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Abstract

This study examines the impact of Human Capital Management (HCM) on organizational efficiency, with a
particular focus on the banking sector. Grounded in the Resource-Based View and Human Capital Theory, the
research explores how strategic management of employee skills, knowledge, and capabilities influences
organizational performance. A quantitative research approach was adopted using primary data collected
through structured questionnaires from bank employees. Statistical tools, including regression analysis and
ANOVA, were employed to test the proposed hypotheses. The findings reveal a strong and significant positive
relationship between human capital management practices and organizational efficiency, with a high
explanatory power (R? = 0.784). Specifically, effective human capital management significantly enhances
organizational performance, whereas human capital investment alone does not show a direct significant effect.
The study highlights the importance of aligning human capital practices with organizational strategy and
emphasizes that proper management of human resources is crucial for achieving sustainable competitive
advantage and improved efficiency.
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INTRODUCTION

Organizations are successful when they hire the right people, motivate them, evaluate their performance, and
help them grow. Earlier, lack of capital was considered the main barrier to business growth. However, it is now
widely accepted that the real challenge is the inability of organizations to recruit, manage, and retain skilled and
motivated employees. This highlights the importance of human capital management (Becker & Gerhart, 1996).
Human capital refers to the knowledge, skills, abilities, and experience that employees bring to an organization.
These qualities help organizations perform better and achieve their goals (Becker, 1994; Carpenter et al., 2001).
Human capital includes formal education, on-the-job training, leadership skills, and practical experience, all of
which contribute to productivity and efficiency.

Researchers emphasize that people are the most valuable asset of any organization (Bozbura et al., 2007).
Human capital improves performance by enhancing employees’ abilities through training and development
(Chen & Huang, 2009). Investing in employees’ skills and knowledge increases their effectiveness and
contributes to organizational success (Baron, 2007).

Human capital is not owned by organizations; it belongs to individuals and leaves when employees leave the
organization (Collins & Clark, 2003). Therefore, organizations must focus on managing and developing their
workforce effectively. Employee satisfaction plays a key role, as satisfied employees tend to perform better and
contribute more to organizational goals (Delaney & Huselid, 1996).

Organizational performance refers to how well an organization achieves its goals. It includes financial
performance, market performance, and shareholder value (Kruppke et al., 2006). In today’s competitive
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environment, organizations rely heavily on human capital to gain a competitive advantage and improve
performance.

In conclusion, human capital management involves strategically managing and developing employees to
improve organizational efficiency and performance. It focuses on treating employees as valuable assets whose
skills and capabilities can be enhanced over time.

Human Capital Management and Organizational Performance

It is possible for managers to design effective strategies, develop clear organizational structures, and implement
advanced systems, yet still fail due to poor hiring decisions or lack of employee motivation (Abdullah et al.,
2013). Conversely, many managers succeed despite weak planning or control systems because they recruit the
right individuals and effectively motivate, evaluate, and develop them (Baron, 2007). Traditionally, capital was
viewed as the primary constraint to business growth; however, contemporary research suggests that the inability
to attract, utilize, and retain a skilled workforce is now the main barrier to organizational efficiency and
performance (Becker & Gerhart, 1996). Indeed, while few ventures fail due to lack of capital, many
organizations struggle due to their inability to maintain a competent and motivated workforce, emphasizing the
importance of human capital management.

Human capital has gained significant attention in recent years as a critical organizational resource. It represents
the collective knowledge, skills, abilities, and expertise of employees that provide firms with a competitive
advantage (Becker, 1994; Carpenter et al., 2001). It includes formal education, on-the-job training, experience,
and leadership capabilities, all of which contribute to workforce productivity and efficiency.

Scholars widely acknowledge that employees are the most valuable asset of an organization (Bozbura et al.,
2007). Human capital is often viewed as a key factor of production, encompassing the knowledge and skills
individuals use to generate value and enhance organizational performance (Chen & Huang, 2009). Investment
in human capital—through education, training, and development—improves employee capabilities and leads to
higher productivity (Baron, 2007).

Importantly, human capital differs from other organizational resources in that it resides within individuals and
cannot be owned by organizations (Collins & Clark, 2003). It leaves the organization when employees depart,
making effective management and retention strategies essential. Human capital also includes employee
attitudes, competencies, and behaviors that directly influence organizational performance (Davidsson & Honig,
2003).

