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In a  revolutionary competitive  market  structure,  human resources  are
one of the significant sources of competitive advantage. Strategic human
resource management help to design more improved practices keeping
in mind the corporate particular needs, hence provides competitive edge
over  competitors.  Furthermore,  it  deals  with  the  generation  of  a
relationship among the whole strategic goals of the organization and the
human  resource  policies  and  its  application.  This  study  on  hand
concludes  the  positive  influence  of  strategic  human  resource
management practices on firm productivity and recommends that  this
positive relation will  allow the HR managers to develop policies that
cause  better  operational  outcomes,  to  accomplish  greater  firm
performance.  In  this  study, it  has been explored that  recruitment and
selection process, training and development and performance appraisal
system, plays a vital  role in increasing the firm performance and are
considered to be an important source of competitive advantage. Through
relevant  evidences  from  this  research  work,  that  firm  efficiency  is
positively  influenced  by  the  strategic  human  resource  management
practices,  the  conclusion is  drawn that  the  way business  manages its
human  resources  practices  has  a  distinct  impact  on   organization’s
performance.
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Organizations aimed at efficient productivity are increasingly accepting
the fact that among the elements that contribute to the achievement of
organizational objectives, labor is the most crucial one. Physical assets,
like infrastructure, goods, services and technologies can be copied by the
competitors  but  human assets  cannot  be  imitated  and thus,  gives  the
competitive edge to the firm.
The  organizational  development  and  better  performance,  therefore,
largely depends on the workforce.  How well firm performs and attain its
objectives  depends  on  how  well  organization  develop  its  human
resource.  Factors  related  to  human  resource  are  the  greatest  test  for
enhancing firm efficiency.
According  to  Jules  and  Holzer  (2001),  Strategic  Human  Resource
Management  (SHRM)  flourishes  workers  efficiency  as  well  as
organizational performance. Merging the human resource practices with
strategic planning of the firm results in attainment of firm’s mission and
objectives. 
In the fast pace world of  business this belief is growing faster,  that the
organizational  human  resource  provide  competitive  edge  over
competitors, provided that the human resource management practices are
merged with firm’s long term goals and objectives. Indeed strategic
human  resource  management  highlights  the  significance  of  building
congruence between human resource practices  and strategic goals of the
organization.
Many studies are conducted (e.g. Bowen and Ostroff, 2004; Dimba and
K’Óbonyo,  2009;  Katou and Budhwar, 2007),  to  investigate  the  link
among strategic  human resource management practices and corporate
performance yet few evidences are found regarding impact  of human
resource practices on business success.  This research work will focus on
three  of  the  strategic  human  resource  management  practices  such  as
recruitment  and selection  process,  training  and development  program
and performance appraisal system.

The Problem Statement

Now a day the issue of organizational performance has been the crux of
thorough research work. How well an organization executes its practices
and policies and attains its strategic objective is of supreme concern. The
top  management  of  the  organizations  is  rapidly  realizing  that
competitive  advantage  cannot  only  be  attained  through  physical  and
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social capital of the firm but attracting and retaining human capital is
also required.
Preponderance studies are conducted to explore the impact of strategic
human resource management practices on business productivity. It has
been  highlighted  in  many  studies  that  high-performing  work
organizations give concentration to practicing particular strategic human
resource management practices and merging them to their strategic goals
and objectives. However, very less logical evaluations of the argument
that it is linked to performance is available thus the ambiguity remain as
to its theoretical foundations (Harris & Ogbonna 2001). This problem
can be investigated by answering the research question:

“How  strategic  human  resource  management  practices  impact
organizational performance”. 

Research Questions

On the basis of the above problem statement this research work would
be  conducted  to  resolve  the  issue  by  getting  answer  to  the  below
mentioned questions:
a. Is there any relationship among recruitment and selection process,

as  a  strategic  human  resource  management  practice  and
organizational performance.

b. Is  there  any  relationship  among  training  and  development,  as  a
strategic human resource management practice and organizational
performance?

c. Is  there  any  relationship  among  performance  appraisal,  as  a
strategic human resource management practice and organizational
performance.

d. Is  there  any  relationship  among  strategic  human  resource
management practices and organizational performance?

