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OPERATIONAL DEFINITION OF KEY TERMS
Human resour ce management
Refers to a distinctive approach to employment management which seeks to obtain competitive
advantage through the deployment of a highly committed and skilled workforce, using an array
of techniques (Storey, 1995).
Firm performance
Performance refers to profitability, growth and employee turnover(Bohlander & Snell, 2007).
Business strategy
Business strategy is defined as the fundamental pattern of present and planned resource
deployment and environmental interactions that indicates how the organization will achieve its

objectives ((Noe, 2008).

Employees
Employees refer to a pool of human resources under the firm’s control in a direct employment
relationship (Armstrong, 2008). For the purpose of this study, employees (workers) refer to non-

managerial employees who are below the management levels of the organization.
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ABSTRACT

Due to increased competition and globalisation recently there has been alot of emphasis on the
link between strategy and firm performance. This study sought to investigate the effect of
human resources management strategies on the performance of commercial banks. The study
adopted a mixed method approach. Specifically the study adopted the survey method using a
population of 46 banks and 2,738 employees. The Nairobi head office of each bank was
purposively sampled. A sample of 349 employees was selected using stratified random
sampling. Data was collected using self-administered questionnaires and interviews. Data
analysis involved statistical computations for averages, percentages, and correlation and
regression analysis. Statistical computer software (SPSS and Ms Excel) were used in data
analysis. Analyzed data was presented using tables, charts and graphs. From the study it was
found that training and development, recruitment and selection, relations, reward and
compensation strategies have a significant positive effect on performance of commercia banks
in Kenya. It was aso found that when banks use both financia and non financial rewards,
employees were motivated and this led to increased commitment which in turn led to increased
performance. From the study, it is concluded that there is a positive relationship between
strategic human resource management and employee performance among commercial banks in
Kenya. Training programs, participative work settings, recruitment and incentive arrangements
provide proper motivation and combine to enhance firm performance in terms of market share
and profitability. It is recommended that commercial banks should develop and document

human resource management strategies that are linked with the overall banks strategy.
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CHAPTER ONE

INTRODUCTION

1.1. Background of the study

The environments in which organizations operate today are divergent (Aldaibat & Irtaimeh, 2012).
Achieving competitive advantage and improving organizational performance relative to
competitors are the main goals that business firms should always strive to attain (Rawashdeh & Al-
Adwan, 2012). The banking sector globally has been facing unprecedented challenges with the
wave of privatization and globalization (Aldaibat & Irtaimeh, 2012). To survive and thrive in a
globally competitive marketplace, organizations must adopt a broad strategy that gives them a
sustainable competitive advantage. One of the major issues that have gained attention in the recent
banking sector reforms in Kenya is the human resources management. This has been due to the
recent developments where people have been considered as a very important source of sustained

competitive advantage.

The increasing significance of people to organizational success has been observed to have
corresponded with the rise of Strategic Human Resource Management (SHRM) as afield of study
on a global scale (Hartel et a (2007). Since its emergence, strategic human resource management
(SHRM) has been the focus of debate over whether it exists in reality or is merely rhetoric
(Khatoon, Amin & Hossain, 2013). Research has shown that human resource management
practices have the ability to create firms that are more intelligent, flexible, and competent than
their rivals through the application of policies and practices that concentrate on recruiting,
selecting, training skilled employees and directing their best efforts to cooperate within the

resource bundle of the organization (Rawashdeh & Al-Adwan, 2012).
1



People are a firm’s most valuable resource (Cook, 2000). Banks globally are under intense
pressure to perform in today’s volatile market place. In the last two decades researches have shown
that strategic human resource management (HRM) is one of the most important determinants of
organizationa performance (Taylor & Francis, 2008). The recent trend of globalized competitive
business era focuses on formulation and execution of strategic human resource management
(SHRM) practices and its significant effect on the financia performance of the organization
(Khatoon, Amin & Hossain, 2013). Steep competition, globalization, growing customer demand
and exposure to higher credit risks are forcing the banks to find new ways of providing better
customer service so as to improve profitability and guarantee their survival (Aldaibat & Irtaimeh,

2012).

The implementation of corporate and functional strategies depends on the companies’ resources
and particularly on people (Aldaibat & Irtaimeh, 2012). The strategic management of human
resources is one of the ways banks are using to increase their competitiveness in the new
organizational landscapes, since managing in a global marketplace, introducing new technology,
developing organizational knowledge, improving customer service or product quality, requires
considering the “human equation” (Aldaibat & Irtaimeh, 2012; Pfeffer, 1998). There is ongoing
debate on how HRM strategies affect the performance of banks. Researchers have built evidence
that links HRM practices with corporate performance (Adegoroye & Moruf, 2012). Current
researches have shown that human resources management (HRM) practices are important for
enhanced corporate performance (Rawashdeh & Al-Adwan, 2012; Adegoroye & Moruf, 2012).
The human resource strategy focuses on how the company should manage its staff to assist the

organization in the achievement of corporate objectives (Walker, 1992).



Efforts have been made by human resources management theorists to try to establish a causal link
between human resource management and performance (Cook, 2000). However, little has been
reported on the effect of HRM and corporate performance in the banking industry. Cook (2000)
argues that there is a symbiotic relationship between human resources strategy and performance.
Other scholars such as Armstrong (2010) argue that human resources management practices can
improve productivity by: (1) increasing employee skills and abilities (2) promoting positive
attitudes and increasing motivation and 3) providing employees with expanded responsibilities so
that they can make full use of their skills and abilities. While there is a growing body of theory and
empirical research demonstrating positive relationships between HRM policies, collective
employee attributes, and firm outcomes, additional studies in this area are needed (Harter, Schmidt
& Hayes, 2002; Purcell & Kinnie, 2007). There is need for a theoretical link on exactly how

human resources management and performance are related.

The aim of human resource strategy is to devise ways of managing people in order to assist in
achievement of organizational objectives. The emerging field of HRM on performance suffers
from lack of unity in theory and inconsistency in research methodology hence has led to many
opposing findings and rich competing theoretical perspectives especially among the different
sectors of the economy. According to Cook (2000) and Som (2008), most of the work on HRM
and performance has been undertaken in the manufacturing sector mainly in the US and recently in
the last decade in UK and as such may not be suitable to explain the relationship in a developing
economy (Adegoroye & Moruf, 2012). Thus it is very difficult to generalize findings from one
sector to other sectors. Furthermore, there is a great need for additional evidence to support the
HRM-performance relationship and show exactly how the different strategies affect each other.

The present study is therefore, an attempt to fill part of this gap using the Kenyan Banking sector.
3



The study targets 46 commercial banks in Kenya, which were in operation during the period of the
research. The commercial banks were categorized into Large-size, Medium-size and Small-size

banks based on the total net assets as per CBK's classification.

1.1.1. Global perspective of Commer cial banks

Banking has entered a new era (Canadian Banks, 2013). In this new normal, banks around the
world face massive regulatory reform, constant change and ever-present uncertainty. They find
themselves charting a path forward through an environment of limited economic growth and
shifting consumer behaviours, demands and demographics (Canadian Banks, 2013; Central Bank,
2010; Nyamongo & Temesgen, 2013). Conflicting expectations for shareholders, consumers,
regulators (often across various jurisdictions) and central banks add additional layers of
complexity to the decision making process (CBK, 2010; Nyamongo & Temesgen, 2013). The
Canadian banking industry is held in high regard by its global counterparts, due to its stability
during the recent financia crisis (Canadian Banks, 2013). Canada’s banks, which earned
worldwide admiration for their performance during and after the 2008 financial crisis, are however
not immune to these forces. The Canadian banks are well positioned within the global financial
services community with their strong capital levels and track record through the financia crisis
(Canadian Banks, 2013). There has aso been a strong growth in the sector with overall profits for
Canada’s Big Six banks exceeding CA$30 billion for the first time in history. But new economic,
regulatory and competitive challenges have affected the industry and many global banks have

improved their position and profitability over the past few years (Canadian Banks, 2013).

Banks globally are under pressure to simultaneously improve the customer experience, meet

compounding regulatory requirements and reduce operating costs (Nyamongo & Temesgen, 2013;
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Adegoroye & Moruf, 2012). While every industry faces its own unique challenges, the banking
sector certainly has a lot on its plate including costly regulations and savvy customers who are
seeking an Amazon-like experience. Bankers must strengthen the customer experience and aso
respond to shareholder calls for operationa efficiency to drive financial performance — all under
the umbrella of ever-pervasive regulation (Adegoroye & Moruf, 2012). Progressive organizations
are deeply examining client needs and plotting the customer journey to uncover inherent or
potential risks, including compliance issues. They are then designing effective business controls
with the impact to the customer at the forefront. By bringing compliance and customer objectives
together “under one roof,” it is also possible to achieve greater efficiency, eliminate process

redundancies and ultimately, lower costs (Adegoroye & Moruf, 2012).

A pragmatic jumping off point for this type of convergence is to focus on one product area at a
time and to identify a small number of key customer processes or journeys. By using multiple data
sources and direct customer feedback, a bank can hone in on what customers most value, redesign
the best process and introduce controls to efficiently support the customer experience and
compliance requirements (Aldaibat & Irtaimeh, 2012). By fine tuning their ability to apply
principles of Customer-Centric Compliance, banks can create or even revamp products and
processes that converge to satisfy customer, cost and compliance priorities (Canadian Banks,

2013).

1.1.2. Commercial Banksin Kenya

Banks in Kenya have existed since the colonia times (CBK, 2010). During this period the banking
sector was dominated by foreign owned banks that were significantly unable to meet the demands

of al the Kenyans in need of banking services. The banks were located in the urban centers and

5



also charged exorbitant account opening and maintenance balances which most low income
earners in Kenya were unable to raise (Nyamongo & Temesgen, 2013). As a result banking
continuously remained a preserve of the few rich Kenyans and therefore only had a minor
contribution on the economy. The performance of banks then in terms of customer numbers,

profits and other performance indicators remained very low (CBK, 2010).

Currently there are 46 banks in Kenya which are categorized as private and foreign owned (CBK,
2010). Large-size banks constitute 46 percent of the industry while medium and small-size banks
constitute 35 percent and 19 percent of the banking industry, respectively (CBK, 2010). There are
two fully Islamic banks - Gulf African Bank and First Community Bank - which opened their
doors in early 2009 and now have nearly 1 percent of gross banking assets (CBK, 2010). In
addition to the two Islamic banks other banks have also been able to offer banking services
through special accounts created to meet the needs of the Islamic banker. The banks have come
together under the Kenya Bankers Association (KBA), which serves as a lobby for the banks’

interests and al so addresses i ssues affecting member institutions (CBK, 2010).

The banking industry in Kenya is generally a highly regulated industry, and government
restrictions on financial activities by banks have varied over time and location (Central Bank,
2010; Nyamongo & Temesgen, 2013). The industry is governed by the Companies Act, the
Banking Act, the Central Bank of Kenya Act and the various prudential guidelines issued by the
Central Bank of Kenya (CBK). The Central Bank Act enumerates the core functions of Central
Bank and gives it limited autonomy to manage and regulate the Banking sector in Kenya (CBK,

2010; Nyamongo & Temesgen, 2013).



In the recent wave of globalization, increased technological growth and competition there has been
a lot of emphasis on performance in the Kenyan banking sector. Many scholars and researchers
have used performance synonymously with productivity, efficiency, effectiveness and
competitiveness. According to Bohlander and Snell (2007) organizational performance comprises
the actual output or results of an organization measured against its intended outputs (organi zational
goals and objectives). According to Barney (2000) firms that use resources and capabilities to
exploit opportunities and neutralize threats will see an increase in their net revenue or a decrease in
their net costs or both and vice versa. Playersin this sector have experienced increased competition
over the last few years resulting from increased innovations among the players and new entrants

into the market.

Although the banking sector in Kenya has experienced problems over the last 25 years, with 37
banking institutions collapsing between 1986 and 1998 (Kithinji & Waweru, 2007; Ngugi, 2001),
there has been a continued growth in performance over the last eight years, with the banking sector
collectively registering impressive performance(Nyamongo & Temesgen, 2013). Under such
competitive environments bank employees have had a lot of pressure to try and come up with
creative ideas and products that enable them survive in such an extremely turbulent and
competitive environment. Such creative innovations include the introduction of the M-Kesho
account through partnership between Equity Bank and Safaricom, PesaPap by Family Bank and
KCB Connect by KCB (CBK, 2010). In order to motivate employees to remain creative and
innovative the banking sector in Kenya has had to rethink its approach on how it uses its most
important resource - the people. This has led banks to adopt strategic human resource management

which in turn will lead to increased profits.



