E-LEARNING AND HUMAN CAPITAL DEVELOPMENT IN
ORGANIZATIONS

Ph.D Professok uca Refrigeri

Abstract: In 2000 the European Union founded knowledge ecgnseiting the goal of
making Europe the most competitive and dynamic letge based economy in the world. The
development of a modern knowledge economy reffelasger transition from an economy based
on land, labour and capital to one in which the maomponents of production are information and
knowledge. Because of that, the most effective mastmnomies will be those that produce the
most information and knowledge and make that inédlon and knowledge easily accessible to the
greatest number of individuals and enterprises.
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The potential for individuals, organizations amuuctries to benefit from this emerging
knowledge economy depends largely on their edutaskills, talents and abilities, that is, their
human capital. As a result, governments are inargigsconcerned with raising levels of human
capital, chiefly through education and training,iethtoday are seen as ever more critical to
fuelling economic growth.

However, formal education is only one part of fanmihuman capital. In many ways it is
more useful to think of human capital formation adife long learning process rather than as
education.

From an economic and employment perspective, tinisam potential for life long learning
is assuming ever greater importance. Meanwhile,diagnging technologies are creating new jobs
unheard of only recently or radically altering whairkers need to know to perform their existing
jobs. Consequently, people now need to continueldping their skills and abilities throughout
their working lives.

This policy looks at the concept of human capital,increasing importance to economic
growth, and how governments and societies can wmrevelop it during early childhood, the
years of formal education and adulthood.

The idea of human capital can be traced back at safar as the work of the 18th century
economist Adam Smith, but it was only in the lagb0s and 1960s that it began to emerge as an
important economic concept. At that time, econosngtch as Theodore Schultz and Gary Becker
began using the “capital’, a economic concept,Xplan the role of education and expertise in
generating prosperity and economic growtre¢BerG., 1962, 1964; &HuLtz T.W. 1960, 1961).

They argued that people invest in their educatiwh taaining to build up a stock of skills
and abilities, a capital that can bring a long-teeturn. This investment can also benefit the
companies were they work and the national econoaridshelp fuel economic growth.

Typically, then, human capital is broadly definesl & combination of individuals’ own
innate talents and abilities and the skills andneg they acquire through education and trainihg.
is worth noting that the business world, which bagerly embraced the concept of human capital,
tends to define it more narrowly as workforce skdhd talents directly relevant to the success of a
company or specific industry.

In the last years human capital is associated avitvide range of both economic and non-
economic benefits; these include improved heatthgér life spans and a greater likelihood of
involvement in community life.

Economically, the returns to human capital can leéeustood in terms of the prosperity of
the individual's, the organizations and of the o&l economy. At the individual level, earnings
tend to increase quite sharply as an individuaiel of education rises. In some OECD countries



earnings for workers with a university educatioe about 25% higher than for those who only
finished secondary school. In others, this difftiedns even more noticeable, and rises to as much
as 120%.

1. The benefits of the investmentsin human capital on the organization

The economy knowledge has changed the world okwweer the past couple of decades.
The knowledge workers are increasingly pivotal coremic success in developed countries. The
benefits on organizations gains by using an effedtiaining strategy to develop the human capital
need to analyze both in terms of the importanab®ievel of training of the employees at the point
in which they join the organisation and the levedyt reach once they are already within the
organisation.

1.1.The benefits of general training and specialisathiing

A. Barrett (2001) by means of certain empiricaldsts undertaken on various countries has
examined the links existing between the benefittaiobd both by the workers and by the
companies in which they work through either genemakpecialised training. General training,
which may be adopted by all companies, has positing not outstanding, effects, both on
productivity and on the salaries of the workerg, ias a smaller impact on company performance.
It can, then, create significant advantages foritigévidual and society in general. On the other
hand, specialised training has a greater impadhercompany, as it increases the productivity of
the worker within the company investing in humasotgce training through training activities
which are specific to their own particular needsall cases, there remain significant differences i
the perception of the value of training betweenithkvidual, the firm investing in the training and
society as a whole k$soNB., JOHNANSONU., LETNERK.H., 2004).

