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ABSTRACT

The purpose of this paper is to investigate the impact of soft skills training and development on human
resource outcome and firm performance. Data were collected from 199 manufacturers in Malaysia using
questionnaire survey method and analysed using ‘structural equation modelling” methodology. The results
indicated that the relationship between soft skills training and development and firm performance is fully
mediated by the human resource outcomes. This study highlights the indirect contribution of soft skills
training and development on firm performance via its impacts on human resource outcome.
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1. INTRODUCTION

Malaysia’s economic and social development for the past few decades has been impressive
(Organisation for Economic Co-operation Development (OECD), 2016). Its remarkable growth
trajectory and transformation was broadly fuelled by two sectors: (i) traditional sector, which
includes oil and gas and tree crops (oil, palm rubber); and (ii) electrical and electronics (E&E)
sector. The recent World Bank report (2018) indicates that Malaysia has become the leading
exporter of electrical appliances, electronic parts and components and natural gas. The
manufacturing sector is the second key contributor and an impetus to the economy of Malaysia,
contributing an average of 23.45% to the country’s GDP for the past five decades and 12.33% of
the total employment (Department of Statistics, Malaysia (DOSM), 2019; World Bank, 2020;
Economic Planning Unit, 2020). From 2016 through 2019, the number of employees working in
the manufacturing industry has increased by 12.17%.

* Corresponding author: Faculty of Accountancy and Management, Universiti Tunku Abdul Rahman, Sungai Long Camus,
Malaysia; Email: lokbl2018@gmail.com


https://doi.org/10.33736/ijbs.3184.2021

The Relationship Between Soft Skills Training and Development, Human Resource 383
Outcome and Firm Performance

Today, as the world ventures into the new millennium of the Fourth Industrial Revolution (4IR),
where the ‘real’ and the ‘virtual” worlds are seamlessly connected, it gives rise to what are known
as cyber-physical production systems. This revolution brings a higher level of automation and
interconnectivity in the manufacturing process and creates an enormous transformation in the
approach to manufacturing. It is envisaged that employees’ roles will change in terms of the work
contents, processes and environment. The changes will result in less simple manual tasks
available for semi-skilled workers. The traditional clear division of labour in manufacturing will
change to a much more complex environment with new operational and organisational structures
requiring more decision making, co-ordination, control and support services to co-ordinate
between virtual and real machines and plants in production management systems. In line with the
above changes, there will be a higher demand for employees with greater initiative and excellent
communication skills to organise work that is more complex and involves a higher level of
abstract thinking and problem-solving. According to the study conducted by the Economist
Corporate Network (2016) on skills required by employers in Asia, 71.9% of the CEOs who
participated in the survey felt that soft skills are more important than hard skills for their
business. Hard skills can be easily acquired while soft skills are much more difficult to build. The
past studies had shown that there was a shortage of the soft skills demanded by employers. For
instance, the study conducted by Aulbur, Arvind, and Rigghe (2016) of Federation of Indian
Chambers of Commerce and Industry (FICCI) and Roland Berger (RB), shows that skills
mismatch exists between the skill sets acquired by job applicants, and those expected by
employers. This skills gap will widen in the 4IR era if no actions are taken. Similarly, past
studies conducted on Malaysian graduates showed that soft skills shortages did exist in Malaysia
(Tbrahim, Boehannoeddin, & Bakare, 2017; OECD, 2016).

To reduce the demand-supply gap, the Malaysian Government has taken numerous measures to
support human capital development by providing up-skilling and re-training programmes such as
those initiated by Technical and Vocational Education Training (TVET), Institute Kemahiran
Belia Negara (IKBN), Dusun Tua and Institute Latihan Perindustrian (ILP). Furthermore, the
Ministry of Human Resources in Malaysia also initiated the Human Resource Development Fund
(HRDF) in 1993, which was then governed by the Pembangunan Sumber Manusia Bhd Act 2001
(PSBM Act 2001) to enforce training at workplace especially in the manufacturing industry. As
the 4IR is not only characterised by a range of new technologies that are fusing the physical,
digital and biological worlds and impacting all disciplines, economies and industries, it also calls
for a revolution in the way we work to facilitate adjustment to the labour market flexibility. Even
more challenging is a higher demand for soft skills by employers to perform jobs in the future.
Hence, the role of employers in this new age is to help employees enhance their soft skills to
meet the demands of the industry (World Economic Forum (WEF), 2016).

Workers increased their productivity by learning new skills and perfecting old ones which led to
better firm performance (Becker, 1993). Because of the greater demand for soft skills, employers
believe that investment in re-skilling current employees is necessary to manage their human
resources in the long term rather than hiring more short-term workers (WEF, 2016). As a result
of the changes in economic structures and employers’ response to these changes, there is a
critical need for employers to investigate the impacts of soft skills training and development to
equip their employees with essential skills to perform the required tasks. Also needed is an
assessment of the impact of these soft skills training and development programmes on
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employees’ performance and firm’s performance. All training programmes incurred costs, and
while past studies have established the relationship between training and development and
performance, most of these studies do not specify the types of skills (Laker & Powell, 2011).
Therefore, this study attempts to fill the gap by focusing on soft skills training and development
provided by employers for their employees and how it influences human resource outcomes and
organisational performance.

