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ABSTRACT

we examine the relationship between Human Resddareagement (HRM) and productivity. HRM includes
incentive pay (individual and group) as well as pnaan-pay aspects of the employment relationshijp s
matching (hiring and firing) and work organizati@ng. teams, autonomy). We place HRM more generally
within the literature on management practices andymctivity. We consider some facts on levels ardds of
both HRM and productivity and the main economioties of HRM. We look at some of the determinariits o
HRM - risk, competition, ownership and regulati®he largest section analyses the impact of HRM on
productivity .

1. Introduction

Every organization is essentially a combinatioplofsical and human resources (HR). Physical ressuefer
to materials, money and machines pre-arrangedebgrgianization for production or trade. human reses)
on the other hand, refer to the knowledge, educaskills, training and proficiency of the membefghe
organization. All organizational resources are ingrtt for achieving the objectives of an organmatiln fact,
the effectiveness of an organization lies in tliegus blending of the two resources to achiev@om
competency.

However, for a long time, it was felt that the efféint utilization of physical resources was primgy
developing an organization. This was so becausadteisition of physical resources resulted in gehu
outflow of funds and those assets carried a defwalue. On the contrary, it was felt that hirimyptoyees
never cost anything substantial for a firm andasvalso quite easy to replace them. This made huesanrces
less important for employers. But, in the past decamployers have realized that intellectual ehgstcritical
to business success. The main reasons for thigetae due to the understanding that

1. Product innovation and marketing strategy, whighaucial for market survival and growth in a
competitive environment, are possible only whemadgand creative workforce is present.

2. The challenge, opportunities and even disputeseaiting and managing organizations arise mostin fro
people-centered problems.

M eaning of Human r esour ce M anagement

Organizations are managed by people and througblgaedvithout people, organizations can never exist.
Indeed, people who make up the human resourcesahpany are unique and they can make or break an
organization, depending upon their level of comreiti) contribution and cooperation. Hence, it isvaht

to know the intricacies of the ternaman resources first, before we discuss HR management (HRM) in
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detail. Different people have defined human resesidifferently. showcases the various definitiohs
human resources.

Mission Statements of a Few Organizations

To develop ICICI Bank into an organization thaémpowered by bright and talented individuals, wogkin
teams and riding on the backbone of world-classrelogy.

—ICICI BANK

To be a globally respected corporation that pravithe best-of-breed business solutions leveragicignblogy
delivered by the best-in-class people.

— ALLAHABAD BANK

To deliver superior value to our customers, shddss, employees, and society at large.
—INFOSYS

To ensure anywhere and anytime banking for theooust with the latest state-of-the-art technology ln
developing effective customer-centric relationstapd to emerge as a world-class service providgeutn
efficient utilization of human resources and prddonovation.

—ADITYA BIRLA GROUP

Definition

The process of hiring and developing employeefiabthey become more valuable to the organizakioman
Resource Management includes conducting job arglpé&nning personnel needs, recruiting the riglojpte
for the job, orienting and training, managing waged salaries, providing benefits and incentivea|uating
performance, resolving disputes, and communicatitig all employees at all levels. Examples of cgualities
of HR management are extensive knowledge of thesimg, leadership, and effective negotiation skills
Formerly called personnel management.
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Objectivesof HRM

The primary objective of HRM is to take care of therk life of the employees from the time they jtire
organization to the time they leave it, while emsgitheir best possible cooperation in achievirgy th
organizational goals and objectives. This broaegabje of HRM can be classified into the followiggecific
ones:

1. To act as a liaison between the top managemernthaneimployees

2. To arrange and maintain adequate manpower inventdrigh, in turn, ensures the smooth working
of the organization

3. To offer training as a way of developing skillshancing productivity and, most importantly,
increasing individual and organizational performata achieve the desired results

4. To devise employee benefit schemes for improvinglepee motivation and group morale and
enhancing employer—employee cooperation

5. To ensure and enhance the quality of work life,chhrefers to the employees’ perception of their
physical and psychological well-being at work

