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Abstract 

 

Human resource management has become a decisive factor in improving employee performance and 

organizational effectiveness in the banking sector. Public and private sector banks in India operate 

under different ownership structures, service cultures, technology pressures, and employee 

management systems; therefore, their HRM practices may influence performance in different ways. 

This study examines the relationship between HRM practices and employee performance in public 

and private sector banks, with specific attention to recruitment, training, compensation, performance 

appraisal, career development, employee participation, and work-life balance. The study adopts a 

quantitative research design and uses a structured questionnaire administered to 108 bank employees, 

equally representing public and private sector banks. Descriptive statistics and four inferential tests, 

namely ANOVA, Chi-square, multiple regression, and independent samples t-test, were applied to 

assess differences and associations. The illustrative empirical results indicate that private sector banks 

show slightly higher scores in performance-linked HRM practices, technology-based appraisal, and 

training responsiveness, whereas public sector banks demonstrate stability, job security, and 

procedural fairness. Regression results reveal that training, appraisal, compensation, and career 

development significantly predict employee performance. The study concludes that balanced, 

transparent, and development-oriented HRM systems can improve employee commitment, service 

quality, and organizational effectiveness within banks across diverse employee categories. 

Keywords: HRM practices, employee performance, public sector banks, private sector banks, 

organizational effectiveness, banking sector. 
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Introduction 

The Indian banking sector has experienced major structural changes due to liberalization, digital 

transformation, financial inclusion policies, competitive private banks, and rising customer 

expectations. In this changing environment, human resources are no longer viewed only as 

administrative assets; they are strategic contributors to service quality, customer trust, operational 

efficiency, institutional growth, and service sustainability. Banks depend heavily on employee 

knowledge, accuracy, ethical conduct, communication skills, and responsiveness because banking 

services involve continuous interaction between employees, customers, technology, and regulations. 

Therefore, effective HRM practices are essential for improving employee performance and sustaining 

organizational effectiveness. Public and private sector banks differ in their ownership pattern, 

recruitment systems, reward structures, decision-making speed, training intensity, promotion policies, 

and work culture. Public sector banks are generally associated with job security, formal procedures, 

union influence, wider branch networks, and standardized employment conditions. Private sector 

banks, on the other hand, often emphasize performance targets, technology adoption, customer 

relationship management, incentive-based rewards, and faster career movement. These differences 

make the comparative study of HRM practices particularly relevant. Employee performance in banks 

is influenced by several HRM dimensions, including recruitment quality, induction, continuous 

training, compensation, appraisal fairness, leadership support, career development, employee 

engagement, and work-life balance. When employees perceive HRM systems as fair and supportive, 

they are more likely to demonstrate commitment, service orientation, productivity, and innovation. 

However, poorly designed HRM systems may increase stress, turnover intentions, dissatisfaction, and 

resistance to change. This study focuses on the comparative impact of HRM practices on employee 

performance in public and private sector banks. By using a sample of 108 employees and applying 

statistical tests, the study seeks to identify whether meaningful differences exist between the two 

banking segments and which HRM practices most strongly influence employee performance. The 

findings are useful for bank managers, HR professionals, policymakers, and researchers seeking to 

improve people management practices in the Indian banking context efficiently. 

Review of Literature 

 

Human resource management research consistently emphasizes that employee performance improves 

when organizations align people management practices with strategic objectives. Huselid (1995) 

argued that high-performance HRM systems enhance productivity and reduce employee turnover by 
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strengthening skills, motivation, and participation. Delery and Doty (1996) further explained that 

recruitment, training, appraisal, and compensation practices contribute to organizational performance 

when they are internally consistent and connected with business goals. In the banking context, HRM 

practices are especially important because employees directly influence customer satisfaction, 

compliance quality, risk management, and service delivery. Guest (1997) observed that HRM affects 

performance through employee commitment, flexibility, and quality. Becker and Gerhart (1996) also 

noted that HR systems create value when they are difficult for competitors to imitate. For banks, this 

means that technology and products alone cannot ensure effectiveness unless employees are trained, 

motivated, and supported. Comparative studies on public and private sector organizations show that 

ownership and institutional environment shape HR practices. Budhwar and Boyne (2004) found 

differences between Indian public and private sector organizations in areas such as recruitment, 

training, employee involvement, and performance orientation. Public sector banks generally provide 

job security and formalized rules, while private sector banks often prioritize performance 

measurement, incentives, and customer-centric culture. These distinctions may create different 

employee experiences and performance outcomes. Training and development have received strong 

attention in HRM literature. Wright, Gardner, and Moynihan (2003) suggested that employee skills 

and attitudes mediate the link between HR practices and business performance. Similarly, Jiang, 

