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ABSTRACT

The main purpose of this paper is to understand the relationship between HRM
Practices and organizational performance and to evaluate the perceptions of managers
and non- managers on HRM practices in the context of HDFC Bank. The data was
randomly collected from 24 managers and 72 subordinates using a self-administered
questionnaire. The research study empirically evaluated the nine HRM practices
(General climate, OCTAPACE Culture, Selection Process, Job Definition, Career Planning,
Employee Participation, Performance Appraisal, Training and Development and
compensation). The study showed that there is direct relationship between HRM
practices and organizational performance. Finally, this research study depicts the
limitations, suggestions and future research directions.
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INTRODUCTION

Banking industry, as such, is the single most important constituents of the service sector, which
is very crucial for the economic development of any country. Indian banking industry is
passing through a very critical phase and confronted with very serious challenges both from
within and outside. Opening up of economy, entry of foreign banks, establishment of new
generation private sector banks, unprecedented pace of automation, global competition,
communication revolution, demand for improved customer services, fluctuating rates of
interest, incurring of heavy losses, marketing a wide range of products and product lines,
restructuring of organizations, absorption and amalgamations etc. All these challenges in
economics, social, cultural, technological, psychological environment have important
implications on the HRM practices being followed in the banking industry as well as on the
performance of the banks. All the HRM practices like recruitment, training and development,
compensation and rewards, performance appraisal, promotion and empowerment, sharing of
decisions, job security and security of monetary and non- monetary benefits, welfare measures
and separations in the form of lay-offs, retrenchment & golden handshake have come under
tremendous pressure. As a result, the performance of the banking sector has been affected very
seriously as far as customer retention, profitability, business turnover, market share, retention
of products and product lines, satisfactory customer services and returns on investment are
concerned.

Over the past 40 years & above, human resources are considered as unique & most valuable
assets of an organization. The successful management of an organization's human resources
can cause a rise or fall of an organization. It is an exciting, dynamic and challenging task,
especially during modern time when the world has become one large global village and
economies are in a state of flux & ever changing dynamics. Short supply of talented resources
and growing expectations of the modern day worker have further increased the complexity of
the human resource function. Despite specific human resource functions/activities being the
responsibility of the human resource department, the actual management of human resources
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is the responsibility of every manager in an organization. There is an increasing demand and
pressure to sustain and improve the organizational performance through efficient and
motivated workforce.

In this paper, an attempt has been made to understand the relationship between HRM practices and
organizational performance in HDFC Bank.

Research Objectives
The study focused on the following objectives:

1. To address the relationship between HRM practices and organizational performance,
2. To identify the impact of HRM practices on organizational performance

HYPOTHESIS
To give the proper direction to the study, a set of following working hypothesis has been
developed:
H1: HRM practices have significant association with organizational performance.
H2: HRM practices have significant impact on organizational performance.

Independent Variable

The study looked at the following Independent variables that contribute significantly to
organizational performance: General climate, OCTAPACE Culture, Selection Process, Job
Definition, Career Planning, Employee Participation, Performance Appraisal, Training and
Development and compensation.

Dependent Variable
The dependent variable was perception of employees towards organizations performance.

REVIEW OF LITERATURE

Human Resource Management is very important for banks because banking is a service
industry. Research suggest that service quality is increasingly recognized as a crucial factor
that determines the level of success of any business (Parasuraman et al., 1988). Banking sector
in this case cannot be an exception. Level of quality service is widely used to evaluate the
performance of banking services (Cowling and Newman, 1995). The banks realize that
customers will be loyal if they receive higher values than competitors (Dawes and Swailes,
1999) while on the other hand, banks in return can earn higher profits if they are able to
position themselves better than their competitors within the specific market segments (Davies
et al., 1995). People management and risk management are two Kkey challenges banks are
facing. It has become big threat as well as opportunity for banks to manage its workforce and
risks to find out the success in the business of banking. Skilled & efficient manpower is
responsible for efficient & effective risk management. Banking is "People Business" means it
start from people (employees) and ends with people (customers). Researchers stated that
human resources are people that are employed in an organisation to carry out their daily
duties in exchange for wages, salaries or rewards (Denisi and Griffin, 2005). Human resources
are ways and means to achieving competitive advantage because of its nature of converting the
other resources (money, machine, methods and material) into output (product/service). A
competitor may imitate resources like capital & latest technology but not human resource.

