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Abstract 
Theoretical papers and numerous case studies have 
illustrated that Organizational Performance and HRM are 
linked. Developing the link further is a matter of 
penetrating the issues of what HRM Practices and in 
which combinations do they matter for performance 
process in nationalized banks in India. Clearly, HRM 
Practices and performance outcomes are associated, but 
their link still misses some important aspects of the 
interpretation and empirical support. The present study 
aimed to explore why this association exists and how 
various HRM Practices influence performance outcomes. 
In particular, it is proposed that more extensive 
employment of HRM Practices enhance performance 
within the organizations. Furthermore, from the previous 
studies it has been found that HRM Practices applied as a 
coherent system have greater effect on organizational 
outcomes than the sum of the individual effects from 
each practice alone. The study suggests that the impact of 
HRM Practices on the performance of the organization is 
stronger when HRM Practices are applied as a system of 
mutually reinforcing practices. 
Keywords: HRM Practices, Organizational 
Performance, Nationalized Banks, India. 

 

1. Introduction 

The liberalization of the economy, and the extra 
competition from multinational organizations, has 
put considerable pressure on the Human Resource 
(HR) function of Indian organizations to prepare 
and develop their employees. The multinational 
organizations are known to have better skilled 
human resources, and are more efficient and 
effective [1, 2, 3, 4]. In India, the HR departments 
are under severe pressure to bring about large-scale 
professionalized changes in their organizations in 
order to cope with the challenges brought about by 
economic liberalization [5]. The evidences form a 
general need among the employers to build 
capabilities, resources, competencies, strategies to 
respond proactively to the environmental pressures 
caused by economic liberalization in India. It is in 

this context of the revolution brought about by the 
liberalized economy that Human Resource 
Management (HRM) in Indian organizations 
assumed importance for the sustainable 
organizational performance.  

The essence of HRM is as simple as to “get work 
done” through strategic selection of suitable staff, 
training and development of competent and skilled 
workers, provision of incentive reward systems to 
retain employees and overall flow of management 
communication, performance appraisal to increase 
level of transparency to achieve effectiveness. 
According to Price [6], HRM consistently uses 
organization’s reward systems, performance 
measures, promotion and learning opportunities to 
maximize the utilization of its human resources for 
achieving the organizational performance. 
Researchers working in the field of HRM have 
argued continually for the transformation of HRM 
system and identified the HR function as the key 
strategic task to support the organizational 
performance process in many organizations [7]. 
Also, Lado & Wilson [8] suggest that HRM 
Practices can contribute to sustained competitive 
advantage by facilitating the development of 
competencies that are organization specific. 
Therefore, the impact of activities associated with 
the management of people (HRM) on 
organizational performance has become one of the 
major topics (or even the dominant topic) in HR 
research [9, 10, 11, 12, 13].  

The prior studies have investigated empirically the 
effects of HRM Practices on Organizational 
Performance [14, 15]. Researchers have divergent 
views about impact of HRM Practices and firms’ 
performance. They argue that HRM Practices and 
performance research have common attributes as 
well as contradictions [16, 17, 18]. A significant 
body of previous research has reported positive 
associations between HRM and Organizational 
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Performance. These studies focus on the impact of 
several specific HRM Practices, such as 
compensation [19, 20], training [21] or 
performance management systems [22]. Other 
studies report the positive impact of progressive 
HRM Practices on Organizational Performance 
[23, 24, 25, 26, 27]. Researchers also examined the 
negative impact of HRM Practices on firm 
performance that include employees’ stress level 
[28]; and job home spill over [29]. Most of these 
studies have been undertaken in the United States, 
and Europe [30] and Asia [31, 32]. In India, limited 
research has been done to examine the relationship 
of HRM Practices and Organizational Performance 
[33]. Hence, a better understanding of the role of 
employees in linking HRM Practices to sustainable 
organizational performance is needed both from a 
theoretical and practitioner viewpoint in Indian 
context.  