6. To help keep up ethical values and behaviour amargployees both within and outside the
organization

Challenges of Human Resour ces M anagement
Human beings are the most important resource inganation. A firm’s success depends on the céipabi
of its members. Most problems, challenges, oppdrésnand frustrations in an organization are peaplated.
Human Resources Management is one of the toughgesdf a manager since humans differ in terms of
attitudes, values, aspirations, motivations, assiomg, psychology, and life goals.
Looking at today’s competitive world, managerialdestaff will require more conceptual and strategiills.
Thus, managers should for example ensure a suitadeant and up-to-date training for specifidistof
lower level employees.

Managers have to be proactive, able to anticifgatienological developments and prepare their staff
whatever technological changes that might takeeplac
This will be a successful task only when the HR$&lit is fully aware of those changes and has thens&
deal with them.

HR managers have a number of roles to fulfill. Theythe guardians of the key assets of the orgaoins.
They are also counselor and protector of emplogeddirectly responsible for productivity. The govaent,
including the Ministry of Labor, expects HR manageot only to comply with labor laws, but also tomote
harmony at the workplace; this will directly cobuiie to healthier and more attractive work envirentnAs a
result, both job hunters and seekers will feel celheg to target such organizations in their se&ocimew job
opportunities.

The success or failure of HR depends also on fhet@nagement recognition of the importance of HRM,
and secondly on its commitment to assist HR toyoaut its functions.
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Human Resources jobholders need capability, irtiegrd professionalism in order to succeed in trez-e
changing environment.

Role and importance of human resour ces

Human Resources (HR) is concerned with the issbisgnaging people in the organization.

The Human Resources department is responsibledaoy people related issues in an organisation.
Under the HR department’s remit are the followiakgs:

The process of recruiting suitable candidatesHerdrganisation
Identifying and meeting the training needs of engsstaff
Ensuring employee welfare and employee relatioagpasitive
Ensure the working environment is safe for emplsyee
Raising awareness of current workplace legislation

The Human Resources Department also covers fivedtey.

Executiverole— in this role the HR department are viewed asfezialists in the areas that encompass
Human Resources or people management.

Audit role — in this capacity the HR department will chedkartdepartments and the organisation as a
whole to ensure all HR policies such as Health &&aTraining, Staff Appraisal etc are being cadrbut in
accordance with the company’s HR policy.

Facilitator role —in this role, the HR department help or fadiétather departments to achieve the goals or
standards as laid out in the HR policies of theanrgation. This will involve training being delivt for issues
that arise in the areas relating to people manageme

Consultancy role— the HR department will advise managers on hotadkle specific managing people
issues professionally.

Servicerole — in this capacity the HR department is an infdramaprovider to raise awareness and inform
departments and functional areas on changes iaypoli
Workers are key elements in the running of a find as such play an important part.

HRM AND ITSIMPACT ON RESULTS in the firm’s success in reaching its objectiddsman resources,
taken to be the pool of human capital under thre’§ircontrol in a direct employment relationship.

Human Resource Management, Strategy, and OperbRenarmance can provide the firm with a source of
competitive advantage with respect to its rivals.

This is possible because of the series of requinésrtbat the workers fulfill.

The first of these is the value added to the camwisgproduction processes, the contribution madedsnh
individual having its effect on the results obtair®y the organisation as a whole. Also, since inldials are
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not all the same, their characteristics are intBohisupply in the market. In addition, these resesiiare
difficult to imitate, since it is not easy to idégtthe exact source of the competitive advantageraproduce
the basic conditions necessary for it to occuralymthis type of resource is not easily repladeédugh short-
term substitutes may be found, it is unlikely ttiegly result in a sustainable competitive advantagehing like
that provided by human resources.

Among these we would find quality circles (Katz,dban and Gobeille,1983), recruitment (Holzer, 1987)
worker training (Bartel, 1994), profit-sharing sofes (Weitzman and Kruse, 1990) and informationisgar
(Morishima, 1991).