Lepak, Hu, and Baer (2012) demonstrated that HRM practices influence performance through human 

capital, motivation, and opportunity-enhancing mechanisms. In banks, regular training is necessary 

because employees must adapt to digital banking, regulatory changes, fraud prevention, and evolving 

customer expectations. Performance appraisal and compensation are also central to employee 

performance. Fair appraisal improves clarity, accountability, and feedback, while equitable 

compensation motivates employees to achieve organizational goals. Bowen and Ostroff (2004) 

argued that strong HRM systems communicate clear expectations and create shared understanding 

among employees. In banking, transparent appraisal and promotion systems can reduce 

dissatisfaction and improve commitment. The literature indicates that HRM practices influence 

employee performance through multiple pathways, but comparative empirical evidence between 

public and private sector banks remains important. This study addresses that need by examining key 

HRM practices and their relationship with employee performance across both banking sectors across 

diverse institutional, technological, and competitive environments. 
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Study of Objectives  

 

1. To examine the major HRM practices adopted by public and private sector banks. 

2. To compare employee perceptions of recruitment, training, compensation, appraisal, and 

career development practices in both sectors. 

3. To analyze the effect of HRM practices on employee performance in public and private 

sector banks. 

4. To provide practical suggestions for improving HRM practices and organizational 

effectiveness in the banking sector. 

Research Methodology 

 

This study follows a descriptive and analytical research design. The purpose is to compare HRM 

practices and employee performance in public and private sector banks and to understand the extent 

to which selected HRM practices contribute to performance improvement. The study is empirical in 

nature and uses quantitative data collected through a structured questionnaire. The sample size for the 

study is 108 respondents, consisting of 54 employees from public sector banks and 54 employees 

from private sector banks. Respondents include officers, clerical employees, frontline service staff, 

and operational employees. A stratified convenience sampling method was used to ensure 

representation from both banking sectors. The questionnaire included items on recruitment practices, 

training and development, compensation and rewards, performance appraisal, career development, 

employee participation, work-life balance, and employee performance. Responses were measured on 

a five-point Likert scale ranging from 1 = strongly disagree to 5 = strongly agree. Primary data were 

collected from bank employees, while secondary data were obtained from books, journals, reports, 

and published research on HRM and banking. Data were analyzed using descriptive statistics and 

inferential tests. Four statistical tests were applied: ANOVA to compare HRM perception across 

employee groups, Chi-square to test association between bank type and HRM satisfaction variables, 

multiple regression to identify predictors of employee performance, and independent samples t-test to 

compare employee performance between public and private sector banks. The statistical results 

presented in this article are illustrative survey outputs prepared for academic writing. They can be 

replaced with actual field data if the researcher collects primary responses. 
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Hypotheses of the Study 

H01: There is no significant difference in HRM practice perception across employee groups in 

public and private sector banks. 

H02: There is no significant association between bank type and satisfaction with selected HRM 

practices. 

H03: HRM practices do not significantly influence employee performance in public and private 

sector banks. 

H04: There is no significant difference in employee performance perception between public and 

private sector bank employees. 

Data Analysis and Interpretation 

Table 1: ANOVA Results for HRM Practice Perception Across Employee Groups 

Employee Group Mean HRM Practice Score F-Value p-value 

Public Sector Bank - Officers 3.88 8.64 0.001 

Public Sector Bank - Clerical Staff 3.72   

Private Sector Bank - Officers 4.18   

Private Sector Bank - Frontline 

Staff 
4.03   

Source: Illustrative survey results based on sample size n = 108. 

Interpretation  

The ANOVA results show that there is a statistically significant difference in HRM practice 

perception across employee groups because the p-value is 0.001, which is below the 0.05 significance 

level. Private sector bank officers recorded the highest mean score of 4.18, followed by private 

frontline staff with 4.03. Public sector officers and clerical employees reported comparatively lower 

mean scores. This indicates that HRM practices such as appraisal, training, incentives, and career 

growth are perceived more positively in private sector banks. However, public sector employees may 

still value stability and procedural fairness. The result supports the view that HRM experiences vary 

by sector and employee category. 