2. Objectives of the Study 

With economic liberalization, the competitive 
business environment in Indian banking industry 
has forced the nationalized banks to realize that the 
technology, IT infrastructure, large-scale 
operations and capital are the entry criteria and not 
the competitive tools anymore. The performance in 
these banks can only be enhanced through their 
ability to innovate, create and use the 
entrepreneurial energies of its employees. Indian 
banks have to come up with the new environment, 
accepting the shortcomings in organizational HRM 
Practices and coming up with fundamentally 
different standards, norms, relationships etc. [34].  

As the dynamic business environment has made 
adoption of HRM an imperative for competitive 
advantage in the banks, primarily, the objective of 
the study was to examine the relationship between 
HRM Practices and Organizational Performance. 
Secondly, to explicitly identify the areas as critical 
or not, which permit objective judgments to be 
made and specifically measures the perceived 
importance of these HRM Practices to the bank 
executives for achieving sustained organizational 
performance.  

The findings of the study are expected to facilitate 
the HRM policy formulation process of the 
nationalized banks pertaining to the HRM Practices 
and shall extend a foundation for more employee 
orientation in their policies for gaining sustainable 
organizational performance. 

3. Literature Review 

HRM has been widely accepted in most developed 
and developing countries as the growing 

competitiveness in this global arena has forced 
organizations to seek to gain competitive advantage 
in any possible way. The human resource has been 
recognized as a strategic tool, essential to 
organizational profitability and sustainability. 
Organizations are pursing proactively HRM 
Practices to capitalize on strength of this vital asset 
for sustained competitive advantage [35]. 

3.1 HRM Practices and Organizational 
Performance – The Linkage 

Applying HRM Practices to achieve better 
performance outcomes means “retaining personnel, 
building their expertise into the organizational 
routines through learning processes, and 
establishing mechanisms for the distribution of 
benefits arising from the utilization of this 
expertise” [36]. To identify which HRM Practices 
could be employed to help organizations to achieve 
organizational performance outcomes, a brief 
review of representative extant literature 
undertaken by scholars from different research 
fields (international HRM, innovation, strategy, 
international business, etc.) on the link between 
HRM Practices and various performance outcomes 
is necessary. The purpose is to determine what 
HRM Practices organizations could employ to 
enhance organizational performance outcomes, 
otherwise known as performance-driven HRM 
Practices. Consequently, the present study explored 
the extant literature for examining relationship 
between HRM Practices (Training and 
Development, Recruitment and Selection, 
Compensation and Reward, Performance 
Appraisal, and Employee Relations) and subjective 
organizational performance (Product Quality, 
Productivity Efficiency and overall perceived 
performance compared to industry average). 

According to [31], there is a positive association 
between HRM Practices and performance. Bartel 
[37] evaluated the impact of HRM Practices on 
performance and found significantly positive 
relationship between two constructs. Harel & 
Tzafrir [38] found that HR Practices had positive 
relationship with organizational performance in 
public and private sectors. Bae & Lawler [39] 
concluded that HRM Practices significantly affect 
organizational performance. Lee & Chee [40] in 
their study did not find as association between 
HRM Practices and business performance. Bae et 
al. [41] concluded that high-performance work 
Practices produced excellent results. Morishima 
[42] concluded that organizations with integrated 
HRM Practices performed well in Japan than 
organizations with poorly integrated personnel 
practice. Poole & Jenkins [43] examined the 
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development of comprehensive HRM policies and 
found that HRM is one of the major keys for 
companies to gain a competitive edge or a lasting 
and sustained advantage over their competitors in 
the modern world.  

