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Abstract

Human resource management (HRM), innovation, and regulation are widely acknowledged as critical
determinants of small and medium-sized enterprise (SME) performance. Yet, their interplay in the context of
halal-certified SMEs remains fragmented. This study systematically reviews empirical evidence to integrate the
Resource-Based View (RBV) and Strategic Human Resource Management (SHRM) perspectives, examining how
HRM practices, innovation, and regulatory compliance jointly shape halal SME performance. Following PRISMA
2020 guidelines, a Scopus-based search (2015-2025) identified 1,572 records. After screening and appraisal using
JBI and CASP checklists, 106 studies were included for synthesis. A convergent approach combined descriptive
statistics and thematic analysis. HRM practices grounded in the Ability—Motivation—Opportunity (AMO)
framework and green HRM consistently foster innovative work behaviour and digital readiness. Innovation across
products, processes, and business models enhances performance, while halal certification and broader regulations
serve a dual role: creating compliance costs yet strengthening legitimacy and market trust. Evidence integrating
the HRM-innovation—regulation triad remains scarce but reveals promising avenues for SME competitiveness.
The findings highlight regulation as a strategic capability rather than a constraint. For halal SME managers,
aligning HRM practices with digital innovation and regulatory compliance is essential for sustainable growth. For
policymakers, designing enabling regulations is critical to strengthening SME resilience and legitimacy. This
review is among the first to map the integrative mechanisms linking HRM, innovation, and regulation within halal
SMEs, advancing RBV-SHRM scholarship and offering actionable insights for practice.

Keywords: Halal SMEs, Strategic Human Resource Management (SHRM), Resource-Based View (RBV),
Ability-Motivation—Opportunity (AMO) Framework, Innovation and digital Readiness

1. INTRODUCTION

Small and medium-sized enterprises (SMES) are widely recognized as the backbone of both
national and global economies, providing substantial contributions to innovation, employment,
and inclusive development (Carlsson, 2025; Vu, 2025). Within Muslim-majority countries,
halal SMEs hold a particularly strategic role because halal certification functions not only as a
regulatory requirement but also as a signal of legitimacy and consumer trust that strengthens
competitiveness (Martin-Rios, 2025; Reshid, 2025). At the same time, the accelerating pace of
digital transformation has reshaped business ecosystems, requiring SMEs to enhance IT
capabilities, adopt digital tools, and utilize data-driven approaches to maintain performance in
increasingly dynamic markets (Ueasangkomsate, 2025; Chacon, 2025; Ptivara, 2025). These
developments indicate that halal SMEs need to align human resource management (HRM)
practices with innovation and regulatory compliance in order to sustain competitiveness and
performance (Imjai, 2025; Nkwinika, 2025).

Existing scholarship provides important foundations for understanding SME
competitiveness through the resource-based view (RBV), which emphasizes that firms achieve
sustained competitive advantage by leveraging valuable, rare, inimitable, and non-substitutable
resources (Barney, 1991; Barney, 2001). HRM is increasingly recognized as such a strategic
resource, since the skills and motivation of employees are difficult to imitate and strongly tied
to firm-level outcomes (Wright & McMahan, 1992). Moreover, RBV has been expanded into
environmental sustainability through the natural-resource-based view, which links
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competitiveness with ecological stewardship (Hart, 1995). Parallel to these developments,
SHRM literature highlights how HRM practices must be integrated into broader business
strategies, with more recent studies focusing on sustainability and green HRM to enhance long-
term organizational performance (Jackson & Seo, 2010; Renwick et al., 2013; Ren et al., 2018).
Within the SME context, empirical research has addressed corporate governance, CSR,
financial literacy, and digital strategies as drivers of competitiveness (Bekpayeva, 2025;
Beebeejaun, 2025; Johnston, 2025; Mejia-Duque, 2025), while institutional environments also
play a decisive role in shaping innovation (Boari et al., 2019). Despite these advances, HRM,
innovation, and regulation are often examined in isolation, and a limited understanding remains
of how these factors interact to influence performance in halal SMEs (Milovanova, 2025;
Hidayat, 2025; Hasanova, 2025).

