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Summary

The goal of this research was to check what the influence of ICT investments would be on
labor productivity and to check how this relationship would be influenced by training and
development practices. This in order to contribute to the already existing debate within the
literature about the proposed relationship between the variables. Within the literature, some
researchers say that there is no relationship between investing in ICT and labor productivity
and some who do say this relationship exists. To test this a quantitative analysis was
conducted, based on data from the EMS (2018). The contribution of this research is twofold.
First, no significant effect was found between ICT investments and labor productivity,
indicating that investing in ICT will not lead to an increase in labor productivity. Second, no
significant effect was found on training and development practices on the relation between
ICT investments and labor productivity. This indicates that training and development
practices in combination with ICT investments do not result in higher labor productivity. An
additional analysis showed that organizational innovation did result in a significant effect on
labor productivity, and therefore, by implementing organizational innovation labor

productivity will increase.

Key words: Labor productivity, ICT investments, Training and development practices,

Organizational innovation.
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Chapter 1 — Introduction

ICT investments are globally considered as being a huge driver for reducing costs, enhancing
productivity, and improving living standards. Furthermore, it is a key driver for economic
growth in industrial societies. Despite this, during the 1970s the growth of productivity in most
economies slowed down. Meanwhile, the investments and expenses within the field of ICT
increased. This phenomenon where productivity growth stagnated, despite the increase in ICT,
investments is known as the “IT productivity paradox” (Hajli, Sims Julian, & Ibragimov, 2015).
According to Hajli et al. (2015), an end to this paradox is most likely due to rapid IT industry
growth in the run up to the year 2000. The rapid growth of the IT industry can be explained by
the increasing development of innovation and communication technologies (ICT), as well as
the declining prices for its use, which have considerably enhanced the diffusion of ICT during
the last few years (Bertschek & Kaiser, 2004). However, it has also been stated that ICT
investments may lead to increases in product quality or variety which tend to be overlooked
(Brynjolfsson & Hitt, 1996).

Inklaar (2019a) found that after the year 2005 the productivity growth was lower than
the years prior. Together with growth account numbers from the CBS, Inklaar (2019a) showed
the productivity growth in the Dutch commercial sector for the 1995-2015 period. Here, those
companies that extensively invested in ICT showed a growth of 1,8% in the period 1995-2005.
In the next ten-year period 2005-2015, this growth dropped to 0,5%, which indicates a
difference of 1,3%. He gives two reasons for this drop in productivity growth. First, new
technology makes it harder to adequately measure productivity. Inklaar (2019b) argues that
these new technologies have implications that are not fully understood yet and therefore, make
it harder to measure adequately. Second, current technology makes it harder for organizations
to learn from each other (Inklaar, 2019a). Where a computer is the same for every business,
investments in an organization model are harder to grasp. Therefore, they are also harder for
other businesses to copy from each other. This means that most companies’ intangible
complementary investments do not yield the desired results (Inklaar, 2019a).

The stagnating productivity growth was also found in a study done by the McKinsley
Global Institute (MGI) on labor productivity in the US. This study showed that labor
productivity grew by 2,5% annually between 1995-1999. In contrast, from 1972-1995 this
percentage was 1,4%, which shows that productivity grew by 1,1% harder after 1995 than
before. However, neither the internet nor a new-economy technology was responsible for the

growing productivity. Instead, product, service, and process innovations were the reason behind



this growth. Their study also showed that many industries heavily invested in IT and this didn’t
result in higher productivity growth (Lewis, 2002). Another researcher that found that ICT
investments on their own do not increase labor productivity is Drucker (1991). He argues that
technology on its own does not generate higher productivity. To put it in his words “whether
tools help productivity or harm it depends on what people do with them” (Drucker, 1991, p.
71). Drucker noticed that the so-called knowledge workers needed to work with the new
technology effectively, now account for only one-fifth of the workforce, where 30 years ago
they were a majority. The only way to increase productivity is to work smarter, without working
harder or longer (Drucker, 1991). He argues that new technology has become more complex
and has a bigger variety, that those who need to work with the technology are not skilled enough
to do so.

Although these new technologies have altered the nature of work, it is still dependent
on the input and actions of humans, as mentioned by Drucker (1991). Human-originated
initiatives remain a vital part of flexible and complex production lines that are not fully
automated in the workplace. Therefore, human resources cannot be seen completely free from
the impact of ICT investment on labor productivity. This also accounts for HR professionals
and other stakeholders, who are in charge of critical leadership roles (Chuang & Graham, 2020).
Furthermore, Bourke and Crowley (2015) found that productivity gains from adopting HRM
practices are higher if supported by investments in ICT. Bourke and Crowley (2015)
hypothesize that ICT and HRM are complementary inputs when it comes to innovation. Where
they do not link it to labor productivity, they do link it to firm productivity and innovation and
find that linking HRM and ICT together yields higher productivity gains. Here Bourke and
Crowley (2015) show the positive effect of HRM together with ICT on productivity, where they
do not specifically link it to labor productivity, it does indicate the positive effect of combined
HRM and ICT. Where Bourke and Crowley (2015) link HRM practices to gains in productivity,
supported by ICT investments in this present report, conceptually speaking HRM practices
supports the relationship between ICT investments and labor productivity.

Concluding, this indicates that ICT investments can have an influence on labor
productivity and that this relation may be influenced by appropriate human resource
management practices.

The topic of ICT investments and their influence on labor productivity has been chosen
because it is happening as we speak. Therefore, it is relevant today, tomorrow, next week, and
so on. The ability of the findings of this research to contribute to a solution that could help

overcome the “IT productivity paradox” is motivating.



Labor productivity was found to increase living standards and productivity growth is
the best way to reduce poverty rates, increase leisure quality, and ability of a country to finance
its education system, health care, environmental safety, and art (Blinder & Baumol, 1993;
Krugman, 1994). Therefore, the effect of ICT investments on the stagnation of the labor
productivity growth is important, because increasing the labor productivity will be beneficial
at the individual, firm, and national level. There has yet to be found a solution to the stagnating
of labor productivity growth, where investing in ICT, and simultaneously considering the use
of HRM practices, could offer a solution (Chuang & Graham, 2020). Therefore, by delving
deeper, the results from this research could help organizations in dealing with their stagnating
labor productivity growth by investing in ICT together with HRM practices.

The problem started with the stagnation of labor productivity growth from the 1970s.
Next to this, the expenditures in the ICT field kept increasing in the hopes of overcoming this
stagnation creating the “IT productivity paradox” (Hajli et al., 2015). Within the existing
scientific knowledge, multiple researchers have found conflicting results. Where some state
that ICT investments do increase labor productivity (Hajli et al., 2015), some state that ICT
investments do not increase labor productivity (Inklaar, 2019a; Lewis, 2002). This paper aims
to delve deeper into the effect of ICT investments on labor productivity, by including the
influence of HRM practices on this relation. Therefore, this research adds to this gap in the
existing knowledge by including the role of HRM practices within the relationship between
ICT investments and labor productivity.

The goal of this research is to gain insight into what way ICT investments could be
supported in order to give a new impulse to labor productivity growth. Therefore, the
contribution of this paper to the existing literature is twofold. First, by showing how ICT
investments could be used to overcome stagnating labor productivity growth. Second, to
discover how this relation is influenced by HRM practices. This leads to the following research
question of this thesis “7To what extent does investing in ICT influence labor productivity in
Dutch manufacturing firms, and how is this relationship influenced by HRM practices?” Based
on the results of this paper, organizations could make better choices whether they want to invest
in ICT and whether they should simultaneously invest in HRM practices to improve their labor
productivity. For this research, the data from the European Manufacturing Survey 2018 (EMS,
2018) will be used.

In the 1980s Volkswagen promised a fully automated factory, which they named “Halle
54”. The new factory was considered an advanced computer-integrated manufacturing concept.

Like today it was promised that it would be accompanied by higher productivity and elimination



of monotonous activities. However, it did not meet any expectations and failed. The reasons for
the failure were given as “overengineering” trailed after the lack of quality, demotivation, lack
of acceptance, and rise of absenteeism by its workers. This experience has taught researchers
that social aspects need to be incorporated into the vision and architecture of technology design
(Oeij, Pot, & Rus, 2015). Where the “Halle 54 factory failed for being technology-driven, a
more recent example did overcome this failure. This was when a transformation took place
from Enterprise 1.0 to Enterprise 2.0. Enterprise 2.0 changed from a technologically driven
approach to a human-driven approach and became successful. Enterprise 2.0 is the use of
emergent social platforms within or between companies and their partners or customers. The
success of Enterprise 2.0 underlines the necessity to focus on the social aspect instead of
technology (McAfee, 2006). This was furthermore established by the BMBF who said “today
more than ever, being productive requires complex processes that need interaction with
technological development, but also with human resource, organizational and skills
development” (BMBF, 2014, p.22). Therefore, this research will add to the existing debate
between technology and HRM by checking it in a new context, which is the context of
manufacturing firms in the Netherlands. Furthermore, this research contributes to the existing
debate by testing the added value of workplace innovation, specific ongoing digitalization, on
continuous digitalization, giving it a more central place in the process of digitalization.

The structure of this research is as follows, first, there needs to be a theoretical
framework that describes and defines the key variables. This will be dealt with in chapter 2.
Second, the research methodology will be described in chapter 3. In this chapter, the way the
research will be conducted is given and explained. Third, the results will be presented that
follow from the analyses of the data in chapter 4. Fourth, a conclusion will be given that answers
the research question which is given above. Last, there will be a discussion that covers

recommendations for further research and limitations that this paper faces.



Chapter 2 — Theoretical Framework

In this chapter, the key variables will be defined and the presupposed relation between them
will be explained. The definitions will be given based on the existing literature. Within the
literature, a debate exists on whether ICT investments increase labor productivity or not. Both
sides will be introduced and discussed, those who do say ICT investments increase labor
productivity and those who say it does not. One will be chosen for this research and a hypothesis
will be given about the influence of ICT investments on labor productivity. Besides this, some
researchers found a connection between the use of HRM practices together with ICT
investments and its effect on labor productivity. A second hypothesis will be formed on the
influence that HRM practices have on the relationship between ICT investments and labor
productivity. Concluding, from these hypotheses a conceptual model will be derived that shows

the expected relationships in this research.

2.1 — Labor Productivity

For this research, labor productivity will be de dependent variable, which is influenced by the
independent variable ICT investments. Moreover, HRM practices will have a moderating effect
on this relation.

Productivity reflects a level of firms competitiveness (Ma&iulyte-Sniukiené & Gaile-
Sarkane, 2014). Furthermore, Blinder and Baumol (1993) state that the growth of productivity
is the best way to reduce poverty rates, increase leisure quality, and ability of a country to
finance its education system, health care, environmental safety, and art. Next to this, labor
productivity was also found to improve living standards within a country (Krugman, 1994).
This indicates the importance of labor productivity for a firm, individual, but also for a country
as a whole. The Fraunhofer Institute has defined labor productivity as, the added value per
employee (Kinkel, Rieder, Horvat, & Jéger, 2015). Kinkel et al. (2015) define added value as
the revenue of a company, minus the total purchasing divided by the number of employees.

The Centraal Bureau voor Statistiek (Central Bureau for Statistics) subdivided labor
productivity in their report about the Dutch productivity between 2002 and 2014 into three
factors (CBS, 2015). Each part can be a reason for an increase in labor productivity. The first
factor is capital deepening. The second factor is the composition effect. The third and final

factor is multifactor productivity.



According to CBS (2015), capital deepening is when an organization needs less labor
to reach the same production levels. This can for example be achieved by replacing labor with
machines. They describe capital as being investment goods, such as buildings, machines, or
software (CBS, 2015). Here, investing in for example ICT, can improve capital deepening and
therefore improve labor productivity.

The second reason for increased labor productivity is an increase in the quality of labor,
for example, more skilled and experienced workers. After all, a more skilled and experienced
worker will be more productive than a worker with less skill and less experience. This is known
as the composition effect (CBS, 2015). This effect quantifies the yearly change of age and skill
of all the workers and corrects the worked hours for differences in quality and other background
characteristics. Jablonski, Rosenblum, and Kunze (1988) add to the definition by the CBS that
they indicate that labor composition comprises of work experience, education, and sex. Where
CBS used age, Jablonski et al. (1988) state that experience is more suitable because it is better
tied to on-the-job training and job skills. Here it is shown that the composition of labor can
influence the productivity of an organization.

The last part of labor productivity that isn’t accounted for by the first two reasons is
multifactor productivity. Brill, Chansky, and Kim (2018) state that multifactor productivity is
the change in an industry’s real output to changes in the combined inputs used in producing that
output. Where the output increases and the input remains constant, the multifactor productivity
will increase. CBS (2015) adds here that multifactor productivity can increase through
technological progress, scale advantages, increasing utilization rates and non-economic factors,
for example, good weather has a positive influence on agriculture. Increasing multifactor
productivity makes the economy work more efficiently as it is a measure of efficiency of a
production process. Where it does not look at the quality of work or capital investments, it takes
other factors into account, that together influence labor productivity.

This research looks at the relationship between ICT investments on labor productivity.
The definition of labor productivity by Kinkel et al. (2015) is used, as this gives a good
overview of labor productivity in a company. They define labor productivity as the added value

per employee.
2.2 — ICT Investments

ICT investments will be the independent variable for this research. ICT investments are a huge

driver for reducing costs, enhancing productivity, and improving living standards and it is a key
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driver for economic growth (Hajli et al., 2015), indicating its importance not only on a personal
level but also nationwide.