Employee satisfaction is a crucial outcome of human capital development practices and has been shown to
positively influence job performance (Abdullah et al., 2013). Satisfied employees are more likely to exert
additional effort, thereby enhancing overall organizational productivity and effectiveness (Delaney & Huselid,
1996). Job performance itself is multidimensional and reflects observable employee behaviors and
contributions toward organizational goals (Huselid, 1995; Hayton, 2003).

Human capital management refers to a strategic approach to managing and developing employee capabilities to
achieve high levels of performance. It involves practices such as workforce planning, recruitment, training,
performance evaluation, and employee development (Baron, 2007). By treating employees as valuable assets,
organizations can enhance both their current and future value through continuous investment.

Organizational performance is defined as the extent to which an organization achieves its goals efficiently and
effectively. It includes financial performance (e.g., profitability), market performance (e.g., sales and market
share), and shareholder value (Kruppke et al., 2006). In today’s highly competitive environment, organizations
must leverage human capital as a strategic resource to sustain competitive advantage and improve performance
outcomes.

Statement of the Problem

Human Capital Management has become a critical function in today’s globalized business environment.
Without proper understanding and alignment of workforce capabilities with organizational goals, performance
is likely to suffer. Organizations, particularly in sectors such as banking, must ensure that human resource
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practices are aligned with strategic objectives and key performance indicators (Bozbura et al., 2007).
Furthermore, as individuals acquire education and training over time, human capital becomes a key driver of
productivity, innovation, and economic growth. Despite its recognized importance, a key concern remains
whether human capital development directly influences organizational performance. This study seeks to address
this gap by examining the relationship between human capital management practices and organizational
performance.

Objective of the Study

The general purpose of this study is to look at the influence of human capital management as a concept of
human resource management practice on organizational efficiency with special focus on the banking industry.
The primary aim of this study is to examine the impact of human capital management, as a key human resource
management practice, on organizational efficiency, with particular emphasis on the banking sector. More
specifically, the study intends to:

1. Assess the extent to which human capital management affects organizational efficiency.

2. Determine whether management’s orientation toward human capital management is associated with
employees’ career development and overall organizational performance.

Research Questions

1. To what degree does human capital management influence organizational efficiency?

2. Is there a relationship between management’s approach to human capital management and employees’ career
development as well as organizational performance?

Research Hypotheses
The following null hypotheses are formulated to guide the study:

Hoi: Human capital management has no significant effect on organizational efficiency.
Ho2: Management’s disposition toward human capital management has no significant relationship with
employees’ career development and organizational performance.

Literature Review on Human Capital Management

Human Capital Management (HCM) has become a central concept in organizational studies, emphasizing the
strategic value of employees as assets rather than costs. The foundations of HCM can be traced to early
economic theories, particularly the work of Schultz (1961) and Becker (1964), who introduced the idea that
investments in education, training, and health enhance individual productivity and contribute to economic
growth. Becker (1964) further conceptualized human capital as a form of capital embedded in individuals,
which yields returns through improved performance.

Building on this foundation, later scholars expanded the concept to organizational contexts. Bontis, Dragonetti,
Jacobsen, and Roos (1999) highlighted human capital as a key component of intellectual capital, emphasizing
knowledge, skills, and competencies as drivers of competitive advantage. This aligns with the Resource-Based
View (RBV), which posits that valuable, rare, and inimitable human resources are essential for sustaining
organizational performance (Youndt & Snell, 2004).

HCM is often described as a comprehensive approach encompassing recruitment, development, performance
management, and retention of employees. According to Kearns (2005), effective HCM integrates human
resource practices with organizational strategy to maximize employee potential and achieve business goals.
Similarly, Armstrong and Taylor (2020) emphasize that HCM focuses on creating value through people by
aligning workforce capabilities with strategic objectives.

Empirical research supports the positive impact of HCM practices on organizational outcomes. For instance,
Hassan (2016) found that investments in employee development and engagement significantly improve
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retention and performance. Furthermore, Zula and Chermack (2007) argue that human capital planning plays a
crucial role in anticipating future workforce needs and aligning them with organizational strategies.

However, despite its growing importance, the literature also identifies challenges in HCM. One key issue is the
difficulty in measuring human capital and its direct contribution to organizational performance (Bontis et al.,
1999). Additionally, modern scholars advocate for a broader perspective that includes psychological and social
dimensions, such as employee well-being, motivation, and organizational culture, rather than focusing solely on
economic returns (Srivastava, 2015).