According to the CBK (2010) recently the banking sector in Kenya has recorded a very fast growth
rate and huge profits. The sector's total profit before tax, which stood at KSh6.0 billion in 2002,
grew to KSh48.9 billion in 2009 (CBK, 2005-2009). The sector has also experienced growth in
profits with most banks reporting very high profits after tax; this further confirms the growth of the
sector despite the global financial meltdown which had a very negative effect on world financial
performance especially in the banking sectors (Nyamongo & Temesgen, 2013). According to The
Central Bank, (2010) over the last few years, the Banking sector in Kenya has continued to grow in
assets, deposits, profitability and products offering. The growth has been mainly underpinned by;
1) an industry wide branch network expansion strategy both in Kenya and in the East African
community region, and 2) automation of alarge number of services and a move towards emphasis
on the complex customer needs rather than traditional ‘off-the-shelf’ banking products (CBK,

2010).

Over the last decade labour productivity has been of concern to bankers due to the current
competitive environment. The current global trend of deregulation of the banking industry,
increased expenditure on development of human resources coupled with technological
developments like internet banking and ATMs have opened up many new businesses to the banks
in Kenya location (CBK, 2010). According to the Central Bank (2010) performance indicatorsin
banks include: financial (profits), market share, efficiency, reliability, flexibility and share valuein
the stock market. It is commonly accepted that employees create an important source of
competitive advantage for firms (Goel, 2008; Pattanayak, 2008).The banks' specific characteristics
also tend to play a great role in the performance of the banking sector (Nyamongo & Temesgen,
2013). Indeed, the available evidence also tends to link high performance to capital adequacy

(Athanasoglou 2005; Goddard, 2004). There has been substantial growth in the number of banks
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and branches country wide (CBK, 2010). Other growth indicators include the increase in the
number of account holders as well as an increase in the number of banks listed in the Nairobi
Securities Exchange. Share prices of listed banks have continuously gained value showing the

current growth trend in the sector.

Despite the increase in banking sector profit over the years, the distribution of profits being
accounted for by the “large” banks remained skewed, in particular with four banks, whose assets
market share stood at 46 percent, having contributed 54.3 percent of the sector's total pre-tax
profits (CBK, 2006). The recent initiatives undertaken by the government of Kenya to increase the
capital base of banking institutions coupled with a robust regulatory framework and effective
supervisory regime has the potential to reduce future bank failures, forestall systemic risk and
improve the financial performance of medium- and small-size banking institutions (Nyamongo &
Temesgen, 2013). The diversification of banking assets has been found to influence the
performance. Banks that are known to diversify their products beyond the traditional products tend
to register additional revenues which may improve their balance sheets. However, banks relying
heavily on the traditional sources of revenue may post lower performance (Nyamongo &
Temesgen, 2013). There is also evidence in the literature that corporates that diversify heavily tend
to stretch their resources to the detriment of the overall performance as aresult of diseconomies of

scope.

Commercial banks are coming up with more and more vacancies, and the banking sector now has
more new jobs than any other sector. Right from the branch level to the highest level, there is
tremendous range of opportunities available in the sector. Players in this sector have experienced

increased competition over the last few years resulting from increased innovations among the



players and new entrants into the market. Under such competitive environments bank employees
have had a lot of pressure to try and come up with creative ideas and products that will enable
them survive in such an extremely turbulent and competitive environment. It is based on the recent
successes and improved performance of the banking sector that this study was undertaken in order
to establish the human resource strategies that affect the performance of the banking sector. There
is need to understand the effect of HR strategies on employee performance in banks since currently
thereisalot of interest in this area. In particular there is need to have documented information on
the effect of employee resourcing strategies, training and development strategies, reward strategies

and employee relations strategies on the performance of banks.

1.2. Statement of the problem

The rapid technological growth and increased competition have forced commercial banks in Kenya
to aggressively compete for employees in order to remain competitive (Central Bank of Kenya,
2010). This trend has created a lot of interest on the effect of HRM strategies on performance.
Many studies have shown a positive relationship between HRM strategies and performance
(Huselid 2007; Armstrong & Baron, 2009; Katou, 2008; Ahmad & Schroeder, 2003; Bae &
Lawler, 2000; Batt, 2002; Delery & Doty, 1996; Guthrie, 2001; Gardner & Moynihan, 2003).
Despite these findings most studies have been characterized by lack of a solid theoretical
foundation explaining the mechanisms causing the observed enhanced performance. Available
studies do not adequately investigate exactly how a good alignment between HRM and firm
strategy leads to improved performance. Researchers have termed the link between HRM and
organizational performance to be a ‘black box’, that is, lack of clarity regarding ‘what exactly

leads to what’ (Purcell, 2004; Gerhart, 2005 & Katou, 2008).
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While investigations have been initiated in emerging markets and in transitional countries
(Ahlstron, Foley, Young, & Chan, 2005; Zupan & Kase, 2005), available literature shows that
most studies examining the relationship between HRM and performance have been conducted in
the manufacturing sector mostly in the United States (Huselid, 1995; Guest, Michie, Conway, &
Sheehan, 2003). Without a clearly delineated theoretical model of HPWS and their effects on
performance, scholars cannot adequately validate the efficacy of such strategies and provide useful
suggestions to practitioners. Thereis, therefore, a great need for additional evidence to support the
HRM -performance relationship from different sectors and contexts. It is from this background that
this study was conducted to investigate how human resource strategies affect the performance of

commercia banksin Kenya.

1.3. Objectives of the study

The study was guided by the following objectives:

1.3.1 General objective

To investigate the effect of human resources management strategies on the performance of

commercia banksin Kenya.

1.3.2 Specific objectives

1. To examine the extent to which recruitment and selection strategies affect the performance of
commercia banksin Kenya.
2. To investigate the extent to which reward and compensation strategies affect the performance of

commercia banksin Kenya.
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3. To investigate the extent to which training and development strategies affect the performance of
commercia banksin Kenya.
4. To establish the extent to which employee relations strategies affect the performance of
commercia banksin Kenya.

1.5. Resear ch hypotheses

In order to achieve the objectives designed for this study, the following research hypotheses were
stated based on the revelations in the review of literature concerning HRM strategies and firms’
performance.

H1: Employee recruitment and selection strategies have a significant effect on the performance of

commercia banksin Kenya.

H2: Training and development strategies have a significant effect on the performance of

commercia banksin Kenya.

H3: Employee reward and compensation strategies have a significant effect on the performance of
commercia banksin Kenya.

H4. Employee relations strategies have a significant effect on the performance of commercial
banksin Kenya.

5H: Human resources management strategies have a significant effect on the performance of

commercia banksin Kenya.

1.6. Significance of the study
12



The study results will enable the management to establish the effects of human resource strategies
on employee performance, hence identify the areas where improvements can be done. It will also
help the management in planning for the development and implementation of effective and
efficient human resource strategies that will lead to improved performance of the banks. This will
in turn help in ensuring economic growth and stability of the country.

Other researchers who may need reference to information on role of human resource strategies on
employees’ performance will also benefit by being able to assess previous approaches used to
solve similar management questions and revise their research on human resources strategic plans.
In addition they will be able to spot flaws in the logic, errors in assumptions or even management
guestions that are not adequately addressed by the objectives and designs. The study will also
advance literature by differentiating between human resources strategies used to improve

organizationa performance.

1.7. Scope of the study

The study was done covering al the commercial banks in Kenya. However the headquarters of
each bank branch was purposively sampled for the study. The study was done mainly in Nairobi
province where the researcher was able to get all the relevant officers. This included Bank CEOQs,
HR Managers, Operations managers and other employees. The study was only limited to human
resources strategies, their development, use and effect on organizational performance in the
banking sector in Kenya. It did not include the effect of human resource strategies on the
performance of other sectors of the economy. The research was conducted within a period of

fifteen months which was enough to exhaustively examine al the issues at stake.

1.8. Limitations of the study
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Most banks were not willing to provide data related to their employees’ problems and inner details
of the banks. Some respondents may also have given false information/ responses to the questions
asked. Banks that may not actualy have written the human resource strategies per se may also
have tried to infer that they actually have them. It was very hard to convince them of the intention
of my research in a bid to collect information from them based on the sensitivity of the sector.
However, with the assistance of friends working in the sector and with the introduction letter from

the university the researcher was given the opportunity to undertake the research.

Some of the respondents were also not co-operative to the interview and attempted to ignore the
guestionnaires; this threatened to reduce the response rate. The researcher minimized non response
cases by taking and collecting summary questionnaires by hand from each respondent. Also, by
having trustworthy people (especially one bank employee in each sampled bank) to distribute and
collect the questionnaires and knowing how best to deal with those reluctant to interviews. Those

who did not respond were dso caled later and interviewed via telephone.
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CHAPTER TWO

LITERATURE REVIEW

2.1. Introduction

Human resources are a significant organizational asset if properly used and managed. The
application of appropriate strategies for the development of human resources can lead to
improvement of corporate performance both in the short and long term. This chapter describes
available literature in the topic. It also offers a critical analysis of previous studies that have been
done by other scholarsin the area. It finally presents the research gap which the research intends to

explore.

2.2. Theoretical review

Tyson (1995) as quoted in Torrington et al (2005) described human resource management strategy
as the intentions of the corporation both explicit and covert, towards the management of its
employees, expressed through philosophies, policies and practices. Effective human capital
strategy and practices are directly related to higher levels of financial and market success. Strategic
human resource management has three theoretical approaches (Torrington et a, 2005; Armstrong,
2009). Thefirst is founded on the concept that there is one best way of managing human resource
in order to improve business performance. The second is based on the need to align employment
policies and practices with the requirements of the business strategy in order that the later will be
achieved and the business will be successful. The third is derived from the resource based view of
the firm and the perceived value of the human capital. This approach is grounded in the nature of
the reward-effort exchange and, more specifically, the degree to which managers view their

human resources as an asset as opposed to avariable cost.
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An further analysis of the literature on the HRM-performance relationship by Boselie, Dietz and
Boon (2005), found that the theoretical frameworks which dominate this field are the resource-
based view (i.e., HRM influences performance according to the human and socia capital held by
the organization) (Barney, 1991), the AMO theory (i.e., HRM influences performance in relation
to employees’ Ability, Motivation and Opportunity to participate) (Appelbaum, Bailey, Berg, &
Kalleberg, 2000; Katou, 2008) and the “contingent framework” (i.e., HRM influences performance

in relation to contingent factors such as business strategies).

2.2.1. The Resour ce Based View (RBV)

An organization’s resources can be divided into tangible (financial, technological, physical and
human) and intangible (brand-name, reputation and know-how) resources. Barney (1991) argued
that resources lead to sustainable competitive advantage when they are valuable, rare, inimitable,
and non substitutable. Resources such as technology, natural resources, finances and economies of
scale can create value, however the resource based theory argues that this sources of value are

availableto all and easy to copy, compared to complex socia systems like human resources.

The resource based view of the firm is a model of firm performance that focuses on the resources
and capabilities controlled by a firm as sources of competitive advantage (Perce & Robinson,
2007). The genesis of the resource-based model can be traced back to Selznick (1957), who
suggested that work organizations each possess ‘distinctive competence’ that enables them to
outperform their competitors, and to Penrose (1959) who conceptualized the firm as a “collection
of productive resources’. This view focuses on the quality of the human resource available to the
organization and their ability to learn and adapt more quickly than their competitors. These

resources include the human resources such as the training, experience, judgments, intelligence,
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relationships and insights of individual managers and workers in an organization. The sum of
people’s knowledge and expertise, and social relationships, has the potentia to provide non-
substitutable capabilities that serve as a source of competitive advantage (Cappelli & Singh, 1992).
Perce and Robinson (2007) argue that the resource based view of a firm helps improve upon the
SWOT analysis by examining a variety of different yet specific types of resources and capabilities
any firm possesses and then evaluating the degree to which they become the basis for sustained
competitive advantage based on industry and competitor considerations. Thus theoretical work on
the resource based view of the firm (Barney, 1991; Perce & Robinson, 2007) supports the notion

that HRM may be an important source of competitive advantage.
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Figure 2.1 Relationship between resour ce endowment, strategies and sustained competitive
advantage
Sour ce: Based on Barney (1991) and Hill and Jones (2001)

2.2.2. Ability, Motivation, Opportunity Theory (AMO Theory)

Expectancy theory of motivation explains the link between motivation and performance. The
theory proposes that performance at individual level depends on high motivation, possession of the
necessary skills and abilities and an appropriate role and understanding of that role (Savaneviciene
& Stankeviciute, 2010). It is a short step to specify the HRM practices that encourage high skills
and abilities, for example careful selection and high investment in training; high motivation, for
example employee involvement and performance-related pay; and an appropriate role structure and
role perception, for example job design and extensive communication and feedback. According to
Vroom (1964) “the effects of motivation on performance are dependent on the level of ability of
the worker, and the relationship of ability to performance is dependent on the motivation of the
worker.” The effects of ability and motivation on performance are not additive but interactive.
Vroom proposed the following formula showing that performance is a function of ability and

motivation:
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Performance = f(Ability x Motivation) or P = f(A, M).