In recent years, the focus of research on HRM has 
shifted from study and relationship of individual 
HRM Practices on business performance to entire 
HRM system and its influence on Organizational 
Performance. The researchers have different views 
about this new paradigm. Some researchers claim 
that the system view of HRM is appropriate, but 
others contend “that to arbitrarily combine multiple 
dimensions into one measure creates unnecessary 
reliability problems” [14]. In addition, 
comprehensive examination of individual HRM 
Practices highlights the significant predictor of 
business performance [44]. In other words, this line 
of research has been named best Practices and has 
been based mainly on the resource-based view [45, 
46]. This perspective defends the presence of a 
series of HRM Practices, which, irrespective of 
contingency factors, is characterized by its positive 
association with Organizational Performance. 
Moreover, and in line with the suppositions of the 
human resource based view, the exclusive use of 
just one HRM practice is not sufficient and a series 
of practices must be applied. That, and the 
complementariness of those HRM Practices, will 
maximize the positive effect of HRM [47].  

As mentioned, HRM Practices are expected to have 
a stronger effect on the degree of performance 
when they are applied as a system of mutually 
reinforcing practices. There is a growing body of 
literatures that support the correlation between high 
performance as a result of HRM practice and 
various measures of Organizational Performance. 
Ahmed & Schroeder [48] investigated effects of 
selective hiring, employment security, 
decentralization and use of teams, incentive and 
compensation, extensive training, status 
differences, and information sharing on 
Organizational Performance (quality, cost, 
flexibility, delivery and commitment). The study 
confirmed the positive and significant relationship 
of HRM Practices with firms’ operational 
performance. Researchers [49, 50] have established 
that HRM Practices of extensive recruitment and 
selection, training and development, and 
compensation systems have positive association 
with firms’ performance. 

Recently, business researchers have identified the 
role of HRM Practices in the organizational 
learning as one subject of inquiry. For instance, 
Lane & Lubatkin [51] look at the similarities and 
differences between the firms in their study on 

relative absorptive capacity and inter-
organizational learning. Among other factors, the 
researchers consider compensation practices and 
find that a firm’s ability to learn from another firm 
depends on the relative similarities of 
compensation policies in these firms. Lyles & Salk 
[52], and Lane, Salk & Lyles [53] find training 
programs to be an important knowledge acquisition 
mechanism. They claim that properly organized, 
training programs are also important vehicles for 
establishing contacts between local and parent 
companies’ employees. In Minbaeva, Pedersen, 
Bjorkman, Fey & Park [54] an effort is made to 
integrate HRM-practices more closely with the 
HRM-performance literature. The results of the 
study indicate that investments in the development 
of employees through the extensive use of training, 
performance appraisal, performance-based 
compensation and internal communication 
contribute to enhanced organizational performance. 

Similar discussions have been undertaken in 
innovation literature. Laursen & Foss [55] 
investigate the link between new HRM Practices 
and innovation performance, arguing that HRM 
Practices are “most conducive to innovation 
performance when adopted, not in isolation, but as 
a system of mutually reinforcing practices”. 
Applying principal component analysis, they 
identified two HRM systems that influence 
innovation performance. The first consists of HRM 
Practices, which affect employees’ ability to 
innovate. They are interdisciplinary workgroups, 
quality circles, systems for the collection of 
employee proposals, planned job rotation, 
delegation of responsibility, integration of 
functions, and performance-related pay. The 
second system is dominated by internal and 
external training. The overall conclusion is that 
“while the adoption of individual HRM Practices 
may be expected to influence innovation 
performance positively, the adoption of a package 
of complementary HRM Practices could be 
expected to affect innovation performance much 
more strongly” [55]. 