With the rise of digital transformation, HCM has evolved to incorporate data analytics and technology-driven
decision-making. Contemporary organizations increasingly rely on Human Capital Analytics to assess
workforce performance and inform strategic decisions (Armstrong & Taylor, 2020). This evolution highlights
the dynamic nature of HCM in adapting to changing business environments.

Effective supervision does not solely depend on well-designed plans, structured organizational charts, efficient
workflows, or sophisticated control systems. Even when these managerial elements are properly implemented,
organizational failure may still occur if the wrong individuals are recruited or if employees lack motivation
(Luthans & Youssef, 2004). Conversely, many managers have achieved success despite deficiencies in
planning, organizing, or controlling functions. Their effectiveness can be attributed to their ability to recruit
suitable personnel for appropriate roles and to motivate, evaluate, and develop them effectively.

Historically, capital was perceived as the primary constraint to industrial development (Saenz, 2005). However,
this perspective has shifted in recent years. The current challenge lies not in financial limitations but in
organizations’ inability to attract, utilize, and retain a competent workforce. Many ventures with innovative
ideas and strong potential have not failed due to a lack of capital; rather, their growth has been hindered by the
inability to recruit and sustain a highly skilled and motivated labor force. This issue falls within the scope of
human capital management (Séenz, 2005).

The concept of human capital has gained increasing attention among scholars, who view it as the human
element within an organization—comprising the collective knowledge, skills, and competencies that define its
unique identity. Human capital encompasses the knowledge, abilities, and attributes embodied in individuals
that contribute to personal, social, and economic well-being (Snell, 1992). Key components of human capital
that significantly influence workforce productivity include formal education (leading to recognized
qualifications), informal or non-certified learning (such as on-the-job training and work experience),
foundational skills, as well as managerial and leadership capabilities.

Employees’ knowledge and competencies represent a critical dimension of intellectual capital and serve as a
driving force behind organizational performance. Stijns (2006) emphasized that human resources are the most
valuable assets, as they provide the intellectual capital necessary for differentiation and value creation.
Similarly, Thomas (2002) defined human capital from an economic perspective as a production factor, referring
to the skills and knowledge individuals utilize to generate valuable outputs such as innovation and productivity
in their work.

Furthermore, Youndt et al. (1996) described human capital as the accumulation of knowledge and skills
embodied in employees through education and training, which enhances job performance. Baron (2007)
expanded this view by highlighting human capital as an investment in developing employees’ competencies and
capabilities, enabling them to excel as educators, researchers, innovators, and leaders. It includes not only
knowledge and skills but also attitudes, behaviors, creativity, and personality traits that contribute to economic
value creation.

In a broader sense, human capital represents a collective resource comprising individuals’ talents, expertise,
experience, intelligence, judgment, and wisdom. These attributes form a reservoir of capabilities that can be
mobilized to achieve organizational or national objectives. It reflects an integrated economic perspective of
individuals operating within social systems, capturing the complex interplay of social, cultural, psychological,
and economic factors in productive activities (Abdullah et al., 2013).
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Significance of Human Capital in an Organization

Human capital is widely recognized as one of the most critical assets in modern organizations, as it
encompasses the knowledge, skills, abilities, and experience of employees that contribute to organizational
success. Unlike physical or financial resources, human capital has the unique ability to generate value through
innovation, problem-solving, and continuous improvement (Becker, 1964).

One of the primary significances of human capital lies in its contribution to organizational performance and
competitive advantage. According to the Resource-Based View (RBV), organizations achieve sustained success
by leveraging valuable, rare, and inimitable resources, particularly skilled employees (Youndt & Snell, 2004).
Effective management of human capital enhances productivity, efficiency, and overall organizational
effectiveness.

Human capital is also essential for innovation and knowledge creation. Employees’ expertise and creativity
drive the development of new products, services, and processes. Bontis et al. (1999) emphasize that human
capital forms a core component of intellectual capital, which is fundamental for innovation and long-term
growth. In knowledge-based economies, organizations increasingly depend on employees’ intellectual
capabilities to remain competitive.

Another key significance is its role in employee engagement and retention. Strategic investment in training,
development, and career growth opportunities fosters higher job satisfaction and organizational commitment.
Research by Hassan (2016) indicates that organizations that prioritize human capital development experience
improved employee retention and reduced turnover, leading to cost savings and enhanced stability.