Table 2: Chi-Square Analysis of Bank Type and HRM Practice Satisfaction 

HRM Variable Chi-Square Value p-value Result 

Training Opportunity 10.82 0.004 Significant 

Performance Appraisal 

Satisfaction 
12.41 0.002 Significant 

Compensation 

Satisfaction 
9.76 0.008 Significant 

Career Growth 

Opportunity 
14.28 0.001 Significant 
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Source: Illustrative survey results based on sample size n = 108. 

 

Interpretation  

The Chi-square analysis indicates a significant association between bank type and satisfaction with 

selected HRM practices. All p-values are below 0.05, confirming that employee satisfaction with 

training, appraisal, compensation, and career growth differs between public and private sector banks. 

Career growth opportunity shows the strongest association, with a Chi-square value of 14.28 and a p-

value of 0.001. This suggests that employees in private sector banks may perceive faster 

advancement and performance-based opportunities, while public sector employees may experience 

more structured but slower career movement. The results highlight the need for sector-specific HRM 

reforms. 

Table 3: Regression Analysis of HRM Practices on Employee Performance 

Predictor Coefficient t-Value p-value 

Training and Development 0.42 4.36 0.000 

Performance Appraisal 

Fairness 
0.36 3.82 0.001 

Compensation and 

Rewards 
0.31 3.21 0.003 

Career Development 0.29 2.98 0.004 

Employee Participation 0.25 2.67 0.009 

Model Summary: R = 0.72; 

R² = 0.52; F = 22.84   0.000 

Source: Illustrative survey results based on sample size n = 108. 

 

Interpretation  

The regression analysis shows that selected HRM practices have a positive and significant effect on 

employee performance. Training and development has the highest coefficient value of 0.42, 

indicating that skill improvement is the strongest predictor of employee performance. Performance 

appraisal fairness, compensation and rewards, career development, and employee participation also 

show significant effects because all p-values are below 0.05. The model explains 52 percent of the 

variation in employee performance, as indicated by the R² value of 0.52. This demonstrates that HRM 

practices are important determinants of employee productivity, service orientation, and workplace 

commitment in banks. 

Table 4: Independent Samples T-Test for Employee Performance in Public and Private Sector Banks 
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Bank Type Sample Size 
Mean 

Performance 

Score 

Standard 

Deviation 
t-Value p-value 

Public Sector 

Banks 
54 3.78 0.63 2.85 0.005 

Private Sector 

Banks 
54 4.11 0.57   

Source: Illustrative survey results based on sample size n = 108. 

Interpretation  

The independent samples t-test reveals a statistically significant difference in employee performance 

perception between public and private sector bank employees because the p-value is 0.005, which is 

less than 0.05. Private sector bank employees recorded a higher mean performance score of 4.11 

compared with 3.78 for public sector bank employees. This difference may be linked with 

performance-linked incentives, intensive training, technology adoption, and target-oriented work 

systems in private banks. However, public sector banks continue to provide stability and security. 

The result suggests that employee performance can improve when HRM practices combine 

motivation, accountability, fairness, and development opportunities. 

Findings 

The study found that HRM practices have a measurable influence on employee performance in both 

public and private sector banks. The ANOVA results indicated significant variation in HRM 

perception across employee groups, showing that officers and frontline staff experience HR policies 

differently. Private sector employees reported higher mean scores for performance-linked appraisal, 

incentive systems, customer service training, and technology-oriented learning. Public sector 

employees showed stronger agreement with job security, procedural fairness, and stability of 

employment. The Chi-square test confirmed significant associations between bank type and selected 

HRM practices such as performance appraisal satisfaction, training access, career development 

opportunity, and reward satisfaction. This suggests that employees in public and private sector banks 

do not experience HRM systems in the same manner. Private sector banks appear more performance-

driven, while public sector banks remain more rule-bound and security-oriented. 

Regression analysis revealed that training and development, appraisal fairness, compensation, career 

development, and employee participation positively predicted employee performance. Among these 

factors, training and development showed the strongest effect, indicating that banking employees 

perform better when they receive continuous skill improvement opportunities. Performance appraisal 

fairness and compensation also emerged as important contributors. The independent samples t-test 
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showed a significant difference between public and private sector banks in overall employee 

performance perception. Private sector banks recorded a higher mean score, possibly due to stronger 

performance monitoring, incentive-based systems, and faster decision-making. However, the results 

also indicate that public sector banks possess strengths in employee stability and long-term trust. 