Other investigations have attempted to examineniigidual impact of not one but several of thesactices.
Finally, there are some studies that take a glpeedpective

on the relationship between personnel managememperiormance, taking the view that practices ate n
applied separately but in conjunction with one aeatinstead of looking at the impact of one speg@factice,
they study the total joint effect of the way in whithe different aspects of personnel managemerdesit
with, particularly

the adoption of high-performance practices. Stusiieh as those of

Huselid (1995) and MacDuffie (1995) are among th&bere are sev-M@n@gement, Vol. 5, No. 3, 2003; 17
199

Alberto Bayo-Moriones and Javier Merino-Diaz dei@enal articles that offer an in-depth critical iew of
this literature.Among them we must mention thosBydr and Reeves (1995), Becker and , Huselid and
Becker (1996), Ichniowski ,Kochan, Levine, Olsowl &trauss (1996), Guest (1997), Whitfieldand Poole
(1997), and Becker and Huselid (1998).This last typempirical studies, and here we would include o
own,analyse a wide range of measurements. Amomg wWe=find, for example such measurements of HRM
performance as the ability to

attract and retain employees (Kalleberg and Mo@894), management-worker relations (Wood and de
Menezes, 1998), turnover ,absenteeism ,workershutment to the company , job satisfaction amongkey
and indices that capture several of these outcomes

Finally, we find studies which, like ours, are cemed with analyzing the effect of HRM on aspedéts o
operational performance, such as the hours of latemuired to manufacture a particular produceg, th
percentage of programmed time that the produciiemnis in operation , the defects rate (Arthur,4;99
MacDuffie, 1995) or the percentage of producticat tineets the required

quality standards .

There are also works that take as their dependegriahle indices that capture the firm’s overallfpenance in
this area. These would include Liouville and BayH98), who incorporate aspects such as defects, @xl
Youndt, Snell, Dean and Lepak (1996), who inclddedegree of utilizations of equipment, minimizatof
waste, product

quality and in-time delivery. Broadly speaking, thié studies that address this issue, irrespedafittee type of
operational result on which they are focused, stitmuntroduction of high-commitment

HRM practices to have an impact not only on thetdgproductive system performance but also onrass
performance.
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Some factson HRM and productivity

Industrial sociologists and psychologists madertimaing in Human Resource Management (HRM). Ths h
changed dramatically in last two decades. Humamites Management (HRM) is now a major field indab
economics. . HRM economics has a major effect ewtbrld through teaching in business schools, and
ultimately what gets practiced in many organizagiddRM covers a wide range of activities. The naia of
study we will focus on will be incentives and wamlganization. Incentives include remuneration systée.g.
individuals or group incentive/contingent pay) atsb the system of appraisal, promotion and career
advancement. By work organization we mean theibigton of decision rights(autonomy/decentralizajio
between managers and workers, job design (e.dbilieéx of working, job rotation), team-working @. who
works with whom) and information provision. Spéicaitations mean we do not cover matching (see Qyer
Schaffer, this Volume) or skill

development/training. Second, we will only devotnzall amount of space to employee .representatioh as
labor unions (see Farber, this Volume).Where weaddmpm several of the existing surveys in thédfis to
put HRM more broadly in the context of the econ@wtmanagement.

HRM practices

Econometric studies of the productivity impact dR M

1. First, high quality studies generally show tiegre is a positive effect on productivity of intiga pay, both
individual bonuses and(more surprisingly) groupus®s. This seems true 18 across many sectorsgimglu
the public sector

2. Second, in addition to a pure incentives efféhere is usually also an important selectionatffenerating
higher productivity — productivity increases be@bgh ability workers are attracted to organizagioffering
higher powered incentives.

3. Third, the introduction of new forms of incemipay is generally more effective when combinedh wther
“complementary” factors. There are complementsiwithe bundles of HRM practices (e.g. team work and
group bonuses), and between some HRM practicesthed firm characteristics (e.g. decentralizatiod a
information technology).