The results of a study by De Zhang [56] show that 
there is no direct link between HRM strategy and 
corporate strategy, it is obvious though that from 
resource-based approach, unique HR capabilities, 
development of a core competence will create 
competitive advantage for firms, hence could 
contribute to profits and growth. Dunphy & Stace 
[57] seem to echo De Zhang in linking business 
strategy with human performance and argue that 
people themselves and their skills are the key to 
added value, the management of people becomes 
the critical factor in achieving organizational 
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excellence, and hence HRM should be included in 
setting up firms’ business strategy. HRM Practices 
of staffing, training and promotion, involvement of 
employees, incentives, and safety and health have 
positive relationship with firms’ performance [17]. 
Sang [27] concluded that workforce planning; 
staffing; compensation, and incentives; teamwork; 
training, and employee security had a positive and 
significant influence on non-financial and financial 
dimensions of organizational performance. The 
study validated the positive effects on operational 
dimensions of performance, namely, production 
flexibility, product cost, product quality, and 
product delivery. Wong, Marshall, Alderman, & 
Thwaites [58] looked at management training and 
displayed the subtle impact of management training 
and development on the organization, and 
performance of small and medium enterprises. 
Other study [59] demonstrated that a firm’s drive to 
improve performance and pursue ‘excellence’ leads 
to the greater emphasis on HRM. These studies 
have indicated that HRM Policies and Practices 
contribute to business success. Hence there is a 
linkage between HRM and organizational 
performance. 

Research studies have demonstrated that training 
has a positive influence on organizational 
performance. Bartel [21] for example, has 
demonstrated that investments in training programs 
made by low productivity companies resulted in 
productivity growth large enough to reach the labor 
productivity levels of comparable businesses. 
Russell, Terborg & Powers [60] have shown a 
strong positive relation between percentage of 
trained employees and performance. In their study 
of retail stores, the percentage of trained employees 
had a significant positive relation with two 
measures of store performance: volume per 
employee and store image. Pfeffer [61] also 
considers training to be one of the characteristic 
dimensions of organizations that produce profits 
through people, not only because it is a way of 
developing skills but also because of the positive 
attitude it elicits in individual employees, of being 
part of the company, “playing in the game” [61]. It 
should therefore be expected that financial 
investment in training activities as well as amount 
of training received is positively associated with 
organizational performance. 

According to Huselid [24], the effectiveness of 
even highly skilled employees will be limited if 
they are not motivated to perform. HRM Practices 
may influence individual performance by providing 
incentives that elicit appropriate behaviors. Such 
incentive systems may include performance-based 
compensation and the use of internal promotion 

systems that focus on employee merit and help 
employees to overcome invisible barriers to their 
career growth [24]. Indeed, while from an 
expectancy theory point of view it is the existence 
of a clear linkage between individual effort and 
reward that matters, from an equity theory (and 
organizational justice) perspective the main 
question is whether employees perceive that they 
receive the rewards that they are entitled to, based 
on their contribution to the organization. Both 
perspectives would lead to expect a positive 
relationship between performance-based 
compensation systems and employee effort. 
Promoting employees from within the firm is likely 
to provide a strong motivation for employees to 
work harder in order to be promoted [62, 63]. In 
addition, a philosophy of internal promotion 
indicates that a firm has decided to invest in its 
employees and is thus committed to them. In sum, 
staffing, training, promotion, compensation and 
appraisal are expected to enhance organizational 
performance through their effect on ability and 
motivation of employees. 

Empirical research has demonstrated positive links 
between incentive compensation and organizational 
performance, through productivity increases [64, 
65], lower employment variability [19] and the 
reinforcement of corporate strategy [20]. It is this 
kind of research that suggests that there seems to be 
an “increasing link being forged between pay and 
performance” among both American and European 
organizations [66]. 

Similarly, the use of more valid and accurate 
performance appraisal systems can also contribute 
to employee motivation, through feedback, the 
identification of training and development needs, 
and goal setting practices. Multi-source feedback, 
or 360º feedback, has gained increased popularity 
in the literature, precisely because of the value of 
the feedback employees may receive from sources 
not covered in more traditional performance 
appraisal systems [67]. 

Considering that accurate feedback and contingent 
rewards are the essence of performance 
management, and that these must be closely 
aligned with corporate strategy, it has been shown 
that this combination has a significant impact on 
the organizational financial and productivity 
measures [22]. Pay for performance and accurate 
feedback (particularly of the 360º type) constitute a 
powerful tool for managing organizational 
performance. 

