IOSR Journal of Business and Management (IOSR-JBM)
e-1SSN: 2278-487X, p-ISSN: 2319-7668. Volume 17, Issue 3.Ver. | (Mar. 2015), PP 45-50
www.iosrjournals.org

Secondary data analysis of link between human resource
management andemployee productivity

1
Ghazala Ishrat
'Research Analyst ,Department of Civil Engineering, Faculty of Engineering and Technology,Jamia Millia
Islamia,New Delhi-110025

Abstract: The paper studies the effects of training on employee productivity. This paper will provide insight in
to what are the effects of training on employee productivity. This paper provides a review of the current evidence
of such a relationship and offers suggestions for further investigation. An extensive review of the literature in
terms of research findings from studies that have been trying to measure and understand the impact that
individual HR practices like training have on employee productivity across various sectors. The focal point of
our review is on training practices and employee productivity and their relationship. In conclusion, we can say
that taken as a whole, the research findings are varied. Some studies have found a positive association, some
negative and some no association whatsoever. The paper concludes with directions for future research by
applying different level of analysis on exploring the impact of training practices on employee productivity. Our
comparison and analysis suggest that there definitely exist a relation between these two but the impact and
effect of training practices on employee productivity varies for different industry.

HRM includes monetary (individual and group) as well as many non-monetary aspects of the employment
relationship such as Planning, Organizing, Staffing, Directing, Controlling and work organization e.g. teams,
groups and autonomy. We place HRM more generally within the literature on management practices and
productivity. We start with some facts on levels and trends of both HRM and productivity and the main
economic theories of HRM. We look at some of the determinants of HRM — risk, competition, ownership and
regulation. The largest section analyses the impact of HRM on productivity emphasizing issues of methodology,
data and results (from micro-econometric studies).We conclude briefly with suggestions of avenues for future
frontier work
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I.  Introduction

Traditionally, labor economics focused on the labor market rather than looking inside the problem
areas of firms. Industrial sociologists and psychologists made the running in Human Resource Management
(HRM). This has changed dramatically in last two decades. Human Resource Management (HRM) is now a
major field in labor economics. The hallmark of this work is to use standard economic tools applied to the
special circumstances of managing employees within companies. HRM economics has a major effect on the
world through teaching in business schools, and ultimately what gets practiced in many organizations.

HRM covers a wide range of activities. The main area of study we will focus on will be incentives and
work organization. Incentives include remuneration systems (e.g. individuals or group incentive/contingent pay)
and also the system of appraisal, promotion and career advancement. By work organization we mean the
distribution of decision rights (autonomy/decentralization) between managers and workers, job design (e.g.
flexibility of working, job rotation), team-working (e.g. who works with whom) and information provision.

Where we depart from several of the existing surveys in the field is to put HRM more broadly in the
context of the economics of management.

Present Scenario of business world is characterized by agrowing competitiveness, market globalization
andtechnological advances in organization. The survival of anorganization implies the prosecution of
sustainablecompetitive advantages. The knowledge and skills of anorganization's employees have become
increasinglyimportant to its performance, competitiveness andadvancement. Theories placing the origin of
theseadvantages outside the company are now losing validity infavour of those centered on internal elements,
especially thetheory of resources and capacities.

Among the internal resources which can be consideredsources of competitive advantage is the human
element,mainly due to its intangible characteristics: knowledge,skills and attitudes (Wright et al., 1994;
Kamoche, 1996;Mueller, 1996; Barney and Wright, 1998) andorganizational knowledge (Bassi et al., 1998; Lee
and Yang,2000; Alavi and Leidner, 2001; Bollinger and Smith, 2001)are being given more and more
significance. Although allpractices of human resource are implied in the developmentof these resources, training
is one of the main activity inorder to have qualified, flexible, and proactive employees(Bartel, 1994; Raghuram,
1994; MacDuffie and Kochan,1995) and to achieve the correct running of each stage of theprocess of
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knowledge management (Alavi and Leidner,2001; Bollinger and Smith, 2001). Organizations spend
anenormous amount of time and money on training in order toassist employee's learning of job-related
competencies(Cascio, 2000; Noe, 2006). As a result of the financialinvestments organizations make in training,
it is importantto provide results that training efforts are being fullyrealized (Casio, 2000; Dowling & Welch,
2005). Therevenue cycle is driven by knowledge, innovation, andcreativity — all of which come from employees
as shown inFig 1. Employers must actively manage these assets by

investing in training as shown in a more detailed way in Fig2.

Figure 1. Relationship CycleNew employees are informally trained through trial anderror, self-
assessment and introspection, and by askingquestions. Experienced employees learn from on the jobexperiences.
Yet this type of informal, unscheduled trainingcan lead to waste of time and problems in workflow. Studiesshow
that employees who develop through unstructuredtraining are less productive during a developmental periodthan
those who have formal training.

