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ABSTRACT 
This study discovers how HR practices, including talent management, employee 
engagement, and continuous learning, and organizational dynamics to stand-in an 
innovative culture. Also it analyse how Human Resources practices and organizational 
dynamics influence innovation within manufacturing companies. In the fast evolving 
landscape of manufacturing, Human Resources and organizational dynamics play an 
important role in innovation. The ability to harness human capital effectively, joined with 
a dynamic organizational structure, enables manufacturing companies to adapt rapidly to 
technological advancements and market demands. Findings suggest that effective talent 
management, organizational structures, and digital transformation are crucial for 
improving innovation in the manufacturing sector. 
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Introduction 
In today's fast changing manufacturing industry, 
innovation has become a critical determinant of 
success. As companies struggle to remain at the 
forefront of technological advancements and 
respond to shifting market demands, the role of 
Human Resources and organizational dynamics has 
begun as a vital driver of innovation. Traditional 
manufacturing paradigms, characterized by inflexible 
hierarchies and standardized processes, are giving 
way to adaptive and more flexible organizational 
models. HR functions are no longer limited to 
administrative tasks but are increasingly viewed as 
strategic partners in raising innovation. In the ever-
evolving landscape of the manufacturing industry, 
innovation stands as a crucial pillar for sustaining 
competitive advantage and improving growth. Emily 
Carter stated that effective Human Resources 
practices and dynamic organizational structures are 
most important in raising an environment conducive 
to innovation. Carter (2024) revealed that 
technological advancements are seen as the key factor 
of innovation, the role of HR and organizational 
dynamics cannot be understated. The integration of 
effective HR practices and organizational structures 
can enhance a firm's ability to innovate. This will 
attract and retaining top talent, promoting a culture 
that encourages collaboration, creativity, and 
continuous learning. Organizational dynamics can 

empower employees to take initiative and contribute 
to the innovation process.  
 
Review of literature 
The researchers indicating the critical role that HR 
plays in adopting an innovative culture. Shipton et al. 
(2005) shows that human resource practices such as 
empowerment, training, and performance 
management are associated with innovation 
outcomes. Organizations with well-developed 
human resource systems tend to be more innovative 
and invest in employee development are well 
positioned to achieve continuous innovation.  
Beugelsdijk (2008) extend the impact of 
organizational culture on innovation, mainly in the 
manufacturing sector. The culture of honesty, focus 
on teamwork and support for risk-taking can 
significantly enrich a company's innovative 
capabilities. Laursen and Foss (2003) shows HRM 
practices impact the rate of innovation in 
manufacturing companies. The flexible HRM 
systems such as team-based work and job rotation, 
contribute to higher levels of innovation. This types 
of practices enhance the organization's ability to 
respond to changes in technology and market 
conditions. 
Huselid and Further, (1995) indicates the strategic 
role of human resource in driving innovation will 
help the organisations in talent management and 
improve the performance. High-performance work 
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systems such as recruitment, training, and 
performance-based compensation, are crucial for 
raising an environment conducive to innovation.  
According to Tidd and Bessant (2018), 
manufacturing companies need to innovate and they 
need to adopt organizational structures that promote 
flexibility and decentralization. This will help the 
management for greater responsiveness to 
technological changes and faster decision-making, 
thus enhancing the organization's innovation 
potential. 
 
HR AND ORGANIZATIONAL DYNAMICS 
Talent Management 
Attracting and hiring people with innovative 
mindsets and varied skill sets is critical. Organizations 
that prioritize talent with a tendency for creativity and 
problem-solving are better positioned to develop 
innovation. Skill development programs and 
continuous learning opportunities enable employees 
to retain pace with technological advancements and 
industry trends, which are essential for adopting 
innovation. Talent management is a strategic 
approach focused on attracting, retaining, 
developing, and optimizing the most valuable assets 
of an organization and its individuals. It includes 
identifying the skills and capabilities needed to 
achieve the organization’s goals, and ensuring that 
the right people with the right skills are in the right 
roles at the right time. Effective talent management 
will enhance organizational performance, develop a 
positive workplace culture, higher employee 
satisfaction and retention. 
 
Employee Engagement 
Highly engaged employees are more likely to be 
motivated and committed to innovation efforts. 
Engagement can be promoted through career 
development, recognition, and ensuring arrangement 
with the company's innovation goals. Engaged 
employees are more productive, motivated, and 
associated with the industry’s goals, often going 
above and beyond in their roles. HR plays an 
important role in raising engagement through various 
strategies, such as offering opportunities for 
professional development, creating a positive work 
environment, ensuring open and effective 
communication between management and staff and 
recognizing and rewarding achievements. High levels 
of employee engagement lead to better performance, 
a stronger organizational culture, reduced turnover, 
and contributing to the success of the business.  