Tsai [68], in a study in Taiwan, found a positive 
relationship of employees’ empowerment and 
firms’ performance. In a study of HRM Practices in 
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Chinese small and medium enterprises, 
participatory decision-making, performance-based 
pay, free market selection and performance 
appraisal, employees’ commitment emerged as the 
most essential outcome for improving performance 
[69].  

There is extensive evidence that investment in 
employees’ training enhances the human capital of 
the organization, which later results in a positive 
relationship between employee training and 
organizational performance [23, 70]. In addition, 
performance appraisal systems provide employees 
with feedbacks on their performance and 
competencies, and give directions for enhancing 
their competencies to meet the needs of the 
organization. In a study in Taiwanese high 
technology firms, Chang & Chen [71] established 
that HRM Practices of workforce planning, training 
and development, benefits, teamwork, and 
performance appraisal significantly affected 
productivity. The study also found the negative 
relationship between human resource planning and 
employees’ turnover. Ngo et al. [32], in a study in 
Hong Kong companies, found that HRM Practices 
of training and compensation increased firms’ 
performance. Tessema & Soeters [72] investigated 
influence of HR Practices in Eritrea. The study 
found that efficient implementation of these 
practices enhanced the performance at individual 
and organization level. 

Overall, the extant literature provides strong 
evidences about different HRM Practices and their 
effects on enhanced organizational performance. 
Researchers found a positive relationship between 
effective recruitment and selection practices and 
performance [38, 23]; training and development 
[21, 73]; compensation and reward [74]; 
performance appraisal [16, 31]; employee relations 
[75]. Earlier studies have validated the link 
between HRM Practices and Organizational 
Performance in United States and Europe [16, 30]; 
Asia [31, 32] and Africa [76]. Empirical studies 
indicate a strong and positive association between 
HRM Practices and performance of organizations 
[17, 75, 77, 78].  

3.2 Elements of HRM Practices  

From the extant literature, the researcher identified 
five critical HRM Practices namely; Recruitment 
and Selection, Training and Development, 
Performance Appraisal, Compensation and Reward 
and Employee Relations. These practices have been 
used in the present study to assess the impact of 
these practices on Organizational Performance. 

• Recruitment and Selection. It primarily aims at 
attracting maximum number of highly talented 
applicants and selecting the best to achieve 
competitiveness. Jyothi & Venkatesh [79] 
concluded that person-job fit yields sustainable 
results. Delaney & Huselid [23] established that 
practicing an effective recruitment and selection 
process has positive relationship with 
organizational performance.  

• Training and Development. These generate 
tangible outcome (improved productivity, 
quality of products and services, and resource 
optimization), and intangible results in terms of 
enhanced self-esteem, high morale, and 
satisfaction of employees due to acquisition of 
additional knowledge, skills, and abilities. 
Kundu [80] stressed that companies should 
invest heavily in training the workforce for 
implementation of customer focused strategy. 
Changing business environment necessitates 
that learning organizations should spend on 
training of employees to enhance organizational 
ability to positively respond to the dynamic 
environment [25]. Career development has 
psychological meaning to the employees. 
Researchers argue that organizations should 
pursue participative mechanism to develop 
career related objectives of employees, make 
effective plans, implement and monitor the 
effectiveness of these plans to achieve 
employees’ career objectives [81]. The 
researchers found positive and significant link 
between investment in training and 
development activities and firms’ performance 
[82, 60].  

• Performance Appraisal. It is based on 
demonstrated achievement of performance 
objectives established pertaining to a specified 
job within a given time period. This process 
plays a vital role in influencing the perception 
of employees about self and about their 
contribution toward organizational goals. 
Bernardin & Russell [83] argued that wider 
communication of performance appraisal 
policies within organizational is essential to 
make employees clear about their specific role 
expected as contribution in organizational 
performance [84]. Lee & Lee [85] found that 
effective performance appraisal system 
improves productivity, and quality. Brown & 
Hewood [86] also argued that performance 
appraisal system has positive link with 
improved productivity of organizations.  

