International Journal of Asian Business and Information Management
Volume 12 « Issue 2 « April-dJune 2021

Impact of HR Practices on
Organizational Effectiveness:

A Study With Reference to Engineering
Colleges in Chennai, Tamil Nadu

K. Sreenivasa Murthy, Department of Management, Central University of Tamil Nadu, India

K. Sai Kumar, Narayana Engineering College, India

ABSTRACT

The purpose of this paper is to identify the factors for both HR practices and organizational
effectiveness along with what extent HR practices impact organizational effectiveness. The data
were randomly collected from faculty working in engineering colleges located in around Chennai.
An analysis of the data identified compensation, employee performance evaluation, recruitment
and selection and training practices are the important HR factors. Similarly, employee recognition,
development and encouragement, organizational policies and procedures, and organizational structure
are the factors identified for the organizational effectiveness after analyzing the results generally are
in tune with previous studies. Regression analysis was applied to test the impact of HR practices
on organizational effectiveness, and it is found that there is a strong relationship between the two.
It highlights compensation practices are the crucial element of HR practices and have a significant
impact on the organizational effectiveness.
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1. INTRODUCTION

The HR practices followed in the organizations have a high degree of impact on the performance and
its survival. The HR practices directly influence the level of satisfaction of the employees both internal
and external. It is thus identifying the degree to which employees discharge their responsibilities of
the job with utmost satisfaction. The organizations that follow proper HR practices can develop self
image psychologically with their work. Many researchers have proved that the importance of HR
practices in the organizations cannot be overemphasized. It is a fact that an organization depends not
only on its material or money but on its capable human resources. The HR practices have direct impact
on the performance and the quality of work life of individuals as it provides strong desire to satisfy
their needs for identity and development in their jobs (Harley, 2002; Tessema and Soeters, 2006).
It is true that the success of any organization depends on how well it manages the workforce
in achieving its targeted goals. Implementation of HR practices within the organization is the
responsibility of HR managers in the organization especially in service organizations than compare
to manufacturing organizations (Radcliffe and Daniel, 2005). As the teaching sector is purely a

DOI: 10.4018/1JABIM.20210401.0a10

This article, published as an Open Access article on March 5th, 2021 in the gold Open Access journal, the International Journal of Asian
Business and Information Management (converted to gold Open Access January Ist, 2021), is distributed under the terms of the Creative
Commons Attribution License (http://creativecommons.org/licenses/by/4.0/) which permits unrestricted use, distribution, and production in
any medium, provided the author of the original work and original publication source are properly credited.

157



International Journal of Asian Business and Information Management
Volume 12 « Issue 2 * April-June 2021

service sector, the faculty is a crucial element and most important asset for its success and also in the
achievement of organizational goals, proper HR practices must be followed to improve the quality of
services of faculty. Pfeffer (1994) stated that good HR practices generate much loyalty, commitment,
or willingness to expend extra effort for the organization’s objectives. In the words of Stone (1998), it
is the responsibility of the organizations how effectively they manage their human resources to extract
maximum contribution from their employees. He also added that good HR practices are either part
of the problem or part of the solution in gaining the productive contribution of people.

The organizational effectiveness is the capacity to reach the targets within the restrictions of
available limited resources. Organizational effectiveness is known by different terms like organizational
efficiency, organizational productivity or organizational profitability. Though it is known with different
names the essence of the meaning is that it is the extent to which an organization achieves its goals
within the given resources. Taghian et al., (2015), opined that it is difficult to define, conceptualize,
and measure this concept. Regarding the definition of organizational effectiveness each person tends
to have a different conceptualization of effectiveness in general and organizational effectiveness in
particular. Guptha and Joshi (2008) stated that organizational effectiveness reflects how effectively an
organization can discharge its responsibilities with reference to all its constraints both in the internal
and external environment. Ravindra Pathak and Manoj Patwardhan (2011), viewed organizational
effectiveness as more comprehensive than is reflected by mere good performance and productivity
of members or the financial success of the organization. They also opined that there is no universal
definition of organizational effectiveness or there can be no universal recipe for achieving it. Different
organizations operating under same conditions may adopt different approaches to be successful in
reaching their goals. In the words of Bernard Burnes (1998), there is a lack of clarity as to what
organizational effectiveness is and how to achieve, maintain or improve it is flawed in certain respects
and Prasad L M (2008), opined this confusion mainly due to discrepant conception of organizational
effectiveness.