According to Khatri (1999), people are the single most important factors providing
adaptability & flexibility to organizations. Rundle (1997), argues that we need to keep in mind
that people are the adaptive mechanism that will determine how the organization will respond
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to the competitive environment. Many scholars have reasoned that managing people is not as
easy as managing capital or technology (Barney, 1991; Lado and Wilson, 1994). However those
organizations that have understood and learned to manage their employees/HR well would
have better chance to overcome others in the long run because acquiring and finally deploying
and managing employees/HR effectively is important and takes much longer way (Wright et
al, 1994). On one hand, human resource management is the formal system that includes
philosophy, policies, and practices in an organisation to ensure that it effectively utilizes the
knowledge, skill, abilities, and other characteristics of the employees to achieve the
organisational goals (Pynes, 2009). Proper management of human resources can provide a
competitive advantage for organisations to compete in their respective industries. Human
resource practices such as the recruitment and selection, training and development,
compensation and benefits, retention, evaluation and promotion of employees, and labor
management relations are the practices that have always been carried out and have become
key elements in an organisation. It is important for the organisation to recruit the right people
to fill up available vacancies in order to attain the standard needed in delivering the required
quality of services and products (Hayes and Ninemeie, 2009).

Impact of HRM Practices on Organizational Performance

Alot of researchers are trying to establish a relationship between HRM and the performance of
an organization have taken a micro approach, investigating every single HRM practices such as
staffing, training, goal-setting, compensation and effects of those practices on organizational
outcomes is shown in Exhibit 2.3 as under:

Copyright © Society for Science and Education, United Kingdom 55



Gulzar, R. (2017). Understanding The Relationship between HRM Practices and Organization Performance in HDFC Bank. Archives of Business
Research, 5(3), 53-69.

Exhibit 2.3: Empirical Studies of HRM Practices and Organizational Performance

Researcher HRM Practices Dependent variable Finding

Training, organizational | Store performance

Russell, Terborg support Training was positively
& Powers correlated with store
(1985) performance.

Balkin, Compensation -

GomezMejia Incentive-based reward
(1987) systems were more

effective in growth
stage & high-tech

companies.

Jackson, Schuler & | Appraisal compensation, -

Rivero (1989) training, employment Significant association

security between firms pursuing

high and low innovation
strategy and HR
practices.

Gerhart & Contingent pay and base| Firm financial

Milkovich pay performance Positive relationship

(1990) between contingent pay

and financial
performance of firms.

Terpstra & Staffing practices Annual profit, profit

Rozell (1993) growth, sales growth | pogitive, significant
& overall| effect of extensive
performance staffing practices on

annual profit, profit
growth, and overall
performance.

Bartel (1994) Employee Training Labor productivity
Formal employee
training eliminates
productivity gap.

Russell, Terborg and Powers (1985), worked on the relationship between training,
organizational support and performance of organizations. They considered a sample of sixty-
two retail stores. Their study utilized data obtained from a company developed attitude survey.
The findings provided evidence that both training and organizational support was positively
and significantly related to store performance. In a study conducted by Balkin and Gomez-
Mejia (1987), on compensation, it was revealed that incentive-based reward systems were
more effective in growth stage and in high-tech companies. Jackson, Schuler and Rivero (1989),
worked on the variation in performance appraisal, compensation, and training and
development programs within different strategic setting. Results revealed from the survey
responses showed organizations utilizing an innovation strategy as a means of differentiation
versus other organizations were less likely to use incentive compensation, more likely to offer
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employment security, likely to provide more total hours of training and more likely to offer
employees training related to both skills needed currently & skills required in the future.

Gerhart & Milkovich (1990), studied impacts of contingent pay and base pay on a company’s
performance. They also examined the determinants of pay mix in an effort to distinguish the
extent to which pay mix decisions vary after controlling employee investments in human
capital, personal characteristics and job characteristics. Their work revealed that support for
variation in pay mix even after controlling of these factors. They also found a lot of
relationships between pay mix and industry, company size & company’s financial performance.
Terpstra & Rozell (1993), also studied effects of widespread staffing practices with company
performance as their direct dependent variable. The staffing practices investigated were
follow-up studies on recruitment sources, validation of studies on selection instruments,
structured/standardized interviews, mental ability tests and biological information blanks or
weighted application blanks. The study found that the extent of use of these staffing practices
varied by industry and organizational size. Performance measures examined in the study were
annual profit, profit growth, sales growth and overall performance. The results revealed a
positive & significant effect of extensive staffing practices on all the above factors namely
annual profit, profit growth, sales growth and overall performance. Bartel (1994), also made
use of training as an independent variable & labor productivity as dependent variable and
found that the implementation of training programs for employees was directly related to
labor productivity gains.