Encouraging risk-taking 
Encouraging risk-taking in human resource involves 
creating a workplace culture where employees feel 
empowered to innovate, experiment, and challenge 
the status quo without fear of negative consequences. 
Human resource can raise this by promoting 
psychological safety, where employees know that 
their ideas and initiatives, even if they fail, are valued 
and seen as learning opportunities. They can achieve 
through open communication, supportive leadership, 
recognizing and rewarding, creative efforts and 
innovative thinking. When employees are encouraged 
to take risks, they become more engaged, proactive, 
confident and contributing to a more dynamic and 
resilient organization. 
 
Improving performance 
Improving performance involves implementing 
strategies and practices that enhance the productivity 
and effectiveness of employees, also improve the 
success of the organization. Human resource can 
improve performance through various methods, 
such as setting clear goals and expectations, regular 
feedback, and provide opportunities for skill 
enhancement and professional development. 
Performance management systems, which include 
regular performance reviews, play an important role 
in identifying areas for improvement and strengths, 
allowing HR to support the individual needs.  
 
Objectives 
To discover how HR practices and organizational 
dynamics influence innovation in manufacturing 
companies. 
To assess the talent management availability in the 
manufacturing industries.  
 
Hypothesis  
H1: There is an association between the factors of 
Organizational Dynamics. 
H2: Talent management improve the performance of 
employees in the manufacturing industries. 
 
Methodology 
This study employs a mixed-method approach, both 
qualitative and quantitative data to assess the impact 
of human resource and organizational dynamics on 
innovation. The data was collected through surveys, 
and interviews from various manufacturing 
companies and the data was analysed using statistical 
methods. 

 
Analysis and Interpretation 

Descriptive Statistics 

 N Mean Std. Deviation 

Talent Management 122 3.0861 .87833 

Employee Engagement 122 2.8852 .81059 
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Encourage Risk Taking 122 3.1721 .97228 

Improve Performance 122 3.13 .970 

Valid N (listwise) 122   

 
MEAN 
The mean scores for the variables such as talent 
management (3.09), employee engagement (2.89), 
encourage risk taking (2.93), and improve 
performance (3.17). Among all the above variables, 
the highest mean score goes to improve 
performance. Hence, this study indicates that Hr role 
and organizational dynamics play an important role 
in improve performance of manufacturing company 
employees. 

STANDARD DEVIATION 
Table 1.1 shows, the Std. Deviation scores for the 
factors such as talent management (.88), employee 
engagement (.81), encourage risk taking (.97), and 
improve performance (.97). It shows encourage risk 
taking and improve performance has high Std. 
Deviation and employee engagement has low Std. 
Deviation.   

 
Pearson Correlation Analysis 

Correlations 

  
Talent 
Management 

Employee 
Engagement 

Encourage 
Risk Taking 

Improve 
Performance 

Talent Management 1 .788** .672** .682** 

Employee Engagement 
 

1 .665** .646** 

Encourage Risk Taking   1 .817** 

Improve Performance    1 

**. Correlation is significant at the 0.01 level (2-tailed). 

 
TESTING OF HYPOTHESIS 1 
H1: There is an association between the factors of 
Organizational Dynamics. 
The table 1.4 shows the inter-correlation matrix that 
all factors of organisational dynamics were 
significantly correlated with each other @ 1% level of 
significance which displays, there is a relationship 
between talent management, employee engagement, 
encourage risk taking and improve efficiency. 
The Correlation coefficient among “talent 
management” and “employee engagement” is .788**, 
which shows 78.8% of positive relationship among 
“talent management” and “employee engagement” at 
1% level of significance. The Correlation coefficient 
among “talent management” and “encourage risk 
taking” is .672**, which shows 67.2% of positive 
relationship among “talent management” and 
“encourage risk taking” at 1% level of significance. 
The Correlation coefficient among “talent 
management” and “improve performance” is .682**, 
which shows 68.2% of positive relationship among 
“talent management” and “improve performance” at 
1% level of significance. 