Objectives

The purpose of the current study is to examine the impact of
strategic  human  resource  management  practices  on
organizational performance, thus following objectives could be
drawn:

a. To evaluate the relationship between recruitment and selection
process, as the strategic human resource management practice,
and organizational performance.
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b. To examine the relationship between training and development,
as  the  strategic  human  resource  management  practice,  and
organizational performance.

c. To investigate the relationship between performance appraisal,
as  the  strategic  human  resource  management  practice,  and
organizational performance.

d. To determine the relationship between strategic human resource
management  practices,  through  the  above  constructs,  and
organizational effectiveness.

Scope of the Study

The research will prove to be beneficent from various dimensions. The
most important one is that it will help in determining the level of the
strategic human resource management practices that should be employed
in the organizations for better productivity. Therefore the major focus of
this study will remained on the strategic human resource management.
Furthermore, its impact on the organizational performance will also be
determined.  This  study  will  reflect  the  contribution  of  recruitment,
training and development and performance appraisal in the development
of strategic human resource management practices and hence the overall
effect on the organizational performance.

Importance and Justifications of the Study

This research is considered important to provide insight into the various
strategic human resource management practices needed to enhance the
effectiveness of  the organization.  In terms of theoretical  significance,
this study adds to the existing body of knowledge regarding practices of
various  strategic  human  resource  management,  in  the  firms  by
addressing the issues such as, investigating the role of various strategic
human  resource  management  practices  linked  with  corporate
performance and to determine the impact of recruitment, training and
development and performance appraisal on business performance.
Preceding  researches  has  proved that  better  strategic  human resource
management  practices  leads  to  high  organizational  profitability.  The
causal  chain investigated in  this study indicates  how strategic  human
resource management practices add to organizational performance.
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Theoretical Framework

Pertinent  to  the  matter  mentioned above,  this  research  work  aims  to
engender a new framework for further research concerning to strategic
human  resource  management  practices-organizational  performance
relationships.

Figure.7.1: Theoretical Framework presenting relationship between
Independent and Dependent variable

Research Hypotheses

According  to  the  above  theoretical  framework  following  hypothesis
could  be  drawn.  These  hypotheses  are  stated  in  their  null  form that
would be tested in this study:

Hypothesis One
Recruitment  and  selection,  as  one  of  the  strategic  human  resource
management  practice,  have  no  significant  relationship  with
organizational performance.

Hypothesis Two
Training  and  development,  as  one  of  the  strategic  human  resource
management  practice, have  no  significant  relationship  with
organizational performance.
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Hypothesis Three
Performance  appraisals,  as  one  of  the  strategic  human  resource
management  practice,  have no  significant  relationship  with
organizational performance.

Hypothesis Four
Strategic  human  resource  management  practices,  on  the  basis  of  its
constructs, have no significant impact on organizational performance.

Review of the Literature

Strategic Human Resource Management

Implication of strategic human resource management practices ensures
the  attainment  of  firm  mission  and  objectives  through  the  talented
human capital. It also  concentrates on many important concerns such as
developing  human  resource  management  practices  in  the  light  of
organizational  strategic  goals,  merging  human  resource  management
with  the  corporate  strategic  planning,  participation  of  workers  in
decision making process and value addition to firm performance though
talented  workforce,  etc.  strategic  human  resource  management  also
refers to planned activity of  deploying right human resource at right
place in order to achieve organizational goals (Wright and McMahan,
1999). For the sake of this study, recruitment and selection, training and
development,  and  performance  appraisal  process  are  taken  as  the
strategic human resource management practices that must be matched to
the long term objectives of the business for better performance.

Recruitment & selection

The process of recruiting workers in the firm comprised of searching,
evaluating,  and  hiring  appropriate  candidate  to  the  job  (Harel  and
Tzafrir,  1999).  Other  research  work  (Terpstra  and  Rozell,  1993),
concluded  a  strong  statistical  linkage  among  the  recruitment  and
selection process and the firm overall performance. Selection of the right
person at right place is the basic aim of better recruitment process and
when done correctly leads to superior firm’s outcomes
(Huselid, 1995; Delany and Huselid, 1996). 
The proper selection criteria assist in placing the right person at right
place  (Pfeiffer,  1994),  as  wrong  selection  may  results  in  poor
performance.  Moreover,  well-structured  selection  criteria  helps  to
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identify  the  talented  workforce  having  desired  level  of  capabilities
required  to  attain  organizational  goals,  hence  positively  influencing
business efficiency (Terpsra and Rozell, 1993).