Boxall and Purcell (2003) summarizeit as. P =f(A,M,0)

Where P is performance, A is ability, M is motivation, and O is opportunity.

In other words, HR systems will be most effective when they foster ability, motivation, and

opportunity to contribute to effectiveness (Boselie et a., 2005; Purcell & Hutchinson, 2007).

Different HR practices/policies have many effects on ability, motivation, and to some degree,
ability requirements/opportunity (Purcell et a., 2003; Lepak et al., 2006; Katou, 2008).
Recruitment and selection, training and development policies are expected to have their primary
effect on ability (and related expectancy motivation perceptions). Job design and job analysis
primarily determine ability requirements/opportunity and to some degree, (intrinsic) rewards
offered. Compensation has its primary effect on rewards offered and instrumentality perceptions
(motivation). Mativation needs/values are primarily influenced by employee selection and training
as well as compensation. Thus the AMO theory thus states that performance is the function of

employee ability, motivation and opportunity (Musah, 2008).

Scholars have argued that a skilled, motivated, and flexible workforce can help develop a
company's sustainable core competencies (Levine, 1995, Hsi-An Shih, Yun-Hwa Chiang & Chu-
Chun Hsu , 2006; Musah, 2008). A committed and motivated workers are less likely to want to
leave the organization (Gould-Williams & Davies, 2003). The AMO theory claims that people will
perform well when they are able to do so (because they have the necessary knowledge and skills to
the job), they have the motivation to do so (they will do the job because they want to) and finally,

there will be enhance performance if their work environment provides the necessary support (for
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example through functioning technology) (Musah, 2008). Whitener (2001) argued that the
organization may adopt a high-commitment strategy, including employment practices, appraisal,
competitiveness, fair compensation, and comprehensive training and development in order for

employees to have high commitment and motivation.

2.2.3. Social Exchange Theory

Socia exchange theory is a social psychological and sociological perspective that explains social
change and stability as a process of negotiated exchanges between parties. Social exchange theory
posits that all human relationships are formed by the use of a subjective cost-benefit analysis and
the comparison of alternatives (Gould-Wiliams, 2007). The theory has roots in economics,
psychology and sociology. Social exchange theory is reliant on voluntary actions rather than
formal contracts (Pearce & Peters, 1985; Tsui et al., 1997; Aryee et al., 2002). According to this
theory, individuals regulate their interactions with other individuals based on a self-interest
analysis of the costs and benefits of such an interaction. SET argues that when workplace
relationships are effective, then the organization benefits. The socia exchange theory explains
socia change and stability as a process of negotiated exchanges between parties. Thus people
calculate the overall worth of a particular relationship by subtracting its costs from the rewards it

provides. Outcome is defined to be the difference between the benefits and the costs:

Worth = Rewards — Costs

People seek to maximize their benefits and minimize their costs when exchanging resources with
others (Molm, 2001). Individuals engage in an interaction with the expectation of reciprocity

(Gouldner, 1960). These benefits need not be tangible and include things such as material or
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financial gains, socia status, and emotional comforts. Costs generally consist of sacrifices of time,

money, or lost opportunities.

Social exchange theory is used as a framework for predicting the effects of management practice
on worker attitudes. According to Stafford (2008), socia exchanges involve a connection with
another person; social exchanges involve trust, not legal obligations; they are flexible; and rarely
involve explicit bargaining. Positive socia exchanges can result in mutua benefits to both the

employing organization and the workforce.

According to empirical findings, the practices of high-commitment HRM can affect employee
motivation (Whitener, 2001), and a positive relationship exists between supportive HRM and POS
(Allen et al., 2003; Hsu-Hsin Chiang, Tzu-Shian Han & Ju-Sung Chuang, 2011). There is aso
emerging evidence that trust affects the relationship between HRM practice and employee
commitment (Guest & Conway, 1997; Aryee et al., 2002; Gould-Williams, 2003), with a lack of
trust identified as the “primary culprit in the failures of management activities and human resource
activities’ (Whitener, 1997). Trust is regarded as a critical factor underpinning social exchanges in
that the act of initiating socia exchange relationships requires the originator to trust that the
recipient will respond in kind (Aryee et a., 2002). Lack of trust leads to dysfunctional outcomes,

such as low commitment, low motivation and alack of confidence between parties.

According to Flynn (2005) employees with relational identity orientation prefer reciprocal
exchange, i.e. these employees may reciprocate an organization when they are in an interdependent
task environment. Organizations adopt high-commitment HR practices making employees
perceive organizational support and feel that they are important in the interdependent organization.
Based on social identity theory, employees who feel they are appreciated by their organization may
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perceive high status in the organization (Fuller et al, 2003). Employees who experience mutual
reciprocity of resources, information, respect and power with management experience high
perceptions of autonomy hence, they would be satisfied with the resources, information and
support offered by the supervisor, as well as the job generally — hence, they would be committed to
staying in the organization and also perform well. Empirical evidence shows that high levels of
employee involvement and job security have contributed to increased employee commitment

(Guest et al. 2000; Whitener 2001; Gallie et a. 2001).

An organization can utilize high-commitment HRM to make employees feel that they are valuable
and then perceive organizational support. Therefore, high-commitment HRM is a good strategy for
the organization to make employees perceive organizational support and commit to their
organization. According to empirical findings, the practices of high-commitment HRM can affect
employee motivation (Whitener, 2001), and a positive relationship exists between supportive HRM

and POS (Allen, 2003; Hsu-Hsin Chiang, Tzu-Shian Han & Ju-Sung Chuang, 2011).

2.2.4. The Universalistic Per spective

Strategic HRM theorists have argued that the HRM contribution to organizational outcomes is a
function of three interrelated processes. First, HR strategy, through policies, programs, and
practices, shapes the human capital base (Bratton & Gold, 2003). Second, HR strategy influences
the degree to which the organization is able ‘to exploit this human capital base’ in terms of worker
motivation to maximize the full potential of human capital (Bamberger & Meshoulam, 2000).
Third, HR strategy enhances organizational performance by influencing the degree to which
motivated and gifted workers are provided with the opportunity and the means to contribute to

operational decision making (Bamberger & Meshoulam, 2000).
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The universalistic perspective of HRM is also known as the “best practice*" approach, and claims
that there exists a bundle of best HRM practices which can be used by any organization
irrespective of industry, size, workforce or product market to improve performance. The
universalistic model suggests the existence of a linear relationship between HR and performance
(Pfeffer, 1994) and argues that certain single or set of HR policies and practices are linked to high
performance (Zheng, Rolfe, Di Milia & Bretherton, 2007). Empirical studies have shown a
positive relationship between universal approach to HRM practices and firm performance (Daud,
2006; Syed, & Jamal 2012). It will lead to positive outcomes for al types of firms when it is
implemented. This approach argues that there is a one-best-way of managing and organizing
people, embodied in specific functional best practices in recruitment, appraisal, compensation,
among other functions. There are certain “best” HRM practices that contribute to increased
financial performance regardless of the strategic goals of organizations. Pfeiffer (1998) identified
employment security, selective hiring, extensive training, information sharing, self managed teams,
high pay based on company performance and the reduction of status differentials as best practices
because according to Delery and Doty (1996) they are universal across al organizations.
According to researchers such as Osterman (1994) and Gooderham et al. (2008) job rotation,

quality circlesand TQM will improve firm outcomes for al types of companies.

Allen et a. (2003) adso identified antecedents, including employee participation in decision-
making, rewards fairness, and chances for development, which affect POS. The combination of
HRM practices which is called high performance work systems or high involvement work systems
have been shown to have a positive effect on firm performance (Guthrie, 2001; Datta et al., 2005).
This perspective focuses mainly on certain practices oriented to reinforce employees’ abilities, for

example, variable compensation (Gerhart & Milkovich, 1990), certain methods of recruitment and
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selection (Terpstra & Rozell, 1993), comprehensive training (Russell et a., 1985) or performance

appraisal (Borman, 1991).

According to the human capital theory people possess skills, knowledge, and abilities that provide
economic value to firms (Youndt et a., 1996). The theory argues that organizations with valuable
knowledge, skills and abilities will present better performance levels, and therefore it has aso
fostered many universalistic conclusions. An alignment of organizational strategy and HR strategy
will improve organizationa performance and competitiveness. The more likely it is that the firm
will invest in human capital and that these investments will lead to higher individual productivity

and firm performance (Y oundt et al., 1996).

People have a crucial value for organizational strategies and certain practices can foster and
develop this value, leading to superior performance (Gonzalo Sa'nchez-Gardey & Romero-
Ferna'ndez, 2005). The “universalistic” perspective alleges that certain HR practices are always
better than others and all organizations should adopt such practices on every occasion (Hsi-An
Shih, Yun-Hwa Chiang & Chu-Chun Hsu, 2006; Daud, 2006). According to the theory HRM
practices contribute to worker motivation (and thereby increased productivity) as well as increased
efficiency (Ichniowski, Kochan, Levine, Olson & Strauss, 1996). Firms should however create a

high degree of internal consistency, or fit, among their HR practices.

The universalistic perspective has been criticised for failing to consider the context in which these
practices are used. It does not study either the synergic interdependence or the integration of
practices, and the contribution of these practices to performance is analysed only from an additive
point of view (Pfeffer, 1994; Osterman, 1994; Becker & Gerhart, 1996). Thus this view denies that

the different elements that build the system could be combined in different patterns of practices
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that could be equally efficient for the organization (Gonzalo Sa nchez-Gardey & Romero-
Ferna'ndez, 2005). The universalist approach aso ignores the consistency/fit argument.
Differences in legislative context as well as culture require at least some reconfiguration of

practices to be effective.

2.2.5. The Matching Model

The 'matching model’ is a'so known as the Michigan model, "best practice" or 'best-fit' approach to
human resource management. This means that there is a correlation between the HRM strategy and
the overal corporate strategy. The model was developed by scholars at the Michigan School in
1984. They stated that human resource systems and the structure of an organization should be
managed in line with organizational strategy. Early interest in the “matching” model had been

evident in Devanna et al.’s (1984) work:

“HR systems and organizational structure should be managed in a way that is

congruent with organizational strategy”.

Thiswas closely related to Chandler’s (1962) distinction between strategy and structure (*“structure
follows strategy”). According to this model people have to be managed in a similar manner to
equipment and raw materials. It highlights the ‘resource’ aspect of HRM and emphasises the
efficient utilisation of human resources to meet organisational objectives. Human resources have to
be obtained cheaply, used sparingly and developed and exploited as fully as possible (Budhwar &
Aryee, 2002). Therefore it requires that human resource strategies should have a tight fit to the

overall strategies of the business. The model asserts that organizational effectiveness depends on a
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“tight - fit” between HRM strategy and business strategy. The essential idea of this model is that
HR practices should be matched to the firm’s desired competitive position. This is seen to make

the organization more effective.

The matching model is credited for been ssmple and offering a basis for integrating HR practices.
The different functions of HRM are brought together around a common theme, behavioral
consistency with pre-selected competitive position. The model however has been criticized
because it limits the role of HR to a reactive, organizational function and under-emphasizes the
importance of societal and other external factors (Daud, 2006). For example, it is difficult to see
how the current concern for work life balance could be integrated into this model. The theory is
also seen to depend on a rational, mechanical form of organizational decision-making. In redlity,
strategies are often determined and operationalized on a more intuitive, political and subjective
level. Certainly, the decision-making is more complex than the model alows. It is aso both

prescriptive and normative, implying that the fit to business strategy should determine HR strategy.

2.2.6. The Contingency Per spective

This perspective on HRM is also known as “best fit* approach and proposes that the extent (or
even the direction) of the effect of HRM strategy on firm performance will depend on a firm's
context or environmental conditions (Burns & Stalker, 1994). It questions the “best practice*
approach and suggests that “best practice” may not be appropriate for all situations and other
approaches may have greater success in impacting on organizational performance. Best fit HRM
attempts to fit HRM systems to a number of contingencies including business strategy, competitive

circumstances and national business systems (Y oundt, Snell, Dean & Lepak, 1996; Truss, 2001).
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This contingency examines the resource and capabilities from a context point of view. It should be
a way to overcome the criticism about boundary issues. This perspective advocates that firm’s
resources and capability should be consistent with other aspects of the company (Delery & Doty,
1996). Resources and capabilities are not valuable themselves; they have to be applied to context
(Barney, 1991; Yang, 2005). This contingency is further proved by a number of studies such as
Guthrie's (2001) study of New Zealand companies and Datta et al (2005) testing the moderating
effects of industry characteristics on HRM-performance linkage. The two perspectives on the
linkage of HRM and performance seem to be competing with each other on the surface. But

Youndt et al. (1996) argued that they are also complementary.

