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Abstract

This study is examines the impact of human resopraetices on organizational performance in bankisgctor in
Saudi Arabia, and how different variables helpoaganization to achieve its objectives in efficiamtd effective
way. The study focuses on seven variables of humesource management practices which: are training
&development, performance appraisal , empowernuampensation, job rotation, participation in demisimaking,
and selecting system. The main object of this mebes to evaluate the impact of human resourceagement
practices on organizational performance. More gedgj on banking sector in Saudi Arabia. The ddtestrument
used for data collection was questionnaire, toyamathe effect of these seven variables, usingrigitise statistics
and correlation analyze in order to analysis the ddhe result confirm that all. seven variablefuman resource
management practices are positively correlate wfiganizational performance in banking sector inds&rabia.
which indicate that the enhancement in those humeourse practices can lead to improvement of opadnce in
banking sector in Saudi Arabia,

Key words: Human resource management (HRM ), performanaibg sector.

1.Introduction
A message frequently found in corporation missitatesnent and annual reports is that people aresfimmost
valuable resource. Having the right personnel atrigiht place and at the right time is utmost intg@oatr to survival
and success of any organization.(Oladipo 2011m&iproclaim that people are the source of their p=titive
advantage whether they be technological expertsomamodating customer services expert, or visionary
managers ... at a time of unparallel technology bgwraent, it is the human resource that spell siscoedailure
for all firms, and especially entrepreneurial oft€stz et al.2000).
Quite honestly, organizations and managers areeatlvat at every point, they face rapid and complenges In the
market environment. One of the most remarkableltresthe change of attitude in some firms towardamizations
people or human resource. Top managers in suckiged, that people are among the organizations wabsable
strategic resources (Pfeffer 1994). Organizatioitls long term objective are therefore, re-examheway in which
they manage their human resource. This reappiigisding to a widening of the role of personnahagement, as
indicated by increasing popularity of term “Humasaeurce management (HRM).
The impact of human resource management (HRM) polydknown as HR practices on organizational pentomce
and employee attitude has been a leading areasefmeh in the developed countries for years. Buprsingly,
very limited number of studies have been conductedHR practices in the context of developing cadestin
general (Sarbariy 2011) therefore, conducting HRMtudies in the other parts of the world, for eglanAsia or
Africa will help to meet the shortage of empirigadrk in field of those parts of the world and atsve as a vehicle
for comparative studies. Although, many studiegh@impact of human resource management on orfomnal
performance have been conducted dealing with méffigreht industries at the same time (Davision let 996,
Wyatt’s,2002) others studies stated that therenisdvantage in investigating HRM within a singleustry by
suggesting that measurement of organizational pegioce, HRM practices, and control variables weoeenprecise
when study focused on a particular industry(Inctusiai et al.,1995).Therefore, the field which is éstigated in this
study is banking sector in Saudi Arabia.
2. literaturereview
2.1 Human resource management
The new millennium will necessitate many change®rganizations and therefore the field of humarouese
-management has certainly come to an evolutionaryscoad .HRM highlighted on the positive sidehs tvorkers
that they are irreplaceable assets belonging tanbzgtions that contribute to its successes. HRMewmlved from
188



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Ly
Vol 4, No.21, 2012 NSt

two distinct conception of link between employeetivation and behavior and firm level performancécome. The
concept of HRM developed from workers in the USA1D60s and 1970s (Brewster 1994). In Europe ardralia
the notion of HRM as an ideological framework téeefively and efficiency manage labor, took rootaaademic
theory, a practitioner's tool kit and manageriabfpssion in the late 1972s, since then it has bedopted
increasingly around the world(Suzan 2006). Humaouece management is defined as a very criticairapérative
function that operates within an organization Thisction classified into recruitment, compensatidayelopment
related to the organization, safety, motivationeofiployee, benefit wellness, communication and imginand
performance management and all the activities dhatassociated with the employees and the wagstidin is
provided to them in order to achieve the goalfefdrganization(Ayesh et. al 2012). Also, Neo(20@8fjnes HRM
as composed of polices, practices, and systenirtiagnce employee’s behavior, attitude, and penénce.

2.1.1 Training & development

To meet the challenge inherent in®2&entury work careers and organizations employames required to
continuously update their knowledge, skills, amafkvhabits and organization to invest highly in ttevelopment
of their human capital(Gilad&Richard 2007). Reskar: indicate investment in training employees tesul
beneficial firm level out comes (Barak et.al, 1998he concept of training& development refers ty affort to
improve current and future skills, knowledge aniitéds of employee (Aswathappa,2008).

