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Abst r act

Rai sing work productivity constitutes the nost inportant factor of
growth in production volune, of decrease in production costs and of
increase in econonmic efficiency and product conpetitiveness on the
external and internal narkets.

The analysis of domains such as planning, nanagenent systens,
comuni cati on, IT resources and personnel noti vati on, enabl es
identifying and applying of <certain neasures for productivity
increase. The main nmethods for increasing work productivity presented
in the current paper are: the pronotion of technical progress, the
i mprovenent of staff training, the introduction of nodern managenent
net hods, the inprovenent in nmaterial stinulation of personnel

Besides, this article also ains to present both the direct and the
indirect effects of raising work productivity upon the economc and
financial performances of the conpany.

The direct effects are based on the raising of the physical production
which is reflected in the value indicators of production (the gross
output, the turnover, the added value, the incones, in the costs and
in the profits.

On the other hand, the indirect effects of raising productivity are
reflected in the performance indicators calculated on the base of sone
indicators of effects and efforts, such as: the rates of return, the
capital turnover ratios, the efficiency rates, the indicators of the
efficiency of using material and human resources.

Keywords: human resources, |abour efficiency, productivity,
per f or mances

| nt roducti on

Productivity is a notion situated in the centre of the analysis of the
gl obal functioning of the econony, being susceptible of raising
nmanagers’ special interest as an instrunment of evaluating the economc
performance at the | evel of the conpany.

According the Measuring Productivity OECD Manual, productivity 1is
comonly defined as a ratio of a volume neasure of output to a volune
neasure of input use.

The | abour efficiency (the work productivity) reflects the
effectiveness or the fruitfulness of the woirrk perforned in the
production process, and its increase constitute an essential factor of
rising the output capacity, reducing the production costs and
increasing the profitability and the conpetitiveness of the products
on the domestic and external narkets.
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The level and the dynamics of the productivity are influenced by a
series of natural, biological, technical and organizational, econonic,
social and political and psychol ogical factors, etc.

The increase of the |abour efficiency represents the process by which
the sane work load 1is materialized in a bigger anobunt of goods and
services or vice versa, the sane anmbunt of goods are made with a
smal  er work | oad.

Labour Efficiency Gowh Factors

According to the Romanian specialized literature, the main ways of

increasing the |labour efficiency are: pronoting technol ogi ca
pr ogr ess, enhanci ng t he | abour’s pr of essi onal qual i fication,
i mpl ementing nodern nmanagenment nethods, inproving the personnel’s
financial incentive system In order to determne the ways of

increasing the l|abour efficiency in a correct manner, one nust take
into account all the factors influencing its level and dynamcs, as
well as the peculiarities of the production process of each branch and
conpany. (Radu, 2006, p.122)

The pronotion of technological progress is considered the main way of
increasing the productivity, of saving live labour. The analysis
studies the situation of inplenenting all its forns, as well as its
consequences. In industry, the pronotion of technological progress is
nmade with the purpose of equipping conpanies with nodern nmeans of
production and i mpl ementi ng advanced technologies. In this respect,
we should study the situation of the production mechanization,
automation and cybernetization, the endowrent of the conpanies with

hi gh technical-Ievel nmachi nes and equi pnent, as well as the
i mpl ementation of advanced technologies. The inplenentation of
technol ogical progress in all its forns has positive consequences on

the activity of the conpany that are nmaterialized in the increase of
production and of the |abour efficiency, the reduction of the |ead
time per product unit and of the relative personnel requirement, the
reduction of the staff costs, etc.

Research and innovation nake an inportant contribution to corporate
performance, to productivity and the supply of new and inproved goods
and services, and hence conpetitivity, growh and enploynent
(Mai resse, 2003)

The pronotion of nodern managenent nethods represents an inportant way
of increasing the productivity, even in the circunstances where the
level of the technical equipnent of labour is not nodified which
allows for saving the investnment funds. We can consider the managenent
net hods ways of increasing the Ilabour efficiency in three nmain
aspects: inproving the managenent nmethods, inproving the production
nmanagenment and i nprovi ng the organi zati on of work.