Training & Development

Training is considered to be an investment by the organization into the
human  assets.  (Knoke  and  kalleberg,  1994).  Firms  can  develop  and
improve  the  quality  of  the  existing  workers  through  training  and
development programs.  A lot of research works in the past shows that
investments in  training and development programs results  in superior
organizational  outcomes.  (Bartel,  1994;  Barak et  al.,  1999;  Knoke  &
Kalleberg,  1994; Russell  et  al,  1985).   Moreover  the  work  of  many
researchers  (Arago´n-Sa´nchez  et  al.,  2003;  Lee  and  Bruvold,  2003;
Harel  and  Tzafrir,  1999)  provide  the  evidences  that  training  and
development  practice  positively  influence  the  organizational
productivity and effectiveness. 
According to  Peteraf  (1993),  firm’s training and development  system
that provides firm specific knowledge, skills, and attitudes, contributes
to  attain  organizational  strategic  aims  as  well  as  gives  competitive
advantage. Many other researchers ( Huselid, 1995; MacDuffie, 1995;
Koch  and McGrath,  1996),  mentioned that  training  and development
practice  is  one  of  the  vital  strategic  human  resource  management
practice that also leads to lower staff turnover rate (Arthur, 1994; Fey et
al., 2000). It is considered as an activity that improves the performance
of  the  individual  on  job  consequently  bettering  the  organizational
productivity.
An  extensive  amount  of  research  work  has  been  conducted  that
examined  the  effect  of  training  and  development  program  on
organizational performance and evidences are found about the positive
relationship between training and development and firm performance.
(Russel et al., 1985; Bartel,1994; Delaney and Huselid, 1996; Koch &
McGrath,  1996;  Kalleberg  and  Moody, 1994).  A lot  of  studies  have
looked  at  the  effect  of  training  on  organizational  performance  and
declared  a  strong  linkage  among  training  and  outcome  of  the  firm
(Bartel, 1994; Delery and Doty, 1996; Becker and Huselid, 1998).

Performance Appraisal

According  to  Shahzad,  Bashir  and  Ramay,(  2008,)  Performance
appraisal is defined as a management tool to enhance the employee’s
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performance and productivity. It is mentioned as a process of developing
an  efficient  work  team  by  monitoring  and  evaluating  the  workers
performance  and  providing  feedback.  This  improved  employee
performance in return increases the organizational performance. Workers
commitment  and  quality  of  work  improves  through  performance
appraisal systems (Brown and Benson, 2003). To monitor the behavior
and attitude of the employees, firm uses performance appraisal system
that  also  provides  relevant  information  regarding  improving  current
recruitment and training practices (Oladipo Jimoh Ayanda, 2010).

Organizational Performance

In order to cope with the rapidly changing market  environment,  firm
continually keeps on trying to improve their performance by making the
proper  use  of  their  human  capital.  To  gain  competitive  advantage
through  the  human  resource  firms  uses  different  performance
measurement techniques, such as human resource scorecards, to verify
how  much  value  is  added  to  the  organizational  performance  by  the
human  resource.  The  feedback  received  from  the  performance
measurements is used to further improve the human resource practices.
The above discussion predicts that workers are the firm’s vital resource
and business performance greatly depends on them.  Hence,  the  well-
structured human resource management practices ensure the best use of
employees  to  increase  firm  performance.  However,  many  studies
resulted that firm performance is positively influenced by the strategic
human resource management practices ( Voorde et al., 2010; Cappelli et
al., 1996; Richardson, 1999). 
Keeping this in view, the current study in hand try to measure the firm
performance  through  non  –  financial  indictor,  that  is  through  the
effectiveness  of  human  resource  practices  applied  by  the  firms  to
achieve its strategic goals.

Methodology

This  study  originated  from  the  need  to  explore  as  to  how  firm
performance  is  being  influenced  by  the  strategic  human  resource
management practices, through recruitment and selection, training and
development  and performance appraisal.  The research focuses  on the
banking sector in Kohat, Pakistan.

