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ABSTRACT 

In this study, an effort is made to measure the relationship between HR practices 

and Perceived business performance, by considering Knowledge management 

as the mediating factor. The results revealed that there are no structured HR 

practices in the areas of manpower planning, training and development, Pay and 

benefits and performance appraisal. Therefore, the chawki rearing silk units are 

required to frame a suitable HR model to monitor, maintain, and evaluate HR 

activities continuously in order to enhance the working style of its employees. 

Key Words: Human Resource Practices (HRP), Knowledge Management (KM) 

and Perceived Business performance (PBP), Chawki Rearing Silk units (CRSU). 

BACKGROUND INFORMATION 

Sericulture is a highly labour intensive and rural based cottage industry. It is the 

only cash crop that gives returns within 30 days with minimum investment and 

maximum employment potentiality (ITC Silk Review, 2016). Asia is the main 

producer of silk in the world with 95 % of total global output.  China, Japan, 

South Korea, Brazil, Thailand, Iran and India are the leading producers of silk in 

the world and the demand for silk is annually increasing by 5% due to increased 

demand for silk fashionable clothing items from developed countries like USA, 

Germany and East Europe etc (Insulander, 2014). According to Annual Report 

of Central Sericulture 2016, chawki rearing silk units in India are struggling to 

gain sustainable business growth, because of three reasons – 1. This sector did 

not pay more attention to HRM practices. 2. HR issues in this sector have been 

relatively neglected by the policy makers. 3. This sector does not have systematic 

KM practices, because of this; they are not able to introduce quality products and 

process with updated technology. Therefore, it has become cry of the hour to 

study the HRM practices in Chawki rearing silk units and its relationship with 

perceived business performance, by considering KM as the mediating factor. 

Statement of the Problem: 
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From literature review, it was found that lack of research on HR practices in 

sericulture sector has resulted in lack of information about the working style of 

the people in this sector. On the other hand, current HR theory has been 

developed and tested in large organizations and mostly by developed 

economies. As a result, little is known about the extent to which such theory 

extends to small organizations like sericulture sector. Again, KM as a mediating 

factor to HR practices and PBP has received little attention in research in 

sericulture sector. Therefore, the present study is undertaken, where an effort is 

made to find the answer to the following questions: 
 

1. Is there any relationship between HR practices, KM and PBP in Chawki 

rearing units? 

2. Is there any mediating effect of KM on the relationship between HR 

practices and PBP in Chawki rearing units? 
 

Conceptual Model 
 

 

Figure 1 Conceptual Model 
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Figure 1 depicts the conceptual model of the research. According to the model, 

first, the independent variable (HR practices) must be shown to affect the 

dependent variable (PBP); second, the independent variable (HR practices) must 

affect the presumed mediator (KM); third, variations in the mediator (KM) 

significantly account for variance in the dependent variable (PBP) and lastly, the 

effect of the independent variable (HR practices) on the dependent variable 

(PBP) significantly reduces when the mediator (KM) is considered. 

HYPOTHESIS BASED LITERATURE 

HR Practices and Business Performance 

There is a well-documented and established linkage between HR practices and 

Business Performance (BP). For instance, Becker & Gerhart B (2006) examined 

the ability of high-involvement HR practices to predict BP. They found that high-

involvement HR practices, namely selective staffing, extensive training, 

empowerment and performance management are significantly linked to BP 

(financial and non-financial indicators).  

Tan & Nasurdin (2011) measured the impact of seven HR practices (career 

planning, compensation, employee participation, job definition, performance 

appraisal, recruitment and training) on PBP. Authors used regression analysis 

and the results revealed a positive effect of such practices on PBP (productivity, 

profitability and market valuation). Huselid, (2005) explored the impact of 

compensation, HR planning, job design, job health and safety, performance 

appraisal, staffing and training on PBP (sales, cost reduction, customer 

satisfaction inventory turnover, product rejection and lead time). Their results 

indicated that around 50% of a firm’s BP could be traced back to the effective use 

of HR practices. Some of the research scholars (Tzafrir & Gur, 2007) conducted a 

study to investigate the impact of HR practices on BP in an organization. They 

found a positive relationship between HR practices (job design, manpower 

planning, quality circles, recruitment and selection, training and development, 

and pay systems) and BP (profitability, return on investment and business 

growth rate). Collins, & Clark, (2013) conveyed that high-performance HR 

practices (careful selection, enhanced jobs, extensive training, high payments, 

information sharing and performance feedback) are positively correlated to BP 

(financial indicators like sales, cost of production, profitability and non-financial 

indicators like customer satisfaction, quality, and new product development). 