The OECD has defined ICT investments as the acquisition of equipment and computer
software that is used in production for more than one year. Here, they distinguish between three
different components of ICT, information technology equipment (computers and related
hardware), communications equipment, and software. Software includes the acquisition of pre-
packaged software, customized software, and software developed in-house (OECD, 2021). As
can be seen in Figure 1, the percentage of ICT investments increased from 1985 till around
2000. Then it had a short drop and the last years it has been increasing again. This is in line
with the earlier mentioned rise of ICT investment from the 1970s (Hajli et al., 2015).
Furthermore, it is important to make a distinction between ICT and digital production
techniques. Where ICT is a very broad and inclusive term, it encompasses everything from
hardware to software. Digital production techniques are a form of ICT. Digital production
techniques are electronic tools, systems, devices, and resources that generate, store, or process
data of the production process (Government, 2019). Therefore, all digital production techniques
are ICT, but not all ICT is a digital production technique. Moreover, those digital production
techniques that require information technology equipment, communications equipment, and/or
software are also ICT’s, those techniques that do not need any of these forms are only digital
production techniques.

Besides this overall definition of ICT investments, investing in ICT can serve different
functions within the production process. First, there is vertical integration through the usage of
advanced ICT systems. The goal of vertical integration is to integrate all hierarchical levels of
the company, from the shop floor to higher-level management. By vertically integrating, it will
help decision-making actions be less dependent on human intervention (Frank, Dalenogare, &
Ayala, 2019). When all systems are properly integrated, the information of production orders
flows not only upstream, but also downstream. This allows the enterprise resources to be
deployed into manufacturing orders. Therefore, vertical integration provides more transparency
and control of the production process and helps to improve shop floor decision-making process
(Frank et al., 2019).

Second, there is horizontal integration, which serves to integrate the factory with
external suppliers to improve raw materials and final product delivery. This will furthermore
impact operational costs and delivery time. Horizontal integration involves exchanging real-
time information about production orders with suppliers and distribution centers. Where for

vertical integration intra-logistics process technologies for internal traceability are used, other
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technologies are necessary to connect the factory with external processes. A technology that
meets this requirement is digital platforms, as it provides easy on-demand access to information
displayed in a cloud, integrating suppliers and manufacturers. With digital platforms tracking
of goods can be remotely monitored and warehousing maintained at optimized levels due to
real-time communication with suppliers. In addition, it can avoid delivery delays when digital
platforms with analytical capabilities are connected to meteorological systems. Furthermore,
digital platforms can reach customers by tracking product delivery and attending to specific
customer demands. Moreover, digital platforms can integrate different factories of the company

by sharing real-time information of the operations activities among them (Frank et al., 2019).

1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

Figure 1: ICT investments from the G7 countries, during 1985-2010 (Retrieved from htips://data.oecd.org/ict/ict-

investment.htm#tindicator-chart on 5 March 2021)

2.3 — Relationship between ICT investments and Labor Productivity

As stated in the introduction of this paper, there is no consensus within the existing scientific
literature to what extent ICT investments influence labor productivity. On the one hand,
researchers state that ICT investments have a positive influence on labor productivity. On the
other hand, there are researchers that state that the impact of investing in ICT on labor
productivity has slowed down or even that ICT investments have no influence on labor
productivity. Both opposing views will be discussed and considered in this paragraph.
Afterwards, based on the prior research one of the views will be chosen and will form the first

hypothesis of this paper.
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In the late 1980s, Solow made the following statement “You can see the computer age
everywhere but in the productivity statistic” (Solow, 1987), which is now known as the Solow
paradox. Solow (1987) came to this conclusion when he found that rapid growth in computing
was accompanied by declining labor productivity (Brown, 2015). Solow (1987) looked at the
US manufacturing industry during the 1980s. In the years after Solow’s statement, several
researchers agreed with him. However, numerous researchers found results that suggested
otherwise, namely that ICT investments do increase labor productivity.

Two researchers who disagree with Solow are Jorgenson and Stiroh (2000). They found
that since the mid-1990s, the US economy has undergone a big transformation in terms of
growth in output, labor productivity, and TFP. Jorgenson and Stiroh (2000) attribute this
increased growth to the development of IT, especially the rapid commercialization of the
Internet. By using Jorgenson’s Production Possibility Frontier (Jorgenson & Griliches, 1967),
Jorgenson and Stiroh (2000) explain this productivity growth in the US after 1995. What they
found was that computer hardware played an increasing role as a source of economic growth
and that average labor productivity grew much faster between 1995-99 due to capital deepening
as a direct consequence of the fall in ICT prices and the increase in TFP (Spiezia, 2012).

Similar results were found by Oliner and Sichel (2000, 2002). In an earlier study, Oliner
and Sichel did not find a link between ICT investments and growth (Oliner & Sichel, 1994).
Many observers were wondering why productivity growth had failed to increase despite billions
of dollars being invested into IT over the preceding decade. Oliner and Sichel (1994) found that
this was because of unrealistic expectations. Using a growth accounting framework, they
showed that IT should not have been expected to contribute to much growth in the early 1990s,
because its contribution was still modest and represented a small fraction of the total capital
stock. Oliner and Sichel (2000, 2002) revisited their earlier research and came to a very different
conclusion. By using the same growth accounting framework as before, they found that IT was
now receiving high attention. They found that the acceleration in labor productivity after 1995
was driven largely by the greater use of IT capital goods and by efficiency gains in the
production of IT goods.

Extending on the research done by Jorgenson and Stiroh (2000) and Oliner and Sichel
(2000, 2002), Colecchia and Schreyer (2002) included nine OECD countries up to the year
2000 into their research. By analyzing a database consisting of investment in ICT equipment
and software based on the System of National Accounts, they found that over the past two

decades, ICT contributed between 0.2 and 0.5 percentage points per year to economic growth.
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Furthermore, during the second half of the 1990s, this contribution rose to 0.3 to 0.9 percentage
points per year.

More recently a new trend has surfaced on the influence of ICT investments on labor
productivity. This trend was already discussed by Drucker (1991), who argues that new
technology has become more complex and has a bigger variety. This new trend indicates that
new ICT has become increasingly complicated and requires more knowledge than before to
effectively make use of it. One researcher who discovered this is Cowen (2011), who is an
Economics professor at the University of George Mason. He shows in his pamphlet that in the
US growth has been sluggish since the 1970s. His explanation for this sluggish growth is that
over the last three centuries, economic growth in the US was driven by exploiting the so-called
“low hanging fruit”. Among this fruit is ICT innovation to increase labor productivity for
example. Americans expected this “fruit” to be in abundance, however, in the last 40 years, this
“fruit” has started to disappear. As Cowen (2011) said, they are facing ‘a Great Stagnation’,
because they have failed to recognize that America is at a technological plateau. Where ICT
has become more complex, more expensive, and the use of it more complicated. The positive
influence it had on labor productivity, has now disappeared.

Where Cowen (2011) provides a more general overview, one researcher who goes more
in-depth into the new trend is Jones (2009). He investigated every utility patent issued by the
U.S. Patent and Trademark Office between 1963 and 1999. Jones (2009) builds on what he calls
the “burden of knowledge” mechanism, which he describes as the lengthening of education and
narrowing expertise which comes at the cost of reducing innovational capacities. This in turn
will have negative implications for growth. Here, he finds that knowledge is becoming more
dispersed among workers in an organization. Each person has knowledge on a certain aspect,
which leads to an increase in specialization of employees. Because innovation within the field
of ICT has increased, more knowledge on this ICT is required. In turn, this will lead to more
employees with each their own specialization on the product/process, needed to complete the
process. Nowadays, labor has become increasingly knowledge-intensive, and this knowledge
is increasingly present in a fragmented way across multiple people. Therefore, producing a
product has become more dependent on the knowledge of your employees, and the knowledge
needed is scattered across a greater number of employees than before. This makes it more
difficult to increase labor productivity according to Jones (2009). By investing in different and
new ICTs, there are new employees needed that possess, to a greater extent integral or

overarching, the knowledge to work with the investment to be productive.
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Concluding, both sides of the scientific debate have been discussed above. Where one
stream says ICT investments increase labor productivity, others disagree. Where in the early
2000 and the years prior researchers found a positive relationship, in the years around 2010
research did not find that positive relation anymore. Because the more recent literature does not
suggest a positive relation between ICT investments and labor productivity, this paper will
follow this reasoning. Where ICT leads to more knowledge needed, and more knowledge is
spread out over more people it does not increase the productivity of labor. This leads to the

following hypothesis:

HI: In the present study it is not expected ICT investments to be significantly positively related

to labor productivity.

2.4 — HRM practices

Gupta and Shukla (2019) define HRM as the process of proper and maximum utilization of
available limited skilled workforce. The core purpose of HRM is to make efficient use of
existing human resource in the organization. To make efficient use of the human resources in
an organization certain practices can be applied, for examples training or organizational
systems. HRM practices can be used to serve multiple goals within an organization.

For example, to reduce employee turnover intention, Gadi and Kee (2021) described
several HRM practices that can influence an employee’s turnover intention. The HRM practices
that they identify are reward recognition, training and development, career recognition,
recruitment and selection, and performance appraisal. These practices were based on earlier
research done by Langford (2009). He established and justified these practices after conducting
a large survey consisting of 13,739 employees across 1,000 organizations in Australia. He
further elaborated and said that reward recognition explains the degree to which the
organization has fared and attracted reward practices, career recognition depicts the degree that
the organization provides avenues for workers to develop their careers in the current
organization and training and development describes the degree that the organization provides
opportunities for workers to develop their career within the establishment and prospects for the
employees to remain engaged not only in work-related activities as well as nonwork.

Furthermore, HRM practices were found to be positively linked to employee
engagement (Johanim, Zurina, Tan Fee, Khulida, & Site Nora, 2013). When employees are
disengaged, it can bring undesirable organizational outcomes, such as customer dissatisfaction,

low productivity, and unprofitability. If employees are disengaged, they will not be committed
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to their job and this will also limit their contribution to the organization, which in turn affects
organizational performance (Johanim et al., 2013). This research was conducted in the
manufacturing industry of Malaysia, where they conducted a survey among operational-level
employees. They distinguished several HRM practices in their research (training and
development, financial and non-financial recognition, fringe benefits, and supervisor-
subordinate relationship) and researched whether this is linked to employee engagement.

Another use of HRM practices in organizations is focused on keeping the knowledge of
your employees up to standards and up to date. The most used practice to accomplish this is
training and development. Training and development are referred to as a tool to improve current
skills or to acquire new skills. Training and development also focus on changing or improving
the knowledge, attitude, and behavior of individuals (Werner & DeSimone, 2011). Mondy
(2011) describes that training puts emphasis on the learning of skills, knowledge, and attitudes
required to initially perform a job or task or to improve upon the performance of a current job
or task, while development activities concentrate on broadening the employee’s horizons, and
offering limitless career advancement opportunities. In other words, training prepares
employees for a new job while development is essential for future assignments. A more
elaborate definition of development is given by Werner and DeSimone (2011), who state
development as an act or process of developing the individual in terms of ability, understanding
and, awareness in the long run. Furthermore, training will help in achieving overall
organizational objectives by enhancing the satisfaction and productivity level among
employees. Given the increasing complexity of ICT, in this research, the focus lays on HRM-
competence management, including training, development, learning, and the application of
other knowledge gathering practices.

As can be seen above, HRM practices can be used by an organization to achieve multiple
organizational goals. These can be reducing employee turnover, increasing employee
engagement, and keeping the knowledge and skills of employees up to standards and probably
many more. Where this will not only benefit the organization in terms of performance and

productivity, but it will also benefit the employees affected by the practices.

2.5 — Moderating relation of HRM practices

HRM practices is the moderation variable for this paper. What the influence is of HRM practice
on the relationship between ICT investments and labor productivity will be examined. Some
researchers have found positive links which show that HRM practices influence the relation

between ICT investments and labor productivity. As discussed in paragraph 2.4, HRM practices
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can serve a variety of organizational goals and can be beneficial for both the organization as
the individual. In this paragraph, some research will be discussed that has investigated the
moderating relation of HRM practices on the link between ICT investments and labor
productivity.

In the early 2000s, a survey was conducted based on information of HRM professionals,
interviews with HRM practitioners and consultants. Added to this, background information was
composed based on scientific journals, publications, and discussions with public vendors
(Combs, 2002). The focus of Comb’s (2002) survey was to ascertain how automated tools are
used in hiring processes and it aimed to identify those organizations that lead the way. Examples
of the tools included are interactive voice response systems, resume scanning and analyzing
software, internet-based response systems, and kiosks located in public areas. The tools are
used to summarize, rate and rank provided data, and record, store and retrieve responses to
online questions. This survey concluded that by using automated tools, productivity will
increase. However, implementing planning and training were keys to success (Combs, 2002).
The same was found by Bloom and Van Reenen (2007) who state investing in technological
capabilities is one of the possible means to enhance productivity, HRM systems are also of
central importance. Bloom and Van Reenen (2007) identified 18 practices, which they grouped
into four areas. First, there is operations, which consist of the practices: modern manufacturing
introduction, rationale, and process documentation. Second, there is monitoring, which consists
out of performance tracking, performance review, performance dialogue, consequence
management, and performance clarity and comparability. Third, there is targets, which include
target breadth, target interconnection, target time horizon, targets are stretching and managing
human capital. Last, there is incentives, which conclude with rewarding high performance,
removing poor performance, promoting high performers, attracting human capital, and
retaining human capital. Furthermore, Boenzi, Mossa, Mummolo, and Romano (2015) found
that over the years the influence of human behavior on productivity has been underestimated
and a lot of unrealistic assumptions have been used to simplify the human component. This
conclusion was reached after an intensive literature study, based on prior scientific findings.
This indicates that while technology has changed the nature of work, the human part remains
an important part of the process.

Concluding, while ICT has altered the work as we know it today and has increased
productivity, it cannot be sperated from the influence of humans and HRM practices. Based on
the above theory, it seems that the biggest struggle organizations face is regarded with ICT

becoming increasingly complicated. Therefore, for this research HRM practices will be those
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practices that will help employees deal with and understand ICT investments better. As
mentioned in paragraph 2.4, the most used practice to achieve this is training and development.
Therefore, for the remainder of this research, the variable HRM practices will be called training
and development practices, which will also alter the main research question of this research

(paragraph 2.6). This leads to the second and following hypothesis of this paper:

H2: The more training and development practices used in an organization the greater the

productivity benefits because of ICT investments.

