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ABSTRACT 

 The Human Resource Management (HRM) plays a pivotal role in the success of 

Organizations. The research conducted by HR specialized person has suggested that 

individuals perform more efficiently in the cases where HR policies are properly 

implemented. During research it is learnt that managing human resources is most complicated 

and challenging as compared to managing the capital and technology (Scott A. Snell, 2012).   

The employees of each organization are most valuable assets and without employees, 

organization can’t achieve its ultimate goal and objectives. Therefore, it is very important to 

have a competent workforce who can work in a manner to meet the goals in the most efficient 

manner. Through sound Human Resource Management (HRM) the organizational behavior 

which includes, competency and commitment of employees and flexibility can be improved 

which resulted in staff performance  (Stella M. Nkomo, 2010). In the following paper we will 

examine the role of HR strategies and policies and how they are specifically applied to 

improve organizational performance of the banking sector in India.  
 

KEYWORDS: HR Strategies, Banking Sector, Performance of the Organisation 
 

INTRODUCTION  

For any organization, the human resources play a phenomenal role in the overall 

effectiveness, efficiency and profitability of the organization. The key characteristics of this 

type of resource are that every individual is a unique package of qualifications, aptitude, 

skills, abilities, psychological setup, behaviour and approach. As a group these attributes 

interact to render various management styles in an organization. Thus, human resource is 

aptly considered as the strongest asset of an organization.  

Banking sector 

In the banking sector in India, until recently, generally banks target the HR functions 

to improve the performance by means of cost control (Ramu, 2008). However, this is a 

completely wrong perception. Even the banking sector has realized the contribution and 
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impact of HR on the organizational success. Various HR development and management 

strategies are being adopted by the banks consequently. Despite the technological advances in 

the banking sector, most people in the developing parts of India still rely on walk-in 

transactions instead of internet banking or ATMs. The HR acts as the face of the banks. It is 

therefore very important to emphasize on the value addition for the banks by enhancing the 

HR practices within (Hristos, 2006), while taking into consideration the needs and 

expectations of the employees. The different skills and characteristics of every employee 

should be retained, exploited and developed further to create value. Banking sector also faces 

scarcity of HR on higher levels for which HRM should focus on expanding the potential and 

capacity of individuals through different strategies (Nelson, 2010). 

Although this physical resource, i.e. human resource, forms merely a small fraction of 

the total mobilized resources in the banking sector, it is the HR only that makes a big 

difference for the sector through decisions, execution and management. The HRM comprises 

of four broad processes (which can be considered as the ‘Value Added Chains’): Recruitment 

and Selection, Appraisal, Development and Retention of the HR. The first two processes are 

quantitative whereas the next two are qualitative (Kenter, 2003). In all these decision making 

areas, it is crucial that an appropriate strategy is used to ensure maximum possible value 

addition by that area. The formation of the strategies should account for the underlying 

complexities involved in any organization in the form of groups and subgroups that exist in 

that organization. These are based on the employees and their professional attitudes. So, 

managing professionalism is of utmost priority. In fact, the Reserve Bank of India (RBI) has 

also initiated measures to check this and intervenes when required. 

The stress is on diverting the focus of the HR technologies towards business 

intelligence and strategic alignment (Walker, 2001). Proper deployment of HR technologies 

leads to time saving of the employees and cost reduction too in the long run, which can then 

be put into better usage. Management and employees get time to focus on more strategies for 

the work of higher value, which results in a strong financial position of the bank. Such 

strategic decisions are very important for any organization to increase its market value, 

revenue growth and productivity. Best example of technology usage is the Core Banking 

Solution (CBS). This has helped the employees to shift their attention from the mundane 

activities to more contributory roles by analyzing the patterns of customers, their needs, and 

thereby designing products to satisfy the customers. The post-liberalization period has 

brought some significant changes in the Indian banking sector’s structure as it is linked to the 
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rest of the world’s economy too (Kumbhakar, 2005). It was the need of hour that the 

employees adapt to these changes in order to grow in tandem with the rest of the world. An 

important factor of concern while ensuring that the banking sector was changing for good 

was the customer needs. Paying heed to the voice of the customer can equip the higher level 

management in the banking sector to align the services, technologies and strategies to the 

customer requirements. The sector understood and catered to the propositions of the customer 

that led to an increased value addition in the banking sector (Sartain, 2005). The 

modifications in the HR affect several policies and competitive strategies within an 

organization. This holds true in the banking sector as well. We will enumerate the key 

policies and strategies thereby that are being influenced by the HR strategies.  

HRM is the driving force for some of the key systems in the banking sector which 

include the corporate social responsibility, organizational culture, management attitude and 

commitment to serve better.  

The impact is visible in the form of the following policies: 

 National Policy: This encompasses the role of HRD in undertaking measures to 

improve the HR qualities on the national level, which will enhance the life quality and 

efficiency through welfare and education programs. The main concern here is 

imparting knowledge, invoking learning and creating experience opportunities 

through employment drives in the banking sector in India.  

 Organizational Policy: In this role, the HR strategy ensures to prepare the individual 

employees to contribute their best to achieving the objective of the bank so that it is 

mutually beneficial for both the organization as well as the individual. This also 

makes the organizational culture healthier and more dynamic. 

 Departmental Policy: This directly applies to the honing of skill sets tailored to meet 

the basic level needs for an organization to grow. It helps employees realize the 

importance of teamwork, confidence, trust, transparency and bucking up right talent 

to increase the department’s productivity through right means. 

HRD tends to develop the individual from an all round perspective so that the person can 
contribute to the department, organization as well as the country he is working in (Cooper, 2006).  