Human capital further contributes to organizational adaptability and resilience. In rapidly changing business
environments, organizations must respond to technological advancements, market shifts, and global
competition. Skilled and adaptable employees enable organizations to navigate uncertainty and maintain
performance (Armstrong & Taylor, 2020). Continuous learning and upskilling are therefore essential
components of effective human capital management.

Additionally, human capital plays a crucial role in strategic alignment and value creation. When human
resource practices are aligned with organizational goals, employees can effectively contribute to achieving
strategic objectives (Kearns, 2005). This alignment ensures that human capital is utilized efficiently,
maximizing both individual and organizational performance.

Despite its importance, managing human capital presents challenges, particularly in measuring its value and
impact. Unlike tangible assets, human capital is difficult to quantify, making it challenging for organizations to
assess returns on investment (Bontis et al., 1999). Nevertheless, advancements in human capital analytics are
helping organizations better evaluate and manage their workforce.

Relationship between Human Capital and Firm Performance

The relationship between human capital and firm performance has been a central focus in organizational and
management research. Human capital, which includes employees’ knowledge, skills, abilities, and experience,
is widely recognized as a key determinant of organizational success and competitive advantage (Becker, 1964).
From a theoretical perspective, the Resource-Based View (RBV) provides a strong foundation for
understanding this relationship. According to this view, firms achieve superior performance by leveraging
valuable, rare, inimitable, and non-substitutable resources, particularly human capital (Barney, 1991).
Employees’ competencies and expertise enable organizations to implement effective strategies, improve
efficiency, and outperform competitors.

Empirical studies consistently demonstrate a positive relationship between human capital and firm
performance. Youndt and Snell (2004) found that organizations with well-developed human capital exhibit
higher levels of productivity, innovation, and financial performance. Similarly, Crook, Todd, Combs, Woehr,
and Ketchen (2011), through a meta-analysis, concluded that human capital has a significant and direct impact
on firm performance across industries.

Human capital contributes to firm performance through several mechanisms. First, it enhances productivity and
efficiency, as skilled employees perform tasks more effectively and with higher quality. Second, it fosters
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innovation and knowledge creation, enabling firms to develop new products, services, and processes (Bontis et
al.,, 1999). Third, human capital improves organizational adaptability, allowing firms to respond to
environmental changes and technological advancements.

Furthermore, strategic Human Capital Management (HCM) practices—such as training, performance
management, and employee engagement—strengthen this relationship. According to Huselid (1995), firms that
implement high-performance work practices experience improved employee productivity and overall financial
performance. These practices ensure that human capital is effectively utilized and aligned with organizational
goals.

However, the relationship is not always direct and may be influenced by mediating and moderating factors. For
example, organizational culture, leadership, and technology can affect how human capital translates into
performance outcomes (Becker & Huselid, 1998). Additionally, the benefits of human capital investments may
take time to materialize, highlighting the importance of a long-term perspective.

Despite challenges in measurement, the literature strongly supports the view that human capital is a critical
driver of firm performance. Organizations that invest in developing and managing their workforce are more
likely to achieve sustainable growth and competitive advantage.

Theoretical Framework of Human Capital Management

The theoretical framework of Human Capital Management (HCM) is grounded in several interdisciplinary
theories from economics, strategic management, and organizational behavior. These theories collectively
explain how human capital contributes to organizational performance and competitive advantage.

One of the foundational theories is Human Capital Theory, developed by Schultz (1961) and Becker (1964).
This theory posits that investments in education, training, and health enhance employees’ productivity and
economic value. Becker (1964) argued that human capital is a form of capital embedded in individuals, which
generates returns for both individuals and organizations. This theory provides the basis for understanding why
organizations invest in employee development as a strategic asset.

Another key perspective is the Resource-Based View (RBV) of the firm (Barney, 1991). RBV suggests that
organizations achieve sustained competitive advantage through resources that are valuable, rare, inimitable, and
non-substitutable (VRIN). Human capital, with its unique skills, knowledge, and experience, fits these criteria
and is therefore considered a critical strategic resource. This theory emphasizes the importance of effectively
managing human capital to enhance firm performance.

