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Abstract 

Organizational efficiency is generally defined as a measure of relation between the input resources and output 
generated within a system. Organizational efficiency in public and private sector enterprises and communities 
plays a key role in ensuring value creation, and thereby, ensuring economic and social sustainability of societies 
with effective and minimal use of resources, reduced waste and small ecological footprint. Transforming an 
organization is all about changing a laggard organization to an agile and responsive entity, which foresees 
changes, willing and adaptive to changes proactively rather, being reactive to changes, which are forced by the 
operating environments. A proactive organization with visionary leadership foreseeing the challenges 
establishes mitigation plans to overcome or reduce the impact triggered by operational challenges, while a 
reactive organization will be impacted by the operational challenges before it initiates changes based on the 
impact assessment. Transformation of an organization reduces operational costs by eliminating duplications 
and non-value adding processes (Robbins, 2012). The paradigm of sustainable transformation of organizations 
has three main components which are interactively functioning: leadership and management, human resources, 
and organizational culture. Sustainability is defined as ‘responsibility of an organization in sustained generation 
of economic, environmental and social benefits’ (Gardelliano, 2005). Organization management often gets 
caught in the contradiction between sustainability and profitability. The shareholders / stakeholders would want 
short term profitability of an organization while societies around the world are increasingly demanding 
corporations to be environmentally and socially responsible in its operations with utmost importance being given 
to their human and natural resources and communities that they operate in. Sustainability also depends on 
Innovation and Knowledge Development. In a knowledge economy, key engine of growth is knowledge. An 
economy in which knowledge is acquired, created, disseminated and applied to enhance economic development 
is known a knowledge economy (Building Knowledge Economy, WBI, 2011). An effective ecosystem which 
nurtures innovation is based on outputs generated from knowledge centers like universities, research centers, 
schools, consultancy agencies and other organizations engaged in similar endeavors. The knowledge generated 
in such centers is applied though right tools to enhance the wellbeing of humans and sustainability of 
organizations. This paper focuses on the impact of human resource function on the organizational 
transformation for efficiency improvement. 
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Introduction:  

Organizations - irrespective of their type – operate more or less interactively and interdependently between their inputs, 
outputs, internal systems and external factors. Organizations will always need to have a series of resources as input values 
which are processed by their internal systems (business models, manufacturing or service mechanisms, human resources, 
etc.) under external conditions (macro-economic conditions, regulations, market forces, etc.) to produce a series of output 
that eventually contributes to the society socially and economically. The figure given below explains the Input / Output and 
Transformation initiatives in atypical organization. 
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The effectiveness and efficiency of organizations mainly depends on the ratio of their outputs to their inputs, which is mainly 
governed by their internal systems (i.e. leadership, human resources, business model, etc.). A generic Organization 
transformation model is explained with reference to Figure 1. The input factors include Personnel (manpower), external 
factors like social capital, political capital, raw materials, support of community etc. and market and fiscal factors. The output 
generally tends to be either in the form of one of these factors or a combination of multiple factors. The governance of the 
organization is based on its Strategy, Resource allocation, Outlook, Performance, Risks and Opportunities within a robust 
framework of Mission & Vision and Governance policies. Generally organization transformations take place with application 
of tools like 6 sigma, kaizen, 5S or combination of multiple tools to achieve the transformation objectives. Successful 
iterations of application of these tools and finding opportunities to reduce wastage and continuous optimization of operations 
will lead to development of a lean and efficient organization which is financially, operationally and environmentally 
sustainable.  

Organizational Culture and Behavior:  

Organizations and institutions have a character, culture and behavior of its own. Culture of the institution or organization is 
cultivated by its mission, vision, strategies, past experiences, collective memories and responses. However, the 
transformation of organizational behavior is mainly driven by its leadership who imposes their personality traits, 
assumptions and values on a group of people (i.e., management team) within the organization while tasking them with 
achieving an objective, which sows the seeds of an organization’s culture. If the groups of people who are tasked with the 
objectives succeed in terms of conveying the transformational goals, attitudes and responsiveness to the entire organization 
(i.e., employees), then the seeds of values / assumptions and personality traits of the leader get accepted within the wider 
group of an organization and more and more people trying to emulate those traits, setting up the basis of an organization 
culture. In case the group fails to achieve the objectives, either the leader chooses another set of people to achieve the 
objectives while retaining the original values/assumptions and personality traits of the leader or the leader changes his 
assumptions to create a new set of values/assumptions (Schein, 2011) or there occurs a separation of 
leadership/management with the organization, and the cycle continues setting the basis of organization’s behavior and 
culture.  