The inmprovenent of the nmanagenent nethods need perfecting the
deci sion-making nmethods and the information system enhancing the
organi zation structure of the conpany, the correct segregation of
conpetences and responsibilities, etc. W can also analyse sone
aspects related to the efficiency of the nanagenent activity, such as:
the way decisions are substantiated, the nunmber of hierarchic levels
and the size of the hierarchic weight, the information quantity,
quality, circulation and cost, etc.

M BES 2008 622



Mari a- Dani el a Bondoc, 621-628

Human resource nanagenent practices have an economically and
statistically significant inpact on both internediate enployee
outconmes (turnover and productivity) and short- and |ong-term neasures
of corporate financial performance. (Huselid, 1995)

The enhancenent of the production managenent inplies: the optimzation
of the production concentration, specialization and cooperation
i mproving the effective production preparation, scheduling, |aunching
and nonitoring, the rational organization of the flow of production
and the adequate |ocation of the equipnent, elimnating bottlenecks,
lost tinme in the production process, having a rhythmc supply,
providing the appropriate docunmentation and technical support,

ri gorous organization of the production quality control, etc. All
these neasures allow for the organization of the |large-scale
producti on, the application of conpetitive technol ogi es, t he

shortening of the fabrication cycles and the rational usage of the
production factors.

The enhancenment of the organization of work contributes to the
increase the |abour efficiency by the conplete and effective usage of
the work time, by the elimnation of wunjustified dead tinme, the
i nprovenent of the normsetting system the rational organization of
the work places and the provision of optinmum working conditions
according to the principles of ergononics.

Anot her inportant way of increasing the |abour efficiency is the
enhancenent of the personnel’s professional qualification, while also
seeking to reach an agreenent between the production technical and
organi zational level and the professional qualification [evel and the
use of | abour.

The inprovenment of the ways of financially stinulating of notivating
the personnel has a significant place, i.e. the growh reserves of the
| abour efficiency related to the effect of the bio-psycho-soci ol ogical
factors. In this respect, blending the financial incentives for the
obtained results with the enployees’ financial liability for damages
they may cause, as well as the inprovenment of the forms and nethods of
remuneration, granting premuns, sharing profits, etc. Social factors

al so influence |abour efficiency, such as: living conditions, socio-
cultural conditions, the quality level of the work and fanmly
environnent, etc., as well as neeting the personnel’s cultural-

sportive needs.

The inplenentation of these main ways of increasing the |abour
efficiency can be sketched as in diagramno. 1.

Di agram no. 1. The inplementation of the main ways of increasing the
wor k productivity
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The international operational nanagenent consulting firm Proudfoot
Consul ting performs annual surveys on the situation of the |abour
efficiency, revealing the fact that, in any country, a great part of
the working time is wasted, the |osses being especially accounted for
by poor work supervision, an inadequate planning or by insufficient
control .

According to the latest survey on productivity published by Proudfoot
Consul ting (Proudfoot Productivity Report 2007), alnobst 70% of the
conpany nmanagers estimate that their global efficiency reflected by
the | abour efficiency has nmade progress between 2005 and 2006, while
only 5% believe that their |abour efficiency has decreased. The sane
study nentions that the weight of the idle time of the analyzed
decreased to an average of 31.4% in 2005/2006, as conpared to 35.3%in
2004/ 2003. For 2008, 79% of the interviewed managers declared that
the | abour efficiency in their conpanies may inprove, alnost half of
them forecasting an increase by 10%

The approach of these apparently comonpl ace issues cones second anong
sone nmanagers’ concerns, as conpared to the investnments into new
equi prents as a factor of inproving the situation of the |abour
ef ficiency.

The surveys perforned by Proudfoot Consulting prove that a significant
increase of labour efficiency is possible wthout additional
investments. The analysis of certain areas such as: planning, the
nmanagenment systens, conmunication, information neans and the personnel
notivation, allows for the identification and application of sone
neasures of inproving the aforenentioned and for the increase of the
productivity and of the degree of usage of the available tine up to
the level of 85% percentage deened optinum by Proudfoot Consulting.

