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Abstract

The present study attempts to identify the important dimensions of HR challenges in Indian
commercial banks. The study follows the post-positivism worldview, and it is typically seen as an
approach to quantitative research based on self-structured questionnaire with 360 respondents
(participations) of public and private sector banks in Varanasi Zone in 2:1 ratio of public and
private and 1:2 ratio of managerial and non-managerial cadre of employees .respectively. The
sampling unit consists of employees working in 52 branches of public sector banks and 20
branches of private banks in Varanasi Zone. The questionnaire consists of 10 dimensions of HR
challenges incorporated several statements under each dimension. However, on using Exploratory
Factor Analysis (EFA), out of 59 extracted variables, 50 variables were retained and labeled
under 11 different groups or factors and discarded 9 variables. The reliability and inner consistency
of these eleven factors was very high i.e., 0.948. This research study concludes that Indian
commercial banks are afflicted with four major HR challenges namely, Career Growth &
Opportunities, Salary & rewards, HR process and Employee welfare resulting in slow pace of the
performance of banking sector. Moreover, Quality of Work- Life (QWL), Performance
Management, Training & Development, Employee Retention, HR Integration, HR maintenance
and Acquisition are the opportunities through which Indian commercial banks can lead further
and sustain in the global environment.
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Motivation of the Study

In the context of a developing economy like India, where the need for formation of capital
is pressing, where developments in the field of industrial and bank management are dynamic, and
where financial crises accompanying pangs of economic growth are frequent, the challenges posed
by HRM are great importance; and, as a sequel, exploring the possibilities of the application of
HRM becomes a very relevant field of enquiry and research. According to Lawler (2005), society
has entered a new era in the relationship between organizations and their employees. In this new
era, people are the primary source for a company’s competitive advantage and organizational
prosperity and survival depends on how employees are treated. In the words of Senyucel (2009),
HRM as a combination of people-centered management practices that recognizes employees as
assets and geared to creating and maintaining skilful and committed workforce for achieving
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organizational goals. From these definitions, it is clear that efficient HRM practices are inevitable
factor in determining the growth and prospects of any organization. Human resource is the most
precious asset and delicate factor of production.. In this global competitive world, it is necessary
to retain skilled workers in the organization by efficient HRM practices. The overall performance
of any organization depends upon the extent to which human resource is effectively utilized.

1. Research Review

The development of human resources has a great importance for the future of the
organization. Al-Aamri (2010) argued that business all over the world today is very challenging.
Internal and external operating environmental factors continue to challenge corporate performance
and revenue growth. Tessema & Soeters (2006) have studied eight HR practices and their
relationship with perceived employee performance. These eight practices include recruitment and
selection practices, placement practices, training practices, compensation practices, employee
performance evaluation practices, promotion practices, grievance procedure and pension or social
security. Henson (2003) stated that widespread market volatility, coupled with layoffs, talent
shortages and rapid shifts in technology, points to heightened challenges for human resources (HR)
organizations. Further, concluded that becoming and remaining an employer of choice is the top-
ranking HR-related challenge organizations face today. Babu & Eimani (2014) in their study
identified the major HR challenges that are based on the various sub-functions of HR such as
workforce demographics and diversity; recruitment; employee engagement and talent retention;
employee motivation; globalization of business; economic and technological changes; managing
change; developing leadership; conflict management; and fostering excellence.

2. Obijective and Hypothesis

This study intends with the sole objective to identify the important dimensions of HR
challenges in Indian commercial banks. Accordingly, a hypothesis has been formulated i.e. all the
dimensions of HR challenges are significant in Indian Commercial Banks.