2.1.2 performance appraisal

Organization can observe the development of desineployee attitudes and behavior through the ussppfaisal
mechanism. A performance appraisal is a systeraaticperiodic process that assesses an individyalbgee'’s job
performance and productivity in relation to certaie- established and organizational objectivesafisé, 2009).
The application of performance appraisal are pt@ong termination, test validation, and performance
improvement. Therefore, improving performance aispiafor everyone should be among the highest itigerof
contemporary organization (Muczky 1987). Howevesrfgrmance appraisal system has potential advastige
organizations such as facilitation of communicatienhancement of employee focus through promotingt,t
performance improvement, and determination of ingimeeds.

2.1.3 Employee empowerment

The concept of empowerment is desirable managelmettorganization style .It's the process of emaplor
authorizing and individual to think, behave, talktian, and control work and decision making in asimous way
so it's an effective way to maximize all- aroundrwefficiency. Blanchard et.al,(1996) illustratdude keys that
managers must use to empower their employee. Theyseare: share information with everyone, createreomy
through boundaries and replace the old hierarcliy self managed team.

2.1.4 compensation

Compensation refers to all types of pay or rewaoihg to employees and arising from their employment
(Dessler,2007).companion very much important fopkyee because it is one of the main reason foplpem
work .moreover, media for organization to affecttivetion in several ways in order to achieve thecsfic goals
and objectives of the organization. A substantoaybof work has provided evidence that based cosgt@n has an
important on firm performance ( Oladipo,2011) .

2.1.5 Job rotation

Job rotation is one of management practices andnthiee widely used career development strategiesiRiv
literature which is a work system employees rotad@tbng different job. Job rotation provides empésye
meaningful change job content. Main objectivesobf jotation are to gain an overall a appreciatiborganizational
goals to create abrader knowledge base of diffdtemdtional areas, to develop a network of orgaivpnacontacts
and to enhance skills for employees. Furthermreretare two reasons why work system employeeterataong
different job is a useful way to motivate employegive them a sense of belonging and reduce
boredom.( Sarbapriya,2011).

2.1.6 Employee participation

Participation in decision making is the extentwbich employer allow or encourage employees (wlsod the
most important Assests) to share or participaternganizational decision making (probst,2005).Thgree of
participation could range from zero to 100% in elifint participation of management stages (cotton
et.al,1988).0Organizations benefit from the peraeiprocess, they improve understanding and péoospamong
colleagues and superiors, and enhance personned walthe organization. Researchers have founditivatve
employees to participate in decision making mayitpedy impact the following (steinheider,et al.Z&)QJob
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satisfaction, organization commitment, perceivedaaizational support, organizational citizenshiméaaor, job
performance, and organizational performance andaymee absenteeism.

2.1.7 Selection system

Organizations today are faced with the challengénafing and keeping higher- performing employadaving an
effective selection system one way to improve oigional outcomes. Selection systems are the taold
assessment used by an organization to yield the Hiesg decision. Moreover, it helps in identifgna right
candidate with potential to perform, generates msseof elitism, create high expectations of perfmoe, and
signals a message of importance of people to azgtan (Pfeffer,1994).

3-previous studies

Human resource management came into popular parianthe late 1970s. As a managerial approach aabed
re-ordering the employment relationship to ensumepleyee efforts were strategically focused on adhie
organizational performance and competitivenessnareiasingly volatile markets. However, it was omlythe
1990s that the concept of bundling of HRM practisesome popular and attract numerous studies. Basethiled
surveys K.M et al.,(2004) analyze the relationdiépveen outsourcing of human resource activitiamely training
and payroll and the firm performance. A sample4f®anufacturing firms represent 16two- digit sideandustries
in Southern western states the USA. using deseeigtiatistical and correlations. Results indichs both training
and payroll outsourcing have implication for firpsrformance.

Singh (2004) investigated the relationship betwsenHRM practices and firms level performance iulitn359
firms were drawn from firms listed in the Center fdonitoring India Economy (CMIE). 82 respondedsitively
to the survey. Using regression and correlatiorlyaig the study found a significant relationshgtveeen the two
HR practices namely training and compensation andgived organizational and market performance .

Based on a questionnaire Seonghee et al(2006)tigatei the relationship between the use of 12 mureaource
management (HRM) practices and organizational pmidoce, the population of the study was lodging and
restaurant companies in the USA. the sample wasndfiom compact Disclosure database consist of 216l and
restaurant .The result of regression analysesateficthat companies implementing HRM practicesnawee likely
to experience lower turnover rates for non-managjernployee .