The studies mentioned above provide examples of the growing interests in the effects of
specific HRM practices on organizational outcomes. Becker & Gerhart (1996), have concluded
that HR systems are path dependent. However, HRM practices & policies don’t exist in
organizations in isolation. As a result, a growing body of work has turned toward examination
of these systems of HRM practices in an attempt to determine the true effect of HRM on
organizational performance.

HRM practices improve organizational performance. Rondeau and Wager (2001), examined
the co-relation between HRM practices, workplace climate & perceptions of organizational
performance, in a large sample of Canadian nursing homes. The study found that nursing
homes, which had implemented more ‘progressive’ HRM practices, had a general tendency to
perform better on a number of valued organizational outcomes. Chand & Katou (2007),
conducted a study to investigate if some characteristics of hotels affect organizational
performance in the hotel industry in India & to examine if some HRM systems affect
organizational performance .Their study revealed that hotel performance is positively
associated with hotel category, type of hotel & hotel performance is directly related to HRM
systems of recruitment & selection, manpower planning, job design, training & development,
quality circle & pay system. Joseph & Dai (2009), in their studies found that there is a direct
relation between HRM practices & organizational performance that alignment of HRM is also a
driver for organization’s performance.

The analysis carried out by Nayaab et al. (2011), revealed HRM practices contribute to the
enhanced banks performance. Additionally, the result indicated that HRM practices like
training, employee participation in decision making were directly proportional to overall
performance of the bank. Further, Osmann et al. (2011), reported in his studies that the
effectiveness of implementing HRM practices in an organization has a significant impact
towards its performance. The findings also show that HRM practices directly affect almost 50%
of a company’s performance. Huselid (1995), conducted a study to report the link between
systems of High Performance work practices and company’s performance and found that these
practices have an impact on intermediate employee outcomes (turnover and productivity),
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short & long term measures of corporate financial performance. Hyde et al. (2008), studied the
impact of HRM practices on an organization’s profitability and concluded that little support for
a positive relationship between HRM practices and organization profitability. Carl (2000),
examined the relationship between human resource management practices followed by
performance of 101 foreign-owned subsidiaries in Russia. The results of the study provide
support for the assertion that investments in HRM practices can substantially contribute a
company to perform better.

In order to understand the impact of HRM practices on organizational performance the following
nine variables were taken into consideration:

General Climate

The general climate is important for HRM practices if it has to be implemented effectively. The
general climate is an amalgamation of commitment of top management and line management
as well as supportive personnel policies with the positive attitude for development. The
general climate is a cognitive interpretation of the organizational situation that has been
labeled psychological climate which represents how work environments are cognitively
appraised and represented in terms of their meanings and significance for individual
employees in organizations.

OCTOPACE Culture

The essence of the HRD climate can be measured by the importance that is given to the
development of OCTAPACE culture in an organization. The term has been created by Professor
T.V. Rao. The items like openness, confrontation, trust, authenticity, pro-activity, autonomy,
collaboration and experimentation are valued and promoted in the OCTAPACE culture of
organizations. Studies conducted by (Rohmetra, 1998; Kumar and Patnaik, 2002; Kumar, 1997;
Bhardwaj and Mishra 2002; Mishra, Dhar and Dhar, 1999; Alphonsa, 2000; Rao and Abraham,
1999) shows that the culture of OCTAPACE values is absorbed in the culture of the many
organizations to a good or moderate degree. The continuous development of human resources
is direct result of the OCTAPACE culture.

Selection Process

Selection is the process of choosing from the pool of potential employees available for
particular jobs in terms of qualified job and organisation requirements. Organisation
requirements will include the need to take account of the expectations of existing employees,
whether for example, the new employee will find acceptance with existing employees.
According to Tim (1995), selection is the assessment of candidates for vacant jobs and the
choice of most suitable people. Selection is the oldest function of public personnel
administration (Shafritz, Russell and Borick, 2007).