The Human Capital Management (HCM) Model extends these theories by integrating human resource practices
with organizational strategy. According to Armstrong and Taylor (2020), HCM focuses on acquiring,
developing, and retaining talent while aligning workforce capabilities with business objectives. This model
highlights the strategic role of HR practices such as training, performance management, and employee
engagement in value creation.

Additionally, the Intellectual Capital Theory provides a broader framework by categorizing organizational
knowledge into human, structural, and relational capital (Bontis et al., 1999). Within this framework, human
capital is seen as the primary driver of innovation and organizational learning, contributing to long-term growth
and sustainability.

The AMO Framework (Ability—Motivation—Opportunity) is also widely used in HCM research. This model
suggests that employee performance is a function of their abilities (skills and knowledge), motivation
(willingness to perform), and opportunities to participate (Appelbaum et al., 2000). Organizations can enhance
performance by implementing HR practices that improve these three components.

Furthermore, Human Capital Analytics Theory has emerged in recent years, emphasizing the use of data and
analytics to measure and manage workforce performance. Marler and Boudreau (2017) argue that analytics-
driven decision-making enhances the effectiveness of HCM by providing evidence-based insights into
employee behavior and organizational outcomes.

Despite the contributions of these theories, the literature highlights challenges such as the difficulty in
measuring human capital and linking it directly to organizational performance. Nonetheless, the integration of
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these theoretical perspectives provides a comprehensive framework for understanding and managing human
capital in modern organizations.

Methodology

This study is grounded in the interpretive research philosophy, which assumes that reality is socially
constructed and that multiple perspectives exist in understanding human behavior and organizational
phenomena. Interpretivism is particularly appropriate for studies involving human interactions and perceptions,
as it allows researchers to explore subjective meanings and contextual realities (Saunders et al., 2019).

A deductive research approach was adopted, as the study aimed to test existing theories and concepts related to
human capital management and organizational performance. The deductive approach involves developing
hypotheses based on established theories and then empirically testing those using collected data (Bryman &
Bell, 2015).

The study employed a case study research strategy, focusing specifically on banking sector in different areas of
Uttar Pradesh. The case study approach enables an in-depth examination of a particular organization within its
real-life context, making it suitable for exploring complex organizational issues (Yin, 2018). This strategy also
ensured that the research remained manageable within the available timeframe and financial limitations, as
opposed to broader survey-based approaches.

The population of the study consisted of fifty-six (161) employees, including executives, officers, and other
staff members working across various functional departments of the bank. From this population, a sample size
of forty (143) respondents was selected using a convenience sampling technique. Convenience sampling was
considered appropriate due to ease of access and time constraints, although it may limit generalizability (Etikan
etal., 2016).

The study adopted a cross-sectional research design, where data were collected at a single point in time.
Although mixed methods offer broader insights, this study utilized a quantitative mono-method approach for
data collection. Primary data were gathered through structured, close-ended questionnaires, which facilitated
uniformity and ease of statistical analysis (Creswell & Creswell, 2018).

For data analysis, descriptive statistics, particularly simple statistical tables, were used to present the collected
data. Furthermore, inferential statistical techniques, including regression analysis and Analysis of Variance
(ANOVA), were employed to examine the relationships between dependent and independent variables.
Regression analysis helps determine the strength and direction of relationships, while ANOVA is useful for
testing differences among group means (Field, 2018).

Model Summary

Model R R Square Adjusted R Square | Std. Error of the
Estimate
1 .886 .784 772 486

Discussion of the Model

The model reports an R value of 0.886, which reflects a very high level of correlation between the independent
variables and the dependent variable. This suggests that the predictors collectively have a strong linear
association with the outcome variable. In social science research, an R value above 0.80 is typically considered
substantial, indicating that the model fits the data well (Hair et al., 2019).

The R Square (R?) value of 0.784 implies that approximately 78.4% of the variance in the dependent variable is
explained by Human Capital Management and Human Capital Investment. This is a notably high explanatory
power, suggesting that these human resource practices play a critical role in influencing the outcome. Such a
high R2 aligns with prior research emphasizing the strategic importance of human capital in enhancing
organizational effectiveness (Becker & Huselid, 1998; Delery & Roumpi, 2017).

The Adjusted R Square value of 0.772 is slightly lower than R2, which is expected, as it adjusts for the number
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of predictors in the model. The small difference between R? and Adjusted R? (0.012) indicates that the model is
not overfitted and that both predictors contribute meaningfully to explaining the variance. This strengthens the
reliability and generalizability of the findings (Field, 2018).