Generally speaking, there are no studies availallieh link the remuneration rates for
workers directly with company performance. The mustlely-shared hypothesis is the one
assumed by the classic theory of human capital,sabdequent interpretations, which maintains
that at greater levels of education, a higher prtdity is achieved by the worker concerned, which
will be reflected in economic growth or in otherrrfes of improved results for the individual
company or organisation.

In addition to the main, purely economic literafuteere are studies on the management of
human resources which show the results of the impachuman resource training on the
performance of organisations. These essentiallessdthe divide between the analyses of workers’
remuneration rates and the studies on a macroecomevel. These studies confirm that companies
which employ managers, professionals and othehhmylmalified personnel generally achieve better
market results.

That the employee is a fundamental element of garesation’s competitive advantage
now seems to be a conviction which is shared bysdholars (PEFFERJ, 1994; WRIGHT P.M.,
McMAHAN G.C.,McWiLLIAMS A. 1996). It then follows, furthermore, that the gtyabbf human
resource management can be considered as a deteyniactor in the performance of an
organisation, recognising the differentiated vatuéhe role performed by the managers and various
other human resources.

1.2. The central nature of the managers’ role

In the literature mainly produced in English, amgument emerges which is of great
importance for the management of human resourcdsoeganisations, the central nature of the
managers’ role. It is generally accepted that tlmagement capacity of the administrative bodies
within an organisation represents a fundamentaheh in determining the sustainable growth rate,
to the same degree as the organisation’s size amklempower. Consequently, the consideration
scholars give to the level and nature of qualifarad held by employees is important, particulanly i
relation to higher positions ®ADBERRYS.N.,WAGNERK, 2006)

Empirical models generally relate the performanéethe organisation directly to the
qualifications held by the employees belonginghat torganisation, with their skills and abilities
and other variables which may influence a comparegsilts.



Of significant importance is the issue relatinghte use of qualifications as indicators of the
guality of employees or of managers in so far as écknowledged by scholars that education and
training provide individuals with the necessary Wiedge and skills for them to improve their
productivity in their position of employment. Itrcgherefore be deduced that it is certainly possibl
to assume, and only in certain empirically verifeabases, the existence of a direct relationship
between the result of an organisation in econoeims$ and the qualifications of its employees,
even if it must be taken into account that the acabilities or quality of skills possessed by an
employee do not always correspond to the qualiboatheld.

A further issue involves the relationship betweeadership and the results of an
organisation. There are various stances on theatgfdeadership on organisations. Some maintain
that the growth of formal and informal organisatibstructures in large organisations occurs by
itself, thus limiting the influence of single indiwals, including that of the chief executive, and
that, in fact, situational and organisational fastare what are important in leadership. Others,
however, maintain that leadership is a determifawgor in times of growth and development and
crisis, but that it is negligible when the orgatisa more or less maintains its status quo. Others
turn emphasise the fact that, whilst the leadarréigs nonetheless essential, the person effegtivel
selected for that role can be entirely secondary

1.3 Development and training strategies within the pany

For some years, in issues relating to the traimhduman resources and organisations,
particularly those with a commercial purpose, theus has been placed on the relationships
between strategies and performanceng-or 1998; TESSARINGM., 2001).

Within this field of research emerges the relatiopsetween the culture of research and
development at management level and the organmability and willingness to innovate. From a
study undertaken in the United Kingdom on severahdned manufacturing organisations
(BoswoORTHD.L., WiLsON R., TAYLOR P.,1992), direct and indirect links, through innovati@re
evident between qualifications and the company’sketaresults. In fact, in spite of the levels of
education of the managers, the ability to innovateves to be relatively low, redirecting the
phenomenon to the typology of the studies of tiseueces themselves. The research, based on the
amount of new technology introduced into comparhes, shown a positive correlation between the
likelihood of innovation and the existence of graghs within the workforce. In general,
organisations which adopt advanced technologiefoqperbetter than other, more conventional
organisations. In particular, they know how to opse their potential and show a higher increase in
production and in market shares. Nevertheless,nsetuence of their ability to operate to their
maximum potential and to be more dynamic is theléany of organisations to turn their attention
towards the limited number of qualified employees.