• Compensation and Reward. It includes all 
forms of monetary returns and allied services 



International Journal of Engineering, Applied and Management Sciences Paradigms, Vol. 06, Issue 01, August 2013 
ISSN (Online): 2320-6608 
www.ijeam.com 

IJEAM 
www.ijeam.com 

73 

 

provided to employees [87]. A comprehensive 
compensation mix augmented by an effective 
system of disbursement plays an effective role 
in attracting the best candidates, shaping 
employees, behavior and performance outcome, 
and facilitates retention of talents. Bernardin & 
Russell [83] concluded that compensation and 
reward planning is a vital dimension of 
effective HRM policies. Jyothi & Venkatesh 
[79] found that competency-based pay and 
rewards improves quality of products and 
services, improves employees’ behavior, and 
reduces accidents rates in the organization, 
thereby making strong contribution toward 
organizational performance.  

• Employee Relations. These are characterized by 
wide ranging HRM related activities primarily 
focused on employee management. These 
practices include employees sharing schemes, 
cooperatives, industrial democracy, unions, 
employees’ involvement, HRM and high 
commitment work practices, team working, 
collective bargaining, employee empowerment, 
employee partnership in providing input in 
strategic decision making, and employees’ right 
of information sharing at all levels [88]. 
Employee relations foster commitment and 
greater quality and output, productivity, and 
firms’ performance [89, 90].  

4. Research Hypotheses 
 

Conforming to the reviewed findings of prior 
research about HRM Practices and organizational 
performance, the study posits the following: 

H01: Recruitment and Selection is negatively 
related to the Organizational Performance 
of nationalized banks;   

H02: Training and Development is negatively 
related to the Organizational Performance 
of nationalized banks;  

H03: Compensation and Reward is negatively 
related to the Organizational Performance 
of nationalized banks; 

H04: Performance Appraisal is negatively 
related to the Organizational Performance 
of nationalized banks; and 

H05: Employee Relations is negatively related 
to the Organizational Performance of 
nationalized banks. 

 

 

5. Research Methodology 

The present study was conducted in Haryana using 
stratified disproportionate random sampling 
method over the data construed from a set of 78 (47 
male and 31 female) middle level bank managers 
who were working at different branches of the 4 
nationalized banks selected for the purpose of the 
study. To that end, a survey instrument was used 
for linking the HRM Practices with Organizational 
Performance. Most of the statements used in the 
survey were drawn from an in-depth study of 
literature on HRM Practices and its impact on 
Organizational Performance. Firstly, a total of five 
constructs were proposed, which were felt to be 
important as HRM Practices for enhanced 
Organizational Performance. The questionnaires 
based on five critical dimensions of HRM Practices 
with 64 operating items and Organizational 
Performance with 6 operating items, as a 
comprehensive measure of HRM Practices, was 
prepared using a five-point Likert scale with a 
score of 1 relating to ‘strongly disagree’ and 5 
meaning ‘strongly agree’.  

5.1 Internal Consistency Analysis 

Internal consistency was used to assess the 
reliability of the measurements (six constructs for 
relationship between HRM Practices and 
Organizational Performance) depicting the degree 
to which they indicate a common latent 
(unobserved) construct. Cronbach's [91] alpha 
coefficient was computed to test the internal 
consistency of the scales. In the present study, 
reliability coefficients range from 0.728 to 0.933, 
which indicates an internal consistency with the 
alpha value of more than 0.70, so no items were 
dropped from each variable because Nunnally [92] 
has stated that a reliability of 0.70 or higher is 
acceptable. Results indicated that Cronbach’s alpha 
value for the questionnaire (70 items) was 0.835. 
The Cronbach’s alpha value for individual variable 
of Recruitment and Selection (0.821); Training and 
Development (0.843); Performance Appraisal 
(0.728); Compensation and Reward (0.933); 
Employee Relations (.815) and Organizational 
Performance (0.867) were found above acceptable 
level and are a reliable measure of the constructs. 
Overall, the instrument has been proven to be an 
acceptable instrument through this test.  