Procedure

118



For  the  sake  of  gathering  relevant  information  a  formal  letter  of
permission was sent to the Manager of the bank (attached in annexure),
to get permission for collecting data from their employees, through the
questionnaire. 
It was made sure to the respondents that collected information will only
be used for the academic purpose; also the confidentiality of the data
was ensured. 
The  structured  questionnaire  was  developed  on  account  of  literature
quoted. A pilot-testing of the questionnaire was made by engaging the
small  group  of  people  and  corrections  were  made  on  the  basis  of
suggestion made by them. 

Data Coding

Five  point  likert  scale  ranged  from   (strongly  agree)  to  5  (strongly
disagree) was used for coding the data, throughout the questionnaire.

Strategic Human Resource Management Practices

Strategic human resource management practices were considered as an
independent variable, with the constructs of recruitment and selection,
training and development and performance appraisal system.  
This recruitment and selection as a construct of SHRM was measured
using  six  items,  whereas  training  and  development  and  performance
appraisal  constructs  were  measured  using  four  and  five  items
respectively.  These  items  were  adapted  from  the  questionnaire  by
Raigama (2010), keeping in mind its reliability and validity of the data.

Organizational Performance

Organizational performance was taken as the dependent variable. Five
items were developed by the researcher on the basis of  the literature
cited.

Instrument

The data collected was coded and statistical tools were applied using
SPSS V. 17 and correlation and regression analysis techniques were used
to extract relevant results. 

Result and Discussion
a. Correlation Analysis
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To  know  about  the  relationship  of  the  strategic  human  resource
practices,  through  its  constructs,  and  organizational  performance,  the
Pearson correlation test has been performed. The results supports H1 by
depicting highly positive correlation between recruitment and selection
and  organizational  performance  with  the  coefficient  value  of  r=  .94.
Similarly H2 is  also proved to be true as the result  states the  strong
positive  behavior  of  training  and  development  with  organizational
performance i.e. r=.975. Moreover, H3 is also supported by the findings
of the study, as it show that the performance appraisal also has a strong
positive relation with the organizational performance with the coefficient
value of r=.961. All these results are significant i.e. p<0.05. Hence, the
correlations analysis shows that all three constructs of strategic human
resource  management  practices  are  strongly  positively  related  with
organizational performance, and ultimately it supports the H4 that there
is positive relationship between strategic human resource management
practices and organizational performance.

Correlations

Organizational
Performance

Recruiting
and

Selection

Training &
Development

Performance
Appraisal

Organizational 
Performance

Pearson 
Correlation

1

Sig. (2-
tailed)
N 5

Recruiting and 
Selection

Pearson 
Correlation

.940* 1

Sig. (2-
tailed)

.017

N 5 5

Training & 
Development

Pearson 
Correlation

.975** .986**

Sig. (2-
tailed)

.005 .002

N 5 5

Performance 
Appraisal

Pearson 
Correlation

.961** .965** .988** 1

Sig. (2-
tailed)

.009 .008 .002

N 5 5 5 5
*. Correlation is significant at the 0.05 level (2-
tailed).
**. Correlation is significant at the 0.01 level (2-
tailed).

Table  1:  correlation  results  showing  relationship  between
independent variable
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b. Regression Analysis

The regression testing has been performed to check out  the effect  of
predators on the response variable.
 Organizational Performance = α + β1 Recruiting and Selection + β2
Training and Development +      β3 Performance Appraisal + ε 
The  model  explains  that  the  correlation  between  the  predictors
(Performance  appraisal,  recruiting  and  selection,  training  &
development) and the dependent variable (organizational performance)
is very positive R=.98. The value of R square explains the 97% variance
of the model has been explained by predictors. 

Mode
l

R R Square
Adjusted R

Square
Std. Error of
the Estimate

1 .985a .971 .884 6.27318

Table 2:  Regression analysis showing relationship between 
independent and dependent variables

The  regression  coefficients  of  the  predictors  are  also  significant.  By
increasing  one  unit  increase  in  recruiting  and  selection,  training  and
development  and  performance  appraisal  will  bring  an  increment  of
90.6%, 30% and 43.7%  increase in organization performance. Hence, it
is very clear from the results that all the hypothesis are fully supported
by the results.