Job Definition

Job definition is the written format of duties and tasks a single worker is expected to perform
(Tracey, 1998). Defining task, authority and systems is facilitated by job definition and hence
system are organized and integrated at individual job level and across organization units. Job
definition envisages both job description and job specification. It clarifies various
responsibilities, duties, working condition and expected skills of a worker performing that
particular job (Qureshi and Ramay, 2006). It is necessary for managing employees in
organisations. When employees are clear about their tasks and duties they can very easily
achieve personal as well as organizational objectives. Job description is “a document which
describes major duties, functions, and authority assigned to a position, and the relationship
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between the position and other positions in the organization or department” (Tracey, 1998)
and task is defined as “unit of work, a task is created whenever human effort, physical or
mental is exerted to achieve a specific purpose” (Shafritz, 1985). Job description mainly
describes an employee’s responsibilities and duties needed to be performed regarding certain
job, while Job specification describes the knowledge, qualification and competencies required
to perform a particular job.

Career Planning

In human resource management, career planning aims to identify needs, aspirations and
opportunities for individuals’ career and the implementation of developing human resources
programs to support that career. According to Manolescu (2003), career planning is a
continuous process for an individual to develop his own occupational concept as a result of
skills or abilities, needs, motivations and aspiration. Career planning is a systematic and
comprehensive process of targeting career development, implementing strategies, self
assessment, analysis of opportunities and evaluation of results. Career planning process
involves both the organization and the individual responsibility. Therefore, the individuals
must identify their aspirations and abilities, and through assessment and counseling to
understand their training and developmental needs. The organization needs to identify its
needs and opportunities, to plan its employees and to ensure they possess necessary
information and appropriate training for career development.

Employee Participation

Participation is a process which allows employees to exert some influence over their work and
the conditions under which they work (Heller, Pusic, trauss and Wilpert, 1998) or
alternatively, as a process in which influence on decision making is shared between
hierarchical superiors and their subordinates (Wagner and Gooding, 1987). Newstrom and
Davis (2004), stated participation as a mental and emotional involvement of people in group
situations that encourages them to contribute to group goals and share responsibility for them.
It is social processes by which people become self involved in an organization and want to see
it work successfully. Mac Gregor (1960), contended that workers participation involves
creating opportunity under suitable condition for people to influence the decisions that affect
them. It is a special case of delegation in which the subordinate gains control, and has greater
freedom of choice in matters of bridging the communication gap between the management and
workers. This serves to create a sense of ownership and belonging among the workers, as well
as conducive environment in which the worker will voluntarily contribute to management’s
efforts.

Performance Appraisal

Performance appraisal (PA) consists of a framework of planned goals, standards and
competence requirements and plays an important role in integrating the individual’s needs
with the organizational needs (Saraswathi, 2010). It is a formal management system that
provides for the evaluation of the quality of an individual’s performance in an organization
(Yousef, 2000). Hussain-Ali and Opatha (2008), stated that performance appraisal is perceived
degree to which performance appraisal system has attributes those are right for fair and
accurate evaluation of employee job performance. They argue that the attributes comprise nine
features such as PA objectives; PA policies; PA criteria and standard; PA form and procedure;
training of appraisers; feedback discussion; procedure for ensuring accurate implementation;
make decisions and store them and review and renewal. Ali and Akter (2011), stated that
employee performance appraisal is subject of great interest in most organizations. There are
several reasons behind this. First reason is performance appraisal decisions have effects and
consequences on workers compensation and recognition (Bartol and Locke, 2000; Millward et
al, 2000). Second important reason is, performance appraisal is important for the
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development of strategic human resources, which looks at employees as an organizational tool
for an organization to survive in competitive and turbulent situations (Ahmad and Spice,
2000). Strong evidence shows that performance appraisal has positive association with
performance. Hanley (2005), stated that developmental purpose of performance appraisal is
more productive in influencing organizational performance. Brown and Heywood (2005),
noted that performance appraisal system has positive association with improved productivity
of organizations. Lee and Lee (2007), investigated that effective performance appraisal system
improves productivity and quality