Statistical tools like Factor Analysis, Weighted 
Mean Score, and Percentage were used for analysis 
of the data gathered and used further to explain the 
direction and extent of the significant differences. 
Inter-correlation and Multiple Regression Model 
were used to bring out the significant differences of 
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perceptions of bank managers in nationalized banks 
under study. 

6. Results 

Distribution of the respondents reported in the 
findings for this part of the study was of middle 
level bank managers. Data were obtained from 78 
respondents (60.3% were male and 39.7% were 
female bank managers) who were working at 13 
different branches of the 4 nationalized banks 
operative in Haryana. 

6.1 Factor Analysis 

A factor analysis was used to analyze the data 
related to HRM Practices using principal 
component analysis as the extraction method and 
Varimax as a technique of rotation to determine 
how many factors were being measured by the 
instrument. It was revealed that five factors account 
for 59.6 per cent of the variance in the instrument. 
Factors loading (< 0.50) were not shown whereas 
factors with Eigen values (>1.0) were retained. 
Table 1 depicts the loading of the 64 items on each 
factor (for factor loading greater than .50).  

 

 

 

Table 1: Factor analysis (Principal components, Varimax rotation) of 64 indicators used for assessing the 
linkage between HRM Practices and Organizational Performance in nationalized banks 

 

The result also indicate 57 percentage of the 
variance in Recruitment and Selection, 66 
percentage of the variance in Training and 
Development, 58 percentage of the variance in 
Performance Appraisal, 64 percentage of the 
variance in Compensation and Reward, and 53 
percentage of the variance in Employee Relations 
(Table 1). 

6.2 Descriptive Statistics 

The results of descriptive statistics indicated 
general agreement of the respondents to the 
different HRM Practices as shown in Table 2. The 
mean values ranged from highest 3.76 to lowest 3. 
16). The results for Training and Development 
indicated highest concurrence (X = 3. 76, Standard 
Deviation = 2.624); Recruitment and Selection 
( X = 3.65, Standard Deviation = 1.826); 
Performance Appraisal (X = 3.58, Standard 
Deviation = 1.039); Compensation and Reward 
( X = 3.41, Standard Deviation = 0.972); Employee 
Relations (X = 3.16, Standard Deviation = 1.161); 
and Organizational Performance (X = 3.60, 
Standard Deviation = 1.907) respectively. The 
mean score and standard deviation reflected  

 

conformity of respondents’ perception about these 
HRM Practices. 

Table 2: Mean scores of HRM Practices and 
Organizational Performance  

HRM Practices  Mean 
Score

s 

Standard 
Deviation 

Recruitment and Selection 3.65 1.826 

Training and Development 3.76 2.624 

Performance Appraisal  3.58 1.039 

Compensation and Reward 3.41 0.972 

Employee Relations 3.16 1.161 

Organizational Performance 3.60 1.907 

  

6.3 Correlations  

Inter-correlations among all variables used in this 
study are summarized in Table 3. As expected the 
dependent variable, Organizational Performance is 
significantly correlated to all the independent 
variables. It is also worth noting that performance 
appraisal (r = 0.53, p < 0.001) is highly correlated 
with employee relations and recruitment and 
selection (r = 0.51, p < 0.001) with training and 
development.  

Factors 
Number of 

items/statements 
Factor 
Score 

Eigen 
values 

Variance 
explained 

Cronbach’s Alpha 

Recruitment and Selection 13 0.823 2.861 57% 0.821 

Training and Development 15 0.769 1.082 66% 0.843 

Performance Appraisal 12 0.721 1.693 58% 0.728 

Compensation and Reward 13 0.846 1.154 64% 0.933 

Employee Relations 11 0.792 1.872 53% 0.815 
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6.4 Hypotheses Testing: Multiple 
Regression Results  

Multiple regression model with forward selection 
was run to test the hypotheses. Table 4 shows 
results of the multiple regressions with 
Organizational Performance as the dependent 
variable and HRM Practices as the independent 
variables.  