The conclusion of the research has highlighted ghbsitive relationship between the
presence of graduates and the economic perfornwrtbe organisation as well as the existence of
a more direct relationship between graduates ghyenad company performance with respect to
the results which can be obtained by making usesgfecific type of degree.

Other studies have shown a link between the lef/@edormance, in terms of profit, and
the qualifications of the management staff. Of ipalar interest is the connection found between
the manufacturing companies managed by chief exesutvith a degree and/or higher education
qualifications, and a more frequent achievemeihigtier levels of profitability (V\dopW.J. 1992).
These studies focus on the management staff, makeglistinction between executive and non-
executive; others, however, simply refer to manag@rn general (BRRY R.,LEEJ.W.,2001).

Whilst there seems to be no theoretical stancebtamd demonstrating that a specific level
of education for management can make a great €ifter to the organisation’s level of results, it is
possible to acknowledge the essential role of foafions with regard to the results of
organisations, taking into account the fact thaaarsations run by qualified managers tend to
perform better than those with less qualified mansg



Consequently, a significant outcome of the reseaociterns the contribution of the cultural
training of management, in that organisations rynmanagers with a non-technical background,
achieve better results.

A fundamental issue is the definition of an indarator measuring the organisation’s
performance. Some of the literature mentions thiefdat growth may be a reliable indicator; this
stance does not, however, seem to be confirmedripirieal proof. Moreover, it seems that the
traditional theoretical models do not retain themhn resource training variable capable of
influencing the growth of an organisation.

Other theoretical stances focus on the organisatmofits, although the theory of private
remuneration rates does not seem appropriate,dmingy that it is founded on the principle that
individuals are rewarded on the basis of their imalgoroductivity. Whatever the case, the logical
grounds seem to respect the current trend in th#agmment market, according to which the more
gualified workers receive more attractive offerseaiployment as they are capable of producing an
extremely high profitability for the benefit of tleeganisation in terms of profits, and of the waske
in terms of remuneration.

1.4 Investments in training and company performannalysis

Analysis of relationships between investments aining and company performance has
been produced over the last twenty years. Of saamf importance is the methodology applied in
the research, which consists of drawing internati@mpirical comparisons of productivity and of
the relevant investments made in education anditigaiiby several European countries: Germany,
France, Netherlands, United Kingdom and others.

The importance of this research lies in the faet ih uses data relating to professional
training, together with the more commonly adoptexhsures relating to the years of education. The
focus is not so much on the statistical impact reé additional year of education and training on
productivity, but rather on the results of investitsemade in human resources of varying type and
quality.

Of interest in this regard is the work undertakgrite English academic S. J. Prais, who in
1995 compared the national statistics on the wockf@f several EU countries between 1988 and
1991 (PrAIS S.J., 1995). From the data analysed, marked difte® emerge in the professional
qualifications at an intermediate level betweenEkkecountries taken into consideration. By way of
example it must be remembered that during thosesyieathe United Kingdom only 25% of the
entire economically active population gained prsi@sal qualifications, in France 40% and in
Germany 63%. The greatest divide has been ideshtifiethe training for small businesses with
respect to that for the technical area: around 6f#%e workforce in the United Kingdom achieved
no professional training qualification, in Franc@@®and in Germany only 26%. From his analysis
Prais concludes that the United Kingdom was anousalo the relatively low proportion of the
workforce who had benefited from formal professiamaining and who had gained professional
gualifications as a result of examinations.

Although in the years following the period studib@ investments in professional training
in all of the Member States have experienced variat the differences between the Countries
continue to create differences in the productivify resources and thus in the results of the
organisations.

There have been many studies carried out by rdsemrat NIESR (National Institute of
Economic and Social Research) in the UK. With awie identifying a model to demonstrate the
link between a more educated and better traine#tfae and the increase in production achieved
per worker. These studies do not relate exclusiteeBritish organisations but also to those of othe
EU countries, although the sectors concerned amifted as those relating to the metal, textild an
food industries, as well as certain organisationghe service sector in general. These have been
able to maintain that acquiring skills in the wande is a fundamental factor for increasing
productivity, measured in terms of production pefividual worker.