Training

In this competitive world, training plays an important role in the competent and challenging
format of business. Training is the nerve that suffices the need of fluent and smooth
functioning of work which helps in enhancing the quality of work life of employees and
organizational performance too. According to Armstrong, (2001) “Training is systematic
development of the knowledge, skills and attitudes required by an individual to perform
adequately a given task or job”. Flippo,(1984) “Training is the act of increasing knowledge and
skills of an employee for doing a particular job.” Aswathappa (2000) stated that the term
‘training’ indicates the process involved in improving the aptitudes, skills and abilities of the
employees to perform specific jobs. Training helps in updating old talents and developing new
ones. ‘Successful candidates placed on the jobs need training to perform their duties
effectively’. The principal objective of training is to make sure the availability of a skilled and
willing workforce to the organization. In addition to that, there are four other objectives:
Individual, Organizational, Functional, and Social

Compensation

Compensation is an integral part of human resource management which helps in motivating
the employees and improving organizational effectiveness. According to Bob (2011),
compensation processes are based on compensation philosophies and strategies and contain
arrangement in the shape of policies and strategies, guiding principles, structures and
procedures which are devised and managed to provide and maintain appropriate types and
levels of pay, benefits and other forms of compensation. Pearce (2010), stated that
compensation implies having a compensation structure in which the employees who perform
better are paid more than the average performing employees. Armstrong and Brown (2005),
postulate that compensation management is an integral part of HRM approach for managing
people and as such it supports the achievement of business objectives. Harrison and Liska
(2010), in their study posit that reward is the centre piece of the employment contract after all
it is the main reason why people work. This includes all types of rewards, both intrinsic and
extrinsic, that are received as a result of employment by the organization.

SAMPLE SIZE
The total sample taken was 33, out of which 8 were managers and 24 were subordinates.

Selection of the sample organization

The banking organization under study was Housing Development Finance Corporation Limited
(HDFC) Bank. The Housing Development Finance Corporation Limited (HDFC) was amongst
the first to receive an 'in principle' approval from the Reserve Bank of India (RBI) to set up a
bank in the private sector, as part of the RBI's liberalization of the Indian Banking Industry in
1994. The bank was incorporated in August 1994 in the name of '"HDFC Bank Limited?, with its
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registered office in Mumbai, India. HDFC Bank commenced operations as a Scheduled
Commercial Bank in January 1995.

HDFC is India's premier housing finance company and enjoys an impeccable track record in
India as well as in international markets. Since its inception in 1977, the Corporation has
maintained a consistent and healthy growth in its operations to remain the market leader in
mortgages. Its outstanding loan portfolio covers well over a million dwelling units. HDFC has
developed significant expertise in retail mortgage loans to different market segments and also
has a large corporate client base for its housing related credit facilities. With its experience in
the financial markets, a strong market reputation, large shareholder base and unique
consumer franchise, HDFC was ideally positioned to promote a bank in the Indian
environment.

HDFC Bank began operations in 1995 with a simple mission: to be a "World Class Indian
Bank." We realized that only a single minded focus on product quality and service excellence
would help us get there.

DATA ANALYSIS AND INTERPRETATION

Employees view's on HRM variables in HDFC Bank

The overall survey results of table 1.1 indicates that the mean values and percentage to mean
score ranges between 2.50(37.50%) and 4.50(87.50%) in case of managers of HDFC bank. The
table 5.24 reveals that the mean value and percentage of mean score ranges between 2.50
(37.50%) and 4.40(76.0%) in case of subordinates of HDFC bank. It is imperative to note that
higher mean values or higher percentage of mean scores linked across the variables HRM
indicates that these variables are perceived to be superior and effective and lower mean values
or lower percentage of mean scores across the managers and subordinates have poor opinion
about the effectiveness of HRM variables. To continue with the same, the table 1.1 also depicts
that the perception of managers in the HDFC bank towards various components of HRM. It can
be interpreted that only 35 out of 52 statements have crossed 60% level of satisfaction among
the managerial staff of HDFC bank rest are less than 60%. The table 1.2 depicts the perception
of subordinates of HDFC bank towards the various components of HRM. it can be interpreted
that only 12 out of 52 statements have crossed 60% level of satisfaction and rest are below
60%. It reveals that managers are having more favorable perception towards the existing HRM
practices in the HDFC bank than subordinates.
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Table 1.1: Perceived View of HDFC Managers on HRM practices