 

 

 

 

 

 

 

 

Table 3: Inter-correlations of Organizational Performance, Recruitment and selection, Training and 
development, Performance appraisal, Compensation and reward and Employee relations 

Factor Correlations OP RS TD PA CR ER 

Organizational Performance (OP) 1.00      

Recruitment and Selection (RS) 0.59** 1.00     

Training and Development (TD) 0.54** 0.51** 1.00    

Performance Appraisal (PA) 0.34** 0.35** 0.45** 1.00   

Compensation and Reward (CR) 0.45** 0.25* 0.27*  0.40** 1.00  

Employee Relations (ER) 0.36** 0.27* 0.37** 0.53** 0.34** 1.00 

Annotations: *p ≤ .05 (2-tailed); **p ≤ .001(2-tailed) 

 

Table 4: Regression analysis of HRM Practices on Organizational Performance 

Predictors 

Organizational 
Performance  

(N=78) 
r β 

HRM Practices 
Recruitment and Selection 0.59 0.44 

Training and Development 0.54 0.47 

Performance Appraisal  0.34 0.39 

Compensation and Reward 0.45 0.36 

Employee Relations 0.36 0.32 

R2  0.21 
Adjusted R2  0.15 

Overall model: F –ratio  5.269 

Annotations: The dependent variables is Organizational Performance; N=Number of respondents; and p ≤ .001 

 

The overall model fit for regression equation was 
determined by F statistics. The model indicate 
positive and statistically significant relationship (F 
= 5.269, p < 0.001). The independent variables 
accounted for 21% (R2 = 0.21) of variance in 
dependent variable of Organizational Performance.  

Training and Development with highest beta 
coefficient (0.47) is the most significant HRM 
practice followed by Recruitment and Selection 
with beta coefficient (0.44), Performance Appraisal 
(Beta = 0.39), Compensation and Rewards (Beta = 
0.36), and Employee Relations (Beta = 0.32) 
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respectively. The overall model is significant at p < 
0.001.  

The results of the study show that all the elements 
of HRM Practices are significantly related to the 
Organizational Performance. The researcher 
therefore rejects the hypotheses from H01 to H05. 
Hence HRM Practices (Recruitment and Selection, 
Training and Development, Compensation and 
Reward, Performance Appraisal and Employee 
Relations) have strong association with 
Organizational Performance in the nationalized 
banks under study. 

7. Discussion 

The researcher examined the relationship between 
HRM Practices and Organizational Performance in 
Indian banks. The extant literature provides strong 
evidence of effective HRM Practices and their 
relationship with Organizational Performance in 
physical and attitudinal dimensions. The study 
empirically substantiated the results of earlier 
studies with regard to this linkage. The study 
highlights the importance of HRM Practices to 
achieve and sustain superior performance in 
changing business environment and need for an 
integrated approach toward formulation and 
implementation of HRM Practices. The 
nationalized banks need to proactively pursue a 
strategic approach to HRM Practices and invest in 
such practices to achieve sustainable competitive 
advantage in tangible and intangible dimensions. 
The study indicated that HRM Practices 
(recruitment and selection, training and 
development, performance appraisal, compensation 
and rewards and employee relations) have 
statistically significant relationship with 
Organizational Performance and accepted the 
hypotheses from H01 to H05. Together with earlier 
studies on HRM Practices and organizations’ 
performance, the result of present study indicate 
that extensive use of an integrated approach to 
efficient HRM Practices yield positive results in 
term of their effects on Organizational 
Performance. The results of this study are in 
harmony with the results of prior studies that HRM 
Practices of Recruitment and Selection, Training 
and Development, Performance Appraisal, 
Compensation and Reward and Employee 
Relations have positive and significant relationship 
with Organizational Performance [49, 93, 25, 79]. 
In Indian context, it would be pertinent to 
substantiate these results through empirical studies 
of other industries of the economy than the banking 
sector.  
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