
has a positive and significant effect on employee performance. According to the findings
of the study, human resource management has a direct positive and significant effect on
employee performance, with a path coefficient (=0.466, p-value < 0.05). The result also
implies that a one-unit increase in human resource management causes a 0.896-unit increase
in employee performance and is statically significant at a 5 percent significance level. The
finding of this study is consistent with the study established by (Green et al. 2006; Koonmee
et al. 2010; Mudor 2011; Ngo et al. 2008; Steijn 2004; Zhou et al. 2020). However, the result
conducted by Van De Voorde et al. (2012) was contradict our research finding as they found
their study as there is no relationship between HRM and employees’ performance. The
finding of the study further implies that leadership has a positive and significant effect on
human resource management with a path coefficient (=0.896, p-value < 0.000), and statically
significant at a 1 percent significance level. This can also be supported by the findings of
(Kloutsiniotis et al. 2022; Oubrich et al. 2021)

4.5. Mediating Analysis

Despite a strong interest in the impact of HRM on employee performance (Huetter-
mann and Bruch 2019); (Zhu et al. 2019), more understanding of the mediating processes by
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which HRM influences quality leadership and increased employee performance is required
(Chaudhry et al. 2019). Therefore, this study investigates whether human resource man-
agement has a mediating role between leadership and employee performance. According
to the findings of the structural model analysis, human resource management plays a
positive and significant mediating role between leadership and employee performance,
with a path coefficient of (=0.417, p-value < 0.01). This implies that leadership has an impact
on employee performance via human resource management. As a result, it is possible to
conclude that the effect of leadership on employee performance is indirect and statistically
significant. In total effect, human resource management has a fully mediating role between
leadership and employee performance. The finding of this study is consistent with the
study established by Ali et al. (2018). The human resources department is crucial in the
design and implementation of performance appraisals. The HR team serves as a liaison
between the employee and the company’s leaders or reviewing authorities.

Through collaboration, involvement, actualization, perceivance, and teamwork with
employees, human resource management practices can improve the quality of leaders. A
high level of leadership indicator was discovered to be associated with a high level of HRM
practice by leaders for achieving organizational goals (Rego et al. 2016). Leadership and
human resources have a symbiotic relationship. So many good HR practices, policies, and
practices are dependent on good leadership, and so many good HR practices are dependent
on good leadership—the right interventions at the right time, for the right leaders (Elmore
2008). The research finding conducted by (Holbeche 2009) also shows that the HRM practice
contributes to the creation of added value by ensuring the availability of people with the
necessary competencies and levels of motivation, as well as by assisting in the creation
of a culture and environment that promotes quality performance. This demonstrates that
the success of each organization is the result of efficient utilization of human resource
management practices, as well as a good leadership indicator. Leaders must have an
innovative vision, believe in it completely, be able to express it, and communicate it to
employees so that they would believe in and be excited by it as well. In this communication
process between the leader and the organization’s members, human resource management
is crucial (Ali et al. 2018). Walumbwa et al. (2008) argue that human resource management
practices, along with appropriate leadership style, play a critical role in improving employ-
ees’ performance in a company, particularly by improving employees’ affective bond to the
organization. This clearly demonstrates that human resource management practices can
serve as a bridge between leadership and employee performance.

It is the human resource team’s responsibility to ensure that the appraisal process
runs smoothly (Bourne et al. 2013). This demonstrates that even if the company has a
competent leader, it will not be successful unless human resource management practices
are implemented. As a result of the findings, HRM has a positive and significant effect
on employee performance while also mediating the relationship between leadership and
employee performance. This result is also consistent with the research findings of Islam
et al. (2021); Ali et al. (2018); Zhu et al. (2005); Al Qudah et al. (2014). On the other hand,
the research conducted by Wu et al. (2021) contradicted this finding. Therefore, the study
accepts H2 and H3, because HRM practice has a direct positive relationship to performance,
and, also, has a mediating role between leadership and employees’ performance relation-
ships. However, this research finding fails to accept H1 since leadership has no direct
significant effect on employee performance.