This study aims to address these gaps through a systematic review of peer-reviewed
research on SMEs published between 2015 and 2025. The review is guided by three research
questions: (1) How have prior studies examined the relationships between HRM practices,
innovation, and performance in SMEs? (2) What empirical patterns and gaps emerge across
different contexts? and (3) How can integrating RBV and SHRM perspectives advance
theoretical and practical insights into SME competitiveness? By synthesizing global evidence,
this article contributes theoretically by linking RBV and SHRM perspectives to clarify how
HRM practices facilitate innovation and regulatory compliance (Barney, 1991; Wright &
McMahan, 1992; Jackson & Seo, 2010). It also contributes empirically by consolidating cross-
national findings on halal SME dynamics and practically by offering actionable
recommendations for policymakers and managers to strengthen innovation, compliance, and
competitiveness (Riwayati, 2025; Silva, 2025; Suyuti, 2025). This integrative perspective
positions the study at the intersection of HRM, innovation, and regulation and establishes a
comprehensive basis for advancing both scholarship and practice in the development of halal
SMEs.

2. LITERATURE REVIEW

2.1 Resource-based view and sustainable competitive advantage

The resource-based view (RBV) emphasizes how firms derive sustainable advantage from
resources that are valuable, rare, inimitable, and non-substitutable (Barney, 1991; Barney,
2001). In SMEs, human capital, digital competence, and innovative routines are particularly
important because they compensate for size-related disadvantages (Carlsson, 2025; Vu, 2025).
Recent research highlights that sustainable transformation in SMEs depends on embedding
RBV into management systems standards, thereby strengthening adaptability and
competitiveness (Carlsson, 2025). Moreover, R&D subsidies have been shown to generate
long-term effects on firm performance by enhancing internal innovation capabilities, further
supporting the RBV assumption that unique resource endowments drive firm survival and
growth (Reshid, 2025).

Within halal SMEs, compliance with certification requirements can itself be framed as a
distinctive capability under RBV. Certification processes demand investment in knowledge,
systems, and HRM practices, which may be costly but also reinforce market legitimacy
(Martin-Rios, 2025; Reshid, 2025). This aligns with Hart’s (1995) natural-resource-based
view, which positions sustainability and institutional responsiveness as firm-level resources.
Evidence from transition economies further confirms that institutional frameworks shape
SMESs’ ability to innovate and compete (Boari et al., 2019). Thus, halal certification represents
both a regulatory demand and a strategic resource that enhances competitiveness by signaling
quality, trust, and compliance.
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2.2 Strategic human resource management and green HRM

SHRM links HRM practices with organizational strategy to sustain competitiveness
(Wright & McMahan, 1992). Increasingly, SHRM scholarship has shifted towards
sustainability, with Jackson and Seo (2010) and Renwick et al. (2013) framing HRM as a tool
to embed ecological responsibility into strategy, and Ren et al. (2018) identifying green HRM
as an emerging research frontier. Empirical evidence suggests that SMEs adopting HRM
systems that promote employee skills and financial literacy can better respond to external
shocks and drive innovation (Imjai, 2025; Ueasangkomsate, 2025).

Recent studies confirm that HRM is essential for SME competitiveness across contexts.
For instance, digital transformation success depends on human capital readiness, particularly
IT and digital competencies (Ptivara, 2025; Khalatur, 2025). Moreover, corporate governance
and HRM complement each other in enhancing transparency, efficiency, and long-term
viability (Bekpayeva, 2025; Nkwinika, 2025). In halal SMEs, HRM must not only foster
innovative work behavior but also ensure compliance with halal standards, aligning with
SHRM principles where HR systems directly support strategic goals. This dual role highlights
the need to integrate SHRM with RBV, positioning HRM not as a supporting activity but as a
core resource shaping innovation and compliance.