Also, based on Cranet Network questionnaire resgoby highest-ranking officer from corporate [¢Bm, Eleni
T.et al(2007) utilizes an innovative research mdttogy(Kohonen’s self- organizing maps ) to exanthe
relationship between human resource managementorgahization performance among organizations i th
private and wider public sector of EU.the samplas each country have been selected from lists pexi by
national federations. The 1546 respondents werelraesrof corporate HR teams. the study indicatetitthaning&
development practices strongly related to perfomean
Based on data of 19,000 organizations and using mahalysis. Yongmei, et al.,(2007). identified HBRM
practices that researchers have studied as possitdeedents to firm performance ,that findinghaf tesearch is
that, HRM practices add a significant value forasmgation. In addition to that, the study illuseétHRM practices
and processes they impact most. Selection, trairamgl compensation level enhancing knowledge, sskilid
abilities. Participation, flextime, participationrggrams, grievance procedures and employment $gcare
enhancing empowerment practices. Incentive compiensand internal promotion are enhancing motivatio
enhancing practices.

Okpara and Pamela (2008) examined the extent tohwdrganization in Nigeria use various practiced perceived
challenges and prospect of these practices. Data eatlected from 253 managers in 12 selected caimmpan 10
cities. Their findings reveal that HRM practicescls as training, recruitment, compensations, pevéorce appraisal
and reward system are still in place and that isguebalism, ADIS, training and development aratraption are
some of the challenges facing HRM in Nigeria.
Using questionnaire for collecting data Ya-FenlgQ@®9).Investigated and explored human resouraetigces and
their influence on organization performance,129 panies in Taiwanese electronic industry and 112dbres in
China are used to demonstrate compare the impatiRbf practices on organization performance conmgawith
difference of appropriate decision support in eaalture for Taiwanese electronic industry and thbesgiary
company in China using Analytical Hierarchical pgss/Data Envelopment Analysis (AHP/DEA) model. Shely
found that different cultures have different redaghip with organization performance. The main ifigdsuggest:
asking the employee to participate company actiiti
4- the obj ectives of the study
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The main purpose of this study is to evaluate timpaict of human resource management practices on
organizational performance in banking sector. Ideorto meet this objective, the following objectviaken up
under our consideration.

1. Tofind out the impact of human resource managemenactices on organizational performance.
2. To identify the human resource practices that douti® most to the organizational performance.
3. Toincrease awareness in organizations regardiagt@e human resource activities.

4. To propose useful direction for future researches.

4.1- Research hypotheses
In order to achieve the objectives designed fizrstudy, the following research hypotheses atedtbased on
the revelation in the review of literature conéegnHRM practices and organizational performance.
Hypotheses one
There is significant positive correlation betwegairting & development and organizational perforneircbanking
sector in Saudi Arabia.
Hypotheses two
There is significant positive correlation betweeanrfprmance appraisal and organizational performamd®nking
sector in Saudi Arabia.

Hypotheses three
There is significant positive correlation betweempewerment and organizational performance in bankector in
Saudi Arabia.

Hypotheses four
There is significant positive correlation betweempensation and organizational performance in lmankector in
Saudi Arabia.

Hypotheses five
There is significant positive correlation betweeb fotation and organizational performance in baglsector in
Saudi Arabia.
Hypotheses six
There is significant positive correlation employeeticipation in decision making and organizatign@tformance in
banking sector in Saudi Arabia.

Hypotheses seven
There is significant positive correlation selectgystem and organizational performance in bankeggos in Saudi
Arabia.
5-Resear ch methodology
5.1 Data collection
For the purpose of this study, data were colleftech both primary and secondary sources. The sexgnddata
source include extensive desk research throughriibdifferent published material and world-wide bivé&Vhile
primary data was collected through questionnaineesfionnaire was constructed to measure HRM pesctand
organizational performance. The questionnaire wesigded based on sevens independence variableRbf H
practices, which were training& development, perfance appraisal, empowerment, compensation, ja@tioot
employee patrticipation, and selection system. Thieses were derived from comprehensive review dferdture
on HRM practices that are considered to relatergamizational performance. For the dependent viaidbyer and
Reeve, (1995) proposed four types of measuringfganizational performance affected by HRM thogeesyare
HR outcomes(turn over, absenteeism, and job setigfg, organizational outcomes(productivities, liyaand
services.), financial outcomes( ROA, ROE, and pabflity) , and capital market out comes(stockgc@rgrowth and
return).The variables are closely related concédlgtta some hypothesized precursors of performaBes.for the
purpose of this study (turnover, profitability, prectivity, and job satisfaction) are used as a meador
organizational performance. Total of (125 ) questi&ire were distributed, (105 ) were retuned, &itlesponse rate
of ( 84% ) percent. Some of the returned questivarare excluded due to incomplete information.aAsesult, a
total of (101 ) questionnaire were determineduaable and entered into statistical analysis. Qivé4d )
questions were developed and a five- points Ligeales(1= strongly disagree to 5 = strongly agne=¥ adopted
as it is believed to be an easier approach to atelfe data (Yu and Egri,2005). The questionnaireere
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distributed and collected with ( june2012 — Octol2e 2012 ) tailed report explaining the intend tbe
guestionnaire was attached.