5. Conclusions and Recommendations

This study aimed to use human resource management to establish a link between lead-
ership and employees’ performance in Ethiopia’s manufacturing industries. This research
gives various beginning points for increasing the performance of manufacturing organiza-
tions through their personnel based on its findings. It appears that firms must invest in
employees’ needs by employing human resource management strategies to improve their
performance. Furthermore, the findings found that manufacturing employees, like those in
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other industries, have a strong desire to stay with the firm and that it is up to the leadership
to develop trust, inspiration, and a sense of loyalty and responsibility. This will encourage
employees to continue to give their best to help their companies achieve objectives. This
implies that the leaders in those manufacturing companies deal with their employees by
setting goals, making plans, and solving problems that guide the organization into the fu-
ture by enabling and empowering them to make better decisions. Therefore, manufacturing
companies in Ethiopia are better to adopt leadership development approaches that facilitate
performance. This paper’s result may also inspire the companies to think about the qualities
of vision and innovative approach in a leader, which may lead manufacturing companies
in Ethiopia to better manage the process of organizational change and may increase the
chances of their success. Employee motivation, productivity, and task performance improve
when leaders provide service, knowledge sharing, and empowerment to their employees
(Mura et al. 2021). Furthermore, the study finding provides insight into gender difference
matters in leadership quality. As the majority of leadership indicators scored the highest
value under female respondents, hence the manufacturing companies should think about
bringing the female employee to a managerial position in a boost to increase the leadership
quality indicators that deliberately influence the employee performance. The direct effect
of leadership quality was found insignificant in influencing the employee performance in
this study, and this may also happen because of the influence of gender difference as the
majority of the respondents who participated in this study were male respondents.

Besides, the current study findings imply that when employees view their leaders
as employing conduct that allows them to engage in decision-making, they become more
devoted to the industries, more loyal to the entity’s course, and improve their performance.
This is also supported by the findings of Kloutsiniotis et al. (2022); and Scuotto et al. (2022).
To boost employee work performance and commitment, managers should adopt appropri-
ate leadership to satisfy and retain them to serve the industries for a long period. Moreover,
proper HRM training programs are better to be intended so that employees will be more
committed to the success of manufacturing enterprises as a result of this and may assume
that the future is bright if they continue to enhance their performance. However, more
than everything, manufacturing companies in Ethiopia are better to approach management
consulting agencies to help their organizations improve the performance of their employees
and achieve their goals efficiently and effectively. Because management consulting agencies
enable the organization by giving advice and accessing consultants’ specialized expertise
on how to enhance employees’ performance using appropriate leadership through good
human resource management practices as suggested by the research findings (Szeiner et al.
2020). Emotional intelligence is also important for the employees of the company, especially
when performing tasks that require teamwork (Mura et al. 2021). Therefore, it’s very recom-
mended to managers of manufacturing industries in Ethiopia to keep knowledge-sharing
habits in their organization so that their employees can perform the complicated tasks
easily with teams.

However, there are some limitations to this research, to begin, we conducted just
on manufacturing companies found in Addis Ababa city. Hence, further research can be
undertaken in different parts of the country to ensure that the findings are generalizable.
Furthermore, this research was designed as a cross-sectional study to test the hypothesized
relationships between the variables. As a result, future scholars will be able to evaluate
relationships over time.

Practical Implications

The study’s findings have implications for HRM practice. We emphasize the critical
role that leaders must play in maximizing the benefits of HRM practices in the organiza-
tion (Alagaraja 2013). Ethiopian manufacturing industry leaders must understand their
role and influence in defining and maximizing HRM contributions in the workplace to
improve employee performance (Thornhill and Saunders 1998). According to the findings
of (Elmore 2008), when company leaders are deeply invested in integrating HRM practices
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and leadership indicators, organizations can expect higher levels of productivity, improved
employee morale, and increased customer satisfaction. We believe that leaders should take
the lead in improving the quality of HRM practice contributions by allocating resources
and providing support and encouragement to HRM professionals to improve employee
performance. On the other hand, HRM policies and practices negatively cause significant
psychological and physical distress, mental and physical ill-health, job dissatisfaction, low
organizational commitment, and high employee turnover rates if they are not associated
with appropriate leadership indicators (Mariappanadar 2012); and (Guest 2017). Hence,
this demonstrates that a company can improve employee performance by implementing
leadership indicators as well as human resource management practices.
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