2.3 Innovation, regulation, and SMEs in transition

Innovation is recognized as a survival and growth mechanism for SMEs in volatile
environments. Digitalization and IT adoption enable SMEs to overcome resource limitations,
expand market reach, and integrate sustainable practices (Chacdn, 2025; Gusenbauer, 2025;
Silva, 2025). For example, research shows that digital platforms augment micro-firm
operations and expand strategic opportunities (Gusenbauer, 2025), while innovation
frameworks such as TRIZ facilitate business model transformation in manufacturing SMEs
(Mejia-Duque, 2025). Institutional and regulatory contexts also significantly affect innovation
outcomes, as illustrated by studies of open data policies (Guliyev, 2025) and governance
environments (Boari et al., 2019).

In halal SMEs, regulation plays a dual role: halal certification creates compliance costs but
simultaneously enhances market legitimacy and competitiveness (Hidayat, 2025; Hasanova,
2025). Studies of CSR and social responsibility further indicate that regulation and ethical
practices reinforce competitiveness, especially in small firms seeking consumer trust
(Riwayati, 2025; Beebeejaun, 2025). However, empirical findings suggest that many SMEs
treat regulation as an external constraint rather than integrating it into their resource base
(Milovanova, 2025). Synthesizing these findings shows the need for a new perspective where
regulatory compliance is not merely an obligation but a strategic capability contributing to
competitiveness, particularly in halal industries.

2.4 Research gaps and conceptual integration

Although the resource-based view (RBV) and strategic human resource management
(SHRM) perspectives provide strong theoretical foundations for analyzing SME
competitiveness, their integration in the halal SME context remains limited. Current studies on
SMEs emphasize digitalization, innovation, governance, and CSR as critical determinants of
performance (Johnston, 2025; Gumieri, 2025), yet few explicitly connect these drivers with
HRM practices and regulatory compliance. Halal SMEs, which operate under unique
institutional and religious requirements, represent a distinctive empirical context where
innovation, regulation, and HRM must be studied jointly. Despite growing evidence that
financial literacy, digital skills, and governance strengthen SME competitiveness, these factors
are often analyzed separately, resulting in a fragmented understanding of their combined
impact (Imjai, 2025; Silva, 2025; Suyuti, 2025).
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This fragmentation highlights a significant research gap. HRM practices have been shown
to foster innovation and adaptability, but their role in embedding halal compliance as a strategic
resource has not been fully theorized. Similarly, while institutional and regulatory studies
recognize the influence of governance and policy environments, they seldom explore how
HRM functions as a mediating mechanism linking compliance and innovation to SME
performance (Boari et al., 2019; Bekpayeva, 2025). Without a comprehensive perspective,
prior studies provide only partial explanations of halal SME competitiveness. Addressing these
gaps requires an integrated framework that synthesizes RBV and SHRM while incorporating
innovation and regulation as central dimensions.

Based on this synthesis, the present study proposes a conceptual framework that positions
RBV as the foundation of firm competitiveness, with SHRM functioning as the operational
mechanism through which internal capabilities are mobilized. Innovation and regulation serve
as mediating processes that directly influence performance, while performance outcomes
ultimately determine whether SMEs achieve sustainable competitive advantage. This
framework highlights the dual role of HRM practices in halal SMEs: enabling innovation and
ensuring compliance with halal certification requirements. By situating HRM within both RBV
and SHRM perspectives, the framework provides a holistic foundation for understanding how
halal SMEs navigate complex institutional environments and build long-term competitiveness.
The conceptual framework of the study is presented in Figure 1.

Resource-Based View

Y

Strategic Human
Resource Management

Y \ 4
Innovation Regulation
\4 \ 4
Performance

\4

Sustainable Competitive Advantage

Figure 1. Conceptual Framework of the Study
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In summary, the literature review highlights how RBV and SHRM provide complementary
lenses for understanding halal SME competitiveness through the integration of HRM practices,
innovation, and regulation. However, prior research has examined these elements in a
fragmented manner, leaving unanswered questions about their combined effects. To address
this gap, the present study employs a systematic review methodology that synthesizes empirical
evidence from 2015 to 2025. The following section outlines the methodological approach
adopted to ensure transparency, rigor, and reproducibility in addressing the guiding research
questions.