The Correlation coefficient among “employee 
engagement” and “encourage risk taking” is .665**, 
which shows 66.5% of positive relationship among 
“employee engagement” and “encourage risk taking” 
at 1% level of significance. The Correlation 
coefficient among “employee engagement” and 
“improve performance” is .646**, which shows 
64.6% of positive relationship among “employee 
engagement” and “improve performance” at 1% 
level of significance. 
The Correlation coefficient among “encourage risk 
taking” and “improve performance” is .817**, which 
shows 81.7% of positive relationship among 
“encourage risk taking” and “improve performance” 
at 1% level of significance. 
 
Mediation Analysis - Andrews Hayes Test 
Model – 4 

✓ Dependent variable (Y) = IP (Improve 
Performance) 

✓ Independent variable (X) = Talent Management 

✓ Mediating variable (M) = Encourage Risk Taking 

 
Table 1.1 Hayes process direct effect of talent management on Improve performance 

 
 
Variable 

R R –sq MSE F df1 df2 P 

   .6649     .4421    .5318   95.1044   1.0000 120.0000 .0000 

       

coeff Se T P LLCI ULCI  

Constant .8710 .2450 3.5546   .0005  .3858 1.3561  

Talent management    .7976 .0818 9.7521   .0000       .6356 .9595  
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The table 1.1 shows that the direct effect between 
talent management and Improve performance is 
statistically significant (coeff= 0. 7976, Se = .0818, P 
= 0.0005). 

Hence, H2: Talent management improve the 
performance of employees in the manufacturing 
industries. 

 
Table 1.2 Mediating effect of talent management towards encourage risk taking and Improve 

performance 

 
Variable 

R R –sq MSE F df1 df2 P 

  .8285 .6864 .3002 130.2410   2.0000 119.0000 .0000 

       

coeff Se T P LLCI ULCI  

Constant .2960 .1935 1.5294   .1288   -.0872 .6792  

Talent management    .2212 .0823 2.6891   .0082      .0583   .3841  

Encourage risk 
taking 

  .6926 .0686 10.0981   .0000       .5568 .8284  

 
The above table inferred that mediating effect of 
encourage risk taking between talent management 
and improve performance is statistically significant 
(coeff = 0.2212, Se = 0.0823 and P=0.0082). The 

direct effect talent management to encourage risk 
taking is statistically significant (coeff = 0.6926, Se =. 
0.686 and P=0.000). 

 
Table 1.3 Total effect, direct effect and indirect effect of talent management on improve performance with 

mediating effect of encourage risk taking. 

 
 
 
 
Variable 

Total Effect of X on Y 

Effect Se T P LLCI ULCI 

  .7736 .0834 9.2779   .0000   .6085    .9387 

Direct Effect of X on Y 

Effect Se T P LLCI ULCI 

.2212 .0823 2.6891    .0082 .0583   .3841  

Indirect Effect(s) of X on Y 

Encourage risk 
taking  

Effect Se LLCI ULCI  

.5524 .0874   .3790 .7273  

 
The table 1.3 indicates, Indirect effect (IP=0.5524 is 
statistically significant 95%, CI= (0.3790, 0.7273). 
 
Findings 
Manufacturing companies that prioritize problem-
solving abilities, hiring for creativity, and a propensity 
for innovation report higher levels of innovative 
output. These organizations need to utilize advanced 
recruitment techniques to identify and attract 
candidates with high innovation potential. Regular 
training programs focused on enriching employees' 
creative and technical skills are linked to higher 
innovation rates. The innovative culture supports 
experimentation and improve the development of 
new ideas and solutions. The open communication 
channels are effective in promoting innovative 
thinking. The leaders who inspire and motivate 
employees to think creatively and pursue new ideas 
report higher innovation outcomes. The innovative 
behaviour employees feel more motivated to 
contribute to innovation efforts. The manufacturing 
companies need to invest in the latest technologies 
and digital tools report higher innovation levels. 

These tools assist the development of new products, 
enhance collaboration across teams and improve 
processes. The lack of association between 
innovation goals and performance management 
systems results in lower levels of innovation.  
 
Conclusion 
The human resource practices and organizational 
dynamics play an important role in improving 
innovation within manufacturing industries. By 
strategically managing talent, promoting a culture 
that encourages risk-taking, and adopting leadership 
styles that inspire creativity, companies can enrich 
their innovative capacities. The organizational 
structures, supported by cross-functional teamwork 
and decentralized decision-making, enable swift 
responses to technological advancements and market 
changes. Embracing digital transformation and 
external collaborations develops the scope for 
innovation by integrating various perspectives and 
cutting-edge technologies.  
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