2.3. Conceptual framework

A conceptual framework is atheoretical structure of assumptions, principles, and rules that holds

together the ideas comprising a broad concept (Zikmund, 2003). The independent variables of
this study are the following human resource management strategies. employee resourcing
strategies, training and development strategies, employee relations strategies and employee
reward and compensation strategies. These strategies affect commitment of employees to work
and thisin turn affects the dependent variable of the study which in this case is organizational
performance. Firm size, technology and capital intensity are variables that will play a moderating

rolein this relationship. The conceptual frame work is presented in Figure 2.2.

Organizational performance comprises of the actual output or results of an organization
measured against its intended outputs (goals or objectives). The nature of human resources

and strategies adapted to utilize them will have a great effect on achievement of
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organizational goals. Good human resource strategies if well implemented will lead to

improved performance.
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Figure 2.2. Conceptual framework

2.5. Empirical studies
2.5.1. Performance of Commercial Banks

Performance has been used synonymously with productivity, efficiency, effectiveness and

competitiveness. According to Bohlander and Snell (2007) organizational performance comprises
28



the actual output or results of an organization measured against its intended outputs (organizational
goals and objectives). Various scholars have defined performance management in different ways,
for example, Armstrong (2006) defines performance management as a systematic process for
improving organizational performance by developing the performance of individuals and teams.
Armstrong and Baron (2004) view performance management as a discipline of acting upon
intelligence and reported information in planning ahead and in managing service operations both
directly and through partnerships with other service delivery agents. They describe it as a process
which contributes to the effective management of individuals and teams in order to achieve high
levels of organizational performance. It establishes a shared understanding of what is to be
achieved and an approach to leading and developing people which will ensure that it is achieved.
Supported by joint strategies, shared outcomes and shared targets performance management should
be exercised at al levels of the organization (Armstrong, 2008). It is a holistic process bringing
together many of the elements which go to make up successful people management including

learning and development.

To successfully face the increasing uncertainty and competitiveness what is required is performing
employees to build performing organizations (Pattanayak, 2008). Efforts have been made by
human resources management theorists to try to establish a causa link between human resource
management and performance (Cook, 2000). Managers should develop a targeted employee
performance coaching plan that will identify the unique development needs of team members and
holds them accountable for their performance. Performance management and governance is
therefore an essential feature of modern organizational management (Armstrong, 2006). It enables
an organization to continuously monitor and improve its performance in order to achieve its

strategic goals (Dessler, 2005). Research has shown that a company emphasi zes performance when
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a substantial portion of its employees pay is tied to individual or group contributions and the
amount received can vary significantly from one person or group to another (Gomez-Meija et d,

2008).

There is need for a theoretical link on how human resources management and performance are
related. According to Cook (2000) performance is enhanced by systems of practices (bundled
human resource practices) that support each other and have a mutualy reinforcing effect on
employee contribution to performance. There is a symbiotic relationship between human resources
strategy and performance in the manufacturing sector (Cook, 2000; Barney, 2000; Paterson et al,
2006). However we may not conclusively generalize this to the banking sector due to the fragility

of banking.

HRM strategies can improve productivity by: 1) increasing employee skills and abilities; 2)
promoting positive attitudes and increasing motivation, and 3) providing employees with expanded
responsibilities so that they can make full use of their skills and abilities. Performance indicators
include: financia (profits), market share, efficiency, reliability, flexibility among others. The am
of human resource strategy is to devise ways of managing people in order to assist in achievement
of organizational objectives. Participation of individuals and team transforms exchanges from
economic to social. According to Mahoney and Watson (1993) employee involvement has a

beneficial impact on performance.

2.5.2. Human Resour ce Strategies
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Barney and Hesterly (2008) define a strategy as its theory about how to gain a competitive
advantage. Redman and Wilkinson (2001) argue that a competitive advantage can be achieved
either through cost leadership or product differentiation. Barney and Hesterly (2008) believe that a
firm has a competitive advantage when it is able to create more value than rival firms. A good fit
between human resource strategies and the business strategy of the firm tend to lead to superior
outcomes (Delery & Doty, 1996; Noe et al, 2006). Torrington et a, (2005) view strategy as a

process which is not necessarily rational and top down but a political and evolutionary process.

Mintzberg (1994) argues that a strategy can evolve in response to an evolving situation. He argues
that strategy is formed rather than formulated and that any intended strategy is changed by events,
opportunities, the actions of employees and so on so that the realized strategy is different from the
initial vision. As explained by Delery and Doty (1996) and Goel (2008) when the company human
resource practices support firm strategy, superior performance is expected. According to
Richardson and Thompson (1999) a strategy must have two key elements- there must be strategic
objectives (things the strategy is supposed to achieve) and there must be a plan of action (the
means by which it is proposed that the objectives will be met). According to Boxa (1996) HRM

strategies provide a framework of critical ends and means.

Faced with rapid changes in technology and globalization (Noe et a., 2006) organizations need to
develop a more focused and coherent approach to managing people. HR strategies set out what the
organization intends to do about the different aspects of human resource management policies and
practices. Employees create an important source of competitive advantage for organizations

(Barney, 1991; Pfeiffer, 1994). Organizations should thus adopt HRM practices that make best use
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of its employees. According to Dessler (2008) leading organizations are places where people know

the strategy and goals, feel respected and valued, understand their role, and know how to succeed.

Human resource management strategies for professional groups help ensure that the professiona
development and career needs of its members are met. Employee behavior is very critica in
realizing goals and increasing productivity (Pattanayak, 2008). According to Torrington et al
(2005), if you require an organization which really values quality and service you not only have to
retrain staff, you must also review the organization, reward, and appraisal and communications
systems. Human resource management strategies direct, maneuver and wield workers into better
work performance. Skillful managers form work groups when possible with the hope that peer

pressure will induce high levels of performance.

2.5.3. Employee resourcing strategies

According to Noe (2008) staffing strategy refers to a company’s decision regarding where to find
employees, how to select them and the mix of employee skills and statuses (temporary, full time
e.t.c). Employee resourcing strategies exist to provide the people and skills required to support the
business strategy; it is concerned with any means available to meet the needs of the firm for certain
skills and behaviour (Armstrong, 2010). This role has long been regarded as part of the domain of
personnel management and personnel textbooks conventionally describe resourcing as a passive,
technical procedure - a matching of available candidates to the requirements of the organization.
The objective of HRM resourcing strategies is to obtain the right basic material in the form of
workforce endowed with the appropriate qualities, skills, knowledge and potential for future
training (Armstrong, 2010). The selection, recruitment of workers best suited to meeting the needs

of the organization ought to form a core activity upon which most other HRM policies geared
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towards development and motivation should be built (Armstrong, 2010). Organizations can take
one of three actions to fulfill their employee resourcing: 1) reallocate tasks between employees, so
that existing staff take on more or different work. 2) re-allocate people within the company; and 3)
recruit new staff from the external job market. The emphasis is on flexible working practices,

requiring multi-skilled workers and sophisticated assessment and development programmes.

Gaining competent employees at al levels of the organization is more than a matter of training. It
stems from changes in recruitment and selection philosophy (Huselid, 1995). Staffing the most
competent employees, staffs and managers is a continuous challenge for the human resource
management department. It influences training. Somenfeld and Peiper (1988) as quoted in Noe
(2008) say that two aspects of a company’s staffing strategy influence training: the criteria used to
make promotions and assignment decisions (assignment flow) and the places where the company
prefers to obtain the human resource to fill open positions (supply flow). According to Johnson et
al. (2006) recruitment is a key method of improving the strategic capability of an organization.

Redeployment and redundancy planning are also important in organizations facing change.

To successfully face the increasing uncertainty and competitiveness what is required is performing
employees to build performing organizations (Pattanayak, 2008). In order to ensure the on-going
delivery of government programs and services, al sectors require a continuous supply of fully
qualified people in the right positions at the right time. According to Noe (2008) deciding what
skills new employees will be selected on and what skills the company will develop is another
staffing strategy. The companies also need to motivate good employees to remain and work with
the organization. Faced with this rapid change organizations need to develop a more focused and

coherent approach to managing people.
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According to William and Kinicki (2008) when employment rates are high companies are
desperate to attract, retain and motivate key people. They further mention that “even in tough
economic times there are aways industries and occupations in which employers feel they need to
bend backwards to retain their human capital”. Organizational behavior studies suggest that
employee retention is dependent upon levels of organizational commitment. Research has
established a direct link between employee retention rates and employee performance, for example
Noe et a (2006). Thus there is need to generate satisfaction and loyalty among employees. Their
study focused on the potential influence that human resources management (HRM) strategies have

on organizational commitment levels among employees.

Researchers and scholars argue that excellent management of people is crucial to maintain a
foothold in the market. According to Hitt, Ireland and Hoskisson (2001) people should be placed in
positions that fit them best, this is based on believe that failure to properly allocate employees
would result in forfeiture of the company’s competitive position. Successful firms have ability and
willingness to dismiss employees who engage in counterproductive behavior. This ensures that
productive employees are not made miserable by supervisors or co workers who engage in
unproductive, disruptive or dangerous behavior. Thus as explained by Noe et a (2006) job

satisfaction and retention are related to organizational performance.

2.5.4. Training and development strategies

Employee training and development is an important determinant of organizational performance.
According to Noe (2006) development refers to formal education, job experiences, relationships
and assessments of personality and abilities that help employees perform effectively in their

current or future jobs and organization. It often results from work experiences and involves
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learning that is not necessarily related to an employee’s current job. HollenBeck, Gerhart and
Wright (2006) argue that employee development is a key contributor to a business strategy based
on developing intellectual capital. It helps develop managerial talent and allows employees to take
responsibility for their careers. It is a necessary component of a company’s effort to compete in the
new economy, to meet the challenges of global competition and social change, and to incorporate
technological advances and changes in work design. It is the key to ensuring that employees have

the competences necessary to serve customer solutions.

It ensures companies have the managerial talent needed to successfully execute a growth strategy.
According to Nzuve (1999) training is the process that enables people to acquire new knowledge,
learn new skills and perform tasks better than before. According to Barker (2000) training is the
planned provision of learning that equips us with skills. It differs from teaching in that it
emphasizes improvement in behavior or performance rather than increasing knowledge. Training
and development helps the company create a workforce that is able to cope with change, meet the
increasing demands of consumers and prepare the future leadership of the company (Noe, 2008).
Barker (2000) argues that training helps employees to maintain standards or improve their

competence hence their performance.

A variety of human resource management practices are related to the development of human
resource of the organization. For strategic purposesit isimportant to target much more specifically
on the development of competences which can provide a competitive advantage (Johnson et al,
2006). It helps to maintain the cultural processes within an organization. It also provides a
common reference point (norms) to which people can relate their own work and priorities and a

common language with which to communicate with other parts of the organization. Barker (2000)
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argues that developing somebody’s skills enables an organization to achieve greater productivity,
improved job performance, greater empowerment, more satisfactory recruitment and selection and
reduced labour turnover. The manager and the employee will identify gaps in past experience,
training or knowledge that will need to be bridged to make the veteran employee functional in the
new role. Company investment in both technical and non technical training are likely to have a
positive impact on the extent to which the firm actually succeeds in developing the skills/
knowledge of its employees. To contribute to a company’s success training activities should help

the organization achieve its business strategy.

A business strategy is a plan that integrates the company’s goals, policies and actions (Noe, 2008).
Research by Delaney and Husdid (1996); Husdlid, (1995); Koch and McGrath (1996) and
MacDuffie (1995) suggests that training is a high performance human resource practice. A positive
relationship has been established between employee training and organizational performance
(Delaney & Husedlid 1996; Koch & McGrath 1996). According to Noe (2008) there is both a direct
and indirect link between training and business strategy and goals. Training can help employees
develop skills needed to perform their jobs, which directly affects the business performance.
Giving employees opportunities to learn and develop creates a positive work environment which
supports the business strategy by attracting talented employees as well as motivating and retaining
current employees. According to Johnson et a (2006) formal programs are reduced and more
emphasis is on coaching and mentoring to support self development. Ivancevich et a (2007)
argues that training and development of human resources involves change in skills, knowledge,
attitudes and/ or socia behavior in order to remain competitive. Organizations that emphasize
quality do training in problem solving, problem analysis, quality measurement, feedback and team

building.
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Training can also be used to prepare employees for increased responsibilities in their current
human resource plan, Johnson et a (2006). According to Ivancevic et a (2007) strategic
management of employees requires managers to dedicate time, money and attention to training and
development. This increases workers value and enhances their capacity for continuous
improvement. Employees must see value in the training they receive. The training should help the
employee’s progress in their careers. Training differs from learning in that training is a group of
activities while learning is more effective as an individual activity. Managers who provide both
training and learning environment for employees will create more innovation, better service and

more efficient operations than competitors.