3. Research Methods
3.1. Survey Procedure and Samples

The study follows the post-positivism worldview, and it is typically seen as an approach to
quantitative research based on self-structured questionnaire with 360 respondents (participations)
of public and private sector banks in VVaranasi Zone in 2:1 ratio of public and private and 1:2 ratio
of managerial and non-managerial cadre of employees respectively, complying sampling adequacy
of deVaus (2002); Cochran (1977) and Zikmund (2003) which was selected through proportionate
stratified sampling technique. Data have been gathered from working branches are located in
different geographical areas like urban, semi-urban and rural areas under thirteen districts of
Varanasi Zone, UP state, India. The sampling unit consists of employees working in 52 branches
of public sector banks and 20 branches of private banks in Varanasi Zone.

3.2.Exploratory Factor Analysis (EFA)
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Exploratory Factor Analysis (EFA) method has been used to analyze the data. Exploratory
Factor Analysis (EFA) is one of the most widely used statistical methods in psychological research
(Fabrigar et al., 1999) prompted by the need to go beyond the individual items of tests and
questionnaires to reveal the latent structure that underlies them. EFA is used to ‘identify the factor
structure or model for a set of variables’. As its name implies, EFA is an exploratory method used
to generate theory; researchers use EFA to search for the smaller set of k latent factors to represent
the larger set of j variables (Bandaloes, 1996). Firstly, factor analysis reduces a larger number of
variables into a smaller set of variables (also referred to as factors). Secondly, it establishes
underlying dimensions between measured variables and latent constructs, thereby allowing the
formation and refinement of theory. Thirdly, it provides construct validity evidence of self-
reporting scales (Gorsuch, 1983; Hair et al., 1995; Tabachnick & Fidell, 2001; Thompson,
2004). According to Nunnally (1978), cited by Thompson (2004): 77

“Factor analysis is intimately involved with questions of validity. Factor analysis is at the heart
of the measurement of psychological constructs”.

3.3.Dimensions of HR Challenges
The existing literature (Elangovan, 2002; Kulshrehtha, 2010; Gupta, 2010; Sharma,

2011; Chew, 2014) pertaining to this study was reviewed to have a thorough knowledge of the
subject before preparing the questionnaire. The questionnaire consists of 10 dimensions of HR
challenges incorporated several statements under each dimension. These dimensions are
Acquisition Related Challenges, Training & Leadership Development Related Challenges, Career
Growth & Opportunities Related Challenges, Performance Management Related Challenges,
Salary & Reward Related Challenges, Job Design Related Challenges, Quality of Work-Life
(QWL) Related Challenges, Staff-Welfare Related Challenges, HR Integration related Challenges
and Organizational Context Related Challenges.

Table 1.1: Identified Factors and Variables

Sr. |HR Challenges | HR Challenges Variables Researchers

No. | Factors (Sources)

1. Acquisition Related [ @) HR planning policy » Gupta, 2010
Challenges b) Recruitment policy » Sharma, 2011

c) Selection criterion
d) Attract the best talent
e) Promotion policy

f) Transfer policy
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2. Training and | a) Need for training » Kulshrehtha, 2010
Leadership b) Knowledge and skills » Sharma, 2011
Development c) Opportunities to participate » Chew, 2014
Related Challenges | d) Leadership practices

3. Career Growth and | a) Personal and career growth » Elangovan, 2002
Opportunities b) Career planning and | > Kaulshrehtha, 2010
Related Challenges development

c) Awareness of growth
opportunities

d) Match between personal goals
and organizational opportunities

4. Performance a) Potential appraisal » Kulshrehtha, 2010
Management b) Performance counseling
Related Challenges | c) Awareness of appraisal method

d) Quality of appraisal method
e) Fairness of appraisal system
5. Salary and Reward | a) Remuneration = commensurate | » Gupta, 2010
Related Challenges with qualification
b) Pay structure and scales
c) Fairness of salary to
responsibilities
d) Better rewards
e) Performance-based incentives
and bonuses

6. Job Design Related | a) Motivational job design » Sharma, 2011

Challenges b) Challenging work » Chew, 2014
c) Flexible work hours
d) Job enrichment and job
enlargement