2. LITERATURE REVIEW

A workforce fully equipped with the necessary soft skills is needed to meet the higher demand
from employers to fuel the recent changes in technology and to sustain firm’s competitiveness
(WEF, 2016).

2.1  Soft Skills

Soft skills are defined as skills, abilities and traits pertaining to personality, attitude and
behaviour (Moss & Tilly, 1996 p.253). They are intrapersonal and interpersonal skills which are
difficult to observe, quantify and measure (Laker & Powell, 2011, p111; Ibrahim et al., 2017,
p.391). Most commonly referred areas of soft skills are: (i) communication, (ii) critical thinking,
creative thinking and problem solving, (iii) moral and professional ethics (iv) teamwork (v)
leadership (vi) entrepreneurship and (vii) emotional intelligence (Ibrahim et al., 2017; Ministry of
Higher Education (MOHE), 2006). In general, problem-solving, teamwork, communication,
adaptability and interpersonal skills are considered the most important skills for employers
(Institute of Student Employers (ISE), 2018; Ibrahim et al., 2017). As indicated in WEF (2016)
report, employers demand the following top 10 core-related skills by 2020 compared to 2015:

Table 1: Top 10 Skills Demanded by Employers by 2020 Compared to 2015

Skills Skills

i.  Complex problem-solving skills i Complex problem solving
ii.  Critical thinking ii.  Coordinating with others
iii.  Creativity iii.  People management

iv.  People management iv.  Critical thinking

v.  Coordinating with others v.  Negotiation

vi.  Emotional Intelligence vi.  Quality control

vii.  Judgment and Decision making vii.  Service Orientated
viii.  Service Orientation viii.  Judgment and decision making
ix.  Negotiation iX.  Active listening

x.  Cognitive flexibility X.  Creativity

Source: Future of Jobs Report, WEF (2016)

Table 1 shows past important skills, such as quality control and active listening will cease to be
so in the future. Employees are expected to possess new skills such as emotional intelligence,
critical thinking, creative thinking, judgement making and complex problem solving, which fall
into the component of soft skills.
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Employers also look for candidates with good command of English language to contribute to
firm’s competitiveness (Zainuddin, Pillai, Dumanig, & Phillip, 2019).

2.2 Soft Skills Training and Development (T&D)

Due to today’s fast-paced global and technological development, the consensus view is firms
should be vigilant in aligning their HRM practices with training a productive and competitive
workforce to contribute to organisation’s profitability and advantage. Hence, workforce training
and development is deemed important (Rahman, Ng, Sambasivan, & Wong, 2013).

‘Training’ aims to bridge the gap between the current and the desired performance and needs to
match business needs and objectives defined by the organisation (Ludwikowska, 2018).
‘Development’ is the strategic long—term activity for employees to fulfil the changing
organisational goals (Elnaga & Imran, 2013; Stam & Molleman, 1999). Rahman and Nas (2013)
described ‘employee development’ as both employee/employer consistently engaging to improve
employees’ overall effectiveness while the investment is returned in the form of more productive
and effective employees.

In the human capital theory, Becker (1993) classifies training into general and specific training.
He suggests firms should pay the cost of specific training, as it raises employees’ productivity at
the firm providing it. The investment might be lost when employee leaves the firm. For general
training, employers might not be able to capture any future returns on their investment,
employees themselves should pay for the cost.

According to Mishra and Smyth (2015), general training focuses on soft skills complements
specific training and enhances firm’s performance. In contrast, Grugulis and Vincent (2009) find
soft skills and technical skills are not always complementary. However, Kessler and Lilfesmann
(2006) suggest that firm can invest in general as well as specific training as both investments
have interacting effects.

Soft skills training is important to sustain firm’s competitiveness (lbrahim et al., 2017). Hard
skills are taught for job performance. Hard skills training prepares employees on a need-to-know
basis and works within a more restricted setting than soft skills training. In contrast, soft skills
training provides the good-to-know basis to deal with a more uncertain context (Laker & Powell,
2011; Botke, Jansen, Khapova, & Tims, 2018). Transfer of soft skills training can be considered
as the most problematic type of training transfer. It would be a waste of effort if trainees failed to
use the trained knowledge and skills on the work (Botke et al., 2018).