Statements HDFC Managers (N=24)
Mean Mean score Std. Deviation
GC1 2.75 43.75 1.165
GC2 3.25 56.25 1.035
GC3 4.00 75.00 1.309
GC4 3.38 59.50 1.302
GC5 3.38 59.50 1.188
GC6 3.75 68.75 1.282
GC7 3.38 59.50 1.061
0C1 2.75 43.75 0.707
0C2 3.50 62.50 0.756
0C3 3.50 62.50 0.926
0C4 3.13 53.25 1.356
0C5 3.50 62.50 0.756
0C6 4.13 78.25 0.991
0C7 4.00 75.00 0.535
S1 3.87 71.75 0.641
S2 4.13 78.25 0.641
S3 4.00 75.00 0.756
S4 4.13 78.25 0.991
S5 4.50 87.50 0.756
S6 4.13 78.25 0.641
JD1 3.88 72.00 1.246
JD2 3.88 72.00 0.991
JD3 4.00 75.00 0.756
JD4 2.88 47.00 1.356
CP1 3.75 68.75 1.165
CP2 3.75 68.75 0.707
CP3 3.38 59.50 0.518
CP4 3.25 56.25 1.165
CP5 3.50 62.50 1.414
CP6 4.25 81.25 0.707
CP7 3.63 65.75 0.916
EP1 2.50 37.50 0.756
EP2 3.13 53.25 0.641
EP3 3.50 62.50 0.756
PA1 3.75 68.75 0.886
PA2 3.75 68.75 0.707
PA3 3.50 62.50 1.069
PA4 3.13 53.25 1.246
PA5 3.75 68.75 0.886
PA6 3.75 68.75 0.886
PA7 4.13 78.25 0.991
T1 3.88 72.00 0.991
T2 4.38 84.50 0.744
T3 3.25 56.25 1.035
T4 4.25 81.25 0.463
T5 3.50 62.50 0.756
T6 3.63 65.75 1.408
C1 3.87 71.75 0.354
C2 3.75 68.75 1.282
C3 3.13 53.25 1.246
C4 3.25 56.25 1.389
C5 3.13 53.25 1.126
Total 3.61 65.49
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Table 1.2 Perceived View of HDFC subordinates on HRM practices

Statements HDFC Subordinates(N=72)
Mean score % of Mean score Std. Deviation
GC1 2.50 37.50 1.063
GC2 3.04 51.00 1.301
GC3 3.04 51.00 1.122
GC4 3.29 57.25 1.042
GC5 3.25 56.25 1.113
GC6 3.04 51.00 0.999
GC7 3.08 52.00 1.248
0C1 3.00 50.00 1.022
0C2 3.33 58.25 1.239
0C3 3.21 55.25 1.062
0C4 3.21 55.25 1.141
0C5 3.42 60.50 1.349
0C6 3.13 53.25 1.393
0C7 3.67 66.75 1.274
S1 3.25 56.25 1.152
S2 3.33 58.25 1.239
S3 3.33 58.25 1.239
S4 3.33 58.25 1.308
S5 3.67 66.75 1.204
S6 3.08 52.00 1.283
JD1 3.42 60.50 1.381
JD2 3.50 62.50 1.383
JD3 3.83 70.75 1.007
]D4 3.29 57.25 0.955
CP1 3.04 51.00 1.197
CP2 3.33 58.25 1.167
CP3 3.21 55.25 1.250
CP4 2.92 48.00 0.974
CP5 3.29 57.25 1.197
CP6 3.00 50.00 1.216
CP7 3.21 55.25 1.215
EP1 2.33 33.25 1.090
EP2 3.13 53.25 1.035
EP3 3.37 59.25 1.245
PA1 2.92 48.00 1.283
PA2 3.29 57.25 1.042
PA3 3.00 50.00 1.063
PA4 2.79 44.75 1.062
PA5 3.58 64.50 1.381
PA6 3.38 59.50 1.013
PA7 3.21 55.25 1.141
T1 3.75 68.75 0.847
T2 3.83 70.75 0.761
T3 3.21 55.25 0.884
T4 3.58 64.50 0.881
T5 4.04 76.00 0.690
T6 3.79 69.75 1.103
C1 3.25 56.25 1.152
C2 3.04 51.00 1.197
C3 2.96 49.00 0.955
C4 3.17 54.25 1.049
C5 2.88 47.00 1.035
Total 3.24 56.12
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Spearman'’s Correlation Coefficient

A lot of research has been conducted throughout the world to study the correlation between
HRM practices and organizational performance although most of the research has been
conducted in the U.S.A, yet many research studies on the subject are coming from United
Kingdom. Research on this important subject is picking up in developing countries also.
Research studies reveals that the relationship between HRM practices and organizational
performance is positive simply there is a positive correlation between two.