It is important to mention that the questionnaiagl o be translated into Arabic to respect thospaedents who do
not know English.

5.1.1 sampling

The target population of this study is made upliob@nks operating in Saudi Arabia.(125) respondesite selected
randomly, using simple random technique.

5.1.2. Test of reliability

Before a applying statistical tools, testing ofiabllity is very much important, Therefore in theepent study,
Cronbach Alpha reliability test is conducted fol mleasures. It is commonly used as a measure ointbhenal
consistency or reliability of psychometric testrgctor a sample of examinees. Reliabilities areckbd and they all
fall between (0.76 ) and (0.86 ), which is satitfay value because the satisfactory value isirequo be more
than 0.6 for the scale to be reliable.(Malhotr@20 The overall Cronbach alpha of the all scalesd in this
study is ( 0.81) .this indicate the reliabilitysifales is reasonably high.

6.Data analysis and result discussions

6.1 Demographic characteristics of the respondent

As shown in table 1, 100% of the respondent werieihan Saudi Arabia it is difficult to have conned with
women). Majority of the respondent (87.1%) pos&S& degree, (9.9%) possess M.sc degree , andsg@8ohdary
school certificate .this is an indicator that thegondents are composed of highly educated pedmestould know
more about human resource management and it isctngpatheir banks and (44.5%) of the respondent a9
years experience this is an indication that th@aedent actually spent enough time in the servic&now the
impact of human resource on their banks performanogajority of the respondent (71.3%) were married

6.2 Themost important statistical methods used in this study

6.2.1.The mean: it is the most commonly used measticentral tendency, researcher has used to meetsal
average answer of the respondents.

6.2.2.Standard deviation: It is the most standaotsiracy and importance in measuring dispersiothfoarithmetic
mean is the square root of squares of deviatiohmesdor the mean, or in other words, is used tasuee (variation)
dispersion and concentration for Answers resporsdentaverage each of the phrases sections studg anttacted
from the sample, note that the value of the demialiéss (1.00) refers to the concentration of theers and lack of
dispersion, while the value of the standard dewmmatif (1) above refers to lack focus and answeseadsion.

6.2.3. T test: it is uses to determine significdifterences on certain points (center hypothesithefstudy) or the
difference between two means.

The researcher used a statistical analysis pro@@&®8S) in the data entry so as to get more acoastits; the data
were entered into SPSS according to the Likeriesaatl according to the following grades:-(table.2)

6.3 Hypothesistesting

As shown in (table.3) the correlation was calcddiar testing the hypothesis of this research &edtést of these
hypotheses leads to accomplish the objectivesisfstiudy. As according to Welkowitz, Cohen and E(2606),
correlation coefficient is a very useful way to suarize the relationship between two variable wiirgle number
that falls between -1 and +1.-1.0 indicates a jgeriegative correlation,0.0 indicates no corretgtend+1 indicates
a perfect positive correlation.

First hypothesis was There is significant positive correlation betweesirting & development and organizational
performance in banking sector in Saudi Arabia.

The result show that There is significant positborrelation between training & development arghaizational
performance in banking sector in Saudi Arabia thiee to the value of the correlation which is 0. 224 it is
statistically significant at the level of = 0.05, also note that the value of the deviatéms than 1.00 refers to the
concentration of the answers and lack of dispersion
Hypotheses two: There is significant positive clatien between performance appraisal and orgapizati
performance in banking sector in Saudi Arabia.

It can be observed that from the result of analysigtable 3) .There is significant positive coat#n between
performance appraisal and organizational performamdanking sector in Saudi Arabia thige to the value of the
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correlation which i€.792 and it isstatistically significant at the level af= 0.05, also it is observed that the value
of the deviation less than 1.00 refers to the cotmadon of the answers and lack of dispersion.

Hypotheses three: There is significant positiveaation between empowerment and organizationdbpeance in
banking sector in Saudi Arabia.

The result. Also, indicates that There is sigaificpositive correlation between empowerment agarazational
performance in banking sector in Saudi AratlidS due to the value of the correlation whichOg82and it is
statistically significant at the level aof = 0.05, also note that the value of the deviatéms than 1.00 refers to the
concentration of the answers and lack of dispersion
Hypotheses four :There is significant positive etation between compensation and organizationdbpeance in
banking sector in Saudi Arabia.