Studies have been undertaken in various sectarsidimg banking (MsSoN G., KELTNER
B., WAGNER K., 1999) and ceramic tableware industriesR{s V., O'M AHONY M., WESSELSH.



2002), from which it can be deduced that in Germdfmance and the Netherlands, where the
percentage of professional training qualificatievess higher, the productivity of the worker was
higher in comparison with workers in the same gsdtothe United Kingdom.

Even more recent is the comparison between theeappeship training systems in various
European countries produced by H. Steedman, fromchwvhe has identified connections in the
productivity of the individual. The study {BebpmAN H., 2001) has shown significant shortcomings
in the British approach, and these have led tangerior quality of professional training for young
workers.

Another study (O’'M\HONY M., DE BOERW., 2002) in this regard confirms that the United
Kingdom continues to remain behind in comparisothvermany and France in terms of work
productivity, and this divide can be mainly expkdnby the different levels of investment,
particularly in training. This study, predominangiiatistical, compares work productivity not only
with respect to the economy as a whole, but algelation to around 10 general industrial sectors.
It uses education and training statistics, divided different levels, in order to quantify theatle
abilities of the workforce in the different coumsi The study has, furthermore, identified a
significant relationship between work productivityd the measured abilities of the workers in the
various industrial sectors of the countries conedrn

2. The contribute of e-learning on the human capital development of the small and

medium sized-companies

Over the past year, e-learning has been varialestgribed as the solution for all corporate
learning problems or as a vast disappointment. Whth human capital as the organization’s
renewable resource, the primary goal for all leagnvithin an organization is the development of
all its human capital. The fundamental elementis investment and nurturing process is making
sure that employees’ personal goals are aligneld tvé organization’s goals; no organization will
realize its full potential if employee goals andpmrate goals are misaligned.

Research carried out in different European andnaltistudies and in projects shows that e-
learning is used mainly in big companies and lassmall and medium sized-companies. The main
reason is the lack of resources and time to deviedoping by e-learning and the new goal of the
research is to help small and medium sized-compatoiebuild participative suitable models of
training based on e-learning. Some years ago,ntineduction and use of e-learning in small and
medium sized companies has been seen as unprolaemdf in fact, as a royal path to answering
training needs in help small and medium sized-congsa It was assumed that managers of small
and medium sized-companies would recognize thelgmolof meeting adequately the continuous
training needs of their staff for innovation andtthhe updating of professional knowledge and
skills could be supported by e-learning, as chpegb,in time training taking place on-line and/or a
the working place.

Research carried out in different European andnatistudies (ATwELL ET AL., 2003) and
in projects (EER ET AL, 2006) show that e-learning is used ever since mairbig companies and
that help small and medium sized-companies usengitt@nd e-learning predominantly for product
advertising, particularly through web sites, antyai% for human resources training.

Training culture within small and medium sized-canigs which is often dependent on
trainer and conventional training methods; skikeded for a more independent approach and the
use of new media for learning are missing. Theeeleck of long-term vocational strategies for the
staff based on deep analysis of their qualificatierds, one of this is the “learning by doing”.

Often the managers have not enough knowledge aratreonvinced of the effectiveness of
e-learning and the staff has a lack of time andvabbn to test new learning methods.

Appropriate software and contents for small andiomadsized-companies are missing. The
major part of commercial e-learning software is elt&tl on the requirements of big enterprises or
higher education and small and medium sized-conegacan not afford to pay tailor-made ones.
The existing training offers in supporting specibasiness needs of small and medium sized-
companies are often inadequate and/or unattraciv@ntinuous cooperation between e-learning



developers, providers and small and medium sizeapemies which could improve this situation is
missing.

For future development it is necessary to stremgtbeoperation with other small and
medium sized-companies, with large enterprised) waining providers and public institutions like
for example Chambers of Commerce or University resntOne suitable solution for small and
medium sized-companies is to build communities k@cpce (RLLOFF ET AL., 1999; JOHNSON
2001;WENGER ET AL, 2002) to share knowledge, to apply best practinec¢hnology-enhanced
learning and to develop business-oriented model®g-t#arning for them. Such forms of co-
operation could stimulate new experiments, newoastand new directions for learning.