2. REVIEW OF LITERATURE

Successful HR practices are more than ever before plays a leading role in the performance of
organizations. Poor working conditions, improper compensation system, poor management and
absence of evaluation system leads to failure in retaining capable personnel which ultimately leads to
failure of the organization and is a common situation that appears in many organizations. Some of the
previous researchers like Ahmad and Schroeder, (2003), Delaney and Huselid, (1996), Ichniowski et al.,
(1997), conducted studies on HRM activities with reference to developed countries. The content of their
studies mainly focused on how HRM related practices greatly affect the performance of the employees.
The literature available on human resources management elaborated the role of HR practices with
different set of activities. For example, Pfeffer (1994) identified 16 HRM-related practices, Delery
and Doty (1996) identified seven HRM-related practices, and Tessema and Soeters,(2006) identified
eight HR practices. It is found that each set of these practices have shown significant impact on the
performance across all types of organizations in different countries.

The importance of HR practices in the modern era cannot be ruled out due to increasing
importance of organizational performance. Many studies conducted in the recent times have shown
the research interest in the relationship between HR practices and performance relationship with a
special focus on manufacturing sector particularly with reference to developed countries.(Boselie et
al., 2001; Ferris et al., 1999; Guest, 1997; Huselid, 1995; Paauwe, 1998, Power and Boselie, 2003;
Pfeffer, 1994). It is difficult to clearly know to what extent HRM affects organizational effectiveness
especially in measuring service sector performance.

Effectiveness of the organization is not the direct result of any one of the HR practices; rather it
is the combined influence of all the factors.The concept of organizational effectiveness has undergone
many transformations over the years. In the 1950s it referred to the extent to which organizations
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fulfilled their objectives. In the 1960s and 1970s it was defined as the ability of an organization
to exploit its environment for accessing and utilizing limited resources. In the 1980s and 1990s it
was seen as the ability to accomplish goals using minimum resources (Gavera et al., 2011). Many
organizations have realized that human resources are the best assets to compete with internal and
external threats in their sectors. The importance of the employer has extended from simply paying
their basic salary towards employee engagement practices as the properly engaged employee
contribute and affect the business in a greater sense. Employee identification and their development
are the critical organizational requirements in a global competition. Many researchers in their studies
support the relationship between organizational performance and employees’ encouragement. The
encouragement given to the employee helps organizations in achieving the goals, increasing their
productivity. According to Macey and Schneider, (2008), the major elements of organizational
effectiveness are commitment, loyalty and trust. A properly recognized employee committed to his
job, organizational objectives as well as their responsibilities. Recognition given to the employee
acts as a motivator and encourages him to combine all his efforts for taking his organization to the
upper levels. Encouragement given to the employee leads to loyalty towards the organization and
face challenges that may arise while discharging responsibilities.

The above-mentioned studies, therefore, support various factors for both HR practices and
organizational effectiveness. Based on the literature available on these studies, an attempt has been
done to know the impact of HR activities on organizational effectiveness. Though some of the studies
have done on the same concept, but there are restricted to manufacturing sector giving less scope for the
service sector. As such the present study may be considered as a brick to fill the gap in the literature.

3. OBJECTIVES OF THE STUDY

In a competitive environment, it is important task before the managements of the engineering colleges
to attract and retain the qualified faculty. In order to achieve this task and to get organizational
effectiveness, managements are altering their strategies and focusing on increasing the satisfaction
levels of the faculty. As such the aim of the present study is to investigate the HR activities that
contribute organizational effectiveness. As against this background, the following are the objectives
formulated to guide the study:

1. To determine the factors responsible for sound HR activities;
2. To determine the factors responsible for organizational effectiveness;
3. To determine the relationship between HR practices and organizational effectiveness.