Kumar, K. 2008, Successful business management of SMEs largely depends on 

the quality of human resource that supports companies in securing sustainable 
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business growth. Therefore, high-quality personnel are considered as key factors 

for the growth of SMEs. Several scholars (Tan & Nasurdin, 2011, Collins, & Clark, 

2013) scholars have highlighted nine areas (viz., HR Planning, Recruitment & 

Selection, Training & development, Work place management, Team Work, Pay 

& benefits, Employee empowerment, performance Appraisal and Employee 

recognition) in which more research is needed  

H1: There is a relationship between HR practices and Perceived Business 

Performance 

Human Resource practices and Knowledge Management 

Chen & Huang (2009), examined the effect of best practices in HR (compensation 

and incentives, contingent on performance, employee health and safety, 

employee involvement, internal communication arrangements, extensive 

training, harmonization, internal career opportunities, job descriptions, selective 

hiring, use of teams and decentralization) on KM and the results supported the 

hypothesis that best practices in HR positively affect KM (Knowledge creation, 

storage, transfer and application). Gloet, (2016) confirmed the positive impact of 

HR practices (employee participation, performance appraisal, reward and 

compensation, staffing, training and development) on KM (knowledge creation 

and improvement, knowledge learning and acquisition and knowledge sharing). 

According to Jime´nez-Jime´nez,R.,&Sanz-Valle,R. 2015, innovative firms treat 

HR practices as the organization’s strategy to encourage team responsibilities, 

enhance organizational culture, and build up customer relationships through 

participation and empowerment. In turn, it will help to create market for new 

products and services., Other researchers (Gloet, 2016) Jime´nez-Jime´nez, R,, & 

Sanz-Valle, 2015) observed that best practices in HR positively affect KM 

(Knowledge creation, storage, transfer and application). Relatively few studies 

have focused on HR practices and KM. Therefore, in this paper an effort is made 

to link HR and KM practices.  

H2: There is a relationship between HR practices and Knowledge management 

Knowledge Management and Business Performance 

Shepherd, & Ahmed, (2010), examined the impact of KM systems (knowledge 

creation, acquisition, codification, sharing and transfer and measurement) on 

PBP. The results emphasized the positive relationship between KM processes 

(i.e. knowledge accumulation, knowledge sharing and knowledge utilization) 

and PBP. Merx-Chermin & Nijhof, (2015) found a significant impact from three 

dimensions of KM processes (i.e. knowledge accumulation, knowledge sharing 
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and knowledge utilization) on PBP.  Choi & Lee. (2013) explored the relationship 

between KM maturity (i.e. knowledge capture, knowledge exchange, knowledge 

internalization and knowledge re-use) and PBP (customer satisfaction, employee 

satisfaction, growth, intangible value, leverage, liquidity, profitability and 

shareholder satisfaction) and results provided the evidence supporting the 

hypothesis that the effective use of KM is positively related to superior financial 

performance. As limited number of studies has considered perceived business 

performance as dependent variable and knowledge management as a mediating 

variable, an effort is made in this study to measure the relationship between KM 

and perceived business performance.   

H3: There is a relationship between Knowledge management and perceived 

business performance 

Knowledge Management, Human Resource practices and Business 

Performance 

Knowledge management (KM) has been conceptualized as the process of 

acquiring, sharing and applying knowledge to enhance business performance 

(Scarbrough, L. 2013). Knowledge is a strategic resource to any kind of business, 

which want to stay competitive (Shepherd, & Ahmed, 2010). This fact is 

supported by many studies. For instance, Chen & Huang, (2009), study 

evidenced that knowledge management, mediates the relationship between an 

organization’s culture and organizational effectiveness. Further, Scarbrough, 

(2013), Study reveals that knowledge management mediates the relationship 

between human capital and Organizational performance. Again, Sackmann 

(2012) study evidenced that knowledge management mediates the relationship 

between an organization’s culture and structure, and organizational 

effectiveness. 

Tan & Nasurdin, (2011) indicated that KM processes (i.e. knowledge 

accumulation, knowledge sharing and knowledge utilization) mediate the 

relationship between HR practices (education and training, rewards and 

incentives, employee empowerment, open communication, employee 

involvement and workforce flexibility) and BP. Since HR practices are assumed 

to be a managerial process that allows firms to manage effectively so as to 

improve the organizational performance, it is important to view knowledge 

management as the ― black box underlying the relationship between HR 

practices and business performance, which has received less attention in 

previous studies. Thus, this study sought to examine the indirect relationship 
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between HR practices and perceived business performance via knowledge 

management effectiveness. 