3. METHODOLOGY
3.1 Search process

This study employed a systematic review approach in accordance with the PRISMA 2020
guidelines to ensure transparency and reproducibility. The literature search was conducted
using Scopus as the primary database, complemented by additional academic sources when
relevant. The search strategy was developed by combining keywords related to the core
concepts of the study, namely halal awareness, AMO-based human resource management
practices, innovative work behavior, regulation, and SME performance. For example,
combinations included terms such as “halal awareness™ or “halal certification” linked with
SMEs, “human resource management” and “strategic HRM” associated with innovation and
performance, “innovative work behavior” and “employee innovation” in small business
contexts, “regulation” and “policy” related to SME competitiveness, as well as terms
connecting “SME performance” with innovation, growth, and productivity. The scope of the
search was restricted to peer-reviewed journal articles published between 2015 and 2025 in
English. Studies were considered eligible if they empirically examined SMEs, including micro,
small, medium, and family enterprises, and tested at least one of the main variables with
outcomes related to innovation or performance. Excluded from the review were conference
proceedings, editorials, purely conceptual papers, and studies focusing solely on consumers
without a direct connection to SMEs. The search initially identified 1,572 records, of which
1,306 remained after duplicates were removed. These records underwent multi-stage screening,
resulting in 106 articles that satisfied the inclusion criteria and were included in the final
synthesis.
3.2 Bibliometric Analysis

All identified records were consolidated, deduplicated, and systematically screened in two
phases. In the first phase, titles and abstracts were assessed to exclude irrelevant studies. In the
second phase, the full texts of potentially relevant articles were evaluated against the eligibility
criteria. Discrepancies were resolved through discussion until consensus was reached. The
study selection process is illustrated using a PRISMA 2020 flow diagram. Data from the
included studies were extracted using a structured coding sheet that captured authorship, year
of publication, geographical context, research design, sample characteristics, variables
examined, analytical methods, and main findings. This ensured that the subsequent analysis
could systematically compare studies across multiple dimensions, including methodological
design and outcomes. The methodological quality of each included study was then critically
appraised to evaluate the reliability of the evidence base. Established appraisal tools, such as
the Joanna Briggs Institute (JBI) checklists for quantitative and qualitative studies and the
CASP guidelines for qualitative research, were applied. Studies were subsequently classified
as high, moderate, or low quality. The quality assessment results provided important context
for interpreting the strength of evidence presented in the review, ensuring that the synthesis
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reflected both the breadth of literature and the rigor of its methodological foundations. The
synthesis of findings adopted a convergent mixed-methods approach. Quantitative results were
summarized descriptively to capture publication trends, methodological designs, and statistical
relationships among key variables, while qualitative and mixed-methods studies were analyzed
thematically to identify recurring patterns related to halal awareness, HRM-AMO practices,
regulation, innovative work behavior, and SME performance. The integration of both strands
allowed for a comprehensive understanding of how empirical evidence aligns with resource-
based and strategic HRM perspectives. Where feasible, quantitative results were presented
through descriptive statistics and visual representations, while qualitative insights enriched the
theoretical interpretation and highlighted contextual dynamics.

4. RESULTS
4.1 Search Results Overview

The initial database search yielded 1,572 records. After deduplication, 1,306 unique studies
were retained for screening. Titles and abstracts were reviewed, leading to the exclusion of
1,180 studies that were irrelevant to SMEs, HRM, innovation, regulation, or performance. This
left 126 articles for full-text assessment. During the eligibility stage, 20 articles were excluded
for specific reasons: eight were purely conceptual papers without empirical data, five were
conference proceedings or editorials, and seven did not provide direct outcomes related to SME
performance. Consequently, 106 articles satisfied the inclusion criteria and were incorporated
into the final synthesis. The step-by-step selection process is summarized in the PRISMA 2020
Flow Diagram.

c
o
= Records identified from Recqrds. remoyed before
S screening: Duplicate records
= databases (n = 1,572) (n = 266)
=] =
S
Records screened Records excluded
(n=1,306) (n=1,180)

Reports sought for retrieval Reports not retrieved
(n =126) (n=0)

\ 4

Screening

Reports excluded (n = 20):
— * Conceptual only (n = 8)
Reports assessed for eligibility « Conference
(n =126) proceedings/editorials (n = 5)
* No direct SME performance
outcomes (N =7)

\ 4

Studies included in review
(n =106)

°
(<5}
©
>
[}
=

Figure 2 PRISMA 2020 Flow Diagram of the study selection process
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4.2 Characteristics of Included Studies

The 106 eligible studies present considerable variation in publication years, regional focus,
methodologies, and thematic priorities. A clear growth in publications is evident after 2020,
reflecting the impact of the COVID-19 pandemic and the acceleration of digital transformation
on scholarly interest. Geographically, Southeast Asia and the Middle East account for the
majority of studies, with additional contributions from Europe, Africa, and Latin America.