4. HYPOTHESIS

The study infers that the organizational effectiveness doesn’t depend on the HR activities followed
in the engineering colleges. Accordingly, the following hypothesis has been formulated:

H,_,: There is no significant relationship between HR practices and organizational effectiveness.

5. RESEARCH DESIGN

5.1. Instrument Used

The instrument was developed for exploring the opinion of respondents about HR practices and
organizational effectiveness. It consists of three parts. The first part deals with the demographic profile
of the respondents such as gender, marital status, educational level, and designation etc. Part two of
the questionnaire deals with the factors which are considered most important by the respondents for
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HR practices and part three of the questionnaire deals with the factors for organizational effectiveness.
The questionnaire was developed based on the standardized practices on the literature available with
the previous studies on HR activities and organizational effectiveness.

Some of the aspects included in the questionnaire consists of salary, performance, encouragement,
standard of living, performance evaluation, recruitment, selection, training practices, recognition, and
organizational policies and procedures etc,. Respondents were asked to indicate the degree to which
they agreed or disagreed with the statements related to the study. Each of the statement is measured on
a four point Likert’s scale ranging from 1 to 4, in which, 1 indicated “strongly disagree”, 2 indicated
“disagree”, 3 indicated “agree” and 4 indicated ‘‘strongly agree”.

5.2. Data Collection

The sampling frame for the study is the full-time faculty working in engineering colleges located in
and around Chennaij; the capital of TamilNadu state. Convenient sampling technique was employed
in the selection of engineering colleges and personal interview method was adopted to collect the
primary data from the sample respondents. Validity of the statements in the questionnaire was assessed
by conducting a pilot study in terms of wording, clarity and meaning. A total of 175 questionnaires
were distributed. However, a sufficient sample size of 150 were received with every statement
responded, making the response rate at 86 percent. According to Nunnuly (1978), a sample size
of 100 to 300 respondents is sufficient to test measurement scales and to reveal an effective factor
structure. The respondents were selected randomly during the period between October 2019 and
December 2019. Proper care has been taken in selecting the respondents from diverse population
to represent a balanced mix of various demographic factors. The secondary data for the study had
gathered from journals, magazines and also from the internet websites related to HRD practices and
organizational effectiveness.

5.3. Analysis of Data

The primary data collected from the sample respondents have been arranged systematically and
tabulated in a format amenable for analysis. The data were analyzed by using appropriate statistical
procedures like factor analysis, regression analysis and ANOVA. The factor analysis has been used
to summarize the variables into smaller sets of linear composites. Regression analysis was used to
estimate the impact of independent variables on the dependent variable and the ANOVA test has been
used to test the significance of relationship between the variables under study.

6. RESULTS AND ANALYSIS

6.1. Profile of the Respondents

Of those responding to the questionnaire (see Table 1), it is found that the majority of respondents
belong to male category, having marital status with post graduate qualification and assistant professor
designation.

6.2. Reliability

The internal reliability of various items of the questionnaire was verified by calculating Cronbach’s
alpha. The Cronbach’s alpha coefficient is an indicator of internal consistency of the scale. A high
value of the Cronbach’s alpha coefficient suggests that the items that constitute the scale hang together
and measures the same underlying construct. According to Hair et al. (2006) & Nunnaly, (1978), the
Cronbach’s alpha, which is popularly used to measure the reliability of the instrument that ranges
from O to 1, with values of 0.6 as lower level of acceptability.
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Table 1. Demographic Profile of the Respondents

No. of Respondents Percentage
1.Gender
a) Male 95 63.34
b) Female 55 36.64
Total 150 100.00
2.Marital Status
a) Married 115 76.67
b) Unmarried 35 23.33
Total 150 100.00
3.Education
a) Graduate 05 3.33
b) Postgraduate 110 73.34
c) PhDs 35 23.33
Total 150 100.00
4. Designation
a) Assistant Professor 70 46.66
b) Associate Professor 50 33.34
¢) Professor 30 20.00
Total 150 100.00