H4: Knowledge management mediates the relationship between HR practices 

and Perceived business performance 

RESEARCH METHODOLOGY 

The study used cross-sectional design with a face-to-face administered survey 

questionnaire for data collection. The questionnaire was designed on the basis of 

measurement scales from earlier research and submitted to 10 experts for content 

validity analysis. Twenty items found irrelevant and were deleted, while other 

66 were paraphrased subsequent to the suggestions made by experts in order to 

fit the study context. For the purpose of the study, primary data is collected from 

employees of chawki rearing silk units and secondary data is collected from 

annual reports, journals, newspapers, thesis, websites etc.  

Location of the Study 

Sericulture has spread to all districts of Karnataka in varying degrees. It is 

characteristically found that mulberry cultivation and silk worm rearing are 

predominant in and around Karnataka state. The contribution of Karnataka to 

sericulture farmers of other states is phenomenal in the areas of marketing, 

mulberry cuttings and other inputs. The transformation of technology of 

improved sericulture has taken place very naturally from Karnataka to other 

states.  

Further, in Bangalore rural, Chikaballapur, Kolar and Ramanagaram district of 

Karnataka, the sericulture is carried on row system and that too, under irrigated 

conditions. Mulberry cultivation under rain fed conditions is very meagre and 

negligible in these districts. (ITC Silk Review, 2016). Therefore, the author 

selected these 4 districts as research location. The information regarding the 

number of villages is obtained from the department of sericulture at the district 

headquarters. 

Measures (Dear Editor only 60 tems lited but above mention 66 item after 

deletion) 

The items developed and tested by previous scholars, which indicated high 

reliability and unidimensional were included in the study. For instance, the 

construct of HR practices comprised of HR Planning (3 items), Recruitment & 

Selection (4 items), Training & development (5 items), Work place management 

(9 items), Team Work (3 items), Pay & benefits (6 items), Employee 
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empowerment (3 items), performance Appraisal (9 items) and Employee 

recognition (8 items), were measured by using the scale adapted by Tan & 

Nasurdin, (2011). Knowledge Management (3 items), were measured by using 

the scale developed by Chen & Huang, 2009. Perceived business performance (7 

items), were measured by using the scale adapted by Paauwe, (2006). The 

response format was based on a five-point Likert scale ranging from (1) 'strongly 

disagree' to (5) 'strongly agree'.  

Confirmatory Factor Analysis 

Confirmatory factor analysis uses construct validity to prove that the instrument 

is valid and reliable. 

Construct Validity: construct validity includes the following: convergent 

validity, discriminant validity, face validity and nomological validity. 

1. Convergent Validity: Convergent validity includes three indicators: 

significance of factor loading, reliability analysis, composite reliability 

and average variance extracted (AVE). 

● Significance of Factor Loading:  The value of factor loadings (λ), should 

be statistically significant and larger than minimum threshold of 0.70. 

(Fornell and Larcker, 1981, Hurley et al., 1997). 

● Reliability Analysis: Cronbach’s Alpha coefficient is a value for 

reliability having values from zero to one. Its higher value indicates 

greater reliability. Generally, scholars use 0.7 as a minimum level 

(Jolibert& Jourdan, 2006). 

● Composite reliability: Composite reliabilities should be greater than 0.80 

(Fornell & Larcker, 1981, Hurley, et al., 1997). 

● Average Variance Extracted: average variance extracted for all the 

measurement items should be higher than minimum threshold of 0.50 

(Fornell and Larcker, 1981, Hurley et al., 1997). 

2. Discriminant Validity: The study uses the Fornell and Larcker (1981) 

typology to assess the discriminant validity. This approach suggests that 

average variance extracted (AVE) for each construct should be larger 

than squared correlation between the same constructs and any other 

constructs. 