Table 2:  Regression analysis showing relationship between 
independent and dependent variables

c. Discussion

The results  of  this  research discovered that  strategic  human resource
management  practices  are  positively  associated  with  better
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Organizational  performance.  Furthermore,  it  is  revealed  that  three
dimensions of strategic human resource management practices that are
focused in this study emerged as the strong predictors of organizational
performance in  the  case  of  banking sector  in  Kohat,  Pakistan.  These
practices are recruitment and selection,  training and development and
performance  appraisal.  Findings  shows that  recruitment  and selection
had the strongest significant effect on organizational performance. When
considering the strategic human resource management practices in the
model,  it  is  indicated  that  97%  of  the  variance  in  organizational
performance is explained by the strategic human resource management
practices.  Hence,  this  study  identifies  that  strategic  human  resource
management  practices  impact  significantly  on  organizational
performance,  through  recruitment  and  selection,  training  and
development and performance appraisal. 
Moreover,  results  depicts  that  recruitment  and  selection  practice  is
positively  related  to  organizational  performance  and  this  evidence  is
supported by many other studies such as Arthur (1994), Delery and Doty
(1996), Huselid (1995), Youndt, et al. (1996), Ichniowski, et al. (1997),
and Pfau and Kay (2002) that highlights the strong relationship between
strategic  human  resource  management  practices  and  organizational
performance. 
Findings  of  the  study  in  hand  also  show that  effective  training  and
development  progrms   is  positively  related  to  higher  organizational
performance.  Statistics  from  the  past  researches  also  mentioned  that
corporates with effective training programs oftenly experience reduced
employee  turnover  rate  than  companies  that  ignores  employees
development (Arthur, 1994; Fey et al., 2000) and also, more investment
in employee training and career development leads to more employee
commitment and retention, hence improving organizational performance
(Harel and Tzafrir, 1999; Lee and Bruvold, 2003; Arago´n-Sa´nchez et
al., 2003). 
Additionally, the result of this study states that provision of efficient and
accurate performance appraisal system is positively related to superior
organizational performance. This finding is associated with the previous
research results of Arthur, (1994); Huselid, (1995); MacDuffie, (1995);
Delery  and  Doty,  (1996),  that  states  due  to  transparent  performance
appraisal system employee’s satisfaction and commitment level raises,
hence are retained for a longer period of time and positively effects the
organizational  productivity.  Therefore  it  could  be  concluded  by  the
above findings and literature review that all the hypothesis of the study
are confirmed.
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Conclusion and Recommendation

Much  previous  research  provides  the  evidence  that  competitive
advantage  could  be  gained  through  firm’s  human  resource  and  cost
associated with the development of human resource is now considered
as investment in human capital. 
The review of the relevant literature highlights the positive influence of
strategic human resource management practices on firm performance.
These  findings  could  help  the  top  management  to  design  the  human
resource practices for the attainment of business success. 
The result  of  the study in hand shows that recruitment and selection,
training  and  development  and  performance  appraisal  are  the  vital
strategic  human resource  practices  that  positively influences  the  firm
performance  in  the  banking  sector,  of  Kohat,  Pakistan.  It  therefore,
implies  that  companies  operating  in  the  this  sector  should  pay  more
attention to these practices with a view to improving their organizational
performance across the industry.

Limitations of the Study

One limitation identified in this study is the use of single data collection
technique,  i.e.  questionnaire.  To ensure  the  reliability  of  data,  future
research may use multiple sources of data collection. This study focused
only  on  the  banking  sector  of  Pakistan,  thus  the  results  couldn’t  be
generalized  to  other  sectors,  but  further  study  could  consider  other
sectors.  One of  the  other  limitations  is  that  strategic  human resource
management  practices  could  be  affected  by  external  environmental
factors (Fombrum  et al.,  1984) such as political,  economic social etc,
thus the results  of  the study may not  be generalized to  the  countries
having different socioeconomic factors.