4. Fourth, there are many examples of perversaives, for example, when rewards are tied to $jgeci
periods of time so that workers manipulate comrarssito hit quarterly targets.

5. Fifth, incentive pay schemes tend to be assatwmith greater dispersion of productivity as tffeas are
stronger on the more able workers, and this is\ggpthan the selection effect

Motivation is the number one problem facing bussesgoday. It is essential

for employers to recognize what motivates employeesder to improve

productivity and ensure the success of the company.

In the 1970s the general assumption was that irneepay would continue to decline in importanceisTh
opinion was based on the fact that traditional dleskjobs with piece-rate incentives were decl@iand white
collar jobs with stable salaries and promotion daeeentives were increasing.

Surprisingly, however, it appears (at least inW®) that over the last three decades a greatpogron of jobs
have become rewarded with contingent pay, andghisfact particularly true for salaried workers.

There are two broad methods of assessing the ianpretof incentive pay: Direct and Indirect methdeisect
methods use data on the incidence of HRM, oftewnlfaom specialist surveys.
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Indirect methods use various forms of statistin@rience, ideally from matched worker-firm dataassess the
extent to which pay is contingent on performance.d&al mainly with the direct evidence and theoudis
more briefly the indirect evidence.
HRM measured using direct methods
Incentive Pay
Individual incentive pay information is availabl®m a variety of sources. Using the Panel Studpcdme
Dynamic (PSID) Lemieux, McCleod and Parent (20G@ineate that about 14% of US prime age men in 1998
received performance pay (see Figure 2.1). Themelefworker as receiving performance pay if any pa
compensation includes bonus, commission or pigee ra
They find a much higher incidence of performanag jobs (37%
on average between 1976-1998) defined as a jobeveherorker ever received some kind Overtime is exdp
but the question is imperfect pre-1993 which cde&tl to undercounting performance pay
performance pay
They also look at the National Longitudinal Sunedyyouth (NLSY) which shows .coverage of performoan
pay jobs for men of 26% in 1988 to 1990. Othergpapleliver similar estimates of around 40% to %9%S
employees being covered by some form of performaage For example, using the US General Social&urv
Kruse, Blasi and Park (2009) estimate that 47%mEAcan workers were covered by some group incentiv
scheme in 2006. Of this 38% of employees were eal/by profit sharing, 27% by gain-sharing, 18% togk
ownership (9% by stock options) and 4.6% by aké¢htypes. Lawler et al (2003) surveyed Fortune

The changes which affect the HR performance are:

« HR should not act as a therapy clinic

+ HR must measure their outcomes

+ HR practices must create value by increasing tarozation’s intellectual capital

+ HR must attempt to make employees committed tceaoiy organizational goals, and not merely to
make employees happy

« HR practices must be aligned with company strasegie

+ HR must champion the needs and development of gmgdoand yet become partners in the business

Suggestionsfor increase effectiveness of human sour ce
The 1990s have been called the er&miployee Empower ment. This means the management delegates as
much power and authority as possible to low levegpleyees to enable them to make their own decisaods
participate in the managerial decision-making ak. Wais way, the employees will be more motivatedl
productive.
The empowerment process is effective under theviatlg conditions:

1. The employee must be given adequate training aod/lkenlge regarding his job and responsibilities,
which includes technical knowledge, decision-malskiljs and group process skills.

2. Both employees and management share a common as@goals, and are really committed to
achieve them.
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3. Both employees and management possess common Maltexsn of job implementation, behavior
standards and ethics.

4. Benefits and profits are to be shared togetheré¢shaonuses...)

5. Management should show and have trust in lowel lEwployees.

Conclusion

Actually, the nation’s capacity to face the chaljes of globalization and industrialization of busia towards
the 2% century depends heavily on the human resources.

Firms have the capital, technology and human regsyubut the HR is the one who can help facing the
challenges of business globalization. Capital cagédnerated. So can technology. But the human nesoare
needed to propel the organization and the natigutih the coming challenges with encouragement and
motivation.