3. Face Validity: The opinions expressed by HR consultants were obtained 

to measure the face validity of the questionnaire. After analyzing the 

results, researcher found that the items included in the study were 

suitable for inclusion in the scale.  
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4. Nomological Validity (Non-Logical Validity):Defined by Cronbach and 

Meehl, this is the set of relationships between constructs and between 

consequent measures. The relationships between constructs should be 

reflected in the relationships between measures or observations. In the 

present study, the correlation matrix of all the possible linkages among 

the constructs found as per the law of nature. Hence, nomological 

validity ensured (refer Table 2) 

 

Table, 1. Convergent Validity Test  

 

Constructs 

Measur

ement 

items 

Standard 

Loading 

 

Cronbach 

Alpha 

Composite 

Reliability 

(CR) 

Average 

Variance Extracted 

(AVE) 

HR  

Planning 

HRP1 0.87  

 

0.98 0.91 0.74 

HRP2 0.84 

HRP3 0.81 

 

Recruitment and 

Selection 

RS1 0.86  

 

 

0.90 0.84 0.67 

RS2 0.87 

RS3 0.81 

RS4 0.77 

 

Training and 

Development 

TD1 0.83  

 

 

 

0.74 0.82 0.61 

TD2 0.77 

TD3 0.87 

TD4 0.88 

TD5 0.76 

 

Workplace 

Management 

WPM1 0.78  

 

 

 

0.90 0.83 0.69 

WPM2 0.83 

WPM3 0.77 

WPM4 0.87 

WPM5 0.88 

WPM6 0.76 

WPM7 0.78 

WPM8 0.81 

WPM9 0.73 

 

Team work 

TW1 0.86 

0.72 0.91 0.74 TW2 0.78 

TW3 0.81 

 

Pay and Benefits 

PB1 0.76 

0.81 0.84 0.69 

PB2 0.83 

PB3 0.89 

PB4 0.81 

PB5 0.83 

PB6 0.78 
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Employee 

Empowerment 

EE1 0.76 

0.92 0.86 0.64 EE2 0.83 

EE3 0.89 

 

Performance 

Appraisal 

PA1 0.86 

0.96 0.82 
0.67 

 

PA2 0.81 

PA3 0.93 

PA4 0.73 

PA5 0.76 

PA6 0.83 

PA7 0.89 

PA8 0.78 

PA9 0.86 

 

Employee 

Recognition 

ER1 0.81 

0.94 0.84 0.69 

ER2 0.83 

ER3 0.78 

ER4 0.86 

ER5 0.81 

ER6 0.93 

ER7 0.73 

ER8 0.78 

 

Knowledge 

Management 

KM1 0.76 

0.78 0.91 
0.84 

 

KM2 0.83 

KM3 0.89 

KM4 0.81 

KM5 0.83 

KM6 0.78 

KM7 0.86 

KM8 0.73 

KM9 0.76 

 

Perceived 

Business 

Performance 

PBP1 0.76 

0.78 0.91 0.74 

PBP2 0.83 

PBP3 0.89 

PBP4 0.81 

PBP5 0.83 

PBP6 0.78 

PBP7 0.86 

 

 

● In this study researcher used Cronbach’s alpha to measure the reliability 

of statements. The Cronbach alpha values for the eleven constructs 

exceed the recommended value of 0.70, which demonstrates that the 

instrument is reliable.  

● In the present study, the loading items (λ) lie between 0.73-0.91, 

composite reliabilities ranges from 0.80-0.95 and values of AVE come 
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between 0.61-0.74. The results indicate that measurement model meets 

the criteria of convergent validity. 

 

Table 2: AVE and square of correlations between constructs 

The study uses the Fornell and Larcker (1981) typology to assess the discriminant 

validity.  
 

 Constructs 1 2 3 4 5 6 7 8 9 10 11 

1 HR Planning 0.86           

2 

Recruitment 

and selection 
0.55* 0.81          

3 

Training and 

development 
0.62* 0.42* 0.78         

4 

Work place 

management 
0.64* 0.51* 0.42* 0.83        

5 Team work 0.56* 0.51* 0.43* 0.42* 0.86       

6 

Pay and 

benefits 
0.53* 0.42* 0.46* 0.31* 0.49* 0.83      

7 

Employee 

empowerment 
0.44* 0.51* 0.41* 0.43* 0.41* 0.52* 0.80     

8 

Performance 

appraisal 
0.66* 0.49* 0.41* 0.49* 0.41* 0.42* 0.43* 0.81    

9 

Employee 

recognition 
0.42* 0.51* 0.44* 0.44* 0.42* 0.49* 0.42* 0.51* 0.83   

10 

Knowledge 

management 
0.53* 0.52* 0.43* 0.52* 0.51* 0.51* 0.50* 0.43* 0.52* 0.91  

11 

Perceived 

bus.perfor. 
0.62* 0.50* 0.46* 0.52* 0.51* 0.46* 0.52* 0.46* 0.50* 0.55* 0.86 

 