In methodological terms, quantitative approaches dominate, particularly regression and
structural equation modeling. Qualitative and mixed-methods studies, while fewer, provide
rich insights into contextual and institutional dynamics.

Table 1. General Characteristics of Included Studies

Characteristic Category Number of  Percentage

Studies (%)
2015-2017 9 8.5
Publication vear 2018-2020 21 19.8
u y 2021-2022 32 30.2
2023-2025 44 41.5
Southeast Asia (Indonesia, Malaysia, 38 358
Vietnam, Philippines, Thailand) '
Middle East (Jordan, Saudi Arabia, 24 296
. UAE, Iran, Turkey)
Geographical ; .
Europe (UK, Spain, Italy, Russia,
focus 16 15.1
Eastern Europe)
Afr!ca (Nigeria, South Africa, North 12 113
Africa)
Latin America & Others 16 15.1
gllfjﬁ/rl])“tatlve (survey, regression, 74 60.8
Methodology Qualitative (case study, interviews) 18 17.0
Mixed-methods 14 13.2
HRM and SME performance 29 27.4
Innovation and digital
Main variables transformation 33 311
examined Regulation and halal certification 18 17.0
Integratgd HRM-Innovation— 26 o4 5
Regulation
. High 41 38.7
(S\]tg‘:')’c‘fsa;')ty Moderate 54 50.9
Low 11 10.4

The characteristics of the included studies demonstrate both thematic and methodological
diversity. In terms of publication year, the majority were published after 2021 (71.7 percent),
reflecting growing interest in SMEs, HRM, innovation, and regulation following the COVID-
19 pandemic and the acceleration of digital transformation. Geographically, Southeast Asia
and the Middle East accounted for the largest share, together representing more than half of the
studies, while Europe, Africa, and Latin America contributed to a smaller yet important
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proportion. Methodologically, quantitative studies dominated, with regression and structural
equation modeling being the most common techniques. Qualitative and mixed-methods
designs, though fewer in number, enriched the findings with contextual insights. Regarding
thematic focus, most studies examined HRM, innovation, or their integration, while halal
certification and regulatory compliance formed an emerging yet significant research stream.
Finally, the methodological appraisal revealed that most studies were of moderate to high
quality, ensuring that the synthesized evidence is both reliable and representative.

The temporal distribution of the included studies reveals an upward trend in scholarly
attention to SMEs, HRM, innovation, and regulation. Publications rose steadily after 2018,
with a pronounced increase during 2020-2023. This surge coincided with the COVID-19
pandemic, which emphasized the role of innovation, digital transformation, and regulatory
compliance in SME resilience. The number of publications peaked in 2023, before slightly
declining in 2024 and early 2025, though research interest in the topic remains substantial.

202520152016

2019

2023

2022 2021

Figure 3. Distribution of studies by year (2015-2025)

The geographical distribution of the included studies indicates a strong regional concentration.
Southeast Asia and the Middle East together account for more than half of the total
publications, underscoring the prominence of SMEs and halal-related contexts in these regions.
Europe, Africa, and Latin America contributed fewer studies, though they provided important
comparative insights into innovation, HRM practices, and regulatory environments. This
pattern highlights both the strengths of the current literature and areas where further research
is needed, particularly in underrepresented regions such as Africa and Latin America.
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Mexico, mixed-global samples)

24

Figure 4. Geographical distribution of included studies

The methodological profile of the included studies shows a dominance of quantitative
approaches, particularly survey-based research using regression and structural equation
modeling. These studies often employed large samples of SMEs and tested relationships
between HRM practices, innovation, regulation, and performance outcomes. Qualitative
research, though fewer in number, enriched the literature with in-depth case studies and
interview-based evidence that captured contextual dynamics, such as institutional pressures
and organizational culture. Mixed-methods studies provided additional integration, combining
statistical robustness with qualitative insights. Together, these methodological strands form a
complementary evidence base that enhances both the generalizability and contextual
understanding of the findings.