Business strategy has a major impact on the type and amount of training that occurs and whether
resources (money, trainers’ time and program development) should be devoted to training. Also
strategy influences the type, level and mix of skills needed in the company (Noe, 2008). According
to Hitt, Ireland, Hoskisson, Sheppard and Rowe (2006) human resource managers need to be well
trained to ensure proper staffing skills, change management, counseling, project management and

organizational design.

2.5.5. Employeereward and compensation strategies

To motivate behavior, the organization needs to provide an effective reward system. A reward
strategy is a declaration of intent that defines what the organization wants to do in the longer term
to develop and implement reward policies, practices and processes that will further the
achievement of its business goals and meet the needs of the stakeholders (Armstrong, 2006). An
effective reward system has four elements. rewards need to satisfy the basic needs of all

employees; rewards need to be included in the system and be comparable to ones offered by a
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competitive organization in the same area; rewards need to be available to people in the same
positions and be distributed fairly and equitably (Goel, 2008). Managers often use rewards to
reinforce employee behavior that they want to continue. According to Perce and Robinson
(2007) reward power is available when the manager confers rewards in return for desired actions
and outcomes. A reward is a work outcome of positive value to the individual (Armstrong,

2006).

According to Barney and Hesterly (2008), an organizations employee compensation policy and
practice is important in implementing a strategy. A company that adopts a compensation policy
that is consistent and reinforces its strategies is more likely to implement those strategies than a
firm that adopts compensation policies that are inconsistent with its strategies (Armstrong, 2006).
A reward strategy should enhance commitment and engagement and provide more opportunities

for the contributions of people to be valued and recognized.

According to Rudman (2003) paying for performance is a big issue in contemporary human
resources management; organizations have long believed that productivity improve when pay
is linked to performance and payment by results systems and incentives are developed to
support this belief. Studies have found a positive relationship between performance related
pay and performance (Huselid, 1995; Dotty, 1996; Goel, 2008). People receive extrinsic e.g.
pay bonuses, promotions, time off, special assignments, office fixtures, awards and verbal
praise or intrinsic rewards (Armstrong, 2008, Dessler, 2006, Goel 2008). Intrinsic rewards are

self-administered (Dessler, 2006).

The overal reward system needs to be multifaceted. Because all people are different,

managers must provide a range of rewards—pay, time off, recognition, or promotion
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(Armstrong, 2008). Rewards demonstrate to employees that their behavior is appropriate and
should be repeated. Different scholars have spoken strongly on the use of team incentives, for
example, Dessler (2008) says that firms that rely on teams to manage their work must develop
incentive plans that encourage teamwork and focus team member’s attention on performance.
Goel (2008) argues that performance related pay is an effective motivator and conveys a clear
message that high levels of performance are expected and will be rewarded. However they
should not be distributed on the basis of narrow definition of the output of each individual,
but also on the basis of appraisals of how well the individual contributes to the performance
of the team, unit or company as a whole depending on the company structure. According to
Johnson, Scholes and Whittington (2006) planning of rewards should take on board the reality

of more team working in delivering strategy.

Establishing meaningful incentives for performance is a difficult task because individuals are
unique and maintain different value systems. What may reward one employee may not be areward
to others (Dessler, 2006). Maslow in 1943 proposed a theory of motivation in which he said that
money is motivator; however later Hertzberg in his two factor theory of motivation differs with
that and instead classifies money as an hygiene factor. Financial incentives and rewards can be true
motivators, but only when balanced against the potential drawbacks and packaged with ongoing
verbal recognition, encouragement and support. How targets, budgets and rewards are
structured will affect the way in which managers and other people behave and pursue the
organizational objectives (Johnson, Scholes & Whittington, 2006). According to Armstrong
and Murlis (2006), it is also important to consider non financial rewards which vary according
to the nature of the employment relationship and also the personal characteristics of the

employee. Lewis et al (2003) identify the following non financial rewards: feeling part of a
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community, a sense of personal achievement, social recognition and social and societal

responsibility.

2.5.6. Employee motivation strategies

Motivation has been defined differently by different scholars, for example, it has been defined as
the psychological process that arouse and direct goal directed behavior (William & Kinicki, 2008);
a psychological process that gives purpose and direction (Reinter, 1995); a predisposition to
behave in a purposive manner to achieve specific unmet needs (Buford, Bodlein & Lindner, 1995),
an internal drive to satisfy an unsatisfied need (Higgins, 1994) and the will to achieve (Boldleian,

1993).

Motivation is the desire to achieve some given targets at any given time. According to Franken
(2002) motivation is the study of behavior principles;, and behavior indicates the attempt to
perform situation adaptation. Franken mentioned that employees have an intrinsic motivation to
overcome and survive. It is the process of inspiring people to actions to achieve the goals.
Employee motivation is one of the policies of managers to increase effectual job management
amongst employees in organizations (Muogbo, 2013). A motivated employee is responsive of the
definite goals and objectives he/she must achieve, therefore he/she directs its effort in that
direction. Rutherford (1990) as quoted in Muogbo (2013) reported that motivation formulates an
organization more successful because provoked employees are constantly looking for improved

practices to do awork.

Research has proved that motivational practices affect employee performance positively
(Chaudhry, Sohail & Riaz, 2013). Motivated employees are inclined to be more productive than

non-motivated employees (Chaudhary & Sharma, 2012). The study shows that training and
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motivation has positive impact on performance of employees (Khan, 2012). This study concludes
that organizations having good training plans for employees can enhance the performance of
employees (Khan, 2012)). All the organization that wants to enhance their employee performance
should focus on training as it also motivate employees to achieve higher performance levels (Khan,

2012).

Howes (2010), Ernst and Young’s office of workforce retention (2000), Handin (2000), Cuthie
(2010) and Werbler and Harris (2009) stated that best practices for improving employee retention
and having motivated employees are summarized such as selection process, |eadership, growth and
development, meaningful work and ownership, rewards, organizational influences, individual
influences, financial benefits, good working conditions, persona loyalty to employee, tactful
discipline, empowerment, creativity and innovation and quality of life. Howes (2010) researched
that better communication and attention to persona needs of employees are to improve motivation
and performance. The study by Chaudhry, Sohail and Riaz (2013) found a direct positive

relationship between motivation and employee performance

The study by Chaudhry, Sohail and Riaz (2013) found overall support for the hypothesis that
Employee Relations Practices Impact positively on Performance of Employees working in
Hospitality Industry of Pakistan as the relationship specified in Hypothesis is found to be
significant. Therefore, the proposed direct relationships between a set of Employee Relation
Practices and Motivation and between Motivation and Employee Performance are empiricaly

validated.

Motivated employees are very productive (William & Kinicki, 2008); and hence help to improve

performance. However according to scholars, motivation is one of the very complex roles of a
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manager (William & Kinicki, 2008; Dessler, 2008; Armstrong, 2006). Thisis because it is difficult
to actually seeit or know it in another person; it has to be inferred from ones behavior (William &
Kinicki, 2008). Scholars have aso based their arguments on the complexity of motivation from the
fact that what motivates employees changes constantly (Bowen & Radhakrishna, 1991,) and aso
that what motivates one employee may not motivate others (William & Kinicki, 2008; Dessler
2008; Armstrong, 2008). To some extent, a high level of employee motivation is derived from

effective management practices.

According to Locke (1997) motivation is determined by goal directness, human volition or
free will and perceived needs and desires, sustaining the actions of individuals in relation to
themselves and to their environment. To develop motivated employees, a manager must treat
people as individuals, empower workers, provide an effective reward system, redesign jobs,
and create a flexible workplace. It is through behavior that people influence the organizational
environment. Dessler (2005) argues that the HR managers should create value by engaging in

activities that produce the employee behavior the company needs to achieve its strategic goals.

The challenge of motivating employees has long been recognized as an integral part of managing
organizations. Studies have suggested that motivation is very important to organizations that want
to improve performance (Moorhead & Griffin, 1998; Ambrose & Kullik, 1999; Selden & Brewer,
2000). Scholars for example William and Kinicki (2008); Dessler (2008) and Armstrong (2008)
have also suggested that organizations must motivate employees to be productive. According to
Noe et a (2006) an employee with high job motivation produces high quality and more quantity of
work leading to high level of job satisfaction hence lead to high performance. Research has

established that as employee income increases, money becomes less of a motivator (Armstrong,
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2007; Dessler, 2008). Managers therefore should be aware of the motivational bases of incentive

plans.

Employees are bound to be much more productive when they work in a positive, supportive
environment. Managers must strive to maintain an enjoyable, family-oriented atmosphere in which
all employees focus on achieving team goals. According to Dessler (2008) recognition has a
positive impact on performance either alone or in conjunction with financial rewards. Praising
employees for achieving their goals is important in maintaining an enjoyable work environment.
Recognizing success is critical, and equally important is inspiring employees to work toward
achievements. Employees will be inspired by knowing their contributions are valued and that

management is confident in their capabilities.

2.5.7. Employeerelations strategies

The employment relationship as an economic, social and political relationships in which
employees provide manual and mental labour in exchange for rewards by employers
(Lewis, Thornhill & Suanders, 2003). Due to increased global competition over the last three
decades, organizations have emphasised on labour efficiency and cost control (Perkins &
Shortland, 2006). This has called for effective employee relations strategies that enable the

employees to dedicate their energy to the achievement of organizational goals.

The term employee relation has been used synonymously with  industrial relations  and
employment relations. According to Lewis et a (2003) Industrial Relations is associated
with the declining “ Smokestack” industries and blue collar workers and the accompanying

emphasis upon Collective Bargaining Agreements between employers and Trade Unions.
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Employee Relations suggests a wider employment canvas being covered with equd
importance attached to non union employment arrangements and white collar jobs. It is
concerned with the social economic relationship that forms and revolves around a contract between
the parties to perform work in return for employment benefits such as remuneration (Perkins &
Shortland, 2006). The emphasis on both employee relations and industrial relations is on

participation, process and practices (Salamon, 2000; Lewis et a., 2003).

Employee relations shows the existence of a psychological contracts that is different from
any other relationships (Lewis et al, 2003). There is a non formalized kind of contract which is
based on what each party expects from the other and is different from the normal written and legal
expectations of the parties from each other. Perkins and Shortland (2006) argue that the socio
political relations around employment are not static hence it is important to consider the future of
the bipartite and/or tripartite employment systems context for determining the employment

rel ations outcomes.

According to Pearce and Robinson (2009) firms actively seek good employee relations whether or
not they are bound by union contacts. Proactive steps in anticipation of employee needs and
expectations are therefore characteristic of strategic managers. Organizations should strive to
satisfy their employees with good pay, good supervision and good stimulating work (Pearce &
Robison, 2009). Employee satisfaction is related to customer satisfaction. Managers believe that

productivity is linked to loyalty and to appreciation of manager’s interests in employee welfare.

According to Harzing and Ruysseveldt (2004) there are many national characteristics that
influence the way in which firms are organized and managed, for example, as put forward by

Porter; attitudes towards authority, norms of interpersonal relationships, social norms of individual
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or group behavior, and professional standards. Porter places special emphasis on labour
management relationships because he believes they are central to the ability of the firm to improve

and innovate.

Employee participation involves direct participation of employees and also trade union
representation. According to Lewis at al (2003) the direct part personally involves employees
directly in decisons that go beyond their immediate work tasks. Employee involvement is
based on the fact that participation in goa setting has been found to be related to the acceptance
and subsequent commitment to the established goals, leading to favourable outcomes in terms of
performance and attitudes (Harzing & Ruysseveldt, 2004). Empowerment is the act of allowing an
individual or team the right and flexibility to make decisions and initiate action (Pearce &
Robison, 2009). Training, self managed work groups, €liminating whole levels of management in
organizations and aggressive use of automation are some of the ways and ramifications of this
fundamental change in the way business organizations function. Employees work not because of
desire to serve the community or fulfill persona ambitions but because of economic
necessity. Hence there isaneed for managers to devise strategies of making them do what

the employer wants them to do. This requires a good understanding of the employee needs.

Research by Bernardin (2010) has shown a strong relationship between an employee’s
organizational commitment and job performance and employee turnover. Employees with higher
commitment are likely to perform better and stay with the organization longer. Lewis et a (2003)
advocates a managerial policy where employees and employers share goals and agree on the
means to achieve them. This he believes will elicit employees commitment which in turn will

yield both better economic performance and greater human development.
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Managers should give employees responsible autonomy (Lewis et a, 2003). Thisinvolves giving
employees the opportunity to have control over their own work situations in a manner that
benefits the organization (Lewis et al, 2003). Managers give employees status, authority and
responsibility. This is based on  McGregor theory Y which assumes that employees are
responsible people who seek responsibility and are creative. This helps to win employees loyalty
and attempts to get employees to adopt the organizational goals. According to Lewis et al (2003)
direct control has declined with the redlization by employers that greater productivity can

be achieved using astrategy of responsible autonomy (Lewis et al, 2003).