2.6 — Conceptual Model

The conceptual model for this paper is based on the literature which is discussed above. The
model is constructed by using the hypotheses of this research and it should guide in checking
whether the hypothesis hold based on the found results. Ultimately this will lead to an answer
to the main question of this paper, which is “To what extent does investing in ICT influence
labor productivity in Dutch manufacturing firms, and how is this relationship influenced by
training and development practices?”

H1 of this research has the assumption that ICT investments are not significantly related
to labor productivity. This is derived from prior research by Solow (1987) and Drucker (1991),
but also more recent research done by Cowen (2011) and Jones (2009). They state that new ICT
leads to more knowledge needed and more knowledge will be spread over more people.
Therefore, this will not increase labor productivity. In line with the hypothesis, this can be found
in the conceptual model below.

H2 of this research states that there is a moderating effect of training and development
practices on the relation between ICT investments and labor productivity. Prior research has
found that the impact of human action and human resources is an important factor (Boenzi et
al., 2015; Bourke & Crowley, 2015; Combs, 2002; Drucker, 1991). Therefore, it is
hypothesized that training and development practices will moderate the relation between ICT

investments and labor productivity. This is illustrated in the conceptual model below.
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Chapter 3 — Methodology

In this chapter the methodology that is used for this research will be discussed. As mentioned
in the introduction this paper will follow quantitative approach. This will be introduced in the
first paragraph of this paper. In the second paragraph the quantitative side of the research will
be elaborated. The quantitative operationalization of the key variables will be given in
paragraph 3.2.1. The third paragraph will be used to discuss the validity and reliability of this

paper. Last, this chapter will end with research ethics.

3.1 — Research Design

For the quantitative analysis of this paper, the data collected by the EMS (2018) is used.
Commissioned by OOST NL, this survey was conducted to see how and to what extent different
variables were related to each other. Therefore, the quantitative analysis will be used to check
whether the three variables used (ICT investments, labor productivity and training and
development practices) are related to each other and to what extent. To summarize, the
quantitative analysis will be conducted to test whether and to what extent ICT investments is
related to labor productivity and if this relation is influenced by training and development
practices.

The data gathered for the quantitative analysis was commissioned by OOST NL and
was carried out between 2015-2018 by Dr. Peter Vaessen and Dr. Paul Ligthart, who conducted
the survey for the Dutch manufacturing industry. Their research was focused on digitalization
profiles within the production process in the Netherlands and the German border regions. For
this research they made use of the EMS (2018). The EMS (2018) consists of multiple countries

within Europe, for this research only the data of the Netherlands is used.

3.2 — Quantitative approach

As mentioned before, the quantitative data for this research was conducted based on the
European Manufacturing Survey (2018). This survey was coordinated by the Fraunhofer
Institute for Systems and Innovation Research, where the Dutch data has been made available
by the Radboud University. Since 2000 the EMS conducts a research that spans over a three-
year period, where it looks at specific innovation activities in manufacturing companies. In the
latest research conducted in 2018, mostly digitalization activities in manufacturing companies

were researched. For this research only the Dutch data was used, which was collected by Peter
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Vaessen and Paul Ligthart, who work for the Radboud University. They contacted all Dutch
manufacturing factories in the Netherlands with more than 10 employees, which formed the
research unit of the survey. The observation unit of the survey were, general managers,
production managers and R&D managers.

Because the data used for the quantitative data was collected by another institute and
not gathered through own means, it can be described as secondary data. This has multiple
advantages for this research. First, it saves a lot of time, because there is no need to collect data
since it is already available. Second, it enables the use of bigger and better databases, since one
researcher alone is not able to collect this big of an amount of data (Cowton, 1998). Despite the
advantages of using secondary data, there is also a big disadvantage associated with secondary
data. This can be attributed to the primary data being collected with another purpose than the
research for which the secondary data is used (Cowton, 1998). Where the primary data was
collected to look at digitalization activities in manufacturing companies, this research uses this
data to look at the influence of ICT investments on labor productivity. While digitalization is a
form of ICT investment, it still differs and therefore it should be treated with caution.

For the main effect in this research, that of ICT investments on labor productivity a
linear regression analysis will be used. Linear regression is one of the ways to conduct a
regression analysis and it test the relationship between an independent and a dependent variable
(Hair, 2009). This is in line with this research as this research looks at the relation between ICT
investments (independent) and labor productivity (dependent). Furthermore, this research
assumes a moderation effect exist, which is training and development practices. Field (2013)
describes a moderating variable as one that effects the relationship between two other variables.
To test whether the moderator effects the relationship of two other variables, the interaction
effect between the moderator and the independent variable on the dependent variable must be

significant (Field, 2013). To test this, the statistical program SPSS will be used.

3.2.1 — Operationalization

To be able to conduct the quantitative analysis, the key variables need to be operationalized.
This has been done by linking the theory given in chapter 2 with the questions from the EMS
(2018). Items out of the EMS are linked to the dependent, independent, moderating and control
variables. In appendix 2, a complete overview of the operationalization is presented. Next, each

variable will be elaborated on how it is constructed.
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3.2.1.1 — Labor productivity

The dependent variable for this research is labor productivity. It will be examined whether ICT
investments are related to labor productivity. For this research the definition of labor
productivity is given as the value added per employee. Therefore, labor productivity can be
calculated as follows: (Annual turnover (174) — Total purchases (17D)) / Number of employees
(17B). In table 1 it is shown which questions from the EMS (2018) are used for the variable

labor productivity.
Question number | Indicator
17A Annual turnover
17B Number of employees
17D Inputs (purchased parts, material, raw materials, operating supplies, services)

Table 1: Labor Productivity

3.2.1.2 - ICT investments

ICT investments will be the independent variable for this research. As mentioned in chapter 2
of this research, ICT investments is defined as the acquisition of equipment and computer
software that is used in production for more than one year. Therefore, in table 2 below it is
shown which questions from the EMS (2018) belong to the variable ICT investments. Out of
these questions several belong to the vertical integration as described in paragraph 2.2. These
are questions 9.1B, 9.1E, 9.1H, 10.1-A, 10.1-C and 10.1-D as these all refer to providing more
transparency, control of the production process and help improving shop floor decision-making,
which is the goal of vertical integration. Furthermore, the questions 9.1A, 9.1D, 10.1-B refer to
horizontal integration, because each question refers to integrating the factory with external
suppliers and customers and providing real-time information about the production process, as
this is the goal of horizontal integration. Furthermore, items 9.1D, 9.1E, 10.1-A and 10.1-B are
all digital production techniques as these all refer to ways to generate store or process data of
the production process, which is the purpose of these techniques. From these items 9.1D and

9.1E are also ICT’s next to being a digital production technique.
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Question number | Indicator

9.1 Systems for machine2machine communication

9.1A Mobile/wireless devices for programming and controlling facilities and
machinery (e.g., tablets)

9.1B Digital solutions to provide drawings, work schedules or work instructions
directly on the shop floor

9.1D Digital Exchange of product/process data with suppliers / customers
(Electronic Data Interchange EDI)

9.1E Near real-time production control system (e.g., Systems of centralized
operating and machine data acquisition, MES)

9.1H Virtual Reality or simulation for product design or product development (e.g.,
FEM, Digital Prototyping, computer models)

10.1-A Optimizing production processes

10.1-B Planning resource utilization and application

10.1-C Planning maintenance and repairs

10.1-D Preparing productivity or key performance indicators

10.1-E Other use

Table 2: ICT investments

3.2.1.3 — Training and development practices

For this research training and development practices will be the moderating variable. Based on

the theory discussed in chapter 2, training and development practices are those practices that

will help employees deal with and understand ICT investments better. Below in table 3 it is

noted which questions out of the EMS (2018) correspond with the variable. As can be seen in

the table, one question (7L) is directed to employee engagement and development of

employees. The other six questions are directed towards training and development of

employees. Here, questions 7M and 7.1-B are specifically aimed at training and questions 7.1-

A and 7.1-C are specifically for development of employees. Questions 7.3 and 7.4 tackle both

training and development of employees. Therefore, all seven items correspond with training

and development practices as it is presented in this research.
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Question Number

Indicator

7L

Instruments to promote staff loyalty (e.g., attractively designed

responsibilities, offering learning opportunities, flexible working hours,

childcare)

™ Training on the job (e.g., job rotation, organized exchange

of experiences with colleagues, TWI)

7.1-A Existing competences of production employees are systematically recorded
7.1-B Job descriptions are developed for specific function areas in production
7.1-C Specific competency programs are available

7.3 Policy for competence development and training for production personnel
7.4 Set number of days per year designated for qualification, training and

development of the production personnel

Table 3: Training and development practices

3.2.1.4 — Control variables

Control variables are used to make it easier to reproduce the research and they check whether
the relationships found are not influenced by these control variables. The control variables will
be held constant in order for them to not influence the results of the research (Helmenstine,
2021). For this research, the following control variables will be used: firm size, industry and
level of education. As mentioned by Drucker (1991) ICT has become increasingly complex,
which makes it harder for each employee to understand and work with new ICT. Therefore,
level of education of the employees will be controlled for. Furthermore, each researcher
mentioned in chapter 2, did their research within a different industry. Therefore, the industry
the firm is in will also be controlled for. Moreover, other technologies that are not ICT are
controlled for. This research looks at the effect of ICT investments, while this effect may not
be the case for non-ICT technologies. Lastly, firm size will be used as a control variable to
check whether there is a difference between big and small organizations. The control variables

with their corresponding questions out of the EMS (2018), are shown in the table below.
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Control Variable

Question number

Indicator

Other technologies | 9.1 (I-J-K-L-M-N) | Non-ICT technologies

Firm size 17B Number of employees (excl. temporary agency
workers)

Industry 2.1 Industry the organization is operating in

Level of Education | 8.1 Level of education of employees (Students, LBO, HBO,

WO)

Table 4: Control variables

3.3 — Validity and Reliability

For each research it is important that the validity and reliability can be guaranteed. Validity can
be divided into internal and external validity. Internal validity is where you actually measure
what you want to measure (Bleijenbergh, 2015). External validity means that your results can
be generalized to the overall population (Bleijenbergh, 2015). For the quantitative data
collected by the EMS (2018), the internal validity is guaranteed due to detailed questioning,
sample surveys, international meetings with representatives from 15 countries where they
discussed the formulation of the questions and the set-up of the questionnaire. Furthermore, the
external validity is guaranteed by offering a free benchmark report (companies could compare
themselves with others on several indicators) and two reminders were sent to each participant.
For the reliability which indicates that the measurements deliver consistent results
(Bleijenbergh, 2015), it was guaranteed by inquiring on practices and not opinions. This means
the questions asked were on objective data such as practices, facts, investments, or performance
figures. Reliability can also be checked in SPSS by looking at the Cronbach’s alpha. The value
of the Cronbach’s alpha needs to be higher than 0.7 in order for the measurement to be reliable

(Hair, 2009).

3.4 — Ethics

During the research some steps were taken to guarantee that the research would not violate any
ethical values. For instance, the participation in the survey conducted by the EMS was
voluntarily. If at any point in time before, during or after the research, someone would feel
uncomfortable or not supportive of the research and its goal, they had the opportunity to say
something, and their results would be terminated. Furthermore, the answers and everyone’s

identity were anonymized for privacy reasons.
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Also as shown in chapter 1 and 2, when productivity increases this has multiple benefits.
For example, reduce poverty rates and gives a country the ability to finance its education
system, health care, environmental safety, and art. Next to this, labor productivity was also
found to improve living standards within a country (Blinder & Baumol, 1993; Krugman, 1994).
The same benefits are attributed to ICT investments (Hajli et al., 2015). This indicates major
benefits of ICT investments and productivity for not only individuals or companies, but for an
entire country. Therefore, the findings of this research could be used by countries or companies
when they are facing problems that could be solved by increasing productivity or by investing
in ICT. Next to that, it is investigated what the role of training and development practices is on
the relation between ICT investments and labor productivity, which indicates the possible role
of training and development practices together with ICT investments on overcoming problems

faced by a country or increasing productivity in this country.
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Chapter 4 — Quantitative analysis and results

This chapter shows the quantitative analysis and its findings. First the data sample used out of
the EMS (2018) will be depicted. After that, in the second paragraph, the construction of each
variable will be given. Next, in the third paragraph, the univariate analysis for each variable is
shown. In the fourth paragraph, the bivariate analysis will be given. Here, while using Pearson’s
correlation matrix we can examine if there is multicollinearity between the variables. After the
bivariate analysis, in the fifth paragraph, the multivariate analysis will be conducted. Here the
assumptions will be checked, and the hypotheses will be tested. Concluding a summary of the

findings will be given.

4.1 — Data sample

The data for this analysis was gathered by the EMS (2018). Were multiple European countries
participated, only the data from the Netherlands is used for this research. The data set contained
203 Dutch manufacturing companies (N = 203). For this research, only those companies that
have more than 10 employees are included. As can be seen in table 5 all the 203 respondents
have at least 10 employees and are therefore all included in the analysis. As mentioned in
paragraph 3.2.1, for this research, not the complete dataset will be used, but a sample of
questions that refer to each variable. Therefore, in this paragraph, this data sample will be
described.

Furthermore, a second criterion was that the companies needed to be active in the
manufacturing industry. Therefore, it was checked in which industry each of the 203 companies
was active in. As can be seen in table 6 each company was active in the manufacturing industry
and because of this, no company was excluded based on this criterion (N = 203).