Soft skills training is typically scattered, insufficient or quasi non-existent in higher education
programmes. Employers do not consistently provide soft skills training to their employees for the
long-term growth of the organisation (Bertolini & Goglio, 2017; International Youth Foundation,
2013). In practice, most employers do not give priority to soft skills as benefits of soft skills are
difficult to quantify (International Youth Foundation, 2013). This implies that it is necessary to
create performance tools to evaluate the quality of the soft skills training.
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2.3 Training Process: Training Needs, Training Objectives and Training Evaluation

Sound training and development plans are compelling in increasing employees’ productivity and
quality of work (Niazi, 2011). Hence, a great deal of attention must be paid to the details of the
training plan and the desired outcomes. Past studies show that to align training policy with
human capital development, firms should adopt procedures to detect training needs, establish
training objectives and conduct training evaluation (Hughey & Mussnug, 1997; Otuko, Gabriel,
& Douglas, 2013; Ubeda-Garcia, Cortés, Marco-Lajara, & Zaragoza—Saez, 2014). According to
Kirkpatrick (1996, cited in Igbal, Maharvi, Malik, & Khan, 2011, p.275) training objectives,
training contents, training material, trainer, training methods, training environment, and training
management are training characteristics which affect the outcomes of training evaluation.

2.3.1 Training Needs

Training needs are important to maintain employees’ skills and competencies to meet future
challenges and enhance firm’s performance. To cope with the rapidly changing environment and
to bridge the skills gap, firms should take a proactive approach in training needs analysis (TNA)
to define the problems, plan the expected training, and identify who needs the training (Niazi,
2011). TNA is the proactive process which includes anticipating future needs, identifying the
gaps between employees’ current competencies and the desired competencies which can be filled
by training (Ludwikowska, 2018). Hence, needs assessment provides the guides and serves as a
basic for programme design and development, setting of learning objectives, delivery and
evaluation (Otuko et al., 2013).

2.3.2 Training Objectives

The outcome of TNA is the specification of training objectives, skills and tasks to be trained
(Otuko et al., 2013; Kucherov & Manokhina, 2017; Ibrahim et al., 2017). Effective training and
development programmes should aim at improving employees’ performance, reduce skills gap
and improve organisational performance (Elnaga & Imran, 2013; Ludwikowska, 2018). The
learning objectives should be in line with the company’s strategic plan (Ubeda-Garcia et al.,
2014) and clearly defined in the strategic training policy (Stam & Molleman, 1999).

2.3.3 Training Evaluation

Training evaluation is an important component of effective training and development (Otuko et
al., 2013; Ubeda-Garcia et al., 2014). Its purposes are: to find the relationship between acquired
knowledge, transfer of knowledge at the workplace and training, to improve the quality and
relevance of training programmes to ensure training effectiveness and cost (Igbal et al., 2011,
Olexovd, 2017). The evaluation aspects include: alignment with firm’s strategies, training
objectives, training content and methodological design, quality of facilitators, skills, and
knowledge acquired by trainees and impacts to firm’s performance (Igbal et al., 2011; Kucherov
& Manokhina, 2017; Tharenou, Saks, & Moore, 2007). Yet, according to Santos and Stuart
(2003) for soft skills training, such immediate training evaluation is not practical. Pre and post
evaluation procedures are not enough to ensure effective transfer of knowledge and skills
acquired to the workplace. A well-developed system of appraisal and personal development
planning for pre and post training is needed.
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2.4  Theoretical Background

This study adopted the human capital theory and Resource-Based View, to examine the
importance of human capital and its development on firm’s performance.

2.4.1 Human Capital Theory

According to human capital theory, knowledge and people skills are the most important assets in
any organisation (Becker, 1993). The theory suggests that individuals and society derive
economic benefits from investments in people which take the form of formal education, informal
education and on-the-job training. For firms or employees to invest in on-the-job training and
development, two types of training are relevant, namely general training and specific training.
They differ in their transferability after a job change. General training will affect employees’
productivity in all firms while specific training is only applicable to a particular firm. Nowadays
employers are more willing to invest in soft skills, particular most in-demand soft skills (Kessler
& Lulfesmann, 2006; Ibrahim et al., 2017). Although there is increasing demand for soft skills by
employers, there is still a lack of study whether the employers consider employees’ soft skills
training as an expense or investment.

2.4.2 Resource-Based View (RBV)

Penrose (1959) introduced the concept of Resource-Based View (RBV) to examine how firms
create sustainable competitive advantage by looking at their management and deployment of
internal resources. Barney (1991) highlighted that the sustained competitive advantage of a firm
is based on its Valuable, Rare, Imperfectly imitable and Non-substitutable resources (VRIN).
Through its strategic human resource management (SHRM), a firm can sustain its competitive
advantage by producing employees with unique inimitable skills who add value to the firm to
achieve its operational goals and business performance (Das & Kodwani, 2018). Recent studies
showed that more employers are considering soft skills as sources of sustainable competitive
advantage and the demand for soft skills is increasing in 4IR (WEF, 2016). In today’s
competitive environment, firms are not only managing soft skills as internal sources or
capabilities, more importantly, they should be utilised to enhance firm’s performance.