7. Quality of Work-Life | a) Physical working conditions » Elangovan, 2002
(QWL) Related | b) Supervisor’s attitude » Gupta, 2010
Challenges c) Favorable workplace climate » Chew, 2014

d) ‘We’ feeling
e) Mutually Problem solving
f) Friendly environment
g) More rewards less criticisms
h) Communication
i) Best workplace
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Staff-Welfare
Related Chall

enges

a)
b)
c)
d)
€)

Employee welfare

Flexible benefits

Casual leave

Social security measures
Allowances and re-imbursement

>

Chew, 2014

Integration
Challenges

related

a)

b)
c)
d)
€)

Conflicts between employees
and management

Grievances

Delegation of authority
Suggestions from subordinates
Cordial management-employee
relations

Elangovan, 2002
Sharma, 2011

10.

Organizational

Context
Challenges

Related

a)
b)
c)
d)
€)
f)
9)
h)
i)
j)
K)
1)

Change management
Growth strategies
Financial objectives
Workforce diversity
Gender indiscrimination policy
Social responsibility
Good customer services
Outsourcing

Latest Technology
Employee Engagement
Employee Retention
Work-life balance

A\

Gupta, 2010
Kulshrehtha, 2010
Chew, 2014

(Source: Researcher’s Compilation)

3.4.Measurement Scales

The study uses the three levels of measurement namely- nominal, ordinal and interval scale.
The scholar has used 4-point Likert scale with no middle option (also called Force Choice Likert
Scale) to indicate a degree of agreement or disagreement with each of the statement incorporated
in the research instrument and 4-point Likert importance scale to indicate the level of importance
with different dimensions in the research instrument. Respondents were asked to reply to various
statements on 4-point Likert scale ranging from “Strongly Agree = 4, Agree = 3, Disagree = 2
and Strongly Disagree = 1” and 4-point Likert importance scale ranging from “Not Important

at All =1, Somewhat Important = 2, Important =3 and Very Important = 4”.

4. Statistical Results and Discussion

4.1.Kaiser-Meyer-Olkin (KMO) and Bartlett's Test
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Prior to the extraction of the constructs, there are some tests which must be conducted to
examine the adequacy of the sample and the suitability of data for factor analysis (Burton &
Mazerolle, 2011).

Table 1.2: Result of KMO and Bartlett’s Test of Sphericity

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 728
Approx. Chi-Square 2.265E4

Bartlett's Test of Sphericity df 1711
Sig. .000

The Kaiser—Mayer—Olkin (KMO) measure verified the sampling adequacy for the analysis.
In the Table 1.2, the KMO calculated is found to be 0.728 and represented to be a good score. The
overall significance of correlation matrices is tested with Bartlett’s Test of Sphericity. The y2
(1711) =2.265E4, with Sig. value 0.000 (p <0.001), indicated that correlation between items were
significant for factor analysis which also satisfied the criteria provided by Bartlett (1954) who
advocated that significant value (p<0.05) is considered to be appropriate for factor analysis. The
sample size of 360 respondents is adequate for factor analysis as the above mentioned result
indicates.

4.2 Extraction Communalities

The Communality of the variable range between 0 and 1, where O indicates that the
common factors explains none of the variance and 1 indicates all the variance is explained by the
common factors. Extraction communalities for a variable give the total amount of variance in that
variable, explained by all the factors.

4.3.Variance Analysis

According to the K1 - Kaiser’s (Kaiser, 1960) method, only constructs which has the
eigenvalues greater than one should be retained for interpretation. This approach may be the best
known and most used in practice (Fabrigar et al., 1999) because of its theoretical basis and ease
of use (Gorsuch, 1983). Total Variance Explained summarizes the total variance explained by the
factor analysis solution and gives an indication about number of useful factors. Fifteen components
had eigenvalues over Kaiser’s criterion of 1 and in combination explained 77.77% of the variance.
Therefore, the data revealed that there are fifteen major factors that influence the HR challenges
in Commercial Banks in India. Finally, these fifteen important factors are retained for further
analysis.