To get a better overview of the data sample some descriptive statistics were carried out.
First, it was looked at how the number of employees is distributed among the data set. The
number of employees was divided into five categories to give an easier overview. Here, the
biggest company had 4500 employees and the smallest had 10 employees. Most of the
companies had between 25 and 48 employees (36,0 %) and the least had over 200 employees

(4,4 %). Table 6 gives the complete overview of all five categories.
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Number of Employees | Frequency Percent Cumulative percent
Less than 25 49 24,1 24,1
25-48 73 36,0 60,1
50-92 49 24,1 84,2
100 — 200 23 11,4 95,6
More than 200 9 4.4 100
Total 203 100 100

Table 5: Distribution of firm size based on Number of Employees

Next to the number of employees, the industry the companies were in was considered. Within

the EMS (2018) the manufacturing industry was divided into seven sectors. These are 1. Metal,

2. Food, 3. Textile, 4. Construction, 5. Chemical, 6. Machinery and 7. Electronic. As can be

seen in table 6, most companies are active in the Electronic (23,2 %) and Metal sector (19,7 %)

and the least are active in the Construction sector (2,5 %).

Industry Frequency Percent Cumulative percent
Metal 40 19,7 19,7
Food 17 8,4 28,1
Textile 29 14,3 42,4
Construction 5 2,5 449
Chemical 26 12,8 57,7
Machinery 39 19,2 76,9
Electronic 47 23,2 100
Total 203 100 100

Table 6: Distribution of industry sectors within the data sample

4.2 — Variable construction

In this paragraph, it is presented how each variable is constructed. This is necessary because

ICT investments for example consist out of multiple items in the questionnaire, and therefore

in this paragraph, it is shown how these items are constructed into one variable. This

construction of the variables is based on the quantitative operationalization in paragraph 3.2.1

and the questions out of the EMS (2018), which was used for the operationalization. In appendix

2 an overview of the constructed variables is given.
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4.2.1 — Construction of Labor Productivity

Labor productivity is the dependent variable in this research. As mentioned in paragraph
3.2.1.1 labor productivity is constructed based on a calculation consisting out of three
questions. The total purchases a company made per year (Appendix 1, question 17D) was
subtracted from its yearly turnover (Appendix 1, question 17A), and this was divided by its
number of employees (Appendix 1, question 17B): (Annual turnover (174) — Total purchases
(17D)) / Number of employees (17B).

4.2.2 — Construction of ICT investments

For this research, ICT investments is the independent variable. In the EMS (2018) there were
several questions about investing in ICT. As mentioned in paragraph 3.2.1.2 ICT investments
was constructed based on five items from both question 9.1 and 10.1. For the items on questions
9.1, the respondents could indicate whether certain ICT was in use, or there was planned to
invest in these ICTs. Regarding the items of questions 10.1 the respondent could answer
whether they used ICT’s to automatically store data, and as a follow up what this data was used
for. This makes the theoretical range of the variable min = 0 when no item out of the survey
was invested in and max = 10 when every item out of the survey was invested in by the
organization. Because ICT investments is a formative latent variable it is not expected that the
indicators are highly correlated. Therefore, a reliability analysis will not yield any useful data.
To construct the variable ICT investments, each separate item was added into one variable by

using the compute function.

4.2.3 — Construction of training and development practices

The moderating variable in this research is training and development practices. From the EMS
(2018) questionnaire, the following items responded with training and development practices:
two items from questions 7, three from questions 7.1, question 7.3, and question 7.4. For the
items responding with question 7, the respondents could indicate which training and
development practice they had in use or were planning on using. At questions 7.1 the
respondents could indicate whether certain activities were performed by production personnel.
With question 7.3 it was asked whether there was a certain policy for competence development
and training of production personnel. Question 7.4 was used to ask whether there is a certain
number of days reserved each year for qualification, training and development of production

personnel. Therefore, the theoretical range is min = 0 when no training and development
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practice was present in the organization, and max = 7 when all the practices were present in the
organization. As discussed in chapter 2, the items correspond to different goals of using training
and development practices. For example, increasing customer engagement and helping
employees deal with and understand ICT investments better. This will lead to higher
performance, customer and employee satisfaction, higher productivity, and profitability. To
construct the moderating variable the compute function was used, where each item was added
into one inclusive variable. After conducting a reliability analysis on these items, it resulted in
a value of 0.531. This doesn’t meet the threshold of > 0.7 (Field, 2013). However, the value

could not be increased by deleting one of the items, therefore all the items will be used.

4.2.4 — Construction of the control variables
As mentioned in chapter 3 the quantitative analysis will have four control variables. These
control variables are other technologies, firm size, industry, and level of education. For each of

these variables is discussed below how they are constructed.

4.2.4.1 — Other technologies

Question 9.1 out of the questionnaire was about technologies used, where six items were about
non-ICT technologies. Therefore, these six items are used to construct the control variable other
technologies. These items will be combined and constructed in the same way as the independent
variable ICT investments was constructed. Also, the variable other technologies is a formative
latent variable, and therefore, it is not expected that the indicators are highly correlated. For this

reason, a reliability analysis will not yield any useful data.

4.2.4.2 — Firm size
Firm size is measured by looking at the number of employees the firm has, which correlates
with question 17B. Because the number of employees varies a lot among the respondents, the

data must be transformed. This data will be transformed based on a log transformation.

4.2.4.3 — Industry

In the EMS (2018) question 2.1 was an open question on which industry the company operates
in. As mentioned earlier in paragraph 1, seven different sectors were identified. These sectors
are 1. Metal, 2. Food, 3. Textile, 4. Construction, 5. Chemical, 6. Machinery and 7. Electronic.

As these seven sectors will be used separately in the regression analysis, no construction of a
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new variable is needed. For the industry sectors, dummy variables were created, with Electronic

being the reference category as this was the biggest category.

4.2.4.4 — Level of Education

The level of education is also being controlled for in this research. Question 8.1 in the
questionnaire asked about the educational level of the employees as a percentage of the total
employees. Here for each educational level, the item was first log-transformed because of the
high variation between the levels of education within and between each company. Then these

items were constructed into one variable based on the compute function.

4.3 — Univariate analysis

After each variable has been constructed properly a univariate analysis will be conducted. For
each variable, the descriptive statistics will be given and shown to observe and find patterns
within the data. First, the dependent variable labor productivity will be described. As shown in
table 7, labor productivity could have a minus value of -1 and a maximum value of 0.96,
meaning that the range of labor productivity is between — 1 million to 960 thousand euros. A
negative value on the variable labor productivity indicates that the added value per employee
will be below 0. This means that the cost per employee is higher than the turnover. With the
Mean being 0.1213, the average labor productivity per employee is 121,3 thousand euros.
Where the skewness meets the criteria for standard deviation, the kurtosis does not. Therefore,
the data needs to be transformed. However, before being able to transform the data, all negative
and zero values need to be increased. Therefore, all data was increased with 2 to be able to
transform the data. After transforming the data using the norm function, the data now is
normally distributed as can be seen in table 7.

Second, the independent variable ICT-investments will be elaborated. As can be seen in
table 7 the Mean for the variable ICT investments is 1.2589, indicating that on average each
company invested in one type of ICT. The range lay between 0 and 4, meaning that the most
investments a company made were 4 and the least investments is none. Moreover, the values
of the skewness and kurtosis pose no problems regarding the normal distribution of the data.
Lastly, the moderating variable training and development practices is discussed. With the mean
being 1.1493, on average each company made use of 1 training and development practice.
Furthermore, the value of the skewness and kurtosis fall within the acceptable range showing

that the data is normally distributed.
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Minimum | Maximum | Mean | Skewness | Kurtosis
Labor Productivity -1.00 96| .1213 -239| 21.654
Norm Labor Productivity -.019 1.20| .5043 .006 -.305
ICT investments 0.00 4.00] 1.259 744 =371
Training and
Development practices 0.00 2.00| 1.149 -282| -1.448

Table 7: Descriptive statistics

4.3.1 — Descriptive statistics of the control variables

Here the descriptive statistics for each of the control variables will be given. First, the control
variable Other technologies. As can be seen in table 9, the Mean has a value of 0.7347, which
states that on average each company implemented one possible other technology. The range
lays between 0 and 4, indicating that the least other technologies used by a company is 0 and
the most are 4. Furthermore, when looking at the skewness and kurtosis these values are
acceptable according to Field (2013), which means that the data is normally distributed.

Second, the control variable Firm size. As can be seen in table 9, the Mean is 5.438.
Furthermore, the skewness falls in the acceptable range, but the kurtosis is just above the
threshold of 3. The kurtosis just exceeds the threshold and will therefore not cause any
problems. Because this variable was log-transformed, we cannot interpret the minimum,
maximum and mean.

Third, is the control variable Industry. As each industry sector is a nominal variable, it
is meaningless to look at the descriptive statistics. The frequencies of each sector can however
be looked at, which is also shown in paragraph 4.1. Below this table will be shown again. What
can be noted is that the Construction sector is the least present with only 5 companies being in
the Construction sector. Where Electronic is the most present in the data with 47 companies

active in this sector.

Industry Frequency Percent | Cumulative percent
Metal 40 19,7 19,7
Food 17 8,4 28,1
Textile 29 14,3 42,4
Construction 5 2,5 44,9
Chemical 26 12,8 57,7
Machinery 39 19,2 76,9
Electronic 47 23,2 100

Table 8: Distribution of industry sectors within the data sample
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Last, is the control variable Level of Education. The level of education is measured based on
the percentage of higher educated employees within a company. When looking at the skewness
and kurtosis, they fall within the acceptable range. This means that the data is normally
distributed. Because each level of education item was log-transformed, before being computed

into one variable, it is impossible to interpret the minimum, maximum and mean.

Minimum | Maximum | Mean | Skewness | Kurtosis
Other technologies 0.00 4.00 7347 1.242 1.054
Ln_Firm_size 3.32 12.14 5.438 1.038 3.356
Level of education 4.62 15.07 | 11.452 -.691 .039

Table 9: Descriptive statistics control variables

4.4 — Bivariate analysis

A univariate analysis was conducted to describe each variable independently to see whether
there are any interesting or remarkable scores or observations. After the univariate analysis, the
next step is to perform a bivariate analysis. The goal of a bivariate analysis is to look for
correlations between the independent and the dependent variables. Here independent variables
should correlate as much as possible with the dependent variable and as little as possible with
each other. To check for correlations between the variables, Pearson’s correlation matrix (table
10) will be used. Before Pearson’s correlation matrix can be used, the data needs to be normally
distributed (Field, 2013). In paragraph 4.3 for every variable, the normal distribution was
checked and corrected if necessary. Here, labor productivity was having problems with its
normality. The problem was resolved by transforming the data using a norm transformation.
Furthermore, the kurtosis of the variable firm size just exceeded the threshold, however, due to
it being a slight exceedance, this will not result in any problems.

Because all the problems regarding the normal distribution of data are resolved a
Pearson’s correlation matrix will be used to check for multicollinearity in the data sample and
to look for correlations between the variables (Hair, 2009). When there are Pearson correlation
coefficients higher than R>0.85 within the correlation matrix it indicates multicollinearity
(Hair, 2009). Multicollinearity is a situation in which two or more variables are very closely
linearly related. In other words, it is the extent to which a variable can be explained by any
other variable (Field, 2013). For this research, there should be no multicollinearity between the

independent variables. As can be seen in table 10 we can state that there is no multicollinearity
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within the data sample. All values are below the threshold of R>0.85. The highest R-value is
0.314, which is between ICT investments and firm size.

Next to checking for multicollinearity within the data sample, the correlation matrix will
be used to look for correlations between the different variables. Several variables showed a
significant correlation. However, no significant correlation was found between the dependent
variable labor productivity and the independent variable ICT investments. That there is no
significant correlation between the dependent and independent variable is in line with
Hypothesis 1, which states that there is no relation between ICT investments and labor
productivity. Furthermore, a positive significant effect exists between labor productivity and
level of education (.289), indicating a medium effect. This means that higher educated
employees, will have a higher labor productivity in an organization.

When looking at the moderating variable training and development practices two
positively significant effects are found. This was between training and development practices
and the independent variable ICT investments (0.219) and with the variable level of education
(0.139). The correlation coefficients of 0.219 and 0.139 indicate a weak to medium effect
between the variables (Field, 2013). This indicates that investing in ICT will lead to the
company making more use of training and development practices. Important to note here is that
training and development practices, do not have a significant effect with other technologies.
This would indicate that training and development practices operate independent and are not
paired or supported by other technologies. Because the moderating variable only has a
significant effect with the independent variable, not with the dependent variable, we cannot say
whether this supports Hypothesis 2. Were we cannot say anything on it significantly affecting
labor productivity based on the correlation matrix, we can say that those companies that invest
in ICT make use of more training and development practices. To test whether this significantly
affects labor productivity a multivariate analysis is necessary.

Concluding, based on the bivariate analysis of the data sample, the conclusion can be
drawn that there is no significant correlation effect between the independent variable ICT
investments and the dependent variable labor productivity, which supports Hypothesis 1.
Moreover, a positive significant correlation effect was found between the moderating variable
training and development practices and the independent variable ICT investments, showing
partial support for Hypothesis 2. Furthermore, some of the control variables showed significant
correlation effects. For example, level of education showed a significant correlation with labor
productivity. Also, other technologies showed significant correlation effects with the industry

sector Textile and the independent variable ICT investments. Last, firm size was significantly
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correlated with the independent variable ICT investments, the chemical industry sector, and the

control variable level of education.

HEHEEEEE R R ERE P EEE
g a g5 ~ & = & g s | = S e.
S == | 8" 2 = 3 & F = °
@ 2 g_ Er g @
g 2

ICT- 1

investments

Norm Labor

productivity 074 !

Training and

development | .219** [-.069 |1

practices

Metal -.044 |[-.051 |.031 1

Food -049 [-.134 |.076 -150% (1

Textile -054 |[-.136 |.081 -202%%(-123 |1

Construction | -.008 |-.113 |.128 -079 [-.048 [-.065 |1

Chemical .054 [.145 ].002 -190%*[-116 [-.156* |-.061]1

Machinery |.088 [-.116 |-.136 - 242%% [ [147* [-.199%* | -.077 | -.187** [ 1

Electronic -004 |.165 [-.069 -272%% [ -166* [ -.224%* | -.087 | -.210%* [ -.268** | 1

Level — off oo [28o%|.130x  |.120 |-080 [.023 [.052 |.o15 |01 |-111]1

education

Other . 168* [.154  |.126 .094 -.048 |-.185**[.114 |.030 .096 -.061 [.053 1

technologies

Ln Firm size | .314**|.097 |.120 -0.65 [.094 [-.074 ].030 |-.103 [.159* [-.018].301**[.136 |1

*_ Correlation is significant at the 0.05 level (2-tailed).