It is also evident(see table 3) that There is S§icgnit positive correlation between compensatioth arganizational
performance in banking sector in Saudi Aralitds due to the value of the correlation whichGs800and it is
statistically significant at the level of = 0.05, also note that the value of the deviatéms than 1.00 refers to the
concentration of the answers and lack of dispersion

Hypotheses five :There is significant positive etation between job rotation and organizationafgrerance in
banking sector in Saudi Arabia

The result show that There is significant positieerelation between job rotation and organizatigpeaformance in
banking sector in Saudi Arabia thisie to the value of the correlation which.i&51and it isstatistically significant
at the level ofu = 0.05, also note that the value of the deviatess than 1.00 refers to the concentration of the
answers and lack of dispersion..

Hypotheses six: There is significant positive clatien between employee participation in decisioaking and
organizational performance in banking sector indb&uabia.

The result show that There is significant positieerelation between employee participation in denisnaking and
organizational performance in banking sector inds&uabia due to the value of the correlation whish841and it

is statistically significant at the level af= 0.05, also note that the value of the deviakéms than 1.00 refers to the
concentration of the answers and lack of dispersion

Hypotheses seven: There is significant positiveetation between selection system and organizdtiperdormance
in banking sector in Saudi Arabia.

The result show that There is significant positiwerrelation between selection system and orgaoizati
performance in banking sector in Saudi Arabia. tuhe value of the correlation whictDi839and it isstatistically
significant at the level ad = 0.05, also note that the value of the deviakess than 1.00 refers to the concentration
of the answers and lack of dispersion..

6.4 Discussion of finding

The hypotheses test confirms that there is a sogmif and positive correlation between training évelopment,
performance appraisal, empowerment, employee faation in decision making, selection system, jotation and
job performance in banking sector in Saudi Arahia positive relationship indicates that attemphoifnan recourse
practices can significantly lead to improve of pemiance. According to T. test, training & develamhshow the
highest positive correlation with organization penfiance. It has maximum contribution toward orgaiin
performance Job rotation shows the least positoreetation with organization performance in banksggtor in
Saudi Arabia.

7. limitation and futureresearch

Main objectives of this research are investigatkd tmpact of human resource management practices on
organizational performance in Saudi banking sedaspite of these encouraged result, this resestiithave un
avoidable limitation, the most obvious limitatiohthe present study is limited by cost and time #rat reflect on
response rate. Many recommendation could be madgutiere research relating to impact of HRM pragsicon
organizational performance . A comparative studyGulf countries) can be carried out to measureirtigact of
HRM practices on organizational performance. Alams research can be applied include samples fréfisretit
countries and organization size to reach greateergdizability, and the completeness of this resear

8.Conclusion

The primary purpose of this research was to exarfieeémpact of human resource practices on organizational
performance in banking sector in Saudi Arabia. fidsallts of the study showed that all the sevendmmsource
practices are positively correlate with bankingtseperformance. This mean that all the severabes are very
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much necessary for performance. Comparing all blegaone can see that the major factors that tornéri
maximum toward banks performance. It is fair to aode that human resource in general is very ingmort
concept.HRM practices do lead to organization ¢ffeness.
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Table 1. Demographic Characteristics of the Respon@N=101)

Characteristics frequency Percentage
Sex
Male 101 100%
Female 00 00%
Level of education
Secondar 3 03%
B.sc 88 87.1%
M.sc 10 9.9%
P.hc 00 00%
Y ears of experience
Less than 5 years 25 24.7%
5-9 years 45 44.6%
1C-14 year 20 19.8¥%
15 and mor 11 10.8%
Marital status
Single 21 20.8%
Married 72 71.35
Widow 02 2.0%
Divorcec 06 5.9%

Source: field Survey,2012
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Table (2): Views of the sample examined, accordlintipe Likert scale and corresponding degrees

Opinior | Strongly | Agree| Neither agree nc | Disagre: Strongly
agree disagre disagre
Degree 5 4 3 2 1

Table.3.correlation between performance and (HRMiables

Hypotheses Correlation Sig. Std. Deviation

First Part & eighth Part 0.724 0.000 0.740
Second part & eighth Part 0.792 0.000 0.671
Third-part & eighth Part 0.782 0.000 0.687
Fourth Part & eighth Part 0.800 0.000 0.670
Fifth Part & eighth Part 0.751 0.000 0.864
Sixth Part & eighth Part 0.841 0.000 0.595
Seventh Part & eighth Part 0.839 0.000 0.593

Source: survey dada.2012
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