Table 2. Methodological approaches

. Number of Percentage
Methodological Approach Studies (%)
Quantitative (survey, regression, SEM, PLS-SEM,

74 69.8
panel data)
Qualitative (case study, interviews, thematic analysis) 18 17.0
Mixed-methods (combining survey + interviews, or 14 13.2
SEM + case study) '
Total 106 100.0

4.3 Thematic Findings

The synthesis of the 106 included studies highlights four dominant themes that collectively
explain the relationship between HRM, innovation, regulation, and SME performance. Across
the evidence base, human resource management consistently emerged as a central driver of
competitiveness. Studies showed that AMO-based practices and green HRM approaches foster
employee adaptability, innovative work behavior, and organizational resilience. HRM was not
only treated as an administrative function but as a strategic resource that enhances digital

5279



LEX LOCALIS-JOURNAL OF LOCAL SELF-GOVERNMENT
ISSN:1581-5374 E-ISSN:1855-363X [EX<
VOL. 23, NO. 56(2025) LOCALI

—_

V5!

readiness and financial literacy, which are increasingly critical in dynamic and uncertain
markets.

Innovation and digital transformation were also found to play a pivotal role in shaping SME
performance. Product, process, and business model innovation were repeatedly emphasized as
mechanisms for improving competitiveness, while the adoption of digital tools, e-commerce
platforms, and knowledge management systems enabled SMEs to expand their market presence
and strengthen long-term sustainability. These findings were particularly salient in studies
conducted after the COVID-19 pandemic, where innovation was framed as an indispensable
pathway for recovery and growth.

Regulation, and in particular halal certification, was analyzed as both a challenge and an
opportunity. While compliance imposes additional costs, many studies conceptualized halal
certification as a form of strategic capability that reinforces legitimacy and consumer trust.
Rather than being perceived merely as an external constraint, regulation was increasingly
positioned as a resource that could enhance reputation, differentiate SMEs in competitive
markets, and facilitate access to broader consumer segments.

Although fewer in number, some studies explicitly examined the combined role of HRM,
innovation, and regulation in improving SME performance. These integrative analyses
demonstrated that the synergy between human capital development, innovative capacity, and
regulatory compliance produces more sustainable performance outcomes. The scarcity of such
comprehensive studies underscores an important gap in the current literature and highlights the
need for further research to adopt a more holistic approach.

Table 3. Thematic Summary of Key Findings

Theme OTEEZ?;’S Key Insights
AMO-based HRM practices and green HRM are
HRM and SME _repeateqlly shown_ to enhance emplayee adaptability,
Performance 29 innovative behawor,_and prc_)duct_lv_lty. HRM functions as
a strategic resource, improving digital readiness,
financial literacy, and resilience in dynamic markets.
Product, process, and business model innovation drive
Innovation and competitiveness and sustainability. Digital tools, e-
Digital 33 commerce adoption, and knowledge management enable
Transformation SMEs to expand markets and recover from crises such as

COVID-19.

Compliance with halal certification and other regulations

is not only a requirement but also a source of legitimacy
18 and trust. Regulatory compliance is conceptualized as a

dynamic capability that enhances market positioning,

despite additional costs.

Limited but growing evidence shows that integrating

Regulation and Halal
Certification

Integration of HRM, HRM practices with innovation and regulatory
Innovation, and 26 compliance leads to more sustainable performance. This
Regulation integration remains underexplored, representing a

significant research gap.

Themes collectively demonstrate that HRM and

innovation serve as enablers of SME performance,
Total 106 while regulation—particularly halal certification—

functions as a strategic resource reinforcing

legitimacy and market trust.
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4.4 Study Quality Assessment

The quality appraisal using JBI and CASP checklists showed that more than half of the
included studies were of moderate quality, while nearly 40 percent were rated as high quality.
These studies typically employed advanced quantitative methods and robust designs. Only a
small proportion (10.4 percent) were classified as low quality, primarily due to methodological
limitations such as small sample sizes or poorly defined outcome measures. Overall, the
distribution suggests that the evidence base for this review is methodologically sound, although
further longitudinal and mixed-methods research would strengthen the field.