**_Correlation is significant at the 0.01 level (2-tailed).

Table 10: Pearson’s correlation matrix

4.5 — Multivariate analysis

After the bivariate analysis was conducted where correlations between each variable were

discussed, multivariate analysis will be conducted. The multivariate analysis will be conducted

through linear regression. This analysis will be performed to discover the relationship between

the dependent variable, labor productivity, and the independent variable ICT-investments.

Before the regression analysis can be conducted, first some model assumptions need to be

tested. The test of assumptions can be found in appendix 3.
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4.5.1 — Relation between ICT investments and Labor productivity

The regression analysis will be done based on the hierarchical model. With the hierarchical
model, you do not include all variables at once but add them to the model in steps. The first
model will consist out of the dependent variable labor productivity and the control variables for
this research (industry sector, firm size, level of education, and other technologies). For the
control variables of the industry sector, all were included except the Electronic sector as this
was the reference category. The independent and moderating variables were added based on
the hierarchical method and therefore all models would include the control variables. To further
differentiate this research from prior research, in the EMS (2018) the application of new
generations of ICT-technologies was included (e.g., virtual reality, M2M communication, 3D
printing, etc.). As can be seen in table 11, model 1 explains 21,2% of the variance. Furthermore,
model 1 is significant (¥ (9,101) =3.017, p = .003).

For the second model, the independent variable ICT investments was included. This was
done to test the first hypothesis of this research, which states “In the present study it is not
expected ICT investments to be significantly positively related to labor productivity”. This
study does not expect a significantly positive relation, because investing in ICT is paired with
more knowledge needed to produce, where this knowledge is spread over more and more people
causing coordination and cooperation difficulties (Jones, 2009), and ICT has become more
complex, more expensive and the use of it more complicated (Cowen, 2011). Therefore, it was
not expected in this research that investing in ICT would lead to a significant positive relation
with labor productivity. Were model 1 explained 21,2% of the variance, model 2 also explained
21,2% of the variance. By adding ICT investments into model 1, the explained variance
remained the same (R’ change = .000). The F change statistic (£ (1,100) = .010, p = .919) of
model 2 is not significant, meaning that model 2 does not significantly explain extra variance,
compared to model 1. Furthermore, model 2 is a significant model (¥ (10,100) = 2.690, p =
.006). However, the variable ICT investments was not found to be significant (5 =-.002, #(100)
=-.102, p =.919). This means that Hypothesis 1 is supported, where adding ICT investments
into the model makes it significant, this cannot be attributed to ICT investments since it is
insignificantly related to labor productivity. In other words, if a company invests in ICT, this
will not have a significant linear effect on its labor productivity. This finding contradicts with
researchers in the early 2000s who argued that by investing in ICT the labor productivity will
grow. For example, Oliner and Sichel (2000, 2002) revisited earlier work of theirs in which
they did not find a link between ICT investments and labor productivity. By replicating their
earlier work, a decade later, they found opposing results. After 1995 labor productivity
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accelerated, which was largely driven by better use of IT capital goods and efficiency gain in
the production of IT goods. (Colecchia & Schreyer, 2002) extended the research by Oliner and
Sichel (2000, 2002) by including nine OECD countries. They concluded that ICT contributed
between 0.2 and 0.5 percentage points per year to economic growth, which rose to 0.3 till 0.9
percentage points during the second half of the 1990s. However, these findings confirm the
more recent literature which examines the relationship between ICT investments and labor
productivity, which stated that there is no relation. Because ICT leads to more knowledge
needed, and more knowledge is spread out over more people it does not increase the
productivity of labor (Cowen, 2011; Jones, 2009). Furthermore, this research seems to break
the pattern previously found in the literature. Where in the 1990s no relation was found between
ICT investments and labor productivity (Oliner & Sichel, 1994; Solow, 1987), a relationship
was found in the 2000s (Oliner and Sichel, 2000, 2002; Jorgenson and Stiroh, 2000). Then
again approximately 10 years later around 2010, the debate switched to stating that no
relationship exists between investing in ICT and labor productivity (Cowen, 2011; Jones, 2009),
and now this research confirmed the findings from around 2010 that there is no relation between
ICT investments and labor productivity. Where the relationship switched every decade, it
remained the same for two decades in a row. A possible explanation could be the reasons
presented by Cowen (2011) and Jones (2009), that investing in ICT leads to more knowledge
needed, and more knowledge is spread out over more people that it does not increase the
productivity of labor. Moreover, these results confirm the findings in the bivariate analysis. In
the bivariate analysis based on the Pearson’s correlations (table 10), no significant correlation
effect was found between labor productivity and ICT investments, where the multivariate
analysis also found no positive significant effect between labor productivity and ICT

investments.
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Norm Labor Productivity
Model 1 Model 2 Model 3
Control variables b (SE) b (SE) b (SE)
1. Metal -.126 (.078) -.126 (.078) -.123 (.078)
2. Food -.173 (.114) -.173 (.114) =179 ((115)
3. Textile - 157 (.083)*| -.157 (.083)* | -.170 (.084)**
4. Construction =308 (.161)* | -308 (.161)*| -332 (.162)**
5. Chemical .012 (.084) .012 (.085) .017 (.085)
6. Machinery -.169 (.080)** | -.169 (.080)** | -.164 (.081)**
7. Level of Education 083 (L13)*** ) 083 (L13)***| .038 ((13)***
8. Other Technologies .037 (.032) .038 (.033) .033 (.033)
9. Ln Firm size .021 (.025) .022 (.027) .022 (.027)
Independent/Moderator/Interaction variables
1. ICT-investments -.002 (.023) -.012 (.024)
2. Training and development practices .034 (.032)
3. CNT _INT _ICT TAD .027 (.027)
Model information

F-value 3.017*** 2.690%** 2.404%**

F-change 3.017%** .010 .980

R?2 212 212 227

R? change 212 .000 015

N 203 203 203
Note: p<.l;"p<.05"p<.01

Table 11: Linear regression analysis

4.5.2 — Moderating relation of HRM practices

For the third model of this regression analysis, the moderating variable training and
development practices is included. Next to training and development practices, also the
interaction variable of ICT-investments*Training and development practices was included. The
third model is used to test hypothesis 2 of this research which states “The more training and
development practices used in an organization the greater the productivity benefits because of
ICT investments”. This hypothesis was formulated based on findings by numerous researchers.
For example, Bloom and Van Reenen (2007) found that HRM played a central role in enhancing
productivity next to technological investments. Furthermore, Boenzi et al. (2015) found that

the influence of human behavior on productivity has been underestimated, and a lot of
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unrealistic assumptions have been used to simplify the human component. Hypothesis 2
suggests that training and development practices in combination with investing in ICT,
significantly affect labor productivity. To test hypothesis 2, besides the variable training and
development practices, also the interaction term ICT-investments*training and development
practices was included in model 3.

Model 3 explains 22,7% of the variance and the F change statistic was not significant
(F (2, 98) =.980, p = .379). Where model 3 explains slightly more variance than model 2 (R?
change = .015), this means that by adding the moderator and interaction variable the extra
explained variance increases slightly. When looking at table 11 model 3 is significant (¥ (2, 98)
= 2.404, p = .009). However, when looking at table 11 the interaction variable (f = 0.27, ¢ (98)
=1.003, p = .318) is not significant with the dependent variable labor productivity. Based on
these results it can be noted that Hypothesis 2 is rejected. This means that using training and
development practices in combination with investments in ICT does generally speaking not
significantly affect labor productivity. This finding is the opposite of the literature discussed in
chapter 2. There was discussed that training and development in combination with ICT
investments would increase labor productivity. Several researchers came to this conclusion. For
example, Drucker (1991) said “whether tools help productivity or harm it depends on what
people do with them”. Furthermore, (Combs, 2002) found that by using automated tools,
productivity will increase, but he also stresses that implementing planning and training were
keys to success. The same was found by Bloom and Van Reenen (2007) who state while
investing in technological capabilities is one of the possible means to enhance productivity,
HRM systems are also of central importance. Last, Boenzi et al. (2015) concluded in their
research that even though technology has changed the nature of work, the human part remains

an important part of the process.

4.5.3 — Bycatches in the results

Some interesting bycatches were found during the regression analysis. As can be seen in table
11, the industry sectors Textile (5 =-.170, ¢ (98) = -2.024, p = .046), Construction (ff =-.332, ¢
(98) = -2.043, p = .044) and Machinery (# = -.164, ¢ (98) = -2.023, p = .046) had a significant
negative effect on labor productivity in comparison with the Electronic sector which served as
the reference category. This would imply that the development of labor productivity differs
between different sectors compared to the reference category. In other words, the development

of labor productivity is, .170 times lower in the Textile industry, .332 times lower in the
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Construction industry, and .164 times lower in the Machinery industry, compared to the
Electronic industry. Possible explanations could be that within the Textile industry employees
work on a production line, which has a limit to has fast it can go. Therefore, labor productivity
is relatively stable and not easy to increase. In the construction industry, a lot of different parties
are involved in the construction process. There are contractors, workers, suppliers of equipment
and resources, lawmakers etcetera. This increases the chance of delays due to waiting for
another party to complete their activities, hindering the productivity of labor.

Furthermore, the control variable level of education had a significant effect on labor
productivity (8 =.038, ¢ (98) = 2.862, p = .005). This would mean that the development of labor
productivity would differ between different educational levels. To put it in other words, the
development of labor productivity is .038 times higher for more highly educated employees.
The reason here could be that higher educated employees are better capable to work with and
understand new ICT investments and therefore this will have a bigger effect on their labor
productivity. For the other two control variables, there was no significant effect found.
Therefore, firm size and other technologies do not influence labor productivity.

Also, looking at the influence of training and development practices on labor
productivity as an independent variable instead of a moderator, this does not yield a significant
effect (f = .034, #98) = 1.047, p = .298). This would indicate that training and development

practices autonomously do not influence labor productivity.

4.6 — Summary of the findings

Here a summary will be given based on the findings of the regression analysis, this will be
visualized in table 12 below. Regarding the first hypothesis, it can be concluded that the
hypothesis can be supported. Therefore, it is assumed that ICT investments do not significantly
positively relate to labor productivity. Regarding the second hypothesis, it can be concluded
that the hypothesis is rejected. This implies that training and development practices in

combination with ICT investments, do not significantly affect labor productivity.

Hypothesis Result

H1 In the present study it is not expected ICT investments to be significantly | Supported
positively related to labor productivity

H2 The more training and development practices used in an organization the | Rejected
greater the productivity benefits because of ICT investments

Table 12: Summary regression results
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Chapter S — Additional regression analysis

The initial bi- and multivariate analysis revealed some fascinating results. However, because
hypothesis 2 was rejected an additional regression analysis was conducted. Here, the goal was
instead of analyzing isolated person-centered training and development practices rather
examining productivity effects of training and development practices as an integral part of a
‘workplace innovation approach’ (Pot, 2010), a ‘high performing work systems -approach’
(Amundsen et al., 2014) or an ‘organization innovation approach ’ (e.g., Damanpour 1991). For
that purpose, a variable labeled ‘organizational innovation’ was constructed. This variable
includes new organization of work practices (e.g., spatial re-arrangements of production steps),
organizational work practices (e.g., integration of tasks); production management practices
(e.g., methods of continuous improvement) and human resource management (e.g., promoting
staff commitment). For more details see appendix 4.

The new moderating variable also includes organizational concepts that attempt to
increase employee training and development to make employees better able to deal with and
understand new ICT investments better. The difference with the initial items from the
moderating variable is that the initial items were practices present in the organization. With the
new variable also organizational concepts are included in the moderating variable. The practices
are aimed at improving the competence of employees through training and development, the
organizational concepts are there to support employees in their daily activities to work as
efficiently as possible. In appendix 4 an overview is given of each question from the EMS
(2018) that was used to construct the variable organizational innovation. The variable was
constructed by including all items and using the compute function to create one variable. When
looking at the descriptive statistics in table 15 it can be seen that that skewness (.401) and
kurtosis (-.305) fall within the acceptable range and are therefore normally distributed (Field,
2013). Furthermore, the range of the variable is min = 0 when no organizational innovations
are present and max = 15, when all organizational innovations are present in the organization.
Moreover, when looking at the mean statistic (5.3850) it shows that on average each

organization has implemented 5 organizational innovations.

N | Min | Max | Mean | Skewness | Kurtosis

Organizational innovation 187 .00 | 15.00 | 5.3850 401 -.305

Table 15: Descriptive statistics organizational innovation
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Next, a bivariate analysis is conducted to see whether there is any case of multicollinearity
within the data. To check for multicollinearity within the data sample, the correlation matrix
will be used to look for correlations between the different variables. The Pearson’s correlation
matrix is presented in appendix 4. With the variable organizational innovation instead of
training and development practices, there is still no sign of multicollinearity, because all the
correlations are below the threshold of R = .85. In comparison to the initial bivariate analysis,
there are some changes. In the additional regression, organizational innovation is now
significantly correlated with the dependent variable labor productivity (.251) and the control
variables other technologies (.185) and firm size (.227), where this was not the case in the initial
analysis. This indicates that companies that make use of organizational innovation have higher
labor productivity, use more other technologies and they are used more in bigger firms. Another
important finding is that the moderating variable is significantly correlated with both the
independent (.294) as the dependent variable (.251), showing some proof that the second
hypothesis is correct. To test whether the moderating variable does significantly affect labor
productivity, a multivariate analysis is necessary.