Diagonal Value: Square root of the AVE, Non-diagonal value: Correlation 

Table 2 highlights that square root of average variance extracted is greater than 

correlation of constructs (square root of AVE > correlation of constructs), hence 

discriminant validity is established. So, fulfilment of both convergent and 

discriminant validity test lead to better constructs validity to proceed for further 

analysis. To measure the goodness of fit of the measurement model, author used 

seven goodness-of-fit (GoF) measures namely GFI, RMSEA, NFI, AGFI, CFI, PGFI 

and PNFI and the results are as follows: 
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Table- 3: CFA Results for Model Fitness 
 

Fit index Scores Standardized cut-off value 

Absolute Fit Measures 

χ2/df 2.858 ≤ 2a; ≤ 5b 

GFI 0.860 ≥ 0.90a; ≥ 0.80 

RMSEA 0.053 < 0.08a; < 0.10 

Incremental Fit Measures 

NFI 0.780 ≥ 0.90a 

AGFI 0.843 ≥ 0.90a; ≥ 0.80b 

CFI 0.844 ≥ 0.90a 

Parsimonious Fit Measures 

PGFI 0.768 The higher, the better 

PNFI 0.734 The higher, the better 

 Notes: Acceptability Criterion: a acceptable; b marginal 

(GFI = goodness-of-fit index; RMSEA = root mean square error of 

approximation; NFI = normed fit index; AGFI = adjusted goodness-of-fit index; 

CFI = comparative fit index; PGFI =parsimony goodness-of-fit index; PNFI = 

parsimony normed fit index) 

Results:  

(1) absolute fit measures: X2/df= 2.858, GFI = 0.860, RMSEA = 0.053.  

(2) Incremental fit measures: NFI = 0.780, AGFI = 0.843, CFI = 0.844.  

(3) Parsimonious fit measures: PGFI = 0.768, PNFI = 0.734.  

Table 3 presents the overall fit indices of the CFA model with scores and 

recommended cut-off value, suggesting that all values meet satisfactory levels of 

fit indices, confirming that model is fit and hence is suitable for testing the 

proposed hypotheses. 

Common method bias 

It was noted that since the respondents providing the measures for the variables 

are the same, the study may potentially suffer from the problem of common 

method bias (Podsakoff, et al., 2003). As a result, Harman’s single-factor test was 

conducted to address this concern. Accordingly, all the items from all the 

constructs in the study were included into a factor analysis to determine whether 

a single factor claimed a disproportionately large variance. A scrutiny of the 

results of the test showed that there was no general factor that accounted for a 

majority of the variance (following, Crede et al., 2007; Williams et al., 1989). As 

such, it was concluded that common method factor is present but is not likely to 
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have inflated the observed relationship among variables, such that the mediation 

analysis may become meaningless. 

Sampling and Design 

The total number of chawki rearing silk units located in the select villages and 

satisfying the three criterions (which is explained under the heading sample 

criteria and size) is twenty-four. In each of the select villages, a list of chawki 

rearing silk units, which are engaged in mulberry cultivation and reared silk 

worms in the year 2017, is prepared with the assistance of the extension workers 

of the technical service centres. From each chawki rearing silk units, twenty 

employees are selected at random and thus making the total number of 

respondents to 480. This study is based on data collected from the select villages 

in Karnataka. The study followed multi stage sampling design. In the first stage, 

twenty-four chawki rearing silk units are selected. In the second stage 480 

employees of chawki rearing silk units are selected on random basis. 

Sample Criteria and Size 

In order to maintain uniformity regarding the area selected for the study, the list 

of chawki rearing silk units in the select villages is prepared by adopting the 

following criterion: 

1. The chawki rearing silk units are involved in mulberry cultivation and 

silkworm rearing  

2. The chawki rearing silk units employed  a minimum of 10 employees 

In the second stage, 480 employees from chawki rearing silk units having a 

minimum of five years of experience in this area are randomly (how- feel like 

its convenient ) approached to fill in the structured questionnaire. 

Data Tools for Analysis and Interpretation  

In this study, Inter-correlation matrix is used to measure the relationship 

between HRM practices and PBP, KM and PBP, HRM practices and KM. 

Regression analysis is used to measure mediating effect of KM on the 

relationship between the HRM practices and PBP. 