Typically, organizational transformations involve assessment of business processes, procedures, positions and human 
capacity within an organization, optimizing the same to achieve increased efficiency, quality at reduced cost and/or 
resources. Continuous transformations happen through well developed and purpose-full human resources, teams within 
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the organization. Accurate, objective, transparent and merit-based performance assessments will help, guide and improve 
human resource capacity, retain the best, upgrade others, establish a positive organizational culture and assist 
sustainability. An organizational transformation program generally covers the following areas, 

Organizational assessment 

Implementation of transformation initiatives performance review and continues performance monitoring / improvement. 

In case of successful organizational transformations, the old proverb “not to reinvent the wheel, just to make it roll better” 
is apt as transformations are not about implementing radical changes but driving incremental changes and innovations 
directed at improving efficiency, quality and cost reduction (Epstein et al, 2010). Organizational efficiency is the key word 
that could bring a world of difference between enterprises being on the edge of collapse turning it to a profitable enterprise. 
Organizational efficiency could be mapped as a key performance indicator for corporate performance for both public sector 
and privately held enterprises (Boatright, 2009). Though many researchers and industry honchos uses corporate 
performance, organizational efficiency and financial performance as interchangeable words, (Dubovsky & Varadarajan, 
1987), scholars in the emerging interdisciplinary studies of engineering, business and economics have vouched that the 
socio-economic parameters of society is deeply linked with corporate performances, organizational efficiency, and thereby, 
overall wellbeing of the economy and society. 

Transformation Cycle  

Major factors influencing successful organizational transformation for efficiency and sustainability can be illustrated in 
Figure 1. Sustainable operations of organizations are linked with the values of an organizations leadership and 
management on the level of commitment they have toward the people, (within and outside the organization), common good 
of the society even if it costs the organization financially and whether they treat the community, society and environment 
with respect and pledge not to exploit it for profiteering. Hence, for an organization to undergo transformation for efficiency 
and sustainability, one of the most important change agent - after the stakeholders’ intend, is organizational culture, which 
is in turn dominantly dictated by its leadership, management and general human resources. Cultural transformation initiated 
through sustained human capital development will lead the change of organizational values encouraging motivation, 
passion amongst staff, along with aligning with organizations vision and mission, thereby actively involving in innovation 
and value creation. Leadership and management of an organization should manage the human capital effectively to 
facilitate optimal performance of key result areas like financials, customer relations, operational efficiency, innovation, value 
addition to the society and environment.  

 

Figure 1: Important factors and ingredients of organization transformation and efficiency 

Organizational Efficiency 

Corporate performance is often interpreted as an attribute of their financial wealth and value created for stake holders. As 
per the age-old paradigm, companies should enhance and further their financial wellbeing (Friedman, 2002). Hence most 
researchers tend to link success of an organization to the financial attributes and share price trends to map success. 
However, the new paradigms proposed by management experts tend to look at corporate performance in terms of 
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organizational efficiency and effectiveness (Friedman, 2002), and in even larger context of sustainability considering triple 
bottom line (TBL) pillars of social and environment in addition to finance. 

The direct correlation between organizational efficiency and corporate performance could be explained as “the greater the 
organizations efficiency and effectiveness, the greater is its profitability and greater its chances for continued (sustained) 
economic survival” (Lewin & Minton – 2004). Enterprises identify consumer demand for specific goods or services and try 
to fulfill these demands with the help of their manpower. Measuring profitability essentially becomes measurement of how 
effectively this process of fulfilling consumer demand could be done with minimum resources generating maximum profits.  

Impact of Human Resource Function on Organizational Efficiency 

Human capital is the main pillar that any organization have to have in order for that particular organization to survive, the 
quality and education level of Human Capital will determine the way that the organization performance, an organization 
with high level and motivated people definitely should be identify as high performance organization. Performance 
Management of organizations consists of three main elements they are, performance assessments, training and 
development, benchmarking, compensation and benefits. Below we are going to discuss each element in more details; 

Performance Assessments 

The performance management system (PMS) can be defined as the set of “the evolving formal and informal mechanisms, 
processes, systems, and networks used by organizations for conveying the key objectives and goals elicited by 
management, for assisting the strategic process and ongoing management through analysis, planning, measurement, 
control, rewarding, and broadly managing performance, and for supporting and facilitating organizational learning and 
change” (Ferreira and Otley 2009: 264).  