Source: Compiled by authors

6.3. Factor Analysis for HRD Practices

To identify various factors and to find out the relationship among the variables used in the study, the
concept of factor analysis was applied. One of the reasons for applying factor analysis was to combine
the variables that are highly associated. According to Alias Radam et al, (2010), the factor analysis
involves extraction of factors from a correlation matrix, deciding how many factors to be interrupted
and finally rotating the retained factors. Data were subjected to factor analysis and the factors were
generated using principle component analysis and varimax rotation. The Table 2 shows the results
of factor analysis for HR practices.

The principal component analysis in data extraction extracted four factors with Eigen values
above one. The Eigen values of the four factors along with the Chronbach’s alpha and cumulative
percentage of the variance is shown in Table 3.

The four factors are namely, compensation management practices, employee performance
evaluation practices, recruitment and selection practices, training practices and the total variance
explained is 66.868 percent. According to Hair et al (1998), the sum of square of the factor loadings
of each variable on a factor represents the total variance explained by the factor. And, so Eigen
values greater than 1.0 are considered significant and a total variance greater than 60 percent is also
considered satisfactory.

6.4. Correlation Matrix for HRD Practices

Correlation analysis was used to study the existence of relationship between the factors obtained
under the factor analysis (see Table 4).
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Table 2. Results of Factor Analysis for HRD Practices

Loadings Mean
Score
Factor 1(Compensation Management Practices-CMP)
The organization has attractive compensative system 0.728 3.01
The organization provides equitable internal and external salary 0.715 2.67
The organization has performance based salary system 0.711 3.26
The organization encourages faculty with better performance 0.709 3.18
The organization provides salary as per standards of living 0.682 2.92
Factor 2(Employee Performance Evaluation Practices-EPE)
Employee Performance Evaluation is considered as important task by management 0.751 2.85
The organization provides feedback on Employee Performance 0.649 332
The organization has good operational Employee Performance Evaluation system 0.626 3.34
Performance evaluators has sound knowledge in the evaluation system 0.525 2.09
Employee Performance Evaluation results has a lot to do with personal decisions 0.514 3.07
Factor 3(Recruitment and Selection Practices-RSP)
The organization has sound operational recruitment and selection policies 0.689 3.09
The organization provides clear and written job description and job specification 0.717 2.17
The organization maintains merit in recruitment and in selection process 0.678 3.18
The organization provides good salary to attract the qualified applicants 0.643 2.51
Factor 4(Training Practices-TP)
The organization has sound operational training policy 0.651 3.15
The organization continuously assess the training needs of the faculty 0.642 2.06
There is continuity in monitoring and evaluating the training programmes 0.604 2.16
The organization has good linkages with training providers 0.556 2.66

Source: Compiled by authors

The correlation matrix shows that compensation management practices are strongly correlated
with employee performance evaluation practices (0.712, p<0.01). It is therefore assumed that attractive
compensation packages and encouragement to the faculty is possible with proper feedback and
evaluation practices. Similarly, there is a significant correlation between the employee performance

Table 3. Chronbach’s alpha and Cumulative Percentage Variance of the Factors

Factors Chronbach’s Eigen Percentage of | Cumulative

alpha Values Variance Percentage
Compensation Management Practices 0.769 4.626 25.721 25.721
Employee Performance Evaluation Practices 0.738 3.905 20.657 46.378
Recruitment and Selection Practices 0.724 3.711 11.225 57.603
Training Practices 0.712 2.425 9.265 66.868

Source: Compiled by authors
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Factor CMP EPE RSP TP
CMP 1
EPE 0.712 1
RSP 0.375 0.675 1
TP 0.302 0.654 0.301 1

*Correlation is significant at 0.01 level, p = 0.01

evaluation practices with recruitment and selection practices (0.675, p<0.01) followed by training
practices (0.654, p<0.01).