RESULTS  

Research Question-1: Is there any relationship between HR practices, KM and 

PBP in Chawki rearing silk units? 
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The correlation coefficients between HR Practices, Knowledge management and 

Perceived Business Performance has been worked out and the results are 

indicated in table 4. 

Table 4.  Inter-Correlation Matrix 
 

No Components 1 2 3 4 5 6 7 8 9 10 11 

1 

Human Resource 

Planning 
1           

2 

Recruitment & 

Selection 
0.41* 1          

3 

Training & 

Development 
0.34* 0.32* 1         

4 

Workplace 

Management 
0.38* 0.51* 0.42* 1        

5 Teamwork 0.37* 0.51* 0.43* 0.42* 1       

6 Pay & Benefits 0.36* 0.32* 0.36* 0.31* 0.39* 1      

7 

Employee 

Empowerment 
0.39* 0.51* 0.41* 0.43* 0.41* 0.32* 1     

8 

Performance 

Appraisal 
0.34* 0.39* 0.31* 0.39* 0.31* 0.32* 0.33* 1    

9 

Employee 

Recognition 
0.42* 0.51* 0.44* 0.44* 0.42* 0.39* 0.42* 0.31* 1   

10 

Knowledge 

management 
0.32* 0.52* 0.31*  0.52* 0.51* 0.36* 0.50* 0.32* 0.52* 1  

11 

Perceived 

Business 

Performance 

0.31* 0.51* 0.34* 0.51* 0.51* 0.38* 0.51* 0.41* 0.41* 0.31 * 1 

 

● As shown in Table: 4 - 53 out of 56 inter-correlations are statistically 

significant. 
 

● Correlations among HR practices are statistically significant, ranging 

from r = 0.31 to r = 0.51. 
 

● All the components of HR practices were positive and significant in their 

relationship with Perceived Business Performance at 5 percent level of 

significance and the r values ranging from 0.31 to 0.51.  

 

This indicates that there is a significant relationship between HR practices and 

PBP. Therefore H1 is accepted 
 

● The strength of the relationship of 4 variables viz., HR Planning, Training 

and development, Pay & benefits and performance appraisal have very 

low positive and significant relationship with perceived Business 

performance and the r value ranging from r = 0.31 to r = 0.38. 
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● The results revealed that five components of HR Practices showed 

positive and significant relationship with KM (viz Recruitment & 

Selection, Work Place Management, Team Work, Employee 

Empowerment and Employee Recognition) and the r value ranges from 

r = 0.50 to r = 0.52. 
 

● On the other hand, The strength of the relationship between four 

components of HR practices ( viz., Human Resource Planning, Training 

And Development, Pay and  Benefits, And Performance Appraisal) and 

KM found to be very low and the r value  ranges from r = 0.31 to r = 0.36.  

This conveys that there is a significant relationship between HR practices and 

KM and hence H2 is accepted 

● KM has significant and positive but weak relationship with Perceived 

Business Performance.  
 

This points out that there is a significant relationship between KM and PBP and 

therefore H3 is accepted. 
 

In the presence of multicollinearity, regression estimates are unstable and have 

high standard errors. Therefore, Collinearity diagnostic test is conducted to 

ensure that collinearities does not exist among the predictors. 
 

Table 5. Collinearity Diagnostic Test  
 

S. 

NO 
Variables 

Variance 

inflation 

factor (VIF) 

SQRT 

VIF 
Tolerance 

Eigen 

value 

Condition 

index 

1 Personal factors 1.02 1.01 0.9767 1.5095 1.000 

2 Extension factors 1.26 1.12 0.9216 1.0407 1.2043 

3 Knowledge factors 1.28 1.13 0.9336 0.9203 1.2807 

4 Skills acquired 1.03 1.02 0.9660 0.5296 1.6883 

5 Ability of planning 1.26 1.12 0.9216 1.0407 1.2043 

6 Ability to make rational decisions 1.28 1.13 0.9336 0.9203 1.2807 

7 Ability to select and mobilize 

resources 

1.02 1.01 0.9767 1.5095 1.000 

8 Ability to use resources effectively 1.02 1.01 0.9767 1.5095 1.000 

9 Ability to coordinate 1.26 1.12 0.9216 1.0407 1.2043 

10 Timely adoption 1.03 1.02 0.9660 0.5296 1.6883 

11 Ability to rational marketing 1.28 1.13 0.9336 0.9203 1.2807 

12 Ability to self evaluation 1.03 1.02 0.9660 0.5296 1.6883 

   Mean VIF: 1.15,   Condition Number: 1.6883 

(The condition number is a commonly used index of the global instability of the 

regression coefficients — a large condition number, 10 or more, is an indication 

of instability). 
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Results for the collinearity diagnostic test presented in table 5 show a tolerance 

value close to 1 and variance inflation factor (VIF) value less than 3.0, which 

reflect absence of collinearity threat. Therefore, there is no significant interaction 

effect between the components of HR practices. Hence, the regression results 

with HR practices in combination presented in table 5 could be accepted reliably.  