2.5  Formulation of Hypothesis

Human capital theory considers employees’ knowledge and skills as the most important assets of
an organisation. Investment in training will affect employees’ productivity. Similarly, the
Resource-Based View postulated that firm can sustain its competitive advantage by producing
employees with unique, inimitable skills to add value to firm through SHRM. In summary, both
theories viewed training as an important element resulting in the acquisition of knowledge, skills
and ability to achieve desired organisational goals and performance.

Training policy has always been used for studies in firms’ learning and performance. Literature
shows there is no consensus on how to measure the characteristics of training and suggests it
should be planned and long-term oriented to show a positive effect on performance (Barba
Aragon, Jiménez Jiménez, & Sanz Valle, 2013). Taking into account the training and
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development measures used by Ubeda-Garcia et al., (2014), three training processes are
proposed, namely training needs, training objectives and training evaluation.

Since the literature indicates that more employers are willing to invest in soft skills in the new
age (Kessler & Lilfesmann, 2006; Ibrahim et al., 2017), there is increasing need to explore
whether firms’ soft skills T&D has an impact on organisational effectiveness. This study adapts
the framework of Ubeda-Garcia et al., (2014) to examine specifically the implications of soft
skills training policy on human resource outcome and firm performance.

2.5.1 Soft Skills T&D and Human Resource Outcome

The past studies attempted to establish an association between HRM practices and employees’
performance such as employee competence, behaviour or work performance (Ibrahim et al.,
2017; Katou, 2011). Bhal (2015) noted there is a lack of understanding of the emerging trend — a
paradigm shift in the importance of the training of soft skills and its contribution to performance
improvement. Studies by Barba Aragén et al., (2013) and Chartered Institute of Personnel and
Development (CIPD) (2017) showed that investment in general training has real value for an
organisation and in some cases, has a greater impact on employee outcomes, such as earnings
and job performance than firm-specific training in certain industries and contexts. To explore
such a relationship between soft skills training and employee performance in the Malaysian
manufacturing industry, the following hypothesis is proposed:

H1: There is a positive relationship between soft skills T&D and human resource outcome

2.5.2 Soft Skills T&D and Firm Performance

Emerging research on HRM practices and firm’s performance shows that investment in human
capital has a positive impact on organisational performance such as improving its productivity
and profitability (Katou, 2011; Tharenou et al., 2007). Yet, different arguments reveal that
training by itself does not necessarily result in improved company performance (Thang, Quang,
& Buyens, 2010; Kwon, 2019). Hughey and Musshug (1997) indicated that soft skills training is
generally the least effective in terms of tangible gains as most soft skills training is never put into
actual practice to realise its benefits. Adults also tend not to acquire new competencies overnight.

Given the above argument, this study examines the impacts of a firm’s investment in soft skills
T&D which is relatively lacking in the literature. The hypothesis formulated is:

H2: There is a positive relationship between soft skills T&D and firm performance
2.5.3 Human Resource Outcome and Firm Performance

Previous studies have highlighted the positive linkage between human resource outcome and firm
performance and argued that HRM practices affect organisational performance through their
effect on employee development such as enhancing their competencies, behaviour, attitude, and
performance at work (Cesério & Chambel, 2017; Katou, 2011). In this study, the effect of human
resource outcome on firm performance is to be examined.
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H3: There is a positive relationship between human resource outcome and firm performance

2.5.4 Mediating Effect of Human Resource Outcome on Soft Skills T&D and Firm
Performance

It is generally accepted that training and development can improve firm’s performance, yet,
according to Barba Aragon et al., (2013) and Rahman et al., (2013), the empirical research
focusing on training-performance link does not always provide the evidence to support this
effect. Some of the past studies highlighted that the relationship between HRM policies and
organisational performance was partially mediated by employee attitudes and human capital
(Tharenou et al., 2013; Katou, 2011). Since firms may not obtain the expected benefits directly
from training, but may benefit through indirect effect from human resource outcome, this study
proposes to conduct a test on the following hypothesis for soft skills training and development of
firms:

H4: Human resource outcome positively mediates the relationship between
soft skills T&D and firm performance

2.6 Conceptual Framework

Drawing on the literature described and the related theoretical framework, the hypotheses are
developed and graphically represented in Figure 1.

The model is represented by one exogenous construct (soft skills training and development
(T&D)) and two endogenous constructs (human resource outcome (HRO) and firm performance
(FP)). Training needs (TN), training objectives (TO) and training evaluation (TE) constructs, are
the three dimensions of T&D. From the theoretical / conceptual point of view, this model is
simplified by using single dimension of higher-order modelling (HOM) study. HOM summarises
the lower-order components (LOCs) of TN, TO and TE into a single multi-dimensional HOC of
T&D.