6.5. Factor Analysis for Organizational Effectiveness

Table 5 shows the results of factor analysis for organizational effectiveness.

The principal component analysis in data extraction extracted five factors with Eigen values
above one. The Eigen values of the five factors along with the Chronbach’s alpha and cumulative
percentage of the variance is shown in Table 6.

It is clear from the table that Employee Recognition is the most important factor accounting
for 29.154 percentage of variance followed by employee encouragement, employee development,
organization policies and procedures and organizational structure. The total variance explained was
78.749 percent.

6.6. Correlation Matrix for Organizational Effectiveness

Correlation analysis was used to study the existence of relationship between the factors obtained
under the factor analysis for organizational effectiveness shown in Table 7.

Thus, it is clear from the above table that there exists a strong correlation between employee
encouragement and employee recognition (0.691, p<0.01), followed by employee development and
employee recognition (0.592, p<0.01) and employee encouragement and employee development
(0.573, p<0.01). These results show that organizational effectiveness was greatly affected by employee
recognition, employee encouragement and employee development. Similarly, the other factors are
also significantly correlated with each other. The reason for the high correlation among these factors
may be due to the fact that encouragement given to the faculty not only offers recognition but a higher
position with higher status and power and also motivate them towards professional development.

6.7. Regression Analysis of HRD Activities on Organizational Efficiency

To determine the relationship between HR practices and organizational effectiveness, the collected
data were further used for regression analysis. The set of factors namely, compensation management
practices, employee performance evaluation practices, recruitment and selection practices, training
practices are taken as independent variables and organizational effectiveness is taken as dependent
variable. The result of regression analysis is shown in Table 8.

From Table 8, it is clear that the measure of strength of association in the regression analysis is
given by the coefficient of determination denoted by R2 The R? value in the present study is 0.662,
which shows that 66.2 percent of the variation in organizational effectiveness can be explained by
the four factors or independent variables. The model is statistically significant at a confidence level
of 99 percent. An analysis of the ANOVA indicates that there is a significant relationship between
HR practices and organizational effectiveness (see Table 9).

163



International Journal of Asian Business and Information Management
Volume 12 « Issue 2 * April-June 2021

Table 5. Results of Factor Analysis for Organizational Effectiveness

Loadings Mean
Score

Factor 1(Employee Recognition-ER)
The salary provided is based on the performance of the faculty 0.785 3.21
Proper recognition is given to faculty based on their performance 0.762 2.47
The faculty with leadership skills get more priority 0.623 3.16
The faculty with dedication and disciplined approach get additional job roles 0.605 3.15
Factor 2(Employee Encouragement-EE)
The faculty participation is encouraged in decision making 0.731 2.75
The faculty are encouraged for their innovations 0.675 3.32
Suitable work environment exists in the organization 0.626 2.34
Training is provided to enhance the performance of employees 0.543 3.21
The faculty are encouraged for their creativity 0.525 3.07
Good environment exists to express the feelings of the faculty 0.412 2.65
Factor 3(Employee Development-ED)
Opportunities are provided for improvement of performance 0.774 3.07
The organization supports the faculty in meeting their objectives 0.647 2.47
Training and development programmes are helpful in career development 0.651 3.21
The organization encourages the faculty with diverse talents 0.621 2.51
The college environment is helpful for self development 0.565 3.01
Factor 4(Organization Policies and Procedures-OPP)
The organizational policies and procedures are equally applicable to all employees. 0.611 3.04
The organizational policies and procedures are simple and communicated well in advance 0.572 3.06
The changes are communicated before they are implemented 0.544 2.86
Factor 5 (Organizational Structure-OS)
The role of the employees is clearly defined in achieving the organizational objectives 0.715 2.27
Management recognizes the faculty when multiple roles are played 0.672 3.08
The flow of information among the faculty is good 0.616 2.49
The leadership provides right direction in achieving the objectives. 0.546 2.11