The additional multivariate analysis is conducted the same as the initial analysis, by
using the hierarchical method. As can be seen in table 16, the variance explained in model 3 (F
(12,103) =2.697, p = .004) is 26.2% and the F-change statistic (F (2,91) =3.320, p =.041) was
significant. This indicates that model 3 has more explanatory value than model 2 without the
moderating variable. However, the goal of this additional analysis was to check whether the
same results would be found when the moderating variable would include more items. As can
be seen in the table below, the interaction effect had no significant effect (5 =.007, #(91) = .985,
p =.327) on labor productivity. This means that even with the moderating variable having more
items included, hypothesis 2 is still rejected as no significant effect is found in the additional
analysis.

One interesting result was found in the additional regression analysis. When the variable
organizational innovation is included as an independent variable and not as moderator, it did
result in a positively significant effect (5 = .019, #(91) = 2.229, p = .028). This would indicate
that when an organization implements an organizational innovation, its labor productivity
would increase by .019. Concluding, organizational innovation was not found to have a
moderating effect on labor productivity, but an autonomous effect on labor productivity, after

conducting the additional regression analysis.
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Norm Labor Productivity

Model 1 Model 2 Model 3
Control variables b (SE) b (SE) b (SE)
1. Metal -.133 (.083) -.132(.083) -.128 (.082)
2. Food =172 (117) =172 (\117) -.170 (.114)
3. Textile - 158 (.087)* | -.158 (.088)* | -.181 (.086)**
4. Construction =311 (1e4)* | -311(.165)*] -289(.161)*
5. Chemical -.011 (.090) -.011 (.090) -.013 (.089)
6. Machinery -. 188 (.084)** | -.188 (.085)** | -.174 (083)**
7. Level of Education .039 (.014)*** ] .039 (.014)***] .035 (.014)**
8. Other Technologies .043 (.034) .042 (.034) .034 (.034)
9. Ln Firm size .022 (.025) .021 (.028) .015 (.027)
Independent/Moderator/Interaction variables
L. ICT-investments .002 (.024) -.012 (.025)
2. Organizational innovation .019 (.009)**
3. CNT _INT _ICT OI .007 (.007)
Model information

F-value 2.751%** 2.451%* 2.697*%*

F-change 2.751%%* .010 3.320**

R?2 208 209 262

R? change 208 .000 .054

N 104 104 104
Note: "p<.1;"p<.05""p<.01

Table 16: Additional regression analysis

43



Chapter 6 — Conclusion and discussion

Chapter 6 will be the second-last chapter of this research. Here, an answer will be given on the
research question based on the results from the quantitative analysis. In the first paragraph the
two hypotheses will be discussed and after that the main research question will be answered. In
the second paragraph, a discussion will be presented which will deal with the interpretation of

the results and the contribution to the already existing knowledge.

6.1 — Conclusion

To give an answer on the main question of this research, first both hypotheses will be discussed.
The first hypothesis is “In the present study it is not expected ICT investments to be significantly
positively related to labor productivity . After conducting a regression analysis (chapter 4.5.1),
the results supported the hypothesis. There was no significant effect found between ICT
investments and labor productivity. Therefore, this research is in line with recent literature by
Cowen (2011) and Jones (2009) who found that investing in ICT does not increase the
productivity of labor. Their reasoning is that ICT leads to more knowledge needed, and more
knowledge being spread out over more people. Therefore, it does not increase the productivity
of labor.

The second hypothesis of this research is as follows “The more training and
development practices used in an organization the greater the productivity benefits because of
ICT investments”. After conducting the regression analysis (4.5.2), the results rejected the
hypothesis. These results go against the literature presented by among others, Drucker (1991),
Bloom and Van Reenen (2007) and Boenzi et al. (2015), who stated that while technology has
changed the work and world as we know, it is still dependent on the interaction with humans to
work as good as possible. A possible explanation for the absence of an interaction effect could
be that training and development practices are more effective in companies that have low
educated employees. As low educated employees benefit and learn more from training and
development practices, those companies with low educated employees would see a bigger effect
on their labor productivity when training and development practices would be implemented in
combination with ICT investments, than those companies with highly educated employees.
After the initial regression analysis, for the second hypothesis an additional analysis was
conducted to see whether the results would change when the moderating variable included new

organization of work practices, organizational work practices, production management
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practices and human resource management. Here the moderating variable was still had no
significant effect on labor productivity (chapter 5), again rejecting hypothesis 2. However, an
interesting result was found in the additional analysis. As opposed to the initial analysis,
organizational innovation was found to have a significant effect on labor productivity as an
independent variable instead of a moderating variable (chapter 5).

Based on the results of the regression and after checking the hypotheses, the main
question can be answered. The main question of this research is “To what extent does investing
in ICT influence labor productivity in Dutch manufacturing firms, and how is this relationship
influenced by training and development practices?”. The main question consists of two parts,
first the influence of investing in ICT on labor productivity, and second whether this relation is
influenced by training and development practices. For the first part, no significant effect was
found between ICT investments and labor productivity. Therefore, investing in ICT does not
have any influence on the labor productivity within Dutch manufacturing firms. The second
part looks at whether the first relation was influenced by a firm’s extensiveness of training and
development efforts. Again, no significant effect was found between the moderator training and
development on labor productivity. Therefore, investing in ICT in combination with training
and development practices, does not increase labor productivity in Dutch manufacturing firms.
What can be noted here is that after conducting an additional analysis, a significant effect was
found when the moderator was included as an independent variable instead of a moderator.
Therefore, the results suggest when training and education policy is embedded in a renewal
strategy this will affect the labor productivity in Dutch manufacturing firms.

This can be compared to the dynamic capabilities theory by Teece, Pisano, and Shuen
(1997). They describe dynamic capabilities theory as the firm’s ability to integrate, build, and
reconfigure internal and external competences to address rapidly changing environments. The
comparison can be made, because when training and development practices was reconfigured
and new organization of work practices, organizational work practices, production management
practices and human resource management were integrated into a new variable organizational
innovation it created a new dynamic capability. Where training and development practices
showed no significant effect, the integrated variable showed a significant effect, indicating it as
a dynamic capability.

Concluding, concerning the main question, investing in ICT does not influence the labor
productivity in Dutch manufacturing firms, and this relation is also not influenced by training

and development practices. Moreover, organizational innovation was found to have a direct
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significant effect on labor productivity, meaning that organizational innovations do increase

labor productivity in Dutch manufacturing firms.

6.2 — Discussion

As this research has revealed results based only on quantitative data, it can only be interpreted
in a basic manner. No underlying reasons to why investing in ICT has no influence on labor
productivity can be researched. This could be further researched by conducting a qualitative
research. What the underlying reasons are is open for speculation, which will not contribute to
the existing literature. What this research does contribute to the existing literature is that is
provides a statistical point of view in the debate and is in line with results found by Jones (2009)
and Cowen (2011) that investing in ICT does not increase labor productivity. Whether the
reasons Jones (2009) and Cowen (2011) gave, that ICT leads to more knowledge needed, and
more knowledge being spread out over more people and therefore it does not increase the
productivity of labor, also hold in the context of this research cannot be concluded. Also, this
research has shown that by integrating certain practices and organizational concepts, new
dynamic capabilities can be created that can be beneficial for organizations. This is in line with
the dynamic capabilities theory as developed by Teece et al. (1997). In this research, integrating
training and development resources with new organization of work practices, organizational
work practices, production management practices, and human resource management, created
the new dynamic capability organizational innovation, which created higher labor productivity
within organizations.

Furthermore, this research has found that there is no moderating effect of training and
development practices, which partially contradicts with the research presented in chapter 2.4
and 2.5. Here, existing research was shown that has found that HRM practices together with
investing in ICT leads to an increase in labor productivity (Bloom & Van Reenen, 2007; Boenzi
et al., 2015; Combs, 2002; Johanim et al., 2013). Where they looked at HRM practices or a
subset of HRM practices, none looked only at training and development practices. Therefore,
this research does not completely reject those earlier research as different practices were used
in each research. Also, when organizational concepts were added to training and development
practices a significant effect was found, further underlying the difficulty in rejecting the earlier

research.
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Chapter 7 — Implications, limitations, and future research

In this chapter the implications and limitations the research faced and directions for future
research will be discussed. The implications of this research will be divided into theoretical
implications, what this research contributed to the existing knowledge on the topic, and into
practical implications, which highlights how the results can be interpreted into practice. In the
second paragraph the limitations that this research faced will be given. Finally, this chapter will

end with some directions for future research.

7.1 — Implications

7.1.1 — Theoretical implications

This research has contributed to the discussion in the already existing literature about the
influence of ICT investments on labor productivity. This research attempted to help in
discovering what the relation is between investing in ICT and its influence of labor productivity.
The starting point of this research was the so called “IT productivity paradox” (Hajli et al.,
2015). This paradox describes the situation where investments and expenses within the field of
ICT increased, while productivity growth stagnated. This paradox was in accordance with
several earlier publications whose research also found no relation between ICT investments and
labor productivity (Cowen, 2011; Drucker, 1991; Inklaar, 2019a, 2019b; Jones, 2009; Lewis,
2002; Solow, 1987). This study confirmed the “IT productivity paradox”, as it found that there
is no relation between investing in ICT and an increase in labor productivity.

Besides the relationship between ICT investments and labor productivity, this research
also checked whether this relation was moderated by training and development practices.
Drucker (1991) already stated the importance of human work in his research, multiple
researchers agreed with him (Bloom & Van Reenen, 2007; Boenzi et al., 2015; Bourke &
Crowley, 2015; Chuang & Graham, 2020; Combs, 2002). This study rejected the earlier
research as this research found that training and development practices has no significant effect
on the relation between ICT investments and labor productivity.

However, after conducting an additional analysis, where the moderating variable
included new organization of work practices, organizational work practices, production
management practices and human resource management, a significant effect was found when
organizational innovations was included as an independent variable instead of a moderating
variable. This would mean that implementing organizational innovations would increase the

labor productivity of employees.
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7.1.2 — Practical implications

The results of this research also have practical implications. For example, this study has
revealed that investing in ICT does not increase labor productivity. Therefore, when an
organization wants to increase its labor productivity, this cannot be done by simply investing
in ICT. As this study also revealed that training and development practices has no influence of
the relation between ICT investments and labor productivity, implementing them together will
not increase the labor productivity of employees. Furthermore, this research found that there is
an autonomous effect of organizational innovation on labor productivity. Therefore, when
organizations want to increase their labor productivity, implementing organizational innovation

will be a good start.

7.2 — Limitations
Just as any other research, this research faces some limitations which will be addressed here.
These limitations must be considered when interpreting the results of this study. A first
limitation is the use of the EMS survey for the quantitative analysis. As this survey was not
specifically developed and conducted for this research, it will lower the validity of the research.
The reason for this is that the variables used in this study had to be based on questions from the
EMS (2018) survey. As this is secondary data, this faces some limitations earlier mentioned in
paragraph 3.2. Furthermore, all investments in ICT were included in the construction of the
variable ICT-investments, not those which were invested in recently. Respondents could answer
when they implemented an ICT investment, however, these could range from implemented in
1990 till 2020. As the year of investing was not implemented or controlled for, the validity of
the results is reduced. Moreover, when an investment was made over 20 years ago, it can be
questioned whether you can still consider it as an investment. Also, it is impossible to interpret
the influence of an investment made 20 years ago in the current state. Because the year of
introduction was not a variable in this research, this cannot be controlled for. Where it was
asked in the survey whether the technology was upgraded recently, it was not controlled for in
this research. If both the year of introduction and if the technology was upgraded recently, were
controlled for, it would have had consequences for the number of respondents suitable for this
research.

A second limitation this study faces is that its results can only be generalized to

companies within the Dutch manufacturing industry, as all respondents worked in this industry.
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Therefore, the results of this research cannot be copied into any other industry in the
Netherlands or manufacturing industry in another country.

A third limitation of this study is that not all possible investments in ICT or every
training and development practice is included into this research. Only those that were included
in the EMS (2018) were researched. Therefore, to conclude on the relation and influence of ICT
investments and training and development practices on labor productivity need some
precaution. With other subsets of ICT investments and training and development practices the
results could be different. Furthermore, the EMS (2018) distinguishes between organizations
with proportionally a lot and few ICT technologies. What is not accounted for is the complexity
of those ICT technologies, to the extent that this is measurable. Therefore, it cannot be
controlled whether there are different results for ICT technologies that are more complex, and

therefore harder to use and ICT technologies that are simple and easier to use.

7.3 — Future research

Based on the results of this research, some future research directions are identified. As this
research only conducted a quantitative analysis, the underlying reasons to why the results are
what they are cannot be investigated further. Therefore, the results could be complimented by
conducting a qualitative research to find patterns and underlying reasons. There is also the
possibility that the qualitative analysis would yield different results, where it could be looked
as to why this is the case.

Also, it could be better to develop a survey specific for this research instead of using
secondary data. Then it would be possible to ask more specifically to what the researcher wants
to know and include as much items as needed or possible. By doing this, more accurate and
complete data and results could be found. For example, a specific survey could include more
items for each variable included in this research. When more ICT investments and
organizational innovation items are included, this will increase the validity of the research.
Also, this will make it possible to ask more about the control variables, for example, include
more other technologies. Moreover, a longitudinal case study could be conducted, where the
researchers follow a few companies. Here, they can research in how investing in ICT influences
labor productivity and see what the influence of training and development practices have on
this relation. This makes it possible for the research to see developments over time and it will
increase the validity of the research.

For this research only the Dutch data was used out of the EMS (2018), where more

countries within Europa were researched. A future research could see whether there are
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differences between two or maybe more countries in Europa. Here, you could see which country

performed best and why, to help those countries lagging to catch up.
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Appendixes
Appendix 1 — EMS survey (2018)
text modification layout modification not EMS core I

Is your factory part of a multi-site company?

no yes 9 Your answers in this questionnaire should refer to the manufacturing site
EMS_1 D D where you are based, nol 1o the whole compary!

Please indicate your industry and the main (line of) product(s) produced at your factory.