Related to employee relations is employee communication which helps in communicating the
strategies of the organization to all the employees. In the era of increasing public accountability it
is imperative that organizations can communicate vision and strategy and demonstrate progress
and outcomes in achieving that vision. According to Ivancevich et al (1997) top management
should play a role in communicating the strategy to the organizations employees and other
stakeholders. Effective communication makes sure people have the information they need and is
the foundation for any good relationship. Being honest and open with employees is especialy
important at a time when they may be dealing with serious concerns outside of the office.
According to Harzing and Ruysseveldt (2004) communication of tasks to be performed should
occur with extensive employee involvement and in the context of both immediate positions and the
whole organization. As their leader you have the responsibility to lessen any stress they might be
feeling by communicating openly. Effective communication is absolutely critical to successful
integration of employee. Performance expectations, if not properly communicated, are far more

difficult to re-work after the fact. Management’s openness to staff members’ input, feedback, ideas
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and suggestions is the cornerstone of good communications and strong employee relationships.

Everybody wins when they are all part of a supportive team.

2.5.8. Organizational commitment

The concept of organizational commitment derives from an article “The organization Man” written
by Whyte in 1956 (Dixit & Bhati, 2012). Zheng (2010) describes employee commitment as simply
employees’ attitude to organization. This definition of employee commitment is broad in the sense
that employees’ attitude encompasses various components. According to Dixit and Bhati (2012)
commitment comes into being when a person, by making a side bet, links extraneous interests with
a consistent line of activity. Brown (1969) as quoted in Dixit and Bhati (2012) categorize
commitment as. (1) it includes something of the notion of membership; (2) it reflects the current
position of the individual; (3) it has a specia predictive potential, providing predictions concerning
certain aspects of performance, motivation to work, spontaneous contribution, and other related
outcomes; and (4) it suggests the differential relevance of motivational factors. According to
Akintayo (2010) employee commitment can be defined as the degree to which the employee feels
devoted to their organization. Meyer and Allen (1997) argue that commitment “is a psychological
state that characterizes the employee’s relationship with the organization and has implication for
the decision to continue membership in the organization.” Dixit and Bhati (2012) argue that
commitment is different from motivation or general attitudes since it can lead individuals to
behave in away, from the prospective of neutral observer, might seem in contrast to their own self-
interest. Ongori (2007) described employee commitment as an affective response to the whole

organization and the degree of attachment or loyalty employees feel towards the organization.
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In the past two decades, Meyer and Allen (1991) developed a three-component model of OC
which has been the dominant framework for OC since then .This three-component mode! is based
on amore comprehensive understanding of OC. The three -component model consists of::

(a) Affective commitment (AC) is the emotional attachment to one’s organization: the degree to
which an individual is psychologically attached to an employing organization through feeling such
asloyalty, affection, worth, belongingness, pleasure and so on.

(b) Continuance commitment (CC) is the attachment based on the accumulation of valued side bets
(pension, skill transferability, relocation, and self-investment) that co-vary with organizational
membership: the degree to which an individual experience a sense of being locked in place
because of the high cost of leaving. It is the desire to remain a member of the organization.
Continuance Commitment refers to an awareness of the costs associated with leaving the
organization. The cost perception for leaving an organization leads to the commitment of a
members stay in an organization (Dixit & Bhati, 2012). Continuance commitment based on
individual having to remain with the organization lost their previous investment before gone (Dixit
& Bhati, 2012).

(c) Normative commitment (NC) is the attachment that is based on motivation to conform to social
norms regarding attachment. Maintaining loyalty to an organization is the result of socialization,
experience, responsibility of repaying the organization can be constructed in a members mind
through organization profits (Dixit & Bhati, 2012). In normative commitment an individual is
willing to stay within an organization and contribute to an organization to correspond with a group

norm (Dixit & Bhati, 2012).

In today’s competitive world every organization is facing new challenges regarding sustained
productivity and creating committed workforce (Dixit & Bhati, 2012). Organizations value
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commitment among their employees because it is typically assumed to reduce withdrawal
behaviour, such as lateness, absenteeism and turnover (Irefin & Mechanic, 2014). Employees with
a sense of commitment are less likely to engage in withdrawal behaviour and more willing to
accept change (Lo, 2009). Business organizations today are aware of the importance of employee
commitment and its role in motivating employees. No organization can perform at peak levels
unless each employee is committed to the organizations objectives. Previous studies by Ali (2010)
as well as Ajila and Awonusi (2004) have found that one of the antecedent determinants of
workers’ performance is employee commitment. Organizations depend on committed employees
to create and maintain competitive advantage and achieve superior performance (Akintayo, 2010;
Tumwesigye, 2010; Irefin & Mechanic, 2014). Employees with high commitment to an
organization see themselves as an integral part of the organization (Irefin & Mechanic, 2014).
Anything that threatens the organization is an imminent danger to them as well. Such employees’
become creatively involved in the organization’s mission and values, and constantly think about
ways to do their jobs better. In essence, committed employees work for the organization as if the
organization belongs to them (Irefin & Mechanic, 2014). Committed employees who are highly
motivated to contribute their time and energy to the pursuit of organizational goals are increasingly

acknowledged to be the primary asset available to an organization (Hunjra, 2010).

A large numbers of studies have been conducted to investigate the concept of organizational
commitment (OC) (Dixit & Bhati, 2012). Khan (2010) investigated the impact of employee
commitment (Affective commitment, Continuance commitment and normative commitment) on
employee job performance from a sample of 153 public and private and public sector employees of
oil and gas sector in Pakistan. The results revedled a positive relationship between employee
commitment and employees’ job performance. In the comparative analysis of the three dimensions
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of organizationa commitment, normative commitment was found to have a positive and
significant correlation with employees’ job performance. Irefin and Mechanic (2014) did a study to
examine the Effect of Employee Commitment on Organizational Performance with special interest
in Coca Cola Nigeria Limited and found that there is a fairly high relationship between employee

commitment and organizational performance.

A study of 2002 data from the Families and Work Institute's National Study of the Changing
Workforce showed that using 13 specific flexibility measurements, employees with more access to
workplace flexibility were "more engaged in their jobs and committed to their current employers—
more loyal and willing to work harder than required to help their employers succeed” (Galinsky,
Bond & Hill, 2004). Dixit and Bhati, 2012) did a study to identify the impact of employees’
Commitment on sustained productivity in Auto component Industry in India (Denso) and found
that the Employees Commitment (Affective, Normative, continuous) are significantly related to
sustained productivity in Auto component industry. In a Canadian study involving 2,200 smaller
businesses (with less than 100 employees), The Centre for Families, Work and Well-Being found
that supporting employees working flexibly enhanced employee commitment at small businesses.

As one owner of asmall multimedia company noted:

"A lot of time we end up having people work past regular hours to meet deadlines. There's no way
we could see people doing that and not allowing them to be flexible in their work hours in other

ways' (Daly, 2000).

From the findings it has been proved that sustained productivity is strongly related to employee

commitment (Dixit & Bhati, 2012). The research findings revea that there exists positive
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relationship between the three commitments affective, continuance and normative commitment

and sustained productivity of the organization.

2.5.9. HRM strategy and organizational performance

Barney and Hesterly (2008) believe that it is very difficult to predict how competition in an
industry will evolve and so it is rarely possible to know for sure that a firm is choosing the right
strategy hence a firms strategy is amost aways a theory: It is a firms best bet about how
competition is going to evolve and how that evolution can be exploited for competitive advantage.
A HRM strategy thus is an overall plan, concerning the implementation of specific HRM
functional areas. According to Boxal (1996) HR strategies provide a framework of critical ends
and means. They set out what the organization intends to do about the different aspects of human
resource management policies and practices. The implementation of an HR strategy is not aways
required, and may depend on a number of factors, namely the size of the firm, the organizational
culture within the firm or the industry that the firm operates in and a so the people in the firm. An
HRM strategy normally includes employee resourcing, training and development, reward and
employee relations, however all of these functional areas of HRM need to be aligned and

correlated, in order to correspond with the overall business strategy.

Many authors have contended that HR strategies may be a better source of core competencies
which can lead to sustainable competitive advantage (Barney, 1991; Pfeiffer, 1994; Perce &
Robinson, 2007; Pfeiffer, 1994; Snell et al, 1996; Wright & McMahan, 1992). This supports the

view of Hamel and Prahalad (1992) that core competencies are normally people embodied skills.

There is empirical support for the hypothesis that firms which aign their human resource

management practices with their business strategy will achieve superior outcomes (Huselid, 1995;
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Dyer & Reeves, 1995; Guest, 1997; Becker & Huselid, 1998). As explained by Delery and Doty
(1996) and Goel (2008) when the company human resource practices support firm strategy,
superior performance is expected. Employee behavior is very critical in realizing goas and
increasing productivity (Pattanayak, 2008). Skillful managers form work groups when possible
with the hope that peer pressure will induce high levels of performance. A firm may not need a
uniquely endowed workforce to establish a distinctive competency as long as it has managerial
capabilities that no competitor possesses. Collective learning in the workplace, especially on how
to coordinate workers’ diverse knowledge and skills and integrate diverse information technology,
IS a strategic asset that rivals find difficult to replicate. Thus leadership capabilities are critical to

harnessing the firm’s human assets.

Each employee is essential for the overall success of the firm (Barney & Hesterly, 2008). While
human resources are an important attribute of single individuals, organizational resources are an
attribute of a group of individuals and includes a firms formal reporting structure, its formal and
informal planning, controlling and coordinating systems, its culture and reputation as well as
informal relationships among groups within a firm and between a firm and those in its
environment. To give rise to a distinctive competency, an organization’s resources must be both
unique and valuable. Capabilities are the collective skills possessed by the organization to
coordinate effectively the resources. The link between human resource strategies and

organizationa performance is summarized in Figure 2.2.

HR Strategy <

Business strategy

L ¢
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Figure 2.3. Link between human resour ce strategies and or ganizational performance
Sour ce: Adapted from Guest, 2000.

As illustrated by Guest (2000) there is a link between a human resources strategy and a business
strategy and organizational performance. The business strategy is derived from the corporate
strategy and helps in achievement of the corporate strategy of the firm. The human resource
strategy is derived from the business strategy and aims to come up with human resource strategies
that will support the achievement of the organizations strategic goals. This leads to the
improvement in the performance of the organization. Scholars have suggested that a good fit
between human resource strategies and the business strategy of the firm tend to lead to superior
outcomes (Perce & Robinson, 2007; Delery & Doty, 1996; Noe et a 2006). Thus HRM strategies

have an effect on the performance of an organization.

2.6. Critical review of existing literature

While many studies have been done on the effect of human resource strategies on performance

most of them have been done in the manufacturing sector which makes it impossible to generalize
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on the banking sector, for example, a study by Cook (2000) found a positive relationship between
human resource strategies and performance in the manufacturing sector in Britain. This clearly
may have minimal relationship with the banking sector due to the nature of the human resource
tasks involved in both. At the same time as mention by Mullins (2005) there are national
differences on what constitute performance goals, therefore what may be high performance in

Britain may not be so in Kenya.

As explained by Harzing and Ruysseveldt (2004) there are cultura differences in performance
goals and based on the nature of the two countries it may not be possible to draw alink between a
study in Britain and apply it in the Kenyan situation. The two countries are also at different levels
in their economic development, while Kenyais a developing country that is still at its young stages
Britain is a first world economy. As explained by Perkins and Shortland (2006) employers in the
industrialized markets and economies have had to restructure and emphasize on labour efficiency
and cost control in the wake of increasing competition. At the same time the employment levelsin
the two countries are different; in Kenya there is alot of unemployment and therefore employees
may commit their energies towards achievement of organizational goals not because the strategies
are good but because they are afraid of not meeting their targets leading to them been declared
redundant. As explain by Perkins and Shortland (2006) growing unemployment has sapped the
strength of workers and their unions. Thus a tougher employer’s stance and the introduction of
HRM practices have been observed. In Britain this may not be the case and employees will be
able to work without such fears because there are low unemployment rates hence the employees

may not fear losing jobs.

2.7. Summary of literature
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The am of human resource strategy is to devise ways of managing people in order to assist in
achievement of organizational objectives. It is now commonly accepted that employees create an
important source of competitive advantage of organizations (Barney, 1991; Pfeiffer, 1994). As a
result it is important for an organization to adopt human resource management practices that make
best use of its employees. This trend has led to increased interest on the impact of human resource
strategies on organizational performance and a number of studies have found a positive
relationship between high performance work practices (Huselid, 1995) and different measures of
company performance. Furthermore there is some empirical support for the hypothesis that firms
which align their human resource management practices with their business strategy will achieve

superior outcomes (Dyer & Reeves, 1995; Guest, 1997; Becker & Huselid, 1998).