In this study, T&D is a reflective construct as T&D related to employees’ acquiring of
knowledge and skills is characterised by training process of identifying TN, formulating TO and
TE. The impact of training policy on HRO and FP is inconclusive. To a large extent, training
policy will have a different orientation characterised by firms’ training process (Ubeda-Garcia et
al., 2014). Similarly, according to Kirkpatrick (1996, cited in Igbal et al., 2011, p.275) these
training variables are training characteristics of the training policy.
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Figure 1: The Proposed Conceptual Framework of the Study
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3. METHODOLOGY

3.1  Sample and Procedure

This study focused on the manufacturing industry in Malaysia. Targeted respondents are
manufacturing firms located within the industrial estates in the states of Selangor, Johor, Penang
and Perak. The sampling frame is constructed from the list of manufacturers from the Malaysian
Investment Development Authority (MIDA).

Table 2 shows the sample size recommendations in PLS-SEM for a statistical power of 80% as
suggested by Cohen (1992).

Table 2: Sample Size Recommendation in PLS-SEM for a Statistical Power of 80%

Maximum number

Significance level

of arrows pointing 10% 5% 1%

to a construct

(Number of Minimum R? Minimum R? Minimum R?

independent

variables)

01 025 050 075 01 025 050 075 01 025 050 0.75

2 72 26 11 7 90 33 14 8 47 19 10
3 83 30 13 8 103 37 16 9 17 53 22 12
4 92 34 15 9 113 41 18 11 158 58 24 14
5 99 37 17 10 122 45 20 12 169 62 26 15
6 106 40 18 12 130 48 21 13 179 66 28 16
7 112 42 20 13 137 51 23 14 188 69 30 18
8 118 45 21 14 144 54 24 15 196 73 32 19
9 124 47 22 15 150 56 26 16 204 76 34 20
10 129 49 24 16 156 59 27 18 212 79 35 21

Source: Cohen (1992): A power Primer. Psychological Bulletin 112:155-159

In this study, two arrows are pointing at the endogenous construct of FP, to detect R value of 0.1
for the significance level of 1%, as suggested by Cohen (1992), the minimum sample size is 130.
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According to Sekaran (2013), any sample size larger than 30 and less than 500 are appropriate for
most research. However, past studies had shown that the response rate from manufacturing
industry was generally low, for instance, in studies of Rasul, Rauf, Mansor, Yasin and Mahamod
(2013) and Wan Abdullah (1994) only 107 and 60 employers from manufacturing industry
participated. To be able to generalise and draw meaningful conclusions from the research
findings, the simple random sampling technique was used in collecting data via questionnaire
from 1,790 firms, i.e. 40% of the population as shown in Table 3:

Table 3: Computation of 40% of the Population

State No. of targeted respondents
Selangor 2,036 x 40% = 814
Johore 1,324 x 40% = 530
Penang 827 x40% = 330
Perak 291 x 40% = 116
Total 1,790

A total of 1,790 questionnaires were mailed to the human resource department of the selected
manufacturing firms. After extensive follow-ups through emails and phone calls, a total of 199
questionnaires were returned, and this represented a response rate of 11.12 %. The questionnaires
were completed by the Manager / Senior Manager / Director (48.70%), Executive (39.70%), and
others (11.5%). The demographic profiles of the firms are presented in Table 4 below:

Table 4: Demographic Profiles of the Firms

Characteristics Categories Frequency %
State Selangor 33 16.60
Johore 37 18.60
Penang 91 45.70
Perak 38 19.10

Total 199 100.00
Sub-sector Electrical & electronics 58 29.15
Food, beverage and tobacco 19 9.55

Non-metallic, mineral products, basic

metal & fabricated metal products 27 13.57
Petroleum chemical, rubber & plastic 30 15.06
Textile, weaving, apparel & leather 8 4.02
Transport equipment & other 35 1759
manufacturers
Wood product_s, furnlture, paper 21 10.55
products & printing
Missing data 1 0.50
Total 199 100.00
No. of employees <100 54 27.10
100-400 73 36.70
401-700 18 9.00
701-1000 16 8.00

1001-1300 4 2.00
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>1300 34 17.10
Total 199 100.00

Stawsofthe 1 103 51.80

company

Local 96 48.20
Total 199 100.00

No. of years

Organisation

exists <5 years 7 3.50

5-15 years 36 18.10
16-25 years 62 31.20
26-35 years 46 23.10
>35 years 48 24.10
Total 199 100.00

3.2 Measures
3.2.1 Soft Skills Training & Development (T&D)

The measurements of the three dimensions of T&D, TN, TO & TE were adapted from the work
of Ubeda-Garcia et al., (2014). They were measured with five items each on a 1-5 Likert-type
scale where (1) indicates strongly disagree and (5) strongly agree.

3.2.2 Human Resource Outcome (HRO)

The measurements for HRO were adapted from the studies of Katou (2011) and Ubeda-Garcia et.
al., (2014). HRO was classified as (i) soft skills competence; (ii) attitude (working attitude,
satisfaction); and (iii) behaviour (face challenges, participation).