Industry _ Tumover share
Ems 21 (@9 textibe i Y. ical industry, inery ele. ) Main line of products: of main product ine
app. %
R-gudln urmahlh-oluroducn.h a producer of finished products
EMS 22 0 ” ]obd\opo (I.e. contract m-mewn ? > Please tick one box only.
N Producer of finished m Contract manufacturer
for for capilal goods, systam parts/ contract manufacturer
D i D quip , etc. D supplier Dmmmm (such as turning, coating,
g&c‘r‘w‘g [BSOUICHS, suppiier welding, grinding)
D products
If you offer your main product to other firms, which main industry do you supply?
P Please lick one box only.
EMS_23
Automotive Technical / RAD IT and
0 m [(Jeogistes Other industries
Does your main product (line of products) fe any of the following digital elemaents?
EMS_3 no yes
of; with tha op {tnmming, voice data gl VR/AR) D_D
inetwork ion for data ge (in real time) O-0
Sansor technology, control elements for additional digital product functions D — D
Identification tags (as RFID, QR or bar codes) D — D
Other digital elements: D — D
Which of the following characteristics bast describes your main product or line of products?
EMS 4 product developmant » Flaase ok boone x only Manufacturing » Flease tok one box ony.
+ According to customers” specification I:] « Upon receipt of customer’s order, 1.6. made-to-order D
Asa basic P Final assembly of the pmdud is caried oul upon receipt
* o stomer-speciic Lty L - e of 's order, i
£ Chsi I:] based on uod(-ommuod prafabrication D
-~ anwmmmmmmwhmmu D * Yo stock (bek . ) D
+  Does not exst in this factory [[] ¢ Dossnotexistintis tactory |
Batch or lot skze > Please lick one box ony, Product complexity » “laase tick one box only
« Single unit production J « Simple products ]
+  Small or madium batchvlot O +  Products with plexity ]
+ Large balchilot J + Complex products ]
Please rank the follo: competitive factors in order of significance to distinguish your factory positively from competitors.
> Please rank from 110 6, 1 indicating ,the most important®. Flgase do not assign equal m’wpcr‘ance to any lmlor!
EMS_S
CL i g on schedulel
Product price Product qualty ! product 7 lhon delmty times Services

O O O O O O



EMS_6

3

EMS_8.1

Does your factory co-operate In any of the following areas? Enlargement propase by

» Co-operation is a voluntary inter-firm relationship beyond pure business relations Slovenia
no  yes no  yes
e b [J= [0 RaD cooperation with customers or suppliers O-0
;'.“’.3' %nm'mm?&igm Y compenaafon - =reo co-operalion with other companies 0-0
SalsaiSeiibulion D _ D {excluding customers or suppliers)
Sarvice co-operation D —_ D srlgsaamh onmm; m Insﬂu:c) D - D
Which of the following organizational concepts are currently used in your factory? Enlargemant propose by
Use no yes Extent of used
planned Organizational concepts H’(;L:,'f" ,,,.":’.,“.,".'L‘,‘,,}‘...".’.;"g.,
Organization of production
[0 ] & Standard operation rocedurs SOP. MoST) P % ooo
O 4 Smmsmenemhessiei=rernte b % 000
D ‘D F:gdmﬂ&o)ubﬂmmﬂmuopﬂmmmmﬂm D’ 1‘% E] D D
Integration of
Production controling following the Pull principle
D G (e.g. KANBAN, Internal zero-buffer principle) D’ "% [:] D D
Management/ -controlling
D ‘D ?.lwm lnm':t;mhmamwkmm- and work status D % D D D
O €0 oo RIS Shdama. wavemve maintanance) % ooog
[[] €] Certtied quaity standards (e.q. 1SO 500xx) [ % OO0
[:] QE] Certified enargy management system (.. EN 1SO 50001) D. ‘,% E] D D
Methods of management for mathematical analyses of production 1
D R e e o e (> % 000
[[] €] Ccertified environmental management system (e.g. EN ISO 14001) [ 3 HiEE
Human resources
corrected item meqmmm(g.bgmu‘wbwm D.’ 1% D D D
» Explanations:
1 Year in which this tachnology was used for the first time in your factory (f uncertain, please estimate the year) §
2 Extent of actual ulilization compared to the most reasonable maximum potential utiization in your faclory. Exient of ullized polential "low™
for an inbal attempt to utilze, “medium™ for partly utilized and “high" for extensive utilization
proposeby Enlargement propose by
e i e e Bsns o oo
A 3
Universitylcollege degree, graduates  2PP- % Research and Development app. %
Technicians, skiled workers a0p. % Construction, configuration, design PP %
" clal % [*100% b % =100%
s s training e e o
Sami-skiled and unskilled workars ~ 2PP- % Customer service anp. %
Technicalinustrial or _ - Other (sdministration, purchase, -,
commearcial apprentices e ~ &mfm oic.) 7
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Which of the following technologies are currently used in your factory?

EMS_9.1 Follow-on
no
S Technologies T rrstused  sinos 2018
until 2021 (year) no yes
(R (o Lo i okt o8 [ % O O
D G 3%'?@&«@% ;to ‘%WWI D’ 1’% D D
L] .D (eg ER":!W) ol D’ "3’0 O O
O ] e crbmer actions oaa mmechange ey~ L %o 0o O
O ] Ceraedtocratng and machine data scoviston. ves) L P %o O 0O
D ‘D (ogm'm“mmq::nlmﬂgnrwl:}. "% D C]
Product-Lifecycle-Management-Systems.
D ‘D or ProductProcess Data Management s D’ 1&’0 D D
I L % 0O O
(e.g9. FEM, Digital Prototyping, computer models)
Automation and robotics
O ] o ating peining cutingy ™ " (P % O d
D ‘D m n?::ﬁ';,h“hg mm.(:&;iepoduno. D,’ 1‘% D D
Additive manufacturing technologies
¥ prototypi 1
D G mmmu.o"&m) D '% [:] D
- - 1
U Bl Drtgesimimusmigupsee,  [R % O O
Energy efficiency technologies
O o] | et vk ystom o o™ [P % 0 O
D ('D ('e.gml:s.:mwvuy“-wz‘:oo) B D') 1’% D D

» Explanations:

1 Year in which this technology was usad for the first lime in gour faclory (if uncerain, pleass eslimate the year).
2 Extent of actual utilization compared to the most reasonable maximum tic
for an iniial attempt lo utilize, “medium™ for partly ulilized and "high" for extensive ulilization.

., In case, Industrial robots are used In your production - Is any of the following flexible robotic solutions used?
EMS_9.2

oog
EEmym

Ooodo
oodf

oo
oog

ential utikzation in your factory: Extent of utlized potential “low™

= used In the factory

Are secondary metals or plastics used In your factor for manufacturing of your main product?

collaborating mdustnal
Drmblolndulm [:] m‘:&n guded Dmmmw Dmdumm

:;WDM & | 01 you integrate specitc technciogies into your fing p for that ? ((Jno  []yes
[()mo & Doyouplan to start using those matorials within the noxt throe years? [(Jre  [T]yes
Do you use machines or systems in your production that automatically store operating data?

[(Jno [[]yes > what are these data used for?
Optimizi Planning mainta
! Used for Dmmngmm Dmam nanee [[] other use
EMS_10.1 Planni :
- utiization and spplication [ e iy o
DNoUn
Ara collectad operations data from production also used for risk analysis
(ideraification, z analysis and evaluation)? ! (e [Cyes
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Which of the following measures alming at data security are used to safeguard the operating data of your machinery
EMS_10.2 and equipments?

Activities raising employees’ awarenass on data securty

Use of software specificaly (data control, -accessiuselvolume! ransfer rates etc.)

Use of hardware solutions spacifically (separate web, subnetworks separated from the Intemet DMZ, etc.)
Use of organisational measures spacifically (Jamming radio and wifi reception, access restrictions, efc.)

aoog

Please answer the following questions about the production of your main product (your main line or group of products),
EMS_11

What is the average manufacturing lead lime of your main product?

P Manufacturing lead time: from rg:.mpl of ordevytm‘bl ruady to ship. app. m or hrs.
What is the percantage of orders deliverad on lime?

» Please reply according to confimed delivery date app. %

What is the perce; dmmumt—ﬂmhedpmduchmmmbbe

scrapped or due 1o qualty issues? app. , %

Client complaints aboul quality were ived for what percentage of delivered orders? app. %

rodueu 2015 that to factory or incorporated major technical i nts?
(eg. ’u:e of new materials, fications to product ﬁmcﬁo:..::‘h:;l iny;:ramg prln;plo etc.) " e

EMS_121
[ no [C]vesia  what share of tumover did these products have in 20177 app. %
How ad it take. on develop such a new product?
l (bun.:'gan ea 1o m app- months .
Are these innovations (also) based on a nupromclemnsionu
a major improvement gf axi;llng digital p:%ud elements? D no DY‘”
Did these new or improved products also lead to an improved environmental impact when using or disposing of them?
EMS_12.2
Jne [y e type of improved envircnmental impact did these new products have?
Raducad health risks Reduced - -
] ki e Dco u{hguso [] Easier to maintain o retrofit
ot Reducad environmental Improved ruyclng. take-back
DExhv\dodwowctlloum D pollution during use D or disposal prope
Among these new products introduced since 2015, were there any new-to-the-market products
Introduced by your factory as the first provider?
EMS_12.3
D no E]V“i-) What share of tumover did thesa new-to-the-market products hawve in 20177 app. %
Does your product portfolio include products you have been supplying to your customers for more than 10 years?
EMS_124
D no [:]yot'-) What share of tumover did these older products have in 20177 app. %
Please estimate where your factory received lulnruﬂmm in 2017 and where it sold its products.
> Inpuls are purchased parls, materials, raw malerials, operating supplies, or servicas.
» Please indicate the shares only for products manufactured at your site
EMS_13
Input generated in Products sold o
Home country app. % app. %
#100% input #100% tumover
Abroad app. % app. %
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Which of the followi duct-related services do you offer your customers?

g P

EMS_14.1 no  yes no  yes
Design, consulting, project planni
Msialition, st up O-0 inct RAD o customens) T -0
nance and repair Software development
Maknle — D - D (e.g. software :gwnlzaﬂon) D - D
Traini — Revamgping or modemization —
o D D (ncl. anhancemant of functions, software exiansions, eic.) D D
Take-back sarvices
(e g User ﬁ&"p«m web phllorm) D - D (e.g. recycling, dmotd. taking back) D - D
.2 support through plattorms
.. Do you offer uct services webd-based too?
> mwwsmmmnmhmmummnmmmx.
national
new | [Jyes | [[] Ofteringwouoh [0 e seny piaborms
[(Jno 9| useplanned unti 2021 [(Jee [] yes
Which of the following digital solutions do you offer as part of your service portfolio?
. no  yes
MS142 \yeb-based offers for product utiization (onkine traming, documentation, aror description) O-0
Web-based senvicas for customized product configuration or product design D — D
Digital (remote) monitoring of operating status (e.9. condition monitoring) D —_— D
Mobile devices for diagnosis, repair o consultancy (e.g. digital camera, smartphone, lablels ete.) O-0
Data-based services based on big data analysis =]
Ofher digital based services: O-0
If you offer product-related services, please estimate their share of the turnover in 2017.
> if you could nol generate any lumover, please enter "0".
EMS_143
Share of tumover in 2017 % Share of tumover in 2017 with indirectly 5
with directly charged senvicas app- charged sarvices (Le. induded in the product prica) 3PP-
Has factory offered new product-related services since 2015 that were completely new
to yo%u or Included significant improvements? plately
EMS_14.4
no es. 9  Please indicate the share of tumover in 2017 generated directly or | with these
] [y Pleas  the share ge cty or indirectly 20p. %
Which of the following business models do you offer your customers?
EMS_151  Paned H’::
by 2021 no Business modals yes rod
E] CD Renting products, machinery or equipment D’"‘g/o
[[] €] Fursenice contracts with a defined scope o maintain your poducts E]-)‘,%
] €] mmdwmmuwmrmlhhmk.g.puymproducﬂw) b %
mrmmmmdmmmhhm 1
D "D v% to guarantee avalability or costs D" ’%
D “D Comrwng offers (supply of operating resources such as compressed air, light, heat, cokd, D’ 1%«
eleciricty, “chemical leasing”) 0
l:] (.D Othar service concapts with parformance-based pricing depending D.’ ‘,%
an use, availability of customer output quantity
1 Year in which this business model was offered for the first ime by your firm (if unceriain, please estimale the year).
’2 lmoumunmwmmmummdmmmmummummnmmv
ens B8 P I no tumover was generated, please enter “0°

Share of tumover in 2017 generated by business models app.
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EMS_16

EMS_17

EMS_18

!

EMS_19

Did your factory perform research and development (R&D) or award R&D contracts to external partners in 20177

m 9 [] No,wedonot parform RAD.

] Ne. notin 2017, but we do R&D occasianally.

