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 This study sought to examine the effect of human resource management (measured by: 
Reward management, Employee performance management and Employee resourcing) 
on non-financial performance of banks in Nigeria (measured by: market share, 
employees’ satisfaction, efficiency, productivity and service quality). The study 
employed survey research design, by administering structured questionnaire to three 
hundred and ninety seven (397) purposefully selected members of staff of human 
resources, finance and strategy departments of eight deposit money banks in Nigeria. 
Ordinary least square (OLS) was employed to estimate the model, with the aid of 
STATA version 14. The findings revealed that human resource management 
significantly affects banks’ non-financial performance (F-value= 19.22 * 0.0000 at 5% 
level of significance). The findings further revealed that Reward management and 
Employee performance management both have significant effect on the non-financial 
performance of banks in Nigeria, while Employee Resourcing does not have a 
significant effect on the non-financial performance of banks in Nigeria. Therefore, 
banks should enhance their Reward management and Employee performance 
management strategies to improve their non-financial performance. 
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Introduction 

The nexus between human resources management (HRM) and firms’ 

performance has engendered significant research interest in the developed, emerging 

and developing economies. Scholars (Dimba, 2010; Lawler, Chen, Wu, Bae & Bai, 

2011; Georgiadis & Pitelis, 2012; Ogunyomi & Bruning, 2015; Dahie & Mohamed, 

2017; El-Ghalayini 2017; Gituma & Beyene, 2018) studied the effect of HRM on 

firms’ performance; they all found that HRM affects firms’ performance. However, 

most of the studies employed financial performance measures. 
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Kaplan and Norton (1996) opine that financial performance measures are based 

on accounting or financial data, which reflects a firm’s past financial performance as 

well as market based measures derived from stock market values (profit , earnings per 

share, revenue, among others). Watts and Zimmerman (1986) posit that financial 

performance measures are subject to manipulation by top executive, because bonuses 

are usually tied to financial performance measures, secondly financial measures 

focused on the present state of the firm. Going by these positions, it implies that other 

measures of performance, other than financial measures can be evaluated against 

human resources management. 

The non-financial performance measures (workforce development, customer 

satisfaction, on time delivery, product quality, efficiency, productivity, market share, 

among others) tend to enhance the future financial performance of a firm. Non-

financial performance measures propel management to take steps that will enhance 

the long term goals of the firm. 

Scholars have studied the effect of HRM on firms’ performance, using financial 

performance measures (Onyinyechi & Ihendinihu, 2017; Ezejiofor, John-Akamelu & 

Iyidiobi, 2017). Since most studies on HRM and firms’ performance in Nigeria focused 

on financial performance measures and scholars that employed non-financial measure 

mostly studied other sectors rather than the banking sector. In addressing this research 

gap, this study therefore seeks to examine the effect of HRM (measured by; Reward 

management, Employee performance management and Employee resourcing) on non-

financial performance of banks in Nigeria (measured by: market share, employees’ 

satisfaction, efficiency, productivity and service quality). The specific objectives are to 

examine the effect of reward management on non-financial performance of banks in 

Nigeria, to investigate the effect of employee performance management on non-

financial performance of banks in Nigeria, and finally, to examine the effect of 

employee resourcing on non-financial performance of banks in Nigeria. 

1. Literature Review 

1.1. Human Resource Management (HRM) 

HRM is the technique of coordinating the entire human resource practices, 

which include: recruitment and selection, training and development, performance 

management system, employee participation, employee decision making and 

employee welfare measures (Dahie & Mohamed, 2017; Ezejiofor, John-Akamelu & 

Iyidiobi, 2017). HRM ensures the maintenance of capable and performance-oriented 

personnel ; an effective HRM system will lead to effective manpower planning, good 
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performance development plan for employees and effective compensation 

management system, which enables better staff retention ( Alinno & Igwe, 2017; El-

Ghalayini, 2017) 

Human resource management constitutes an important area in attaining strategic 

goals by firms, employees being the most important asset to firms, and HRM 

coordinates other organizational resources, towards the attainment of organizational 

goals, which could be financial or non-financial or a combination of both. 

Scholars (Fajana, 2002; Way, 2002; Kandula, 2006; Georgiadis & Pitelis, 2012; 

Ogunyomi & Brunning, 2015) employed some construct in capturing human resource 

management (HRM), namely; Reward management, employee performance 

management