4.4 Factor Loadings
For the extraction, principal component analysis method and for rotation, varimax

orthogonal rotation method has been used. A sample of 360 respondents have been taken into
study, therefore, the factor loadings of ‘0.30 and above’ is considered significant, following the
decision of Stevens (2002) and Tabachnick & Fidell (2007). As a result, 59 variables were
extracted into 15 components. For example, Component 1 is highly correlated with HRP policy,
talent acquisition, transfer policy, need based training, personal growth & development,
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motivational job design, HR communication, best workplace, employee welfare, social security
measures and change management. Component 2 is highly correlated with compensation, pay
structure and scales, equitable salary, reward system and incentives and bonuses and so on.

4.5.Dimensions of HR Challenges
For the purpose of the study, initially, the questionnaire consisting of 59 variables under

10 factors or dimensions, on the basis of review of available literature has been formulated to
analyze the factors that contribute to HR challenges in Indian commercial banks. However, on
using Exploratory Factor Analysis (EFA), out of 59 extracted variables, 50 variables were retained
and labeled under 11 different groups or factors as shown in Table 1.3 as on next page:
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Table 1.3: Summary of Dimensions of HR Challenges

fl; Name of Factors Name of Variables Loadings | Eigenvalue V:fi;:ce v;\‘r?églfes C“’A“:‘;’h"‘:h’s Mean Rank
HRP 751
Attract the best talent .816
Transfer 752
Need for training .563
Personal and career 647 6.358
development.
= HR Process [ Motivational job design | .624 | 58513 | 57801 11 0.926 2'36 IX
Communication 493 58513
Best workplace 573
Employee welfare 404
Social securit
measures. ’ 19
Change management 424
Remuneration
commensurate with | .747
qualification
N Salary and Pay structure and scales .813 2 55 «
Reward Falrness_ _c?f_ salary to 398 3.214 64.285 5 0.855 3
responsibilities.
Better rewards 437
Performance-based
incentives and bonuses 520
Potential appraisal 516
Fairness of appraisal
system » 826
3. Performance | Challenging work. 429 301 Vi
Management | Supervisor's attitude 669 | 2848 | 56.951 ° 0.809 5
More  rewards, less
criticisms. 466
Awarene;sf of the growth 630
opportunities
Match between personal
goals and organizational | .566
opportunities.
We feeling 373 315 |
4, Communicatio Mutually problem 266 3.188 53.127 6 0.820 9
n solving '
Gender indiscrimination
policy. 591
Good customer services .652
5 . RecrUi_tment 174 2.108 70.272 3 0.788 3.82 I
Acquisition | Selection 789 0
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Promotion policy .597
Flexible benefits .616
Casual leave .583
6. Employee Grievance 433 290 | v
Welfare Suggestions from 2381 | 59524 | 4 771 3
. 597
subordinates
Opp.ortunltles to 546
participate
Training and :
7. Development Performance counseling 718 1.904 63.474 3 0.712 3.08 \V;
Awareness of appraisal 1
502
method
Friendly environment .366
Financial objectives 743
o | Retention Social responsibility. 491 212 v
Employee engagement 434 2971 49.515 6 0.776 1
Employee retention .636
Work-life balance 474
Shvei -
ys!gal working 733
conditions
Quality of Favorable  workplace
o. [ Work-Life | climate D39 o0 [err | 3 0.762 3'20 vii
All -
/ owances & re 553
imbursement
Career Growth | Career  planning & 799
10 and development 216
| opportunities | Quality o appraisal [, | 1666 | 83278 | 2 ores | 0| X
method '
Delegation of authority 476
Integration : -
11. Cordial man_agement 549 1.366 68.285 ) 0.768 3.13 m
employee relations 3
Overall 50 0.948 ng