Research Question -2: Is there any mediating effect of KM on the relationship 

between HR practices and PBP? 

The study follows Baron & Kenny (1986, p.1177) suggestions to examine the 

mediating effects in three steps: (1) the independent variable must affect the 

mediator in the second equation, (2) second, the independent variable must be 

shown to affect the dependent variable in the first equation; and (3) the mediator 

must affect the dependent variable in the third equation. If these conditions all 

hold in the predicted direction, then the effect of the independent variable on the 

dependent variable must be less in third equation than in the second. Perfect 

mediation holds, if the independent variable has no effect when the mediator is 

controlled. Further, model developed as per Baron and Kenny’s (1986) linear 

equation method has been validated by using Sobel Test (Sobel, 1982). This test 

proposes the following equation for estimating indirect effects:  

Z-value = a*b/SQRT(b2*sa2 + a2*sb2). The results are portrayed in table-6: 

Table: 6- Mediation Analysis 

 
Predictor 

variable 

Model-1 

Mediating variable 

(KM) 

Model-2 

Dependent variable 

(Perceived Business 

Performance) PBP 

Model-3 

 

 

 B  SE  β  B  SE  β  B  SE  β  

Intercept 2.393 .226    - 3.529 0.207 -  2.674 2.33  -  

Human resource 

Practices 

0.378 0.06 0.385** 0.182 0.055 0.214** 0.047 0.055 0.055 

Knowledge 

management 

 (KM) 

 0.357 0.56 0.413** 

 

Table 6 provides evidence of significant effect of HR practices (predictor) on 

KM(mediator) (β = .385**, p<.01), further, a significant effect was found between 

HR practices and perceived business performance (dependent variable) (β = .214**, 

p<.01) as presented in model 1 and model 2 respectively; Model 3 which is a 

regression of perceived business performance on both HR practices and KM 
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showed a significant effect of KM on Perceived business performance (β = .413**, 

p<.01), lending support to H2. Table 6 also shows that the effect of HR practices 

on perceived business performance reduced (from model 2) and became 

insignificant (β = .055, p>.01). Therefore, it can be concluded that KM mediates 

the relationship between HR practices and perceived business performance. 

Med-graph is used to show the mediation effect on HR practices and perceived 

business performance. The mediation results are presented in the Figure 2 below: 

 

Figure 1 mediation results 

Type of mediation: Significant 

Sobel Z value = 4.481054                   P=0.000007 

95% symmetrical confidence interval 

Lower = 0.07592 

Higher = 0.19397 

Unstandardized indirect effect 
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a*b =0.13495 

se   = 0.03011 

Effective size measures 

Total     = 0.214** 

Indirect = 0.159**  

Direct   = 0.055NS 

Indirect to total ratio = 0.743 

 

The results in Figure 2 above indicate a statistically significant mediation effect 

of KM in the relationship between HR practices and perceived business 

performance (z = 4.48, p<.01). The significant z value provides evidence of 

support for hypothesis H4 that KM mediates the relationship between HR 

practices and perceived business performance. Further, the results showed the 

index ratio of 74.3% with full mediation effect of KM, suggesting that without 

KM, HR practices cannot influence perceived business performance in Chawki 

rearing silk units. This statement is supported by C. L. Tan and A. M. Nasurdin, 

2011, who stated that in case of full mediation, the predictor variable loses its 

power to influence the dependant variable except through a mediator. Despite a 

full mediation, the index of mediation indicated that business performance 

received 74.3% of the indirect effect from HR practices through KM, leaving 

25.7% unaccounted for. Therefore, it can be presumed that the balance of 25.7% may 

be accounted for by other mediating factors not considered in this study which necessitate 

further investigation. 