The types of soft skills adapted from Malaysia Soft Skills Scale (My3S) were used by MQA to
assess undergraduates during entry and exit points. These soft skills are: (i) communication, (ii)
critical thinking, creative thinking and problem solving, (iii) moral and professional ethics, (iv)
teamwork (v) leadership, and (vi) decision making. Emotional Intelligence and language skills
were added in the study as according to Bhal (2015), soft skills are closely connected with the
English language while emotional intelligence alone encompasses soft skills. In response to
internationalisation and the diverse needs of multinational companies, Malaysians have to use
more languages to deal with foreign managers, employees, suppliers, customers, distributors, etc.
Bahasa Malaysia is Malaysia’s national language while English and Chinese are the second
languages of communication in Malaysia.

3.2.3 Firm Performance (FP)

Measurements for FP were focused on both financial and non-financial performance as adapted
from the studies of Katou (2011) and Ubeda-Garcia et.al., (2014). In this study, FP was denoted
by improvement in profitability, product quality, service quality, competitiveness, capacity to
meet future opportunities and challenges, the ability to reduce production costs and
innovativeness of the organisation. Since the expected outcome is improved FP, “enhance” is
used to imply the effects from soft skills T&D.
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All items in HRO and FP are measured on a 5-point Likert scale where (1) indicates very low
level and (5) indicates very high level.

4. RESULTS AND DISCUSSION

The model was analysed using Structural Equations Models (SEM), with the Partial Least
Squares (PLS) technique. This included path modelling and bootstrapping method.

4.1 Results
4.1.1 Assessment of the Measurement Model

The convergent validity which measures the degree to which multiple items measuring the same
concepts were in agreement was first tested. As suggested by Hair, Black, Babin and Anderson
(2010), the factor loadings, composite reliability (CR) and average variance extracted (AVE)
were used to assess convergence validity. The loadings for items exceeding the recommended
value of 0.7 (Hair et al., 2010) were retained (Table 5). Items with loading less than 0.70 were
removed. CR values shown in Table 5 depict the degree to which the construct indicators
indicated the latent construct ranging from 0.881 to 0.932, which exceeded the recommended
value of 0.7 (Hair et al., 2010). The AVE values were in the range of 0.598 to 0.663 which were
higher than the recommended value 0.50, the values were considered acceptable (Hair et al.,
2010).

Table 5: Results of the Measurement Model

Factor a CR AVE
Constructs & description of Indicator Loading  Cronbach (>0.70)2 (>0.50)2
items o) (>0.70)2

(>0.70)2
Training & Development T&D 0.911 0.924 0.636
Training Needs TN 0.846 0.819 0.881 0.649
Diagnose training needs for Soft TN1 0.760
skills
Identify areas of soft skills TN2 0.869
employees have
Identify soft skills for future TN3 0.811
improvement
Training requests expressed by TN4 0.566°
staff to improve soft skills
Identify soft skills for current job TN5 0.778
Training Objectives TO 0.875 0.826 0.885 0.657
Adapt to anticipated changes TO1 0.782
Increase job satisfaction TO2 0.849
Close soft skills gap TO3 0.822
Greater involvement in the TO4 0.788

organisation
Enhance employees’ morale TO5 0.637°
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Training Evaluation TE 0.899 0.839 0.886 0.608
Contribution to long term TEl 0.743
development of business

Impact on employees’ TE2 0.809
performance

Application of soft skills acquired TE3 0.759
Soft skills trained meet org need TE4 0.804
Impact on morale of employees TE5 0.782
Human Resource Outcome

Soft Skills Competence

Team work HRO1.1 0.596°
communication HRO1.2 0.745 0.916 0.930 0.598
Leadership HRO1.3 0.690°
Critical, creative thinking & HRO1.4 0.761
problem solving skills

Language skills HROL1.5 0.672°
Decision making HROL1.6 0.784
Emotional Intelligence HRO1.7 0.748
Moral & Ethics HRO1.8 0.740
Behaviour

Achieve higher work satisfaction HRO2.0 0.769
level

Achieve higher participation HRO3.0 0.761
level

Attitude

Improve work attitude HRO4.0 0.865
Improve ability to face HRO5.0 0.777
challenges

Firm Performance 0.915 0.932 0.663
Enhance org’s profitability FP1 0.741
Enhance product quality FP2 0.767
Enhance quality of service FP3 0.811
Enhance org’s competitiveness FP4 0.880
Enhance org’s capacity to meet FP5 0.887
challenges and future

opportunities

Enhance ability to reduce FP6 0.829
production costs

Enhance innovativeness FP7 0.775

Notes: #Indicates an acceptable level of reliability and validity
® Indicates removal item as loading (X) less than 0.70.