M BES 2008 624



Mari a- Dani el a Bondoc, 621-628

The analysis of the growmh reserves of the |abour efficiency should
constitute a permanent concern of the decision-making factors of all
the levels of the organizational structures, and special attention
shoul d be given to those factors that can be nmobilized in due tine and
with economcally reasonable efforts .

A series of factors of increasing productivity were also highlighted
by the recently perforned study of Proudfoot, according to which the
first two actions the nobst quoted by the interviewed managers were:
investment in workforce skills and investnment in managenment skills.
From the point of view of the inportance given by the survey
participants the following are: better use of information technol ogy
and nore flexibility in labour laws (ability of hire and fire),

consi stent execution of strategy by top nmanagenent, increased capita
expenditure on ICT (Information Comuni cati on Technol ogy), enbracing a
net hodol ogy (Kai zen, Lean, Six Sigma), increased capital expenditure

on plant and nachinery, outsourcing and a decrease in other costs of
production (excluding |labour). On the last places anong the factors of
increasing productivity there are the new conpetitors entering
markets, |ower |abour costs, outsourcing and offshoring conbined and
the least inportant is offshoring.

Barriers in the Wy of the Increase of the Labour
Productivity

At the same tinme, besides the factors that lead to an increase of the
productivity, special attention nust also be given to the approach of
the main factors that constitute barriers in its way. The survey
performed by Proudfoot in 2005, on the basis of information collected
from 13 areas of activity in 12 countries offer information concerning
4 years (2002-2005). Proudfoot study highlighted that there are 6
factors that often prevent conpanies from reaching a high level of
productivity.

On the first place anmbng the identified obstacles there is the
i nadequate planning and insufficient hierarchic control, the two
causes contributing together, according to the study of conform
Proudfoot, in the last two anal yzed years 2 (2004 and 2005), over 70%
of the productivity loss. No significant inprovement in these areas is
noticed in these four analysed years, which proves that there are
probl ems at the nmanagenent |evel.

The lack of motivation (poor working norale) as an obstacle in the way
of increasing the productivity is on the third place and concerns the
fact that the enployees can feel “devalued” and poorly rewarded and
also the lack of positive team spirit and sense of correctly and fully
fulfil their duties.

The inappropriately qualified workforce as cause of poor productivity
is reflected into the inappropriate fulfilnment of duties for which the
enpl oyee has not been sufficiently trained and is on the fourth place
in the top nade by Proudfoot in 2005.

I nef fective comuni cation can occur due to using a technical |anguage
i nstead of a sinple and unequivocal one in the comunication with the
enpl oyees situated on bottom hierarchic levels, as a result of |ack of
clarity in defining the objectives of the conpany, lack of exact
description of duties, etc.
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I T-related problens are on the |ast place, anong these being: the e-
nmail nessage exchange instead a nore appropriate neeting of the
parties, time wasted wth searching for inadequately archived
i nformation, breakdowns of the information system data corrupted due
to bugs or inconpatibility anong the used information systens.

However, in the nost recent study perforned by Proudfoot (Proudfoot
Productivity Report 2007) 12 barriers in the way of increasing
productivity are highlighted, the first three the npbst frequently
chosen by the participant managers being: inappropriately qualified
wor kf or ce, ext er nal comuni cation problenms wth suppliers and
custonmers and internal comunication problens within the conpany.

The obstacle deemed to be the less inportant was outdated
t echnol ogy/ production processes, preceded by inadequate or poor
supervisors’ performance and by underperformng and/or poor sales
per f or mance.

Effects of Increasing the Productivity

The effects of increasing the |abour efficiency on the econonmc and
financial performance of a conmpany can be studied both partially, for
each increase way or neasure, as well as globally, as a result of the
gl obal application of these ways.