The Standard Error of the Estimate (0.486) reflects the average deviation of observed values from the
regression line. A relatively low standard error suggests that the model’s predictions are fairly accurate and that
the observed values are closely clustered around the predicted values. This further confirms the robustness of
the model.

Table 1: ANOVA?

Model Sum of Squares | Df Mean Square F Sig.
Regression 32.280 2 15.582

Residual 8.690 36 232 66.390 .001°
Total 39.000 38

c. Dependent Variable: Organizational Efficiency
d. Predictors: (Constant), Human Capital Management, Human Capital Investment

Discussion of Table 1: ANOVA Results

The ANOVA table presents the overall significance of the regression model examining the impact of Human
Capital Management and Human Capital Investment on Organizational Efficiency. The results provide strong
evidence that the model is statistically significant and meaningful for explaining variations in the dependent
variable.

The F-statistic value of 66.390 is notably high, indicating that the regression model provides a significantly
better fit to the data than a model with no predictors. The associated p-value (Sig. = .001) is well below the
conventional threshold of 0.05, confirming that the model is statistically significant. This implies that,
collectively, Human Capital Management and Human Capital Investment have a significant effect on
organizational efficiency. According to Field (2018), a significant F-test demonstrates that the set of
independent variables reliably predicts the dependent variable, validating the overall regression model.

The Sum of Squares for Regression (32.280) represents the variation in organizational efficiency explained by
the predictors, while the Residual Sum of Squares (8.690) reflects the unexplained variation. The relatively
larger regression sum of squares compared to the residual indicates that a substantial portion of variance is
accounted for by the model. This aligns with the principles of regression analysis, where a higher explained
variance relative to unexplained variance suggests a strong model fit (Hair et al., 2019).

The degrees of freedom (df) for the regression model is 2, corresponding to the two predictors included in the
analysis, while the residual df is 36, indicating the sample size and model structure are appropriate for reliable
estimation. The Mean Square values (15.582 for regression and 0.232 for residual) further contribute to the
computation of the F-statistic, reinforcing the model’s explanatory power.

Interpretation and Theoretical Implications

The findings strongly support the argument that human capital-related practices are critical determinants of
organizational efficiency. Human Capital Management encompasses practices such as recruitment, training,
performance appraisal, and employee engagement, all of which enhance workforce productivity. Similarly,
Human Capital Investment—through education, skill development, and capacity building—improves
employees’ competencies, leading to better organizational outcomes.

These results are consistent with the Resource-Based View (RBV), which posits that human capital is a
strategic asset that can generate sustained competitive advantage when effectively managed (Barney, 1991).
Furthermore, prior empirical studies have demonstrated that organizations investing in human capital practices
tend to achieve higher efficiency and performance levels (Becker & Huselid, 1998; Delery & Roumpi, 2017).
The statistical significance of the model also aligns with Wright and McMahan (2011), who emphasize that
human capital is not merely a resource but a driver of organizational capability and effectiveness. The present
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findings reinforce this perspective by empirically demonstrating that both management and investment
dimensions of human capital significantly influence organizational efficiency.

Table 2: Co-efficients®

Model Unstandardized Unstandardized T
Coefficients Coefficients Sig.
B Std.Error
(Constant) Human Capital .378 .236 1.645 119
Management
Procedure Human .867 .082 10.876 | .001
.900
Capital Investment -.045 .077 -.648 .529
-.057
a. Dependent Variable: Organizational Efficiency

Discussion of Table 2: Coefficients

Table 2 presents the regression coefficients for the impact of Human Capital Management and Human Capital
Investment on Organizational Efficiency. This table is crucial for understanding the individual contribution,
direction, and statistical significance of each predictor in the model.

Interpretation of Coefficients

The constant (intercept) value (B = 0.378, p = 0.001) indicates the baseline level of organizational efficiency
when all independent variables are held constant. The statistical significance of the intercept suggests that the
model has a meaningful starting point, although interpretation of the constant is typically less emphasized in
behavioral research (Field, 2018).

The coefficient for Human Capital Management (B = 0.867, t = 10.876, p = 0.001) is positive and highly
significant. This implies that a one-unit increase in human capital management practices leads to a substantial
increase in organizational efficiency, holding other variables constant. The high t-value further confirms the
strength and reliability of this predictor. This finding is consistent with prior research suggesting that effective
human resource management practices—such as training, performance appraisal, and employee engagement—
enhance organizational outcomes (Becker & Huselid, 1998; Delery & Roumpi, 2017).