4.1.2 Discriminant Validity of Constructs

The discriminant validity describes the extent to which each construct is distinct from one
another (Chin, 1998). It can be examined by comparing the squared correlations between the
constructs and the variance extracted for a construct (Fornell & Larcker, 1981). As shown in
Table 6, the squared correlations for each construct were less than the AVE by the indicators

measuring that construct. This result indicates adequate discriminant validity.
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Table 6: Discriminant Validity Using Fornell and Larcker Criterion

1 2 3
1FP 0.814
2 HRO 0.767 0.773
3T&D 0.279 0.359 0.697

Note: diagonals are the AVE while the off-diagonals are the squared correlations
4.1.3 Assessment of Structural Model

The structural model indicates the causal relationships among the constructs in the model which
includes the estimates of path coefficients and R?value, which determine the predictive power of
the model. Together, the R? and path coefficients indicate how well the data support the
hypothesised model (Chin, 1998). As shown in Figure 2, and Table 7, two out of three
hypotheses are supported. T&D (8 = 0.359, p<0.01) is positively related to HRO, while the
coefficient of determination, R%is 0.129 for HRO. This means that T&D explains 12.9% of the
variance in HRO. HRO (B = 0.766, p<0.01) is also positively related to FP and moderately
explains 58.9% of the variance in FP. Thus, H1 and H3 are supported. In contrast, H2 is not
supported as the influence of T&D on FP (8 = 0.003, p>0.01) is not significant. In addition, to
assess the significance of the path coefficients and to evaluate their values, a bootstrapping
procedure with 5,000 subsamples was used. The assessment of mediating effects was then
assessed. The results of the bootstrapping are presented in Table 7.

Figure 2: Structural Model with Indicators and Path Coefficients
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Table 7 shows that all path coefficients for hierarchical models are significant at 0.01 level. As
shown in Table 5, the CR value of the second-order construct T&D was 0.924 suggesting a
satisfactory level of reliability for the first-order constructs with the corresponding second-order
construct.
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Table 7: Structural Model Results (Excluding mediation)

. Suggested Path

Hypothesis offect coefficients B t-value p-value Results
H1: T&D -> HRO + 0.359 5.370 0.000 Supported
H2: T&D ->FP + 0.003 0.075 0.940 Not supported
H3: HRO ->FP + 0.766 23.633 0.000 Supported

Table 8: Indirect Effects, Total Effects and VAF Value
Indirect _ VAR
Path T-Statistics p value Total effect Indirect effect /
effect
Total effect)

T&D->HRO
T&D -> FP
T&D->HRO- 0.275 4.947 0.000 0.278 0.990

>FP

In PLS path model, T&D construct has a direct effect on HRO but T&D does not have a direct
effect on FP. Even though T&D does not have a direct effect on FP, the relationship between
these two constructs is mediated by HRO, for which the total effect is estimated by summing up
direct and indirect effects. The mediation analysis results are shown in Table 8. The indirect
effect of the independent variable is significant. This shows that T&D is a key strategy to
increase HRO and that, through this effect, T&D affects FP. Finally, the strength of mediation
computed via variance accounted for (VAF) is assessed. Table 8 shows that 99% of the effect of
T&D on FP is explained via HRO. Since the value of VAF is larger than 80%, this suggests HRO
has a full mediating role between T&D and FP (Hair, Hult, Ringle, & Sarstedt, 2014).

4.2  Discussion
4.2.1 T&D and its Associated Variables

As reviewed earlier, T&D is characterised by three training variables (TN, TO, and TE). As
shown in Table 5, TN4 (training requests expressed by staff to improve their soft skills), TO5
(training seeks to enhance employees’ morale), HRO1.1, HRO1.3 and HROI1.5 (employees
improve soft skills competence in teamwork, leadership and language skills) were removed.
Removal of these insignificant indicators implies they lack absolute contribution (importance) to
their respective reflective constructs (TN, TO, HRO) or lack of support for the notions of the
reflective constructs assigned (Roni, Djajadikerta, & Ahmad, 2015).

T&D has strong relationships with its LOC, TE (A= 0.899). Among the five items used to
constitute this construct, TE2 (impact on employees’ performance) is a valuable indicator of TE
(A= 0.809) (Table 5). This indicates that for achievement of best results in soft skills T&D, it is
essential for firms to ensure T&D has an impact on employees’ performance (TE2).

TO has a factor loading of 0.875. On examining the loadings of its indicators, items TO2
(increase job satisfaction) and TO3 (close soft skills gap) are key indicators of TO (Table 5). This
finding supports the recommendation of past researchers that training objectives should be
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focused on developing the competencies of employees in line with company’s strategic plan,
business needs, skill gap reduction target and organisational performance improvement (Ibrahim
etal., 2017; Ludwikowska, 2018).

TN has a factor loading of 0.846. Its indicators with a high loading are TN2 (A=0.869) and TN3
(2=0.811) (Table 5). This shows that to achieve best results of soft skills T&D on HRO and FP,
firms are required to conduct TNA to identify the areas of soft skills employees already have
(TN2) and soft skills for future improvement (TN3). These findings support the study of
Ludwikowska (2018) where TNA is the proactive process which includes anticipating future
needs and identifying the gaps between employees’ current competencies and the desired
competencies which can be filled by training.