The emerging field of human resources management on performance suffers from lack of unity in
theory and inconsistency in research methodology hence has led to many opposing findings and
rich competing theoretical perspectives. Recently efforts have been made by human resources
management theorists to try to establish a causal link between human resource management and

performance (Cook, 2000).

Research has shown that a company emphasizes performance when a substantial portion of its
employees pay is tied to individual or group contributions and the amount received can vary
significantly from one person or group to another (Gomez-Meija et al, 2008). According to Barney
(2000) firms that use resources and capabilities to exploit opportunities and neutralize threats will
see an increase in their net revenues or a decrease in their net costs or both and vice versa. In

general there is a positive relationship between staff retention, motivation, training and
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development, employee relations and management and performance however not much research

has been done in the banking sector.

The existence of very many different resources that contribute to the performance of an
organization also renders previous researches inappropriate at most. This is because improved
performance may be as a result of increased investment on plant and machinery rather than on the
human resource strategies that are applied in the organization. As explained by William and
Kinicki (2008); Dessler (2008) and Armstrong (2008) performance is also affected by firm size
and duration of the company has been in existence. The researchers found that larger firms tend to
perform better than smaller firms. At the same time if companies are provided with the same
resources old companies tend to perform better than companies that have been in the industry for a
short period. This was attributed to the goodwill that has already been established with al the

stakeholders in the industry.

2.8. Research gap

The rapid growth of banks, increase in environmental variability and degree of competition, acute
shortage of qualified labor and the corresponding increase in labor turnover and costs of employee
replacement have forced banks to aggressively compete for the best employees. This has led banks
to focus on strategic management of its employees. The shift by banks to strategic management
has created a lot of interest on the effect of HRM strategies on organizational performance. A vast
majority of empirical research on strategic management has focused on the performance issue and
most studies show that well directed human resource strategies increase firm performance
(Huselid, 2007; Armstrong & Baron, 2009; Katou, 2008; Ahmad & Schroeder, 2003; Bae &

Lawler, 2000; Batt, 2002; Delery & Doty, 1996; Guthrie, 2001; Gardner & Moynihan, 2003).
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Despite these findings most SHRM studies have been characterized by lack of a solid theoretical
foundation explaining the mechanisms causing the observed enhanced performance. For instance,
so far there is no consistent agreement on how to measure HRM strategies and what to measure

with regards to organizational performance (Wright & Gardner, 2003).

The available literature also indicates a serious lack of empirical studies designed to investigate
exactly how a good alignment between HRM and firm strategy leads to improved performance
(Katou, 2008). The literature points out that the link between HRM and organizational
performance is like a ‘black box’, i.e., lack of clarity regarding ‘what exactly leads to what’
(Gerhart, 2005; Katou, 2008). Serious gaps also still remain with respect to the causal ordering of
the variables involved in the HRM — performance relationship (Purcell, Kinnie, Hutchinson,

Rayton, & Swart, 2003; Wright, Gardner, Moyniham, & Allen, 2005; Katou, 2008).

Considering that previous researchers do not agree on the HRM practices, policies, and systems
employed, and accordingly the constructs developed scholars such as Boselie et al. 2005; Lepak,
Liao, Chung and Harden, 2006; and Wright et a., 2005 have argued that the results derived from
these studies are not comparable. Without a clearly delineated theoretical model of HPWS and
their effects on performance, scholars cannot adequately validate the efficacy of such practices, let
alone provide useful suggestions to practitioners. There is a great need for additional evidence to

support the HRM-performance relationship to show exactly what |eads to what (Gerhart, 2007).

It is on this background that this study will be done in order to investigate the effect of human
resource strategies on the performance of the banks in Kenya and provide a better understanding of
the relationship between these variables. It will also show the relationship between the different

HR strategies.
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CHAPTER THREE

RESEARCH DESIGN AND METHODOLOGY
3.1. Introduction
This chapter describes the research design that was used in the study. This will help in adequate
planning for the study. The chapter further goes ahead and discusses the study population,
sampling design and sample size, data collection methods, tools and procedures and the data
analysis procedures that were used. The measures used to ensure validity and reliability of the
study instruments is also discussed in this chapter. In addition, this chapter also presents the

measures that were put in place to ensure that the study is done in an ethical manner.

3.2. Resear ch design

According to Kothari (2004) a research design stands for advance planning of the methods to be
adopted for collecting the relevant data and the techniques to be used in their analysis, keeping in
view the objective of the research and the availability of staff, time and money. This study adopted
the mixed method approach utilizing both qualitative and quantitative methods. Qualitative
approach was used to supplement and strengthen the quantitative aspects and provide an
opportunity for the researcher to observe the application of HRM strategies first hand. The method
adopted by this study was specifically a survey research. The characteristics of the banks and their
employees were completely and accurately described to minimize bias and ensure reliability
(Kothari, 2004). This provided the information that helped in determining the relationship between
the study variables. Personal interviews and questionnaires were used.

3.2. Study population

The population of the study was all the headquarters of the 46 banks in Kenya. The study targeted

the CEOs, HR managers, Operations managers and other employees of the commercia banks in
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Kenya. The total population targeted was 2,738 people located at the head quarters of the banks.
This is because most of the strategic decisions of banks are made at the headquarters and then
cascaded down to the branch levels. Hence the strategies at the headquarters are normally the same

strategies used at the branches. The target population was stratified as shown in Table 3.1.

Table 3.1. Study population

Category Population
CEOs 46
Operations managers 46
Human resources managers 46

Other employees

Supervisors 920
Tellers 1400
Support staff 280
Tota 2738

3.3. Sample design

According to Kothari (2004) a sample design is atechnique or procedure that the researcher adopts
in selecting items for a sample. It was not possible to study al members of the population since it
would have involved tremendous amounts of time and resources (Mugenda & Mugenda, 1999;
Kothari, 2004). As aresult a sample was selected and studied to represent the entire population. An
optimum sample of 349 employees, which fulfils the requirements of efficiency, representativeness
(Kothari, 2004; Mugenda & Mugenda, 1999), reliability and flexibility, was selected based on
cost, accepted confidence level and size of the population. This enabled the researcher to gain
information about the population. The Yamane (1967) formula for calculating sample sizes was

used to calculate the sample size at 95% confidence level and P = 0.5.
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Where nisthe sample size, N is the population size, and eisthe level of precision.

N= 2738
1 + 2738/(0.05x.05)
N = 2738
1+ 2738/0.0025

= 2738/ 7.845=349

Sampling was done using the multi stage approach involving purposive sampling and
stratified sampling methods. The CEOs, operations managers, and HR managers were purposely
selected from each bank. Due to the small number and the importance of the managerial cadre in
this study, a census was adopted in which all the said managers were purposively selected and

involved in the study. The sample size for managerial staff is shownin Table 3.2.

Table 3.2. Sample selection of managerial staff

Population Category Population Sample
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CEOs 46 46

Operations managers 46 46
Human resources managers 46 46
Total 138 138

Other employees were selected using stratified random sampling because this method enables the
researcher to achieve the desired representation from the various subgroups in the population
(Mugenda & Mugenda, 1999; Kothari, 2004; Cooper & Schindler, 2006). This according to
Mugenda and Mugenda (1999) gives the researcher confidence that if another sample of the same
size is selected the findings from the two samples will be similar to a high degree. This method
also gives each employee in the organization an equal chance to be selected. The sample size for

lower level employees and supervisorsis shown in Table 3.3.

Table 3.3 Sample selection for lower level employees and supervisors

Population Category Population Sample
Supervisors 920 92
Tellers 1400 140
Support staff 280 28
Tota 2600 260

3.4. Data collection instruments
Both primary and secondary data were collected. The maor primary data collection instruments

(information collected for the first time) that were used are questionnaires and interviews which
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were self administered. Secondary data (the aready available data which had been collected and
anayzed by someone else) was collected from relevant documentaries as well as company
publications.

A standard questionnaire was used in order to produce accurate information. The questionnaire
comprised of three sections as follows: The first section comprised of demographic data such as
age, sex, years of experience and level of education and monthly salary; the second section
comprised of data describing the individual human resources management strategies such as
employee recruitment and selection, training and development, employee reward and
compensation and employee relations and in the third section data relating to performance was
examined.

The questionnaire was constructed on the basis of closed and open-ended questions. This enabled
the researcher to study the employee’s perception on effect of HR strategies on performance. The
researcher also used the likert scale type of questions. Since the research was done under some
[imitations, a combination of the said methods was used so that the collected data enabled effective

analysis and presentation in an orderly logical manner.

3.5. Data collection procedures

Questionnaires were distributed to the respondents and duration of two weeks given to fill them.
The researcher then made follow-up calls to ensure that adequate response was obtained from the
respondents. To obtain data free from errors introduced by the research assistants it was necessary
to supervise them closely as they collect and recorded information from respondents. This was

done by the researcher.
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In cases where the questionnaire had not been received after follow up telephone calls, additional
copies of the questionnaire and a reminder letter were send to the respondents, followed by afinal
follow up telephone call. Interviews were conducted by the researcher only. Structured interview
approach was used in order to ensure that only relevant data was collected. Secondary data was
then collected by analyzing the financial statements for the last five years in the banks that
responded to the questionnaires and had interviews conducted.

Datawas collected from both senior managers (CEOs, HR managers and operations managers) and
lower level employees for two reasons. First, the CEOs, HR managers and operations managers
had the greatest opportunity to assess the extent to which HR policies are integrated vertically and
horizontally with the firm’s strategy (human resource strategy measure); on the other hand, it was
assumed that other employees were likely the best source of information about HR practices since
HR practices become effective only if they are inherited by line workers and their immediate

beneficiaries.

3.6. Pilot test

To test the study instruments, the researcher did a pilot study (a small-scale version of the full
study). This was done to test the questionnaire and survey techniques (Kothari, 2004). Pretesting
(Kothari, 2004; Mugenda & Mugenda, 1999) ensured that the items in the instrument were stated
clearly and had the same meaning to al respondents (Mugenda & Mugenda, 1999). Pilot testing
enabled the researcher to know if the instruments were valid and that the study’s design was able
to capture the required data. The pilot study made reference to twenty respondents from the
population and took one week. The same method that was used in the full study was also applied in

the pilot study.
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3.7. Data analysis procedures

The collected data was processed and organized for statistical analysis. During the process age,
gender and academic were treated as control variables and were therefore tested to establish how
they affect performance. Data analsysis involved first coding the responses; tabulating the data;
and performing several statistical computations (i.e. averages, frequencies, percentages and
regression coefficients). To begin the data analysis process, descriptive statistics were calculated
on the independent variables to summarize and describe the data collected. This helped in
determining the extent of adoption of HRM strategies in the banks. Inferential statistics were used
to reach conclusions and make generalizations about the characteristics of populations based on

data collected from the sample.

Item analysis was conducted to determine the internal consistency and reliability of each individual
item as well as each subscale. Cronbach’s Alpha test was used to test internal reliability. The
Pearson’s correlation coefficient was used to show the direction and magnitude of the
interrelationship between variables. The predictor powers and moderation effect of the variables on
organizational performance were tested by conducting a moderated regression analyses suggested

by Pedhazur (1982). The Multiple regression model used in this study is as shown:

Yi= plxi1+ p2xi2+ B3xi3 + Bdxid + BExi5+ i

where x;j isthe i™ observation on thej”_1 independent variable, and where the first independent
variable takes the value 1 for al i (so Hiisthe regression intercept).

Yiis called the measured variable, or dependent variable (organizational performance)

Xi are the independent variables(x;1 employee resourcing strategies, x;2 training and devel opment
strategies, x;3 reward strategies and x;4 relations strategies)

Bisa p-dimensional parameter vector.
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Ciiscalled the error term, disturbance term, or noise.
Factor analysis of the individual HRM strategies (resourcing, training and development, reward
and employee relations and performance). Independent t-tests and/or simple anaysis of variance
(ANOVA) wiere used to look for significant differences between the HR strategies employees
deem important when grouped by gender, or years worked. SPSS (Statistical Package for Social
Sciences) software program was used for in-depth data analyses. Analyzed data was then presented

using tables, pie charts, percentages and text.

3.8. Validity and Reliability Issues

An instrument is valid if it measures what it is intended to measure and accurately achieves the
purpose for which it was designed (Patten, 2004; Wallen & Fraenkel, 2001). According to Patten
(2004) validity is a matter of degree and no test instrument is perfectly valid. The instrument used
should result in accurate conclusions (Wallen & Fraenkel, 2001). Validity involves the
appropriateness, meaningfulness, and usefulness of inferences made by the researcher on the basis
of the data collected (Wallen & Fraenkel, 2001). Validity can often be thought of as judgmental.
According to Patten (2004) content validity is determined by judgments on the appropriateness of
the instrument’s content. Patten (2004) identifies three principles to improve content validity: 1)
use a broad sample of content rather than a narrow one, 2) emphasize important material, and 3)
write questions to measure the appropriate skill. These three principles were addressed when

writing the survey items.