Source: Compiled by authors

DISCUSSION

The study is aimed to identify the factors responsible for HR practices and organizational effectiveness
along with the investigation to find out the impact of HR practices on organizational effectiveness.
The analysis showed four factors for good HR practices such as compensation, employee performance
evaluation, recruitment& selection and training practices. These factors are in tune with the results
obtained by Cohen and Wheeler (1997) and Hilderbrand and Grindle (1997). According to them
low salary levels, inability to fire people, too few rewards for good performance, faulty recruitment
procedures ineffective leadership are the some of the reasons for failure of the organizations. The
studies conducted by Kalleberg and Moody, (1994), on training and employee competence, Hsu and
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Table 6. Chronbach’s alpha and Cumulative Percentage Variance of the Factors

Factors Chronbach’s Eigen Percentage of Cumulative
alpha Values Variance Percentage
Employee Recognition 0.749 4.526 29.154 29.154
Employee Encouragement 0.738 3.802 22.457 51.611
Employee Development 0.724 3.612 10.525 62.136
Organization Policies and Procedures 0.711 2.326 9.358 71.494
Organizational Structure 0.705 2311 7.255 78.749
Source: Compiled by authors
Table 7. Correlation Matrix for HRD Practices
Factor ER EE ED OPP (O8]
ER 1
EE 0.691 1
ED 0.592 0.573 1
OPP 0.372 0.523 0.392 1
oS 0.463 0.324 0.426 0.527 1

* Correlation is significant at 0.01 level, p = 0.01

Leat, (2000), Huselid, (1995), on recruitment and selection and employee competence, Becker and
Gerhart, (1996), Fey et al., (2000) on job descriptions and placement and role clarity, Hilderbrand
and Grindle,(1990) on compensation and retention of the employee also stated and supported the
same factors identified in the present study for the good HR practices.

imilarly the findings on organizational effectiveness with reference to employee recognition was
proved by the previous studies conducted by Pathak R D(1983). Another study conducted by Chaughtai
and Amir Ali (2008) on employee encouragement and development is also in line with the results of
the present study. This study also recognized organizational policy and procedures as the key factor
of organizational effectiveness as it was proved by SueJackson(1998) and Andrea Rangone(1997).

Table 8. Model Summary

Model

R Square

Adjusted R Square

Std. Error of the Estimate

1 .802°

.662

.598

9.377

Table 9. ANOVA Results

Model Sum of Squares df Mean Square F Sig.
1 Regression 965.325 3 321.775 29.12 0.05

Residual 6589.526 596 11.05

Total 19001.546 599

Source: Compiled by authors
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Similarly, organizational structure plays an important role in organizational effectiveness as was
depicted by Gadaliahu H and Harel et al (2003).

CONCLUSION

Based on the findings of the study, a few key points can be developed to conclude this research paper.
It is very much important that the managements of the colleges must understand these factors and
should provide what is suitable and best for the college development. The results of the study imply
that compensation practices are the crucial element of HR practices and have a significant impact on
the organizational effectiveness. Hence it is concluded that the management of engineering colleges
should pay more attention on this aspect to enhance the effectiveness in functioning the college.

The other important practice of HR is to strengthen the employee performance evaluation
procedures as it not only identifies the weakness of the faculty but also strengthen them in meeting
their career and personal development to suit with the present day environment. Hence it is necessary
to develop a proper mechanism to identify the training needs of faculty and update them in all aspects.
Similarly, management must concentrate on maintaining proper recruitment and selection procedures
by giving more importance on merit in appointing right kind of faculty. Employee recognition
is identified as another crucial factor for the organizational effectiveness followed by employee
encouragement and personal development. A properly recognized employee shows his respect on
management and involvement in his work, the managements of the colleges must focus on these
aspects by giving them an opportunity in decision making and support for the work done. This can
be done through entrusting them with more power, larger delegation of authority and incentives for
their achievements. As organizational policies and procedures and organizational structure also play
an important role in organizational effectiveness, the managements ought to focus on developing
a good working environment with well defined policies and procedures along with role clarity for
extracting maximum contribution from the faculty.
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