422 T&D, HRO and FP

This study suggests that soft skills T&D of firms explicitly and directly influences HRO and
indirectly influences FP of the firms through the mediating effect of HRO. The analysis reveals
the following:

4.2.2.1 Soft Skills T&D and HRO

Firms’ soft skills T&D has a positive and significant relationship with HRO. This finding is
congruent with previous studies (Katou, 2011; Ibrahim et al., 2017). The HRO includes
improvement in employees’ soft skills competencies, behaviour and attitude. These findings
provide more evidence of the importance of soft skills T&D to firm’s HRO.

4.2.2.2 Soft Skills T&D and FP

Soft skills T&D of firms was posited to have a positive relationship with FP. However, this
hypothesis was not supported. This result is consistent with the study of Barba Aragon et al.,
(2013). As had been reviewed in past studies, training by itself need not necessarily improve a
company’s performance. The likely explanations for such an effect on FP could be due to lack of
assessment on the effectiveness of training at the organisational level (Tharenou et al., 2007), or
training is at its initial level does not provide immediate effect on FP (Kwon, 2019), lack of
significant / transfer of soft skills acquired from training to the job (Laker & Powell, 2011); adult
trainees do not tend to acquire new competencies overnight (Hughey & Mussnug, 1997).

4.2.2.3 HROand FP

The study also found evidence of a positive relationship between HRO and FP. This finding
provides empirical evidence that soft skills acquired by employees through the soft skills T&D
shows effects on FP (Cesario & Chambel, 2017; Katou, 2011; Barba Aragon et al., 2013;
Rahman et al., 2013). It also provides support to the human capital theory and RBV that
employees’ soft skills acquired through T&D enhance firms’ productivity and competitiveness.
Hence, firms should consider continuing to help employees to enhance their soft skills.
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4.2.2.4 Mediating Effect in the Model

The analysis of mediating effect shows that HRO has a significant indirect effect on FP, through
T&D impact, which in turn leads to higher FP. In other words, these findings suggest soft skills
T&D is a key strategy to increase HRO in the aspects of soft skill competencies, behaviour and
attitude, and through this effect, soft skills may affect FP. The VAF as shown in Table 8 has very
large outcomes of above 80%. This suggests HRO has a full mediating effect on soft skills T&D
and FP. This implies that employee who receives T&D may lead to higher HRO which
ultimately results in increased FP. This finding supports the work of Katou (2011) and Barba
Aragon et al., (2013).

5. CONCLUSION

This study aims to evaluate soft skills T&D and its influence on human resource outcome and
firm performance. The findings showed that soft skills T&D contributed significantly to human
resource outcome to achieve firm performance but did not directly influence firm performance.
In other words, human resource outcome is mediating the relationship between soft skills T&D
and firm performance. This result suggested that the direct value of soft skills T&D is somehow
lacking as it did not provide an immediate impact on a firm performance. However, firms should
continue to invest in soft skills T&D as soft skills cannot be learned in a day, and immediate
application of soft skills acquired through training is less likely. Moreover, firms should design
an appropriate evaluation system and approach for soft skills T&D, as training evaluation is the
most important training phase among the three training phases.

The present research has several theoretical implications. First, human capital theory is enriched
by the results showing firm improved its performance from the general training of employees’
competencies in soft skills, behaviour and attitude. Second, the findings also provide significant
empirical support for RBV that through firm’s SHRM, it can sustain its competitive advantage by
producing employees with unique inimitable skills who add value to the firm to achieve its
operational goals and business performance

This study, along with its contribution to theory, offers three substantial practical implications for
soft skills T&D practice. First, the higher demand for soft skills in the new age shows T&D of
soft skills is critical to firms’ success and competitiveness. Second, firms should conduct
appropriate training phases to study soft skills needed (current and future), and the existing
employees’ competencies. Finally, this study provides useful guidelines for the study of soft
skills T&D in other industries, as it supports the value in increasing human resource outcome,
which leads to firm performance. This implies that firms should allocate resources efficiently and
effectively to T&D to help employees improve their soft skills.

Despite the contributions, the data for this study were collected from manufacturing industry
only. It would be of great interest to include data from more industries and to compare the
results obtained in this study from manufacturing industry with other industry such as service
sector. Moreover, the service sector is traditionally seen as a heterogeneous sector, comprising
diverse areas such as financial companies, retailing operations, transport operations and
hospitality.
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The above limitation in this study may be the new path proposed for future researcher to consider
replicating this research using samples from other industries, to confirm the findings of soft skills
T&D in enhancing human resource outcome in aspect of competencies, behaviour and attitude,
and through this effect, soft skills T&D may affect firm performance. In addition, there is a
general recognition in the literature of a lack of transfer of soft skills acquired through training to
the workplace. It would be considered as waste of training resources if skills acquired were not
put in use at the workplace. As such, future research aiming at enhancing the transfer of soft
skills and knowledge acquired from T&D to the trainees’ workplace is suggested.
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