Organizations maintain a blurred position regardinginvestment in training. They generally accept
training as animportant means to improve employee productivity whichultimately leads to organizational
productivity andeffectiveness, a present demand for all organizations. But,
inProductivityRevenueTrainingpractice, they usually face this challenge with cost controlincluding training
practices expenditure. This situation canbe explained by the fact that organizations do notunderstand how
investments in training can provide value.Either training evaluation is carried out in a very casualway, or it does
not exist at all in many organizations and thelack of this information makes it impossible either to provevalue of
training or to find reasons for its existence(Davidove and Schroeder, 1992; Pineda, 1995). Whentraining is not
evaluated, the investment and its effectscannot be tested and resources can be wasted in inadequateactivities
(Foot and Hook, 1996; Go'mez-Meji'a et al.,1996). Sometimes, training evaluation is avoided because itis
considered an expensive and time-consuming process(Buckley and Caple, 1991; Go'mez-Meji’a et al., 1996).
Atother times, the reason is the lack of measurement systemsfor determining the changes arisen from training
(Wertherand Davis, 1991; Sole” and Mirabet, 1997).For training to be effective, various methods must beused
because adults learn in different ways. Someindividuals need written documents while others need to hearthe
information spoken aloud. Some do well in classroomsettings and others excel through e-learning. However,
alltraining should have one thing in common: it shouldincorporate application. To read or hear about
somethingisn’t enough; successful training requires theory,demonstration, as well as application.The objective
of this paper is, taking the abovementionedsituations into consideration, to compare andanalyze the impact of
training on employee productivityacross various industries.

Il. Literature Review

A. Traning

Firms can develop and enhance the quality of the currentemployees by providing all-inclusive training
anddevelopment. Research indicates that investments in trainingemployees in problem-solving, decision-
making, teamwork,and interpersonal relations result in beneficial firm leveloutcomes (Russell, Terberg, and
Powers, 1985; Bartel, 1994;Cianni and Wnuck, 1997; Ettington 1997; Barak, Maymon,and Harel, 1999).

Training also has a significant effect on employeeperformance. Firms can develop and enhance the
quality of the current employees by providing comprehensive trainingand development. Indeed, research
indicates that investmentsin training employees in problem-solving, teamwork andinterpersonal relations result
in beneficial firm leveloutcomes (Russell, Terberg, and Powers 1985; Bartel 1994;Cianni and Wnuck 1997;
Ettington 1997; Barak, Maymon,and Harel 1999). In a rare organization level study, Russel etal., (1985) found
that training was correlated with salesvolume per employee and store image in a sample of retailoutlet stores.

Effective training programs are systematic andcontinuous. In other words, training must be viewed as
along term process, not just an infrequent and/or haphazardevent (Tannenbaum&Yukl, 1992; Wexley&
Latham,1991). Assessments of employee and organizational needs aswell as business strategies should be
conducted and thenused in selecting training methods and participants(Goldstein, 1991). Training programs that
are consistent with employee and organizational goals and needs and fit with thebusiness strategy will meet with
greater success than thosethat are not (Wexley& Latham, 1991). Preferably,employees will be trained based on
the results of assessmentsof their work.

B. Employee Productivity

Employee Productivity is the log of net sales over totalemployees - an economic measure of output per
unit ofinput. Employee productivity measures may be examine collectively (across the whole economy) or
viewed industry by industry. The dictionary defines ‘productivity’ as the state ofproducing rewards or results.
‘Productive’ means fruitful,lucrative and profitable. In this context, productivity issynonymous with output. In
scientific literature, ‘productivity’ is defined as the relationship between outputand input; between results or
proceeds and sacrifices. If itinvolves the ratio between output and a specific part of theinput, this is referred to as
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‘partial productivity’: for example, labour productivity expressed as the amount ofproduction for each labour
unit, or the number of labour hours for each product unit.

Companies today are forced to function in a world full ofchange and under various complications, and
it is more important than ever to have the correct employees at thecorrect job with the right qualification and
experience inorder to survive the surrounding competition. The successfuland prosperous future of an
organization is dependent on itsskilled, knowledgeable and well experienced workforce.That is why training is a
fundamental and effectualinstrument in successful accomplishment of the firm's goalsand objectives. Training
not only improves themresourcefully, but also gives them a chance to learn their jobvirtually and perform it
more competently hence increasingfirm’s productivity.

Training has been an important variable in increasingorganizational productivity. Most of researches
includingColombo and Stanca (2008), Sepulveda (2005) and Konings&Vanormelingen, (2009), showed that
training is afundamental and effectual instrument in successful accomplishment of the firm's goals and
objectives, resultingin higher productivity.Training design refers to the degree to which the traininghas been
designed and delivered in such a way that providestrainees the ability to transfer learning back to the
job(Holton, 2000). The author argues that part of transfer designis the degree to which training instructions
match jobrequirements.