a) Extraction Method: Principal Component Analysis
b) Rotation Method: Orthogonal Rotation (Varimax with Kaiser Normalization)

c) FactorLoadings: >0.30
d) Cronbach’s Alpha Reliability: > 0.60

Table 1.3 demonstrates the dimensions of HR challenges in Indian commercial banks. On using
Exploratory Factor Analysis (EFA), 50 variables were retained into 11 different groups and factor
analysis discarded 9 variables, namely, Work schedule, Job enrichment & job enlargement,
Workforce diversity, HR outsourcing, Knowledge based training, Leadership role, Growth
strategies, Organizational conflicts and HR technology. Therefore, it can be said that the formulated
questionnaire was validated for analyzing the factors influencing HR challenges in Indian commercial
banks except 9 variables which have been ignored. The factor name of the retained variables has been
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specified as per the convenience and sense after reviewing the literature and questionnaire statements.
The labeling of constructs is a theoretical, subjective and inductive process (Pett et al., 2003).

Table 1.3, it can be observed that 11 factors had been extracted with different numbers of
variables. The first factor named HR Process consist of 11 variables with the loadings of .751, .816,
752, .563, .647, .624, .493, .573, .404, .519 and .424; the second factor, Salary & Reward comprises
of 5 variables with the loadings of .747, .813, .898, .437 and .520; the third factor, Performance
Management comprises of 5 variables with the loadings of .516, .826, .429, .669 and.466; the fourth
factor, HR Maintenance comprises of 6 variables with the loadings of .680, .566, .373, .366, .591 and
.652; the fifth factor, Acquisition comprises of 3 variables with the loadings of .774, .789 and .597;
the sixth factor, Employee Welfare comprises of 4 variables with the loadings of .616, .583, .433 and
.597; the seventh factor, Training & Development comprises of 3 variables hold the loadings of .546,
.718 and .502; the eighth factor, Retention comprises of 6 variables hold the loadings of .366, .743,
491, 434, .636 and .474; the ninth factor, Quality of Work- Life (QWL) comprises of 3 variables
hold the loadings of .733, .539 and .553; the tenth factor, Career Growth & Opportunities comprises
of 2 variables hold the loadings of .799 and .842 and the last eleventh factor captioned HR Integration
with 2 variables hold the loadings of .476 and .549.

The reliability and inner consistency of these eleven factors was very high i.e., 0.948. Among
all the eleven factors, Career Growth & Opportunities, Salary & rewards, HR process and Employee
welfare were considered to be the most important dimensions of HR challenges in Indian commercial
banks. Other dimensions such as Quality of Work- Life (QWL), Performance Management, Training
& Development, Employee Retention, HR Integration, HR maintenance and Acquisition are identified
as the opportunities.

5. Conclusion and Policy Implications

This research study concludes that Indian commercial banks are afflicted with four major
HR challenges namely, Career Growth & Opportunities, Salary & rewards, HR process and
Employee welfare resulting in slow pace of the performance of banking sector. Moreover, Quality
of Work- Life (QWL), Performance Management, Training & Development, Employee Retention,
HR Integration, HR maintenance and Acquisition are the opportunities through which Indian
commercial banks can lead further and sustain in the global environment. According to Singh &
Dhawan (2012), globalization created an opportunity for the HR professionals to play ‘leadership
role’ in assisting the organization to meet the competitive challenges. They further, concluded that
the challenge is to create a performance culture where in opportunities are provided for enhanced
performance. In the research study of Narkhede & Joshi (2007), various HR challenges have been
delineated such as, attracting and retaining talent, empowering employees, managing global
workforce, managing workplace diversity, mergers and acquisition and cross-cultural
communication. According to Henson (2003), becoming and remaining an employer of choice is
the top-ranking HR-related challenge. Further challenge is to create an environment that
continuously fosters learning and development. Successfully turning HR challenges into
opportunities to become an employer of choice needs to create a dynamic environment wherein
people want to work and choose to remain.
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