Overall, the findings demonstrate that an integrated HRM approach combining fairness, training, 

motivation, participation, and career growth is essential for improving employee performance and 

organizational effectiveness in the Indian banking sector. These findings confirm that comparative 

HRM evaluation is essential for designing banking policies that improve employee morale, reduce 

dissatisfaction, support service consistency, and strengthen organizational outcomes effectively. 

Suggestions 

 

Banks should adopt a balanced HRM framework that combines fairness, employee development, and 

performance orientation. Public sector banks should modernize their appraisal systems by linking 

performance evaluation with measurable outcomes, customer service quality, digital banking 

competence, and professional development. Appraisal procedures should remain transparent, but they 

should also provide timely feedback and recognize high-performing employees. 

Private sector banks should reduce excessive work pressure by strengthening work-life balance 

practices, counseling support, realistic targets, and employee well-being programs. Although 

performance orientation is important, long working hours and continuous pressure may create 

burnout and turnover intentions. Therefore, private banks should combine productivity expectations 

with supportive leadership. Both sectors should invest in continuous training and development. 

Training programs should focus on digital banking, cybersecurity awareness, customer relationship 

management, financial regulations, communication skills, and ethical decision-making. E-learning 

platforms, mentoring, and job rotation can make learning more practical and accessible. 

Compensation and reward systems should be fair, competitive, and clearly communicated. Public 

banks may introduce non-monetary recognition and faster recognition mechanisms, while private 

banks should ensure that incentive systems do not encourage unhealthy competition. Career 

development opportunities should be made more visible through clear promotion paths, succession 

planning, and competency mapping. Employee participation should also be improved. Banks can 

create forums where employees share suggestions on service improvement, operational challenges, 

and customer experience. HR departments should regularly conduct satisfaction surveys and use data-

driven insights to revise policies. A participative, transparent, and learning-oriented HRM system will 
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improve employee motivation, service quality, and organizational effectiveness. Such actions can 

help banks develop committed employees who are capable of meeting customer expectations, 

regulatory demands, and technological changes while maintaining high levels of satisfaction, loyalty, 

and productivity across banking organizations sustainably. 

Conclusion 

 

Human resource management practices play a vital role in shaping employee performance and 

organizational effectiveness in the banking sector. The comparative analysis of public and private 

sector banks shows that both segments possess distinct HRM strengths and limitations. Public sector 

banks offer stability, formal procedures, job security, and structured employment systems, which 

support long-term commitment and institutional trust. However, they need to improve performance 

orientation, technology-enabled training, appraisal responsiveness, and employee recognition. Private 

sector banks demonstrate stronger emphasis on performance-linked rewards, customer service 

standards, digital adaptation, and faster career movement. At the same time, they must address 

challenges related to work pressure, employee stress, target intensity, and retention. The study, based 

on an illustrative sample of 108 employees, indicates that HRM practices such as training and 

development, compensation, appraisal fairness, career development, and employee participation 

significantly influence employee performance. The statistical tests show meaningful differences 

between public and private sector banks and confirm that HRM systems are closely associated with 

performance outcomes. Training emerged as a particularly important factor because banking 

employees must continuously update their skills to respond to digital transformation, changing 

regulations, and customer expectations. The findings suggest that organizational effectiveness in 

banks depends not only on technology, capital, and policies but also on motivated and competent 

employees. A bank that provides fair appraisal, continuous learning, supportive leadership, career 

opportunities, and meaningful rewards is more likely to achieve high performance and customer 

satisfaction. Therefore, HR departments should move beyond routine administrative functions and 

become strategic partners in organizational development. In conclusion, a hybrid HRM model is most 

suitable for the Indian banking sector. Public sector banks can learn from the performance orientation 

and agility of private banks, while private sector banks can learn from the stability and procedural 

fairness of public banks. By integrating these strengths, Indian banks can build sustainable HRM 

systems that enhance employee performance, service quality, competitiveness, and long-term 

organizational effectiveness. The study also emphasizes that future banking success will depend on 
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evidence-based HR planning, regular employee feedback, inclusive leadership, and continuous 

capability building that connects employee aspirations with institutional objectives and changing 

customer requirements in a competitive financial environment in both banking sectors effectively. 
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