DISCUSSION 

 

A brief account of Human resource planning, Training and development, Pay 

and Benefits, Performance appraisal, Knowledge management, which have low 

relationship with perceived business performance, are explained below: 

HR planning: Human resource planning should be based on the data relating to 

human resources [Kumar, K. 2008].  But HR data is not maintained in a proper 

manner in Chawki rearing silk units. In the absence of reliable data, 

it becomes difficult to develop an effective human resource plans. 

Training and Development:  Chawki rearing silk units do not have higher 

implementation level of training. Therefore, it cannot advance the growth of 

employees’ requisite skills and their potential to learn. Employees cannot 
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generate new ideas that will be useful for organizational innovation. On top of 

this, based on the finding of this research, the training need assessment was 

found as rarely performed activity. The culture of training evaluation seems to 

be very low and Chawki rearing silk units lacked clear policies governing 

training and development.  

Pay and Benefits: It has been found that the salary package, incentives, bonus, 

employee welfare and medical facilities are not attractive. The wage 

determination and promotional decisions were confusing and arbitrary. 

Performance appraisal: Appraisal is done on the basis of observation method. 

Therefore, structured appraisal forms are not issued to the employees. 

Performance appraisal is done as per the convenience of the owner. Moreover, 

managers are not trained on how to assess and give true feedback to the 

employees. There is no linkage between performance and reward. 

Knowledge management practices: the employees in Chawki rearing silk units 

did not get an opportunity to acquire knowledge through different means viz., 

short term courses, conferences, exhibitions. Further, the whole process of 

managing knowledge resources has been undermined and innovations are 

below the expected levels. Besides, research and development are yet an infant 

concept. Chawki rearing silk units do not employ knowledgeable workforce. 

Most of the employees in Chawki rearing silk units have education up to school 

level; hence they are unable to understand modern techniques in sericulture. 

Further, as employees do not get opportunity to acquire new knowledge, they 

cannot contribute to the development of innovative ideas. Again, most of the 

employees in the Chawki rearing silk units have low level of aspiration and this 

has made them less innovative and this in turn has resulted in high labour 

turnover and fluctuating trend is observed in productivity and sales.  This 

finding is consistent with the results of (Shepherd, & Ahmed, 2010), which 

confirmed a significant but weak relationship between HR practices and KM.  

Finally, hypothesis 4 results indicate that KM fully mediates the relationship 

between HR practices and perceived business performance (PBP). This implies 

that HR practices on its own cannot lead to better business performance in 

chawki rearing silk units except through KM. Therefore, to achieve a superior 

business performance in terms of profits and sales the owners have to improve 

product, process and market innovation by managing effectively knowledge 

acquisition, knowledge sharing and knowledge application.  



Qualitative and Quantitative Research Review, Vol 3, Issue 1, 2018 
ISSN No: 2462-1978  

eISSNNo: 2462-2117 
 

164 
 

IMPLICATIONS OF THE STUDY 
 

Theoretical implications: 

It is presumed that the results of the present study will be of great value to the 

sericulture department in general and Seri-culturists in particular to enhance the 

quality and productivity of silk. Further, the outcome of the study would help 

the department to formulate suitable programs and use appropriate methods to 

enhance HR practices and KM practices in sericulture sector. The findings will 

also contribute to the existing literature on HR practices by providing empirical 

evidence that KM is a powerful mediator in the relationship between HR 

practices and BP even in small units like chawki rearing silk units. 

Practical implications: 

As innovation and creativity is a need of the time, managers can strive to 

improve product innovation by providing adequate training to the employees as 

an ongoing basis. This effort may be fruitful, if these practices are accompanied 

with conducive organization cultural practices. Chawki rearing silk units can 

employ open house discussions with a culture of trust and adopt structured 

feedback mechanism, to make their performance management system 

effective.There is no structured HR practice in the areas of manpower planning, 

training and development, Pay and benefits and performance appraisal. 

Therefore, it has become a need of the hour to formalize HR practices in these 

areas and frame suitable HR model to enhance the working style of the 

employees in Chawki rearing silk units.  

Methodological implications: 

A Longitudinal study on the moderating effect of organizational culture on the 

relationship between HRM and perceived business performance (PBP) in chawki 

rearing silk units can be conducted. In Indian context, such type of studies may 

throw new light on HR theory and practice. Future studies may investigate 

building employee engagement and leader engagement, which may provide 

better insights for cultivating the capability of innovation of a firm. Further, 

Qualitative studies can be conducted to supplement the quantitative findings 

because through methodological triangulation, it may be possible to gain a better 

understanding of the mediating effect of KM on HR practices and PBP. 
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