Table 4. Study Quality Distribution of Included Studies

Quality Number  Percentage Key Characteristics
Category of Studies (%)
High 41 38.7 Rigorous design, robust statistical analysis (e.qg.,

SEM, regression with large samples), clear
linkage between HRM, innovation, regulation,
and SME performance.

Moderate 54 50.9 Adequate methodology, some limitations in
generalizability or data depth; commonly used
cross-sectional survey designs or descriptive
analyses.

Low 11 10.4 Weak methodological rigor, limited sample
sizes, or insufficient clarity in linking variables
to SME performance.

Total 106 100.0 —

4.5 Narrative Synthesis

The synthesis demonstrates strong alignment with the conceptual framework of this review,
which integrates the resource-based view (RBV) and strategic human resource management
(SHRM). HRM consistently functions as a dual mechanism: enabling innovation and ensuring
regulatory compliance. Innovation, particularly digital transformation, emerges as a primary
pathway for SMESs to enhance competitiveness. Regulation, and specifically halal certification,
while often perceived as a burden, also acts as a strategic resource that reinforces legitimacy
and market positioning.

Nevertheless, empirical gaps remain. Few studies explicitly investigate how HRM,
innovation, and regulation interact within a single model. This highlights an urgent need for
future research, especially in the context of halal SMEs in emerging economies, where
institutional complexity and resource scarcity amplify the importance of integrated approaches.

5. DISCUSSION

The evidence from the 106 studies consistently emphasizes the central role of human
resource management (HRM) in shaping SME competitiveness. AMO-based HRM practices
and green HRM approaches strengthen employee adaptability, innovative behavior, and
productivity, reaffirming the resource-based view (RBV) that human capital represents a
valuable and inimitable strategic resource (Barney, 1991; Wright & McMahan, 1992). Several
studies argue that HRM is no longer confined to administrative tasks but functions as a strategic
resource that enhances digital readiness and financial literacy, which are crucial in uncertain
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and dynamic markets (Imjai, 2025; Ueasangkomsate, 2025). For instance, digital
transformation success is shown to depend heavily on human capital readiness, particularly IT
and digital competencies (Ptivara, 2025; Khalatur, 2025). In addition, the integration of HRM
with corporate governance improves transparency and efficiency, thereby reinforcing long-
term SME viability (Bekpayeva, 2025; Nkwinika, 2025). These findings collectively extend
SHRM perspectives by demonstrating how embedding HRM practices within broader strategic
agendas enhances resilience and performance (Jackson & Seo, 2010; Renwick et al., 2013).

Innovation emerges as a survival mechanism and a driver of long-term growth for SMEs,
particularly in volatile contexts. Empirical studies demonstrate that product, process, and
business model innovations are critical for sustaining competitiveness (Chacon, 2025; Silva,
2025). The adoption of digital tools, e-commerce platforms, and knowledge management
systems further strengthens market expansion and resilience, consistent with SHRM’s
emphasis on aligning HRM with strategic priorities (Ren et al., 2018). For example, digital
adoption in micro and small businesses post-COVID-19 facilitated recovery and improved
strategic positioning (Chacdn, 2025). Other evidence highlights how TRIZ-based frameworks
enable manufacturing SMEs to redesign business models and sustain competitiveness (Mejia-
Duque, 2025). These findings echo prior arguments that institutional environments strongly
shape SME innovation (Boari et al., 2019). Collectively, the literature supports the natural-
resource-based view (Hart, 1995), suggesting that digitalization and IT adoption not only
overcome resource constraints but also open pathways for sustainable practices (Gusenbauer,
2025).