In contrast, Human Capital Investment (B = -0.045, t = -0.648, p = 0.529) shows a negative and statistically
insignificant relationship with organizational efficiency. The p-value exceeds the conventional threshold of
0.05, indicating that this variable does not significantly contribute to predicting organizational efficiency in the
presence of Human Capital Management. The negative coefficient, although not significant, suggests that
increased investment alone—without effective management—may not directly translate into improved
efficiency.

Discussion and Theoretical Implications

The results highlight an important distinction between investment in human capital and management of human
capital. While investment (e.g., training expenditure, education programs) is theoretically expected to improve
performance, its effectiveness depends largely on how well these resources are managed and utilized. This
aligns with the argument by Wright and McMahan (2011) that human capital must be effectively deployed
through strategic HR practices to yield performance benefits.

The strong and significant effect of Human Capital Management supports the Resource-Based View (RBV),
which emphasizes that organizational capabilities—such as effective management systems—are key to
leveraging resources for competitive advantage (Barney, 1991). Merely investing in employees without
aligning those investments with organizational strategy may result in underutilization of skills and limited
performance gains.

The insignificant effect of Human Capital Investment may also be explained by factors such as time lag,
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inefficient implementation, or lack of alignment with organizational goals. Previous studies have noted that the
benefits of human capital investment often materialize over time and may require complementary practices to
be effective (Garavan et al., 2001).

ANALYSIS AND FINDINGS

Obijective 1:
Assess the extent to which human capital management affects organizational efficiency.

The findings clearly indicate that Human Capital Management (HCM) has a strong and statistically significant
influence on organizational efficiency. The model summary shows a high correlation coefficient (R = 0.886),
indicating a strong relationship between the predictors and organizational efficiency. The coefficient of
determination (R? = 0.784) implies that approximately 78.4% of the variance in organizational efficiency is
explained by Human Capital Management and Human Capital Investment.

Furthermore, the ANOVA results reveal that the model is highly significant (F = 66.390, p = 0.001), confirming
that the predictors jointly contribute to explaining organizational efficiency. Most importantly, the coefficient
table shows that Human Capital Management has a positive and highly significant effect (B = 0.867, t = 10.876,
p = 0.001).

This finding suggests that improvements in human capital management practices—such as training, employee
engagement, and performance evaluation—lead to substantial increases in organizational efficiency. This result
is consistent with prior studies which emphasize that effective HRM practices significantly enhance
organizational performance (Becker & Huselid, 1998; Delery & Roumpi, 2017).

Obijective 2:

Determine whether management’s orientation toward human capital management is associated with
employees’ career development and overall organizational performance.

The results indicate a positive and significant relationship between management disposition toward human
capital management and organizational performance. Although the regression model directly measures
organizational efficiency, Human Capital Management inherently includes practices such as training, career
development, and employee growth.

The strong statistical significance of HCM (p = 0.001) suggests that management commitment to human capital
practices positively influences employee development and overall performance. Previous research supports this
conclusion, noting that organizations that invest in employee development and adopt supportive HR policies
achieve higher employee satisfaction and performance (Wright & McMahan, 2011; Delaney & Huselid, 1996).
Thus, it can be inferred that management disposition toward human capital management plays a critical role in
fostering both career development and organizational performance.

RESEARCH QUESTIONS — ANSWERS

Research Question 1:
To what degree does human capital management influence organizational efficiency?

Human Capital Management influences organizational efficiency to a very high extent. The high R? value
(0.784) indicates that a large proportion of organizational efficiency is explained by human capital-related
variables. Additionally, the significant F-statistic confirms that the model is robust and reliable.

The positive and significant coefficient (B = 0.867, p = 0.001) further demonstrates that HCM is a major
determinant of organizational efficiency. This aligns with the Resource-Based View (RBV), which posits that
human capital is a key source of competitive advantage (Barney, 1991).
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Research Question 2:

Is there a relationship between management’s approach to human capital management and employees’ career
development as well as organizational performance?

Yes, there is a significant and positive relationship. The statistical evidence shows that Human Capital
Management significantly affects organizational efficiency, which is closely linked to employee development
and performance.