Compensation and Benefits 

Compensation is said to be the loudest communication in an organization. Historically, Compensation and Benefits (C&B) 
function used to calculate the salary hikes and bonus payouts etc., however currently C&B function has assumed a strategic 
role of balancing the cost base on one hand and being the driver for recruiting top talent on the other hand (Zeuch, 2014). 
The importance of C&B from various stakeholders’ views is detailed in the following section. From an employer’s view point, 
compensation costs are the single highest cost for most companies in service industries, the quality of human resources is 
a deciding factor for successful sustenance of the organizations. C&B is also the most important tool to recruit right talent 
and retain best talent available within the organization. From an employee’s view point, C&B is the fundamental pillar on 
which the standard of life of an employee and his dependent family is based along with it being a measure of his service 
and performance within the organization. From government’s view point, C&B affects the national productivity, purchasing 
power of people and the general socio economic condition.  

Training and Development  

Training and development (T&D) has been a strategic tool used by organizations around the world to sustain the competitive 
advantage. T&D is essential for organizations to tap the potential of employees and prepare them for new challenges. T&D 
has also been an important parameter for potential employees looking for a role within organizations. An Organization with 
a well-defined and executed T&D policy is in a better position to attract quality human resources in comparison to an 
organization without such a policy even though the compensation and benefits remain the same in both organizations 
(Wick, 2006). Training programs should be aligned with the organization’s vision, mission and strategic objectives. 
Individual training program needs to be developed based on the need to achieve departmental objectives as well individual 
objectives, in turn collectively the organizations objectives. (Thomaskutty, 2010)  

Employee Retention: 

It is generally observed that the employees commitment to stay with an organization depends on not just one but a group 
of factors. These factors include compensation, appreciation at workplace, career development opportunities, work life 
balance, work environments, behavior of supervisors and colleagues, work pressure etc. Retention of valuable human 
resources is vital for an organization to succeed. Furthermore, talent retention is critical for organizations for two reasons; 
(i) turnover is highly expensive (ii) top performers are main drivers of businesses (Kossivi, Xu et al. 2016). 
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Summary: 

Summarizing the discussion, core competencies of an organization such as technical knowledge, organizational 
competencies like optimal and mature business processes/risk resilience etc. are embedded within the human capacity of 
organizations. If the organization employs values and retains the right human capital with suitable education, professional 
experience, attitude, and motivation, it could succeed in long term. The objectives and values of staff and management 
should be aligned with the organization’s vision / mission; human capital in such organizations will be a strategic asset, 
driving transformation of the organization through innovative ideas delivering continuous competitive advantage 
(Gardelliano, 2005).  

Employees of a company could make or break the future of the organization. Motivated staff would be passionate about 
their jobs, delivering results and driving innovation to increase the operational efficiency, whereas demotivated employees 
will pull the morale down of entire workforce. Demotivated employees will be less productive, creative and resistant to 
change as they would be on the lookout for better opportunities and least interested in the affairs of the organization.  

Investing in human resources through corporate trainings, well calibrated compensation and benefit polices etc. might be 
seen as unwanted cost by profit oriented leadership / management. However, they fail to understand the magnitude of 
skillset and knowledge that the organization loses when an employee leaves such an organization. Trainings provided to 
employees have a direct impact on the operations. Adding new skillsets will improve the productivity of the employee and 
increase the utilization along with having major impact on the motivation of the employee. Trained employees would also 
act as ambassadors spreading knowledge acquired through trainings to their subordinates thereby increasing productivity 
and saving additional training costs.  

Knowledge acquired through formal education courses / trainings / conferences / seminars etc. also helps in expanding the 
horizon of thinking of the employees, making them knowledge ambassadors within the community and whole society. It is 
imperative that organizations that are looking forward to transformation, particularly to a sustainable one, need to invest on 
long term human resource development rather than wasting all sorts of resources by cost cutting exercises through layoffs 
as a short-term measure. Such cost reduction initiatives will be suicidal in the long run as the organization would have 
drained off its capacity when it needs knowledge and talent to turn around an organization.  
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