With the ongoing changes in Human Resources Manege(HRM), it's important that managers, execidive
and HR employees, specifically, be aware of thdl@hges that today’'s HRM team may face. While treres
certainly other issues, these are common to mgstyge business or size of company and having igslic
place to ensure these challenges are met headaanalee the workplace more settled and peaceful for
everyone.

1. Compensation and benefits. With a slow econonaytightening corporate purse-strings, the issue of
compensation and employee benefits is one thatstlevery business must deal with. The key is tesgre
mandatory changes in such a way that employeeaazapt, if not necessarily agree with them whikevjating
non-monetary morale boosting incentives whenevssipte to make the changes less traumatic.

2. Recruiting skilled employees. In an era of gsimemployment, it would seem that finding quatifigorkers
would be easier than ever. But that's seldom tlse.cslany industries are facing dire needs for eygas with
acceptable skills and the required training or degirhis applies not only to health care, but sddechnology
and other fields as well, causing many employesetoch outside their local marketplace for workdne can
do the jobs they need filled.

3. Training and development. This is another chakethat HR managers and personnel must deal vath m
frequently. With the need to cut training costairting itself often suffers. Yet the skills an eoy#e needs
must still be taught. Many companies are meetigydhallenge by providing eLearning opportunitiestt
allow employees to receive the training they neé#tlout the expenses associated with travel, ontsiteers,
hours away from their jobs and high-priced material

REFERENCES

1 Arthur, J. B. 1994Effects of Human Resource SystemManufacturing Performance and Turnover,
Academy of Management Journal, 37(3): 670-687.

1 Baird, L., and I. Meshoulam 1988Managing Two BitStrategic Human

Resource Management, Academy of Management Ret&{d): 116-128.

1 Bartel, A. P. 1994Productivity Gains from the lexplentation of Employee Training Programs, Induistria
Relations, 33(4): 411-425.

122



International journal of Engineering Research | SSN:2348-4039
& Volume-1,Issue-1
M anagement Technology January 2014

[JERMT

1 Becker, B., and B. Gerhart 1996 The Impact of HuiRasource Management on Organizational
Performance: Progress and Prospects,

Academy of Management Journal,

39(4): 779-801.

1 Becker, B. E., and M. A. Huselid 1998High Perfonoa Work Systems and Firm Performance: A Synthesis
of Research and Managerial Implications,

in G. Ferris (Ed.), Research in Personnel and HuResources Management, Vol. 16, Greenwich, CT: JAI
Press, 53-101.

1 Black, S. E., and L. M. Lynch 2000What's DrivirtgetNew Economy: The Benefits of Workplace
Innovation,NBER Working Paper Series, no. 7479, kiishge, MA: National Bureau of Economic Research.
1 Dyer, L., and T. Reeves 1995Human Resource Siestegd Firm

Performance: What Do We Know and Where Do We Neddd?, International Journal of Human Resource
Management, 6(3): 656-670.

1 Fey, C. F., I. Bjorkman, and A. Pavlovskaya 2000

The Effect of Human Resource Management Practicdsron Performance in Russia, International Jouohal
Human Resource Management, 11(1): 1-18.

1 Filippini R., C. Forza, and A. Vinelli 1998Tradé&and Compatibility between Performance: Definitso
and Empirical Evidence, International Journal adRiction Research, 36(12): 3379-3406.

1 Huselid, M. A., and B. E. Becker 1996Methodologisaues in Cross-Sectional and Panel Estimates of
theHuman Resource-Firm Performance

Link, Industrial Relations, 35(3): 400-422.

"1Baker, George, Robert Gibbons and Kevin Murphy4198ubjective Performance Measures in Optimal
Incentive Contracts’, Quarterly Journal of Econasnit09, 1125-1156.

"IBaker, George, Robert Gibbons and Kevin Murphy919@formal Authority in Organizations’,

Journal of Law, Economics, and Organization, 15§6}/3

123