Regulatory compliance, particularly halal certification, appears as both a burden and a
strategic opportunity. While compliance imposes additional costs, studies repeatedly show that
certification enhances legitimacy and consumer trust, thus functioning as a dynamic capability
under RBV (Hidayat, 2025; Hasanova, 2025; Martin-Rios, 2025). Certification processes
require investment in HRM systems and organizational routines, effectively embedding
compliance into strategic operations. This reflects earlier insights that institutional
requirements can be transformed into sources of competitive advantage (Hart, 1995).
Additional studies link CSR orientation with stronger competitiveness, indicating that
regulatory compliance, ethics, and social responsibility reinforce trust in SMEs (Riwayati,
2025; Beebeejaun, 2025). Yet, some evidence warns that SMEs often treat regulation as an
external constraint rather than embedding it as a strategic resource, which limits its potential
contribution to performance (Milovanova, 2025). This duality mirrors broader debates in the
literature on whether regulation functions as a barrier or as a platform for sustainable
competitiveness.

Only a minority of studies explicitly examine the combined influence of HRM, innovation,
and regulation on SME performance, yet their findings are particularly insightful. Integrative
studies highlight that the synergy between human capital development, digital innovation, and
regulatory compliance fosters more sustainable and robust performance outcomes (Imjai, 2025;
Suyuti, 2025). This aligns with SHRM’s call for embedding HRM in organizational strategy,
while also extending RBV by framing compliance as a strategic resource.

However, the literature remains fragmented, with HRM, innovation, and regulation often
studied in isolation. This gap is especially salient in the halal SME context, where institutional
and religious requirements demand joint consideration of HRM practices, innovation, and
compliance. Addressing this fragmentation could yield theoretical models that better capture
the complexity of SME competitiveness in emerging economies.

Despite the strong empirical base, several gaps remain. First, the limited number of
integrative studies indicates a need for holistic frameworks that combine HRM, innovation,
and regulation into a single analytical model. Second, while RBV and SHRM provide robust
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theoretical foundations, their integration in halal SME contexts remains underdeveloped.
Current evidence often treats financial literacy, governance, and digital skills in fragmented
ways, reducing explanatory power for how these drivers interact to enhance competitiveness
(Johnston, 2025; Gumieri, 2025). Third, the regional concentration of studies in Southeast Asia
and the Middle East highlights underrepresentation in Africa and Latin America, where
contextual insights could enrich comparative understanding (Bekpayeva, 2025).

Future research should therefore pursue longitudinal designs, employ mixed-methods
approaches, and expand cross-regional comparative studies. Such efforts would not only
strengthen theoretical integration but also provide actionable insights into how HRM,
innovation, and regulation jointly sustain SME performance.

For policymakers, the findings suggest that regulatory frameworks, including halal
certification, should be positioned not merely as compliance tools but as mechanisms for
strengthening competitiveness and consumer trust. For SME managers, integrating HRM
systems with digital and innovation strategies offers pathways to resilience and growth,
particularly in times of crisis such as the COVID-19 pandemic. Embedding compliance into
HRM routines can transform regulation into a resource that complements innovation and
enhances long-term performance.

6. CONCLUSION

This systematic review of 106 empirical studies published between 2015 and 2025 shows
that human resource management practices based on the AMO framework and green HRM
consistently encourage innovative work behaviour and digital readiness. Innovation, whether
in products, processes, or business models, emerges as the main driver of SME performance.
Regulation, particularly halal certification, has a dual role. On the one hand, it introduces
compliance costs, while on the other hand, it strengthens legitimacy and builds trust in the
market.

From a theoretical perspective, the findings extend the Resource-Based View and Strategic
Human Resource Management by framing regulation as a strategic capability that complements
HRM and innovation. In practical terms, halal SME managers are encouraged to integrate
HRM systems with digital innovation initiatives and to treat regulatory compliance as a
resource that supports competitiveness. Policymakers are advised to design regulatory
frameworks that not only safeguard standards but also create conditions that allow SMEs to
grow and remain resilient.

Although this review offers important contributions, it also reveals gaps in the literature.
Research that integrates HRM, innovation, and regulation in a single framework remains
limited. Future studies should therefore adopt longitudinal approaches, conduct cross-regional
comparisons, and apply mixed methods in order to capture the dynamic and context-specific
nature of halal SME competitiveness.
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