Keeping the background in view, the present study has been conducted to study the
relationship between HRM practices perceived organizational performance in the banking
industry in India. The correlation coefficients clearly present the results of the current study.
The inter correlation among different HRM practices and different measures of Organizational
performance is studied, as there are glaring differences in so far results of the study are
concerned . Same has been analyzed in the following paragraphs.

From table 1.3, it is clear that managers of HDFC shows positive correlation between General
climate and other HRM variables with the highest positive correlation(0.497) between General
climate and employee participation and is statistically significant with p-value 0.013 and
lowest positive correlation (0.114) between general climate and selection . The negative
correlation is only between employee participation and Career planning (-0.094) and between
compensation and employee participation (-0.117) and is statistically non-significant. The
overall highest positive correlation of 0.676 exists between Selection and job definition and is
statistically significant with p-value 20.0001. Likewise, higher level of positive correlation
exists between various HRM Practices such as 0.582(Performance Appraisal and Job
Definition), 0.569 (OCTAPACE culture and employee participation), 0.532(between
compensation and Performance Appraisal), 0.485 (Performance Appraisal and career
planning),0.430 (OCTAPACE culture and Job Definition). The lower degree of positive
correlation exists between various dimensions of HRM practices such as 0.038 (Selection and
Training), 0.064(Career Planning and OCTAPACE culture), 0.067(Training and Employee
Participation), 0.078(Training and OCTAPACE culture)

Table 1.3: Correlation coefficients among HRM practices in the managers of HDFC bank

Variables GC 0ocC S JD CP EP PA T C
General Correlation 1.000
climate(GC) Coefficient '
P-Value
OCTAPACE Correlation
Culture(0C) Coefficient 0125 1.000
P-Value 0.357
Selection(S) Correlation
Coefficient 0.114 0.252 1.000
P-Value 0.439 0.085
Job Definition(JD) | Correlation | ., 0430° | 0.676" 1.000
Coefficient
P-Value 0.469 0.014 0.000
Career Correlation
Planning(CP) Coefficient 0.409 0.064 0.238 0.300 1.000
P-Value 0.002 0.637 0.104 0.096
Employee Correlation . - )
Participation(EP) Coefficient 0.497 0.569 0.203 0.287 .094 1.000
P-Value 0.013 0.004 0.342 0.174 0.662
Performance Correlation .
Appraisal(PA) Coefficient 0.362 0.173 0.369 0.582 0.485 0.234 1.000
P-Value 0.006 0.201 0.010 0.000 0.000 0.270 .
Training(T) Correlation 0217 0.078 0.038 0.120 0289 | 0067 0236 | 1.000
Coefficient
P-Value 0.139 0.598 0.797 0.513 0.046 0.757 0.107
Compensation(c) | Correlation || |, g -214 0.157 0.154 0119 | -117 | 0532° | 0158 | 1.000
Coefficient
P-Value 0.431 0.186 0.335 0.400 0.463 0.587 0.000 0.330
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The results in the' table 1.4 shows that the highest association of 0.618 between Performance
Appraisal and Selection among subordinates, followed by various positive correlation of 0.536
between Career Planning and Selection, 0.508 between Performance Appraisal and Career
Planning, 0.479 between Compensation and Selection, 0.417 between Compensation and
Career Planning, 0.414 between Selection and General Climate, 0.398 between Performance
Appraisal and Job Definition, 0.368 between Compensation and Performance Appraisal and so
on and are statistically significant. A large number of positive correlations are sufficient proof
that HRM practices are positively related although the degree of association varies
considerably.