Future Implication

The purpose of the study was to investigate the relationship between
strategic  human resource practices  and organizational  performance of
banking sector  in  Kohat,  Pakistan.  However, top  management  of  the
banks  can  improve  their  current  HR  practices  by  making  relevant
changes. Moreover, further research could be conducted to investigate
the  influence  of  HR  practices  on  bank  performance.  Additionally,
comparison could  be made  to  examine  the effect  of  strategic  human
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resource management practices  on bank performance between private
and public sector banks in Pakistan.

Managerial Implication

The  findings  of  this  study  brought  vital  implication  for  the  top
management of the firms. The executives could use the model of the
study  to  analyze  their  current  practices  and  come  up  with  ideas  for
betterment  of  the  practices  in  order  to  achieve  superior  results.  This
research work considered only three of the human resource management
practices, while future research could be conducted to examine the effect
of other practices on firm success. 
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APPENDIX A:

QUESTIONNAI RE
STUDY ON “ IMPACT OF STRATEGIC HUMAN RESOURCE

MANAGEMENT PRACTICES 
ON ORGANIZATIONAL PERFORMANCE”

Thi s  s tudy  en t i t l ed  “ Impact of strategic human resource practices
on organizational performance”  i s  conducted  for  t he  academic
purpose  tha t  a ims  to  i nves t i ga t e  the  causa l  r e l a t i onsh ip
be tween  the  o rganiza t iona l  pe r formance ,  t hrough
recru i tment  and  se lec t i on ,  t ra in ing  and  deve lopment  and
pe r fo rmance  appra i sa l .

Your  honorab l e  se l f  i s  reques t ed  to  f i l l  the  a t t ach
ques t ionna i r e  and  be  t he  pa r t  of  th i s  s t udy  by  prov id ing
unb iased  and  va l id  in fo rma t ion .
Thank you for your time. Please feel free to contact if you have any
problem in understanding the questions. 
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APPENDIX B:

QUESTIONNAIRE

It  is  to  ensure  all  the  respondents  that  this  information  will  be  kept
confidential  and  will  not  be  used  for  any  other  reason  except  this
research work.  Your  honest  cooperation in  this  regard will  be  highly
appreciated.

Note: encircle the appropriate choice for the below questions. 

DEMOGRAPHICS

Gender: 
Male 
Female

Age: 
Below 25
25-40 

             Above 40

Qualification:  

Ph.D
Master
Bachelors                       

             Other

Management: 

Higher 
Middle 
Lower

Work Experience  
  

1 to 2 year
3 to 5 year 
6 to 10 year                 
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11 and above

Note: Tick the appropriate choice for the below questions, where 1 =
Strongly  agree,  2  =  Agree  ,  3  =  Neutral,  4  =disagree,  5  =  Strongly
disagree. 

Recruitment and Selection

S.NO
Strongly
Agree

Agree
Neutral

Disagree
Strongly
Disagree

1

In my organization, 
applicants are fully 
informed about the
qualifications required to
perform the job
before being hired

2

In my organization, 
applicants undergo a 
medical test before
being hired

3

In my organization, 
applicants take formal 
written test before being 
hired.

4

In my organization, 
applicants undergo 
structured interviews
(job related questions, 
same questions
asked from all 
applicants) before being 
hired.

5
In my organization, 
vacancies are filled by 
the qualified people.

6

My rganization uses job 
advertisements in 
newspapers, to recruit 
people
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TRINING AND DEVELOPMENT

7

I have training 
opportunities to learn 
and
grow

8
I get training I need to 
do my current job well

9
I get the training from 
the for my
next promotion

10
Available training match
with my job

PERFORMANCE APPRAISL

11
The performance 
appraisal system in my 
organization is fair

12

There is a formal & 
written performance
Appraisal system in my 
organization

13

I am informed that how 
my performance
is evaluated
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14

I receive feed back of 
performance
evaluation results about 
myself

15
PA is done by the 
supervisor

ORGANIZATIONAL PERFORMANCE

16

In my organization, 
human resources are 
employed in a manner 
conducive to the 
attainment of 
organizational goals and 
mission

17

In my organization, 
there is a strategic fit 
between human resource
management practices 
and organizational 
strategic goals.

18
In my organization, 
appropriate candidates 
are hired to the job.

19
My organization invest 
in training and 
development activities.

20

My organization focuses
on developing an 
efficient work team by  
monitoring and 
evaluating the workers 
performance and 
providing feedback.
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