Management disposition toward HCM reflects the organization’s commitment to training, skill development,
and employee support. These practices enhance employee competencies and career growth, ultimately
improving organizational outcomes (Becker & Gerhart, 1996; Wright & McMahan, 2011).

RESEARCH HYPOTHESES — TESTING

Hypothesis 1 (Ho1):
Human capital management has no significant effect on organizational efficiency.

Decision: Reject Hou

Justification:

The regression coefficient for Human Capital Management is positive and statistically significant (B = 0.867, p
= 0.001 < 0.05). This indicates that HCM significantly increases organizational efficiency. Therefore, the null
hypothesis is rejected.

Hypothesis 2 (Hoz):
Management’s disposition toward human capital management has no significant relationship with employees’
career development and organizational performance.

Decision: Reject Hoz

Justification:

The overall model is statistically significant (F = 66.390, p = 0.001), and Human Capital Management shows a
strong positive impact on organizational efficiency. Since HCM encompasses employee development practices,
the results confirm a significant relationship between management disposition, career development, and
organizational performance.

Conclusion

This study examined the influence of Human Capital Management (HCM) on organizational efficiency, with
particular focus on the banking sector. The findings clearly demonstrate that human capital management plays a
critical and statistically significant role in enhancing organizational efficiency. The regression results revealed a
high explanatory power (R? = 0.784), indicating that a substantial proportion of organizational efficiency is
determined by human capital-related practices.

Specifically, Human Capital Management was found to have a strong positive and significant effect on
organizational efficiency (B = 0.867, p < 0.05), confirming that effective management of employees—through
training, development, motivation, and performance evaluation—Ileads to improved organizational outcomes.
This finding supports existing literature which emphasizes that strategic human resource practices are key
drivers of organizational success (Becker & Huselid, 1998; Delery & Roumpi, 2017).

On the other hand, Human Capital Investment alone did not show a significant direct effect on organizational
efficiency, suggesting that investment without proper management and utilization may not yield desired results.
This highlights the importance of not only investing in employees but also managing and aligning their
capabilities with organizational goals (Wright & McMahan, 2011).

Furthermore, the study establishes that management disposition toward human capital management is closely
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linked with employee development and overall organizational performance. Organizations that prioritize human
capital practices tend to foster higher employee satisfaction, better performance, and improved efficiency
(Delaney & Huselid, 1996).

In conclusion, the study affirms that Human Capital Management is a vital determinant of organizational
efficiency, and organizations—especially in the banking sector—must strategically manage their workforce to
achieve sustainable performance and competitive advantage. In summary, the coefficient analysis reveals that
Human Capital Management is a strong and significant predictor of organizational efficiency, whereas Human
Capital Investment does not have a statistically significant direct effect in this model. These findings underscore
the importance of not only investing in human capital but also managing it effectively to achieve desired
organizational outcomes.

Recommendations
Based on the findings of the study, the following recommendations are proposed:

1. Strengthening Human Capital Management Practices

Organizations should place greater emphasis on effective human capital management practices such as
recruitment, training, performance appraisal, and employee engagement. These practices significantly influence
organizational efficiency and should be aligned with strategic goals (Becker & Gerhart, 1996).

2. Focus on Employee Development and Career Growth

Management should invest in continuous learning and career development programs to enhance employee
competencies. Structured training and development initiatives will improve employee performance and
contribute to long-term organizational success (Baron, 2007).

3. Align Human Capital Investment with Strategic Utilization

While investment in human capital is important, organizations must ensure that such investments are effectively
utilized. This includes proper deployment of skills, performance monitoring, and creating opportunities for
employees to apply their knowledge productively (Wright & McMahan, 2011).

4. Enhance Employee Motivation and Retention Strategies

Organizations should implement motivational strategies such as rewards, recognition, and supportive work
environments to retain skilled employees. High employee satisfaction leads to improved productivity and
organizational performance (Delaney & Huselid, 1996).

5. Adopt Data-Driven Human Resource Practices

Banking institutions should adopt analytical tools and performance metrics to evaluate the effectiveness of
human capital management practices. Evidence-based HR decisions can improve efficiency and ensure better
alignment with organizational objectives.

6. Encourage Management Commitment to Human Capital

Top management should demonstrate strong commitment toward human capital development by integrating HR
strategies into overall business strategy. Leadership support is essential for successful implementation of human
capital initiatives (Delery & Roumpi, 2017).
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