Human resource development and management has a significant bearing on the below 

concerns: 

 Organizational Efficiency: It focuses on the application of various resources and 

benefits derived from the same. HR strategy’s impact is intensive because based on it, 
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the efficiency and development of the organization are determined. It also helps decide 

the extent of use of technology and human resources along with other resources. 

 Individual Efficiency: The strategies focus on developing the positive attitude 

amongst the individual employees in order to increase their contribution and enhance 

the working environment. It helps in the allocation of employees for various activities 

in the banking sector conveniently. 

 Technological Development: HR technology has made things cake walk and easily 

approachable in the banking sector. The extent of technology development in India is 

vast in Tier I and Tier II cities. However, it is yet to reach the interiors and smaller 

places effectively. 

 Competitive Organization: Developing right synergies to harness the required skills 

is extremely necessary in a highly competitive market, which is subjected to changing 

demands (Jack, 2007). This takes into consideration the operations of the banks and 

helps them explore how they can attain a competitive edge over the rivals.   

All this definitely asserts and re-confirms the role of HR strategies in the development of an 

organization. Banking sector forms the backbone of every economy as it describes the 

financial position of the country. Therefore, major studies involve the efficiency 

measurement and benchmarking the performance of the banks on the basis of different 

modern tools and analytical index to quantify the performance of the banking sector in India 

(Kumar, 2011). The Indian banking sector comprises of scheduled banks, commercial banks, 

private sector banks, nationalized banks and a few more entities. There is no thumb rule to 

measure the performance in terms of the efficiency of the banks. Still, there are some modern 

tools and indexes that illustrate the bank’s efficiency levels very well. 

For the Indian banks, the performance measurement methodologies include the Data 

Envelopment Analysis (DEA) that measures technical efficiency and returns to scale; 

jackknifing analysis, dummy variable regression model and the Total Factor productivity 

(TFP) index. An important observation to be noted here is that analysis of performance of the 

different banks in the banking sector across the categories leads to different results. For 

instance, according to the TFP index, the public sector banks are favoured while comparing 

the performance. Even the results of the DEA confirmed to the TFP index. The performance 

analysis shows that the PSBs have been better performers as compared to the foreign banks 

or as a matter of fact, the private sector banks in India. However, the efficiency levels of the 

banks changed as the deregulation in the market changed. Besides, studies revealed that if 
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group performance is considered, then private sector banks have outperformed both the 

foreign as well as commercial banks in India (Bhattacharya, 1997). The performances of the 

banks, their subgroups and the entire sector have varied on year-on-year basis. It is important 

to understand that externalities and the rest of the world economy have severe impact on the 

performance of the banks sector in India. Besides, the banking sector also depends on the off 

balance sheet business like loan commitments, securitization, lines of credit, etc. All these 

should be considered in evaluating the performance of the bank.    

CONCLUSION 

In wake of all the structural changes that impact the final efficiency level of the 

banking sector, it is essential for the sector to retain the integrity of the individual employees 

for the survival of the banks in the long run (Wood, 2000). It is therefore important to take 

into consideration the role and contribution of the HR strategies in the performance of the 

banking sector in India as this will be a chief determinant in understanding the usage of the 

physical asset of the bank – the human resource. 

 

REFERENCES 
1. Bhattacharya, A. a. (1997). The impact of liberalization on the productive efficiency of Indian 

commercial banks. European Journal of Operational Research , 332-45. 
2. Cooper, D. (2006). The Impact of Management’s Commitment on Employee Behaviour: A Field 

Study. American Society of Safety Engineer . 
3. Hristos, D. (2006). Human Resource Practices, Unionization and the Organizational Efficiency of 

French Industry. Advances in Industrial & Labor Relations , 15, 67-102. 
4. Jack. (2007). Building a Competitive Organization through HRM Initiatives: A Macro Perspective, 

Street Smart Hu- man Resource Management & Business Practices. http://www.hrmbusiness.com. 
5. Kenter, R. (2003). Foreword. In M. Effron, Human Resources in the 21st Century (p. 12). Hoboken: 

John Wiley & Sons. 
6. Kumar, M. a. (2011). Benchmarking Indian banks using DEA in post-liberalization period: progressive 

time-weighted mean approach. The Service Industries Journal , 31 (14), 2455-85. 
7. Kumbhakar, S. C. (2005). Deregulation, ownership and efficiency change in Indian banking: an 

application of stochastic frontier analysis. In R. Ghosh, Theory and Application of Productivity and 
Efficiency: Econometric and DEA Approach. India: Macmillan. 

8. Nelson, J. (2010). HR Focus Efficiency and Effectiveness. Retrieved October 7, 2013, from 
http://www.yourhrremedy.com/news/?p=18 

9. Ramu, N. (2008, September). Human Resource Management in Cooperative Banks in India: Issues and 
Challenges. Department of Commerce . Annamalai University, Tamil Nadu, India: Cab Calling. 

10. Sartain, L. (2005). Branding from Inside Out: HR’s Role as Brand Builder. In M. a. Losey, The Future 
of Human Resource Management: 64 Thought Leaders Explore the Critical HR Issues of Today and 
Tomorrow (pp. 181-188). Hoboken: John Wiley & Sons. 

11. Scott A. Snell, G. W. (2012). Managing Human Resource. California: Cengage Learning. 
12. Stella M. Nkomo, M. D. (2010). Human Resource Management Applications. Cengage Learning. 
13. Walker, A. (2001). Best Practices in HR Technology. In T. Walker A. and Perrin, Web-Based Human 

Resources: The Technologies and Trends That Are Transforming HR (pp. 3-14). 
14. Wood, B. a. (2000). ‘Best Practice’ Human Resource Management: Perfect Oppor- tunity or Dangerous 

Illusion? International Journal of Hu- man Resource Management , 905-925. 