[[Jyes 3  Expenditures on R&D as share of tumaver 2017 %
1
During the last three years, did your faclory perform R&D confinuously
orawst&Dcmmmtoemmalm e’e D " D yoo
Please characterize your factory
Annual turnover 2017 million € 2015 million €
’ ’
mﬂ’ of m,bay;::cy kees) 2017 number 2015 number
Did your factory How many workers ware amployed
agency workers in 20177 [l no [lyes » } your Sacany o avarage i 20177 app. number
Inpuls 2017 (purchased parts, material, million€  Payroll costs as % of lumover 2017
raw materials, oparating supphes, 5enicas) ’ (incl. fringe benefits or fringe costs)
Depraciation of machinery and equipment Dagree of manufacturing capacity
n 2017 (land and buildings exduded) s ks utiization (average in 2017)
Invesiment in machinery and equipment 2017 H million €

Retumn on sales (before tax, 2017) [ | negatve | oto2% [ >2t05% [ »sw10% [ >10%
Yaar of the factory was established:  year:

D o i b ety uon of your products  [Tyes [] no Useplanned unti 2021 [ ]yes [] mo

Does your have manufactui or R&D sites (Research and Development) abroad?
How are the of your firm over the following reglons?
» If your firm s part of a corporate group (trust), please refer to your corporate division only
Production abroad (Including assembly) R&D abroad
Home country  EU Others Home country  EU Others
[T ro [Jyes: > app. + + ~100% [] no []yesd app. + + =100%
Hnyow parts of production abroad ( or parts of Research and Development (R&D)
loo:zmot forelgn companies or brought thom back to your factory from abroad (backshored) since 20167

N YOUr COMPany wias active in several countries, please consikier them all
D Ploase indicate the three main reasons for your activites

Offshoring from home country abroad since 2016

Offshoring parts of production To which country(ks)? Main reasons for offshoring
(] ne [Jyes:»

Offshoring parts of Research and Development

D no Dm:-b

Backshoring to Home_country from abroad since 2016

Backshoring parts of production To which country(ses)? Main reasons for offshoring
(] no [Jyes:»
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Appendix 2 — Operationalization quantitative analysis
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Type of Variable name Item min | max | Measurement
variable level
Dependent Labor productivity Sales 2017 0 o0 Ratio
(value added per
employee) ; ;
Inputs (purchased parts, material, raw | 0 0 Ratio
materials, operating supplies, services)
Number of employees 2015 10 | Ratio
Independent Production | Mobile/wireless devices for 0 1 Nominal
control programming and controlling facilities
Digital and machinery (e.g., tablets)
factory Digital solutions to provide drawings, | 0 1 Nominal
work schedules or work instructions
directly on the shop floor
Digital Exchange of product/process 0 1 Nominal
data with suppliers / customers
(Electronic Data Interchange EDI)
Near real-time production control 0 1 Nominal
system (e.g., Systems of centralized
” operating and machine data
% acquisition, MES)
g Virtual Reality or simulation for 0 1 Nominal
4 product design or product development
= (e.g., FEM, Digital Prototyping,
E) computer models)
Automatic | Optimizing production processes 0 1 Nominal
storage
operating . e .
data Planning resource utilization and 0 1 Nominal
application
Planning maintenance and repairs 0 1 Nominal
Preparing productivity or key 0 1 Nominal
performance indicators
Other use 0 1 Nominal
Moderator HRM practices Instruments to promote staff loyalty 0 1 Nominal
(e.g., attractively designed
responsibilities, offering learning
opportunities, flexible working hours,
childcare)
Training on the job (e.g., job rotation, | 0 1 Nominal
organized exchange
of experiences with colleagues, TWI)
Existing competences of production 0 1 Nominal
employees are systematically recorded
Job descriptions are developed for 0 1 Nominal
specific function areas in production
Specific competency programs are 0 1 Nominal
available
Policy for competence development 0 1 Nominal

and training for production personnel
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Set number of days per year 0 365 | Ratio
designated for qualification, training
and development of the production
personnel
Control Other technologies Industrial robots for manufacturing 0 1 Nominal

processes (e.g., welding, painting,
cutting)
Industrial robots for handling 0 1 Nominal
processes (e.g., depositing,
assembling, sorting, packing
processes, AGV)
3D printing technologies for 0 1 Nominal
prototyping (prototypes, demonstration
models, 0 series)
3D printing technologies for 0 1 Nominal
manufacturing of products,
components and forms, tools, etc.)
Technologies for recycling and re-use | 0 1 Nominal
of water (e.g., water recirculating
system)
Technologies to recuperate kinetic and | 0 1 Nominal
process energy (e.g., waste heat
recovery, energy storage)

Industry Machinery 0 1 Nominal
Electronics 0 1 Nominal
Food 0 1 Nominal
Construction 0 1 Nominal
Equipment 0 1 Nominal
Chemistry 0 1 Nominal

Firm Size Number of FTE employees except 1 00 Ratio
temporary workers

Level of Education % University/college degree, graduates 100 | Interval
% Technicians, skilled workers 0 100 | Interval
% Employees with commercial 0 100 | Interval
or technical/industrial training
% Semi-skilled and unskilled workers | O 100 | Interval
% Technical/industrial or 0 100 | Interval

commercial apprentices
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Appendix 3 - Test of assumptions

To be able to perform a linear regression, some assumptions need to be met. The assumptions
for linear regression that need to be met are as follows: linearity, homoscedasticity,
independence of errors, and normally distributed errors (Field, 2013). First there is linearity,
which according to Field (2013) is when the relation between the dependent and independent
variable is linear. To check whether the relation is linear a scatterplot is used. The scatterplot
was built with the standardized residuals (ZRESID) on the Y-axis and the standardized
predicted (ZPRED) values of labor productivity on the X-axis. The scatterplot can be found in
figure 3 below, and as can be seen there is no pattern in the data. Therefore, it can be assumed
that the assumption of linearity is met. Another use for the scatterplot is to check for
homoscedasticity, which means that the variance of the residual terms must be constant for all
the independent variables (Field, 2013). When checking the scatterplot is can be seen that this
is the case. For each predicted value the standardized residual remains constant.

To check the third assumption independence of errors, which is a situation where the
residuals of two observations are uncorrelated (Field, 2013). This assumption can be tested by
conducting a Durbin-Watson test. The threshold here is that it is a problem when the value is
less than 1 or greater than 3. When the value is above 2 it indicates a negative correlation and
below 2 a positive correlation. As can be seen in table 13 below the Durbin-Watson test has a
value of 1.962, indicating that the assumption of independence of errors is met and that it is a
positive correlation. To test the last assumption, normally distributed errors, a P-P plot is used.
Normally distributed errors assumes that the residuals in the model are random, normally
distributed variables with a mean of 0 (Field, 2013). As shown in figure 4 below, when looking
at the P-P plot the residuals are following the line closely, with some slight deviation. Therefore,
it can be assumed that this assumption was met as well.

Finally, at the bivariate analysis it was concluded that there was no case of
multicollinearity. This was also supported by the multivariate statistics. This was checked using
the VIF and Tolerance values, which need to be respectively <10 or >.1 (table 14). This further

proves that there is no multicollinearity within the data sample.
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Scatterplot
Dependent Variable: Norm_Labor_Productivity
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Figure 3: Scatterplot
Model Summary"I
Change Statistics
Adjusted R Std. Error of R Square Durbin-
Model R R Square Square the Estimate Change F Change dfl df2 Sig. F Change Watson
1 .460° 212 142 .26312 212 3.017 9 101 .003
2 .460° 212 133 .26441 .000 .010 1 100 919
3 .477¢ 227 .133 .26447 .015 .980 2 98 379 1.962

a. Predictors: (Constant), Log transformation of number of employees, Dummy_Metal, Dummy_Construction, Dummy_Food, non-ICT
investments, Dummy_Machinery, Ln_Level_of_eductation, Dummy_Textile, Dummy_Chemical

b. Predictors: (Constant), Log transformation of number of employees, Dummy_Metal, Dummy_Construction, Dummy_Food, non-ICT
investments, Dummy_Machinery, Ln_Level_of_eductation, Dummy_Textile, Dummy_Chemical, ICT_Investments

c. Predictors: (Constant), Log transformation of number of employees, Dummy_Metal, Dummy_Construction, Dummy_Food, non-ICT
investments, Dummy_Machinery, Ln_Level_of_eductation, Dummy_Textile, Dummy_Chemical, ICT_Investments, CNT_INT_ICT_HRM, HRM
practices used by the organization

d. Dependent Variable: Norm_Labor_Productivity

Table 13: Durbin-Watson test

Normal P-P Plot of Regression Standardized Residual
Dleopendent Variable: Norm_Labor_Productivity

0.8 ’

0.6

0.4

Expected Cum Prob

0.2

0.0 0.2 0.4 0.6 0.8 1.0
Observed Cum Prob

Figure 4: P-P plot
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Coefficients?

Standardized

Unstandardized Coefficients Coefficients Correlations Collinearity Statistics
Model B Std. Error Beta t Sig. Zero-order Partial Part Tolerance VIF
1 (Constant) .014 173 .079 937
Dummy_Metal -.126 | .078 | -.177 | -1.621 | .108 | -.001 | -.159 | -.143 | .653 | 1.532
Dummy_Food -.173 114 -.149 -1.524 131 -.135 -.150 -.135 .817 1.225
Dummy_Textile -.157 .083 -.199 -1.888 .062 -.138 -.185 -.167 .699 1.430
Dummy_Construction -.308 .161 -.177 -1.920 .058 -.114 -.188 -.170 .920 1.087
Dummy_Chemical .012 | .084 | .015 | .142 | .887 | 151 | 014 .013 | 678 | 1.476
Dummy_Machinery -.169 .080 -.225 -2.117 .037 -.094 -.206 -.187 .690 1.449
non-ICT investments .037 .032 .108 1.159 249 155 115 .102 .898 1.113
Ln_Level_of_eductation .038 .013 278 2.850 .005 314 273 .252 .818 1.222
Log transformation of .021 .025 .084 .854 .395 .196 .085 .075 .810 1.234
number of employees
2 (Constant) .012 175 .070 .945
Dummy_Metal -.126 .078 -.178 -1.616 .109 -.001 -.159 -.143 651 1.535
Dummy_Food -.173 114 -.149 -1.517 132 -.135 -.150 -.135 .817 1.225
Dummy_Textile -.157 .083 -.200 -1.881 .063 -.138 -.185 -.167 .697 1.436
Dummy_Construction -.308 161 =177 -1.912 .059 -.114 -.188 -.170 .920 1.087
Dummy_Chemical .012 .085 .015 .143 .886 151 .014 .013 677 1.476
Dummy_Machinery -.169 .080 -.225 -2.100 .038 -.094 -.206 -.186 .689 1.452
non-ICT investments .038 .033 .109 1.156 .250 .155 115 .103 .883 1.133
Ln_Level_of_eductation .038 .013 278 2.824 .006 314 272 251 .815 1.227
Log transformation of .022 .027 .088 .828 410 .196 .082 .073 702 1.425
number of employees
ICT_Investments -.002 .023 -.010 -.102 919 .078 -.010 -.009 .814 1.228
3 (C ) -.027 177 -.150 .881
Dummy_Metal -.123 .078 -.173 -1.571 119 -.001 -.157 -.140 .650 1.539
Dummy_Food -.179 115 -.154 -1.561 122 -.135 -.156 -.139 .809 1.235
Dummy_Textile -.170 .084 -.217 -2.024 .046 -.138 -.200 -.180 .687 1.455
Dummy_Construction -.332 .162 -.190 -2.043 .044 -.114 -.202 -.181 .909 1.100
Dummy_Chemical .017 .085 .022 .200 .842 151 .020 .018 .666 1.502
Dummy_Machinery -.164 .081 -.218 -2.023 .046 -.094 -.200 -.180 679 1.474
non-ICT investments .033 | .033 | .096 | 1.008 | 316 | .155 | 101 | .090 | .863 | 1.159
Ln_Leve|_of_eductation .038 .013 .282 2.862 .005 314 278 .254 812 1.231
Log transformation of .022 .027 .088 .833 407 .196 .084 .074 .701 1.426
number of employees
ICT_Investments -.012 .024 -.050 -.484 .630 .078 -.049 -.043 748 1.338
HRM practices used by .034 .032 .099 1.047 .298 .092 .105 .093 .887 1.127
the organization
CNT_INT_ICT_HRM .027 .027 .094 1.003 .318 .055 101 .089 .904 1.106

a. Dependent Variable: Norm_Labor_Productivity

Table 14: Coefficients model 1,2 and 3
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Appendix 4 — Additional regression analysis

Construction moderating variable

Question number Indicator

TA Standardized and detailed work instructions

7B Measures to improve internal logistics

7C Fixed process flows to reduce setup time or
optimize change-over time

7D Integration of tasks

7E Production controlling following the Pull
principle

7F Display boards in production to illustrate
work processes and work status

7G Methods of assuring quality in production

TH Certified quality standards

71 Certified energy management system

7] Methods of operation management for
mathematical analyses of production

7K Certified environmental management system

7L Instruments to promote staff loyalty (e.g.,
attractively ~ designed  responsibilities,
offering learning opportunities, flexible
working hours, childcare)

™ Training on the job (e.g., job rotation,
organized exchange
of experiences with colleagues, TWI)

7R Experimentation for employees in the
production

7S Instruments to maintain elderly employees

7U Broad-based employee financial
participation schemes
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Pearson’s correlation matrix additional regression

SR [|EZ 5O = = = Q @) =z 5 &L 2892
7|23 |2 | E|E | E |5 E | & |8 |5i|eE|E
= S = = 3 (= = = a fmpd e - <!
=] <3 25 ® 2 = g S =4 = 2.
) = = & & =] S S N
= ==| 52 2 = 3 & | = =, ®
I : ;
g =2 =4

ICT- 1

investments

Norm Labor

productivity 074 !

Organizational 204%% | 251%% | 1

innovation ' '

Metal -.044 |-.051 |[.062 1

Food -049 [-.134 |-.004 -150% |1

Textile -.054 |-.136 [.070 -202%*%1-123 |1

Construction |-.008 ([-.113 ].001 -079 |-.048 |-.065 1

Chemical .054 .145 -.029 - 190** | -.116 |-.156* [-.061]1

Machinery .088 -116 |-.096 -242%% | 147* | -.199** | -.077 | -.187** | 1

Electronic -.004 |.165 -.001 = 272%% 1 - 166% [ -.224%% | -.087 | -.210%* | -.268%* | 1

Level. of .081 .289%* | .180* 120 -.080 1.023 .052 |.015 .001 -111]1

education

Other . 168* |.154 185% .094 -.048 |-.185**|.114 |.030 .096 -.061 [ .053 1

technologies

Ln Firm size 314%* 1.097 227*%% 1-0.65 .094 [-.074 ].030 [-.103 JA59%  1-.018 [.301** ].136

*_ Correlation is significant at the 0.05 level (2-tailed).

**_Correlation is significant at the 0.01 level (2-tailed).
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