The European Commission and almost all European Idertates provide support in
some form or other to the fostering of e-learningsmall and medium sized-companies, but in
many countries education and training are fragntewi¢gh responsibilities in different policy areas
and agencies. As a result there is a lack of iatedgrsupport services for small and medium sized-
companies in which learning, and in particular a&4héng, is a key component in the portfolio.

European small and medium sized-companies in pattipestarted projects with the aim to
improve the e-learning use as training strategyphbsticipative development of sustainable e-
learning based training strategies and models fooducing e-learning to be followed by the
companies introducing new media and training cotscép involve only minimal changes in the
structures and processes of the company for theptanace by trainers and the staff of the new tools
and learning methods.

Usually a strategy of cultural change includesvéesg of the organisation, its infrastructure,
learning culture and business strategy as apptepigathe new learning objectives, concepts and
methods. The advantages of e-learning should bevikrtwy managers and staff and evaluation
procedures should be carried up regularly for teaening programmes. The introduction of e-
learning should be integrated into the whole gicalifon programme of the company and supported
by technical and organisational measures and krmel@bout e-learning market and cooperation
with an e-learning provider to develop a commurmitypractice (H\RGADON, S.,2006;BUSSE ET
AL.,2007).

3. Conclusions

E-learning should be approached via a new paradigne where instruction and
information are involved in a recursive process, agproach which counters the concept of
linearity. New ways of thinking about how peopledasrganizations learn and new technologies
favour the emergence of principles of e-learningt tileliver both business and individual
opportunities.

Faced with the growing demand for life-long leaghinvhether in business or in formal
education, it is becoming imperative to revalue #uucational environment and to propose
resources and tools which respect the diversitiearning styles to define the link between e-
learning and knowledge management However, e-legris not just online training. The new
approaches to e-learning include not only the ums$ional strategy but also the informational
strategy, because people learn in many differeysvea that access to information is as essential
for learning as is instruction. He recognizes thatause the online information is not always well
structured, it is necessary to work in an arealtaatcome to be known as knowledge management.
Like e-learning, knowledge management is facildat®y technology, but it is primarily about
people, working together and about communicatidms Ts what the new approaches confirm in
relation to the applications of knowledge managenrethe organizations and companies. It is not
only a means to resolve technology and informatienagement problems, but also a socio-
organizational and cultural process allowing thenpotion of learning, creation and innovation.
Thus, we can argue that the knowledge managemenbeainderstood as an information system
which codifies the knowledge, but also as a dyngmmicess in which knowledge capital is created
through learning. It does not mean that the inftiaction of the knowledge management should be



abandoned, but that the human element with owntalaphd its cognitive properties has to be
integrated (ALix 2003).

Just like knowledge management, e-learning origmarom a strategy that is both
informative, informational strategy, and instruaid, learning, but also from cognition. In addition
the human element enters on the scene and intevébtsll other elements in a complex process.
The challenge is to propose a new way of thinkingyropose a paradigm, on which any scientific
method is based, which has the principle of recoggithe interactions that our minds should
distinguish, but not consider in isolation @&iN, 1990).

In order to work efficiently in new upcoming contexo develop the human capital of their
organization the small-medium size companies agaired to improve their learning strategies and
e-learning can contribute to the achievement olede&knowledge, competences and abilities. It is
important, to help small-medium size companiesasigh, implement and evaluate suitable models
of training for them based on e-learning, withimgounities of practice because many companies
have not always the resources and knowledge thig@lone.

The last important aspects to be considered amxamination of small-medium size
companies current position and business goalsja@went of solutions to improve their situation,
a professional establishment of vocational traimiegds of the staff in this context and to inclade
learning as a part of the company training plant thddresses and resources infrastructure,
development, media and a didactic approach. Agkesbenefits gained for organisations through
the utilisation of an effective training strategy.
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