It is observed that investigation directed at building acontingency model of transfer-oriented training
intervention design would provide information important for developingtraining environments more conducive
to positive transfer interms of productivity effectiveness. Identification of trainingneeds, design and
implementation of training programmes,transfer of training, and evaluation of programme benefitsare key
activities (Krishnaveni&Sripirabaa, 2008) inaddition to studying general training variables such as typesof
training, selection of trainees, selection criteria, evaluationinstruments etc.The success of training depends on
the correctimplementation of all steps of the process: previous analysisof training needs, development and
implementation of anadequate training plan and evaluation (Pineda, 1995;Go mez-Meji'a et al., 1996; Sole” and
Mirabet, 1997). Inconclusion, training, together with other activities positivelyaffects results and is associated
with a productivity increaseand a staff turnover decrease (Arthur, 1994; Huselid, 1995;Ichniowski et al.,
1997).However, despite the significance of both the trainingneeds analysis, which influences the
development,application and evaluation of training (McGehee and Thayer,1961; Agnaia, 1996; Gray and Hall,
1997; Al-Khayyat,1998; Legare, 1999; Dickenson and Blundell, 2000; Holton,2000; Selmer, 2000) and the plan
development andimplementation stage where the training characteristics areestablished and put into practice
(Buckley and Caple, 1991;Goldstein, 1993; Foot and Hook, 1996; Bee and Bee, 1997;Frazis et al., 1998, 2000)

111. Method
A. Sampling
The sample includes firms from various sectors with aminimum of 1000 employees for the last
financial year. In this study, the industries from various sectors likeAutomobile, Agricultural, Service
(Insurance), FinancialServices (Credit Banks) and Luxury Items FMCGs (BrandedWall Paints) were chosen.

B. Data collection

The data was collected from two different sourcesprimaryand secondary. Primary data was collected
bydistributing the questionnaire for training as per Annexure-1.The questionnaire is a standardized one which
has been usedearlier in Indian context. It was responded by the personheading the HR department.Secondary
data about the Net Sales & Number ofemployees of various organizations/companies was collectedfrom
CapitalinePlus Database. Capaitaline Plus providesfundamental and market data on more than 20,000
Indianlisted and unlisted companies, classified under more than300 industries. It employs powerful analytic
tools withextensive financial and performance parameters on differentcompany profile (directors more than 10-
years, financials -P&L, Balance sheet, Cash flow, Consolidated financial data,Segment data, Forex data, R&D
data, Ratios, etc, Quarterlyresults, Ownership pattern, Finished products, Rawmaterials, Share price data,
Director’s Report, Managementdiscussion, Notes to account, Business news, Corporateevents, etc.)

IV. Discussion
Productivity per employee has a direct relationship withtraining imparted in the employees across sectors. It is
the
extent or degree of relationship which is in question.
The overall findings of the study can be divided intofollowing parts:
1. The basic industries like Automobile and Agricultural(which is having a developed and mature market,
andwhose consumption pattern shows the vibrancy in theeconomy) have high degree of relationship between
training and productivity. Higher the training in thesecompanies higher will be the productivity.
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2. The risky businesses like Credit banks which falls in thecategory of high profit high risk business, the
trainingplays a small part in the productivity of the employeesi.e., the extent of relationship between these two is
verylow as compared to other basic manufacturing industries.Market forces like recovery of loans, liquidity
availablein the market, how prudently the customer of the servicesused the credit money play more crucial role
in theproductivity.

3. For luxury items like branded wall paints, theproductivity largely depends upon the economicindicators like
rise in the middle and upper class income,their expenditure pattern, disposable income andconsumption pattern
of the society. The training has avery limited role to play in these kinds of industries.

4. In case of service industry like insurance companies,employees consist of both direct and indirect
employeeslike agents. Though training practices in this sector werefound to be very organized and constructive
but due to itsdiverse employees the effect was low.

V. Conclusions
Training has a significant role to play on productivity. The training needs change with the changing
PEST environment , determination of training need is a major HR Concern in recent timesBut there are other
dominant market forces which reduces itssignificance. Our analysis is a comparative study of trainingpractices
and other macro- economic and market forces, bothof which affect productivity.
There are other determinants of employee productivitywhich are not focused in this research. Due to
timeconstraints, and small sample size the generalizability ofresults can be challenged.
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Fig 2: Detailed Relationship Cycle
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Annexure-1

Training
Note: A

Questionnaire
number of statements dealing with various aspects of Training practices are given below. Please

indicate the extent

to which

each statement describes your organization using the following 5-point scale.

5 = means it is very much true

4 = means it is mostly true

3 = means it is some times true and some times not true

2 = means it is not true most of the time

1 =meansitis not at all true

Please provide your answer by highlighting or bold or underlining your choice.

1. Our organization conducts extensive training programs for its employees in all aspects of quality.

12345

2. Employees in each job will normally go through training programs every year.

12345
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3. Training needs are identified through a formal performance appraisal mechanism.

iz'l'f]gre? are formal training programs to teach new employees the skills they need to perform their jobs.
é.ZNB;\?vinowledge and skills are imparted to employees periodically to work in teams.

é.%rfa?n?ng needs identified are realistic, useful and based on the business strategy of the organization.
12345
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