To provide additional content validity of the survey instrument, the researcher formed a focus
group of five to ten experts in the field of HRM to provide input and suggestive feedback on
survey items. Members of the focus group were senior employees of the banks and other

employees who had worked in the sector for more than five years. Reliability relates to the
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consistency of the data collected (Wallen & Fraenkel, 2001). Cronbach’s coefficient alpha was
used to determine the internal reliability of the instrument. The survey instrument was tested in its

entirety, and the subscales of the instrument were tested independently.

3.9. Ethical Issues

According to McNamara (1994) ethical concerns in research deal with voluntary participation, no
harm to respondents, anonymity and confidentiality, identifying purpose and sponsor, and analysis
and reporting. To help eliminate or control any ethical concerns the researchers made sure that
participation was completely voluntary but this can sometimes lead to low response rate which can
in turn introduce response bias (McNamara, 1994). To encourage a high response rate, Dillman
(2000) suggests multiple contacts. For this study, up to five contacts were made per potentia
participant. To avoid possible harm such as embarrassment or feeling uncomfortable about
guestions to respondents, the study did not include sensitive questions that could cause

embarrassment or uncomfortable feelings.

Harm could also arise in data analysis or in the survey results. Anonymity and confidentiality was
exercised to protect a respondent’s identity. A survey is anonymous when a respondent cannot be
identified on the basis of a response (McNamara, 1994). Participant identification was kept

confidential and was only used in determining who had not responded for follow-up purposes.

All prospective respondents knew the purpose of the survey and the organization that is sponsoring
it. A cover letter was used to explain that the results of the study would be used in a dissertation as
partia fulfillment for a Doctoral degree. The researcher also accurately reported both the methods
and the results of the surveys to professional colleagues in the educational community. Because
advancements in academic fields come through honesty and openness, the researcher assumed the
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responsibility to report problems and weaknesses experienced as well as the positive results of the

study.

68



CHAPTER FOUR
DATA ANALYSISAND PRESENTATION OF FINDINGS

4.1. Introduction

This chapter describes the analysis of data followed by a discussion of the research findings. The
findings relate to the research questions and objectives that guided the study. Data were analyzed
to identify, describe and explore the relationship between Human resources management strategies
and performance of commercial banks in Kenya. Data were obtained using a semi structured
interview and a self administered questionnaires, completed by 314 people (n=314) out of a sample

of 349 employees.

Every data set contains some errors which can significantly affect the final statistical results and
lead to drawing wrong conclusions if the errors have not been rooted out. In this study, data
cleaning involved firstly examining and correcting the key variables. This involved detection and
then correction of errors in the data set. Cleaning involved using SPSS to conduct consistency
checks in order to identify the data, which are out of range, logically inconsistent or have extreme
values. The missing responses were treated carefully to minimize their adverse effects by assigning
a suitable neutral value or discarding them methodically. Errors that were easily detectable
included data entry and respondent errors were aso corrected. Data entry errors included
mistyping responses, entering data out of range or leaving an answer blank when a valid response
was included in the questionnaire. Respondent errors included failing to accurately follow a skip

pattern, writing aresponse that is difficult to interpret or providing false answers.

Collected data was analyzed using descriptive and inferential statistics. Descriptive statistics
namely, frequency distributions, cross-tabulation and measures of central tendencies including

means and standard deviations were used to describe the characteristics of the collected data
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Hypothesis H1, H2, H3, H4and H5 were tested using Pearson’s Correlation Coefficients to
determine the strength and direction of the hypothesized relationships.

Descriptive statistical analysis was used to identify frequencies and percentages of responses given
to all the questions in the questionnaire. Most respondents answered all of the questions therefore
percentages reported correspond to the total number of respondents answering the individual
guestions. The statistical significance of relationships among selected variables was determined

using the regressions analysis. The level of significance was set at 0.05.

4.2. Data Analysis and Presentation of Findings

4.2.1. Responserate

The sample for the study comprised of atotal of 349 employees in 46 commercia banksin Kenya.
Out of this a total of 325 questionnaires were filled and returned by employees from 38
commercia banks, however, only 314 questionnaires were usable for this study and met the
required inclusion criteria. This represented 82.6 % response by the commercial banks and 89.7%
of the individual employees. According to Mugenda and Mugenda (2003) a response rate of more
than 10% of the sample is adequate for data analysis. Cooper and Schindler (2003) aso argues that
a response rate exceeding 30% of the total sample size provides enough data that can be used to
generaize the characteristics of a study problem as expressed by the opinions of few respondents
in the target population. This also meets the acceptable response rate, 40%, as suggested by
Sekaran (2000). This means that the data gathered from the 314 respondents demonstrated the true
nature of the effect of Human Resource Management Strategies on the Performance of
Commercia Banks in Kenya. Therefore, the 89.7 % response rate was adequate for the researcher
to proceed with data analysis and interpretation. The response rate in the study is shown in Figure

4.1. Neither the reasons for refusal to participate nor the characteristics of the non-respondents are
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known. Of the remaining 11 questionnaires deemed unusable, 6 respondents did not complete the
guestionnaire in that two or more subsections of the questionnaires were omitted. Five respondents
reported that they had worked in the banking sector for less than three months and thus did not
meet the inclusion criteriafor this study because they were assumed to lack adequate knowledge of

the sector.

24,7%

® responded

B didn’t respond

Figure4.1. Responserate

4.2.2. Demographic characteristics

Although it was not part of the purpose of the study, this set of data was intended to describe
demographic characteristics of the sample and to assess for any influence on the research findings.
The study found it crucial to ascertain the broad information of the respondents
since it plays a great role in determining the nature of information provided in terms of
accuracy. The analysis relied on the information of the respondents to classify the different results

according to their knowledge and responses. The demographic data consisted of age, sex, years of
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experience, educationa level, monthly salary working capital and size of the bank. For this study
age, gender and academic were treated as control variables.

When descriptive analysis was done on the demographic characteristics, it was found that gender
had a mean of 1.4586 and a standard deviation of 0.49908, age had a mean of 2.9682 and a
standard deviation of 0.89671, academic qualification had a mean of 3.2930 and a standard
deviation of 0.98397, number of years worked had a mean of 2.5064 and a standard deviation of
1.41927, monthly salary had a mean of 4.0701 and a standard deviation of 1.18357, bank
ownership had a mean of 2.8662 and a standard deviation of 0.14225, number of employees had a
mean of 5.6083 and a standard deviation of 1.96846, annual turnover had amean of 2.8949 and a
standard deviation of 0.30717, registered capital had a mean of 2.6338 and a standard deviation
of 0.54475 while the dependent variable (performance) had a mean of 2.3863 and a standard

deviation of 0.77725. Theresults of thisanaysisare shownin Table 4.1.

Table4.1. Descriptive analysis on the demographic characteristics

Descriptive Statistics

Mean Std. Deviation N
Gender 1.4586 .49908 314
Age 2.9682 .89671 314
Academic qualification 3.2930 .98397 314
Number of years worked 2.5064 1.41927 314
Monthly salary 4.0701 1.18357 314
Bank ownership 2.8662 1.14225 314
Number of employees 5.6083 1.96846 314
Annual turnover 2.8949 30717 314
Registered capita 2.6338 54475 314
Performance 2.3863 77725 314

A regression analysis was used to test if there is a significant effect of demographic factors
(registered capital, age, gender, academic qualification, bank ownership, annual turnover, monthly

saary, number of employees, number of years worked) on the performance of commercial banks
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in Kenya. Since p (0.000) is less than alpha (.05), we conclude that with the obtained data, thereis
evidence of significant effect of demographic factors on the performance of commercial banks in

Kenya ( F 20.354, df=9, and P<0.05). The results of the hypothesistest are presented in Table 4.2.

Table 4.2. ANOVA results showing the effect of demographic characteristics on performance

of commercial banksin Kenya

ANOVAP
Mod€ Sum of F Sig.
squares Df Mesan square
! Regression 71.100 9 7.900 20.354 .000?
Residual 117.991 304 .388

Total 189.091 313
a Predictors: (Constant), Registered capital, Age, Gender, Academic qualification, Bank ownership, Annual turnover, Monthly
salary, Number of employees, Number of years worked
b Dependent Variable: performance

When regression analysis was done to determine the effect of demographic characteristics on the
performance of commercial banks in Kenya. This analysis of the demographic factors obtained an
adjusted R? of 0.358%. This implies that the simple linear model with demographic factors as the
independent variable explains 35.8% of the variations in performance of commercial banks. This
means that with demographic factors as the only independent variables the performance of
commercial banks will change by 35.8.1%. These results are shown in Table 4.3.

Table 4.3. Model summary showing demographic characteristics of respondents

Model Summary

Model
R R Square Adjusted R Square Std. Error of the Estimate

613(a) 376 358 62300

a Predictors: (Constant), Registered capital, Age, Gender, Academic qualification, Bank ownership, Annua turnover, Monthly
salary, Number of employees, Number of years worked
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Correlation analysis was done to investigate the existence and nature of relationship between
demographic characteristics and performance of commercial banks in Kenya. From the correlation
analysis it was noted that bank ownership has the highest positive relationship with performance
with a Beta value of 0.359, monthly salary had the second highest positive relationship with a Beta
value of 0.252, number of years worked has a Beta value of 0.187. The other factors have low
positive Beta values as follows: gender a Beta value of 0.016, age a Beta value of 0.070, academic
gualification a Beta value of 0.009 and annua turnover with a Beta value of 0.00.4. This shows
that there is some minima positive relationship between the factors and performance of
commercial banks in Kenya. Number of employees and registered capital had negative Beta
values, showing a negative relationship with performance of commercia banks in Kenya. Gender
explains a 2.5% variance in performance; age explains 6.1% variance in performance; academic
gualification explains 0.7% variance in performance; number of years worked explains 10.2%
variance in performance; monthly salary explains 16.6% variance in performance; bank ownership
explains 24.4% variance in performance; annual turnover explains 0.9% variance in performance.
All this showed the existence of a positive relationship with performance of commercia banks in
Kenya. Registered capital explains a -21.3% variance in performance while number of employees
explains a -2.1% variance in performance. This shows that bank ownership, monthly salary and
number of years worked have the highest positive relationships with performance of commercial
banks while registered capital and number of employees have negative relationships with
performance of commercial banks in Kenya. Thus registered capital and number of employees
have a negative relationship with performance of commercia banks in Kenya. Results of this

anaysis are shown in Table 4.4.
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Table 4.4. Coefficient results showing the relationship between the demographic
characteristics and performance

Coefficients(a)

M odel Unstandar dized coefficients Standar dized coefficient

B Std. Error Beta T Sig.

1 (Constant) 1.166 AT7 2.443 .015
Gender .025 .083 .016 .303 762

Age .061 073 .070 832 406

Academic qualification .007 .045 .009 152 .879

Number of years worked 102 .049 .187 2.080 .038

Monthly salary .166 .045 252 3.719 .000

Bank ownership .244 .037 .359 6.565 .000

Number of employees -.021 .027 -.052 - 754 452

Annual turnover .009 .149 .004 .063 .950

Registered capital -.213 .092 -.149 -2.306 .022

a Dependent Variable: performance

A correlation analysis was done to investigate if there is a significant relationship between
demographic factors (Registered capital, Age, Gender, Academic qualification, Bank ownership,
Annua turnover, Monthly salary, Number of employees, Number of years worked) and
performance of commercial banks in Kenya. From the analysis it was found that there is a
significant positive relationship between gender and performance, a significant positive
relationship between age and performance, a significant positive relationship between academic
gualification and performance, a significant positive relationship between number of years worked
and performance, a significant positive relationship between monthly salary and performance, a
significant positive relationship between bank ownership and performance and a significant
negative relationship between registered capital and performance. However it was that the
relationship between number of employees and performance and the relationship between annual

turnover and performance were not significant.

From the anaysis it was also found that there is a significant positive relationship between

academic qualification and age, number of years worked and age, number of years worked and
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academic qualification while there is a negative significant relationship between number of years
worked and gender. Analysis aso revealed a significant positive relationship between monthly
salary and age, monthly salary and academic qualification, monthly salary and number of years

worked and a significant negative relationship was found between monthly salary and gender.

Analysis of results aso found a significant positive relationship between bank ownership and
gender, bank ownership and age and also between bank ownership and number of years worked.
However it was also found that there was a negative relationship between number of employees
and gender and also between number of employees and bank ownership. A positive s