Table 1.4: Correlation coefficients among HRM practices of the subordinates in HDFC Bank

Variables GC (o] S JD CP EP PA T C
General climate(GC) Correlation
Coefficient 1.000
P-Value
OCTAPACE Correlation
Culture(0C) Coefficient 0.268 1.000
P-Value
0.000
Selection(S) Correlation
Coefficient 0414 0.200" 1.000
P-Value
0.000 0.016
Job Definition(JD) Correlation
Coefficient 0.123 0.126 0.293" 1.000
P-Value
0.231 0.223 0.004
Career Planning(CP) Correlation
Coefficient 0.396" 0.159" 0.536" 0.267" 1.000
P-Value
0.000 0.040 0.000 0.009
Employee Correlation
Participation(EP) Coefficient 0.233" 0.278" 0.385" 0.071 0.312" 1.000
P-Value
0.049 0.018 0.001 0.552 0.008
Performance Correlation
Appraisal(PA) Coefficient 0.354" 0.161" 0.618" 0.398" 0.508" 0.293" 1.000
P-Value
0.000 0.038 0.000 0.000 0.000 0.013
Training(T) Correlation
Coefficient 0.078 0.072 0.278" 0.164 0.221" 0.022 0337 1.000
P-Value
0.352 0.394 0.001 0.109 0.008 0.854 0.000
Compensation(c) Correlation
Coefficient 0.300" 0.182" 0479 0.080 0417 0.072 0.368" 0.113 1.000
P-Value
0.001 0.047 0.000 0.436 0.000 0.548 0.000 0.221

The above tables displays inter correlations among the variables representing the different
HRM practices namely general climate, OCTAPACE culture, selection, job definition, career
planning, employee participation, performance appraisal, training and compensation. It is clear
that the respondents are agreeing that these practices are well established in the organizations
under study. These results can be considered as a good sign that different HRM practices are
communicated and recognized by both managers as well as subordinates of HDFC Bank. It can
be concluded that the results confirm positive relationship between HRM practices that
indicates the level of satisfaction of employees towards HRM practices as hypothesized with
varying degree of correlation.

SUMMARY OF FINDINGS AND CONCLUSIONS
On the whole we found the existence of good HRM practices in the sample study organization.
The managers in general showed a favorable attitude towards HRM practices in the sample
study organizations. They were satisfied with the developmental policies of the top
management as well as happy with the prevailing HRM climate in the sample organizations.
However, findings of the present study indicate that there is still substantial scope for
improvement in various aspects of HRM practices in the sample study organizations.
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SUGGESTIONS AND THE POLICY IMPLICATIONS

The research study attempts to analyze the impact of HRM practices by focusing on
relationship between HRM practices variables on organizational performance in the banking
sector within the Jammu and Kashmir state of India. The key to the success of any organization
lies in how efficiently and effectively the organizations can manage its assets i.e. human
resources. The principle applies equally and perhaps more aptly to service institutions like
banks. The banking industry in India, which is working hard to cope up with the technological
changes and meets the challenges of globalization. In the developed countries the modern and
sophisticated technology is widely accepted in the banking industry, while in India especially
Jammu and Kashmir has to go long way for having perfectly managed banks.

As for as banking industry is concerned there is no other input except human resource and the
output depends entirely on the quality of human resource and we have lot of factors to cover in
this area. Various HRM practices have been acquired in Indian banking industry through a very
gradual and reactive process. Since these practices have been acquired at different stages, they
are neither cohesive nor complementary and may not be in a line with the current business
activities and expected future diversification. The need of the time is not the routine casual and
gradual approach but to be proactive, well planned , instant and multi prolonged approach to
cope with the various challenges like unpredictable technological development , competitive
environment, diversified composition of human resource, increasing expectation of customers,
effects of financial reforms within the country and globalization. Given these realities, the
banks are under tremendous pressure to initiate new approaches, takes efforts to sustain these
initiatives and a higher degree of professionalization of HRM function, which in turn calls for
the paradigm shift in managing human resources in banking industry in India .

LIMITATION AND DIRECTION FOR FUTURE RESEARCH

The research study made number of limitations. The main limitation of this research study is
about sampling issue as the small sample size reported may have affected the research results.
Even our research findings might have depicted certain results these findings cannot be
construed as an independent model to ensure performance of the organizations. Nonetheless,
this model has provided insight into possible reasons for organizational performance. In
addition to that, the study focused on perceptions of organizational performance and HRM
practices as reported by the employees. Hence it is subject to common source and common
method bias as perception varies from person to person. The study did not cover all the HRM
practice variables that have an impact and relationship with organizational performance.

Several suggestions and recommendation that are fruitful for future research emerged from
this present study. In order to validate the findings of the study, case study, focus groups and
longitudinal studies are another interesting approach that can be undertaken for future
research. Additionally, the research model of this study can be tested in other service sector
like education, hospitals and tourism with the large sample size so that the research model can
be generalized.
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