The increase of the productivity as a result of the application of the
af orementi oned neasures generally inplies the increase of the actua
vol une of production obtained per working tinme unit (WQT) or the
reduction of the time used per product unit (WT/Q, and by the
increase of all the production activity value indicators, which is, in
its turn, reflected in a positive manner in the key performance
i ndi cators of the conpany.

The effects of the increase of the productivity on the econonic and
financial performance of a conpany can be direct and indirect.

The direct effects of the actual production that are reflected the
production value indicators (production of exercise — Qe, turnover -
CA, added value — VA, total income — VT), of costs and profits.

The indirect effects of the increase of the efficiency are reflected
through the performance indicators calculated on the basis of the
indicators of effects or efforts, such as: the rates or return, the
rates of asset turnover, the resource efficiency ratios or expenditure
rates, the indicators of the efficiency of usage of the material and
human resources, etc.

Consequently, the influence of the nodification of the annual (W)
daily (W) and hourly productivity (W) on the production value
i ndicators can also be calculated with the help of the nmethod of chain
substitution on the basis of the relation:

D't Vhvr = Nsy x(Wa, - Wa ) = Ns, xNz, X(Wz , - Wz ;) = Ns, xNz; xNh,,(Wh, - Wh )
Moreover, the nodification of the |abour efficiency is also reflected
in the total costs (CT) or in the fixed expenses (CF) for a turnover
of 1,000 lei as foll ows:
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Diaveth e = 2 000 - S 1000 = oo 31000 - e 31000 =

Ns, Wa, Ns, ¥Va, Ns, Nz, Wz, Ns, Nz, Wz,

CTo:%Fo __ 531000 - ——eFo__ 51000

T Ns; >Nz, Nh, Wh, Ns, XNz, *Nh, ¥\vh,,

The nodification of the annual |abour efficiency/productivity also
i nfluences the wage costs for a turnover of 1,000 lei (cs/wm), as
fol | ows:

D) 100 = o2 4000~ 21000,
where: = - average annual wages per person.

The increase of the labour efficiency also leads to the increase of
the volume of the gross profit afferent to the turnover, due both to
the obtained production increase as well as to the reduction of the
cost per product unit. This influence can be determ ned as foll ows:

WzWh _ Wzwh Pby _ Wz, Wh

where: Ry, - rata of sales return in the base period.

By taking into account the influences of the nodification of the
| abour efficiency on profit, we can also calculate the influence on
the rates of return (R) of the total used capital (Kt), of the equity
capital (Kpr), of the permanent capital (Kper), as follows:

[XfMﬂMm-—_J@gfﬂL_>qoo

Kty Kpry ,Kper;

Through the influence of the nodification of the productivity of the
profit afferent to the turnover we can also calculate the influence on
the rates of return of the incone (Rv) and of the used resources (Rc),
as follows:

,WZ,Wh _ DWa,\NZ,V\:h
plavewn - Bs" " 400

- 0o o
a br.a 1

Function of the influence on the production value indicators, we can
also estinmate the effect on the efficiency (E) of fixed assets (Af)
and of circulating assets (Ac), but also on the turnover rate of the
circulating assets (Vz), expressed in days of turnover:

piavevn = B8 4000

Af,,Acy
and
Wammmzéo% JoST ST ST —_ A _ SoRT
z Ng¥a  NgWa,  NoNawz  NgNzxp  NoN2NAWR  NgNzoNh |

Were: s - average annual bal ance of circulating assets,
T — duration in days of the anal ysed period (360 days)
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Concl usi on

Labour efficiency is one of the nbst inportant synthetic indicators of
the economc efficiency of the conpanies because its nodification
generates direct and indirect effects on the whole activity. W can
conclude that it is also inportant to study the growh reserves of the
| abour efficiency and their inplementation at the level of the
conpany. The increase of the l|abour efficiency can also help the
conpany fighting the conpetition; that is why we need to be aware of
both the “engines” that can anplify it as well as the main barriers
that may bl ock the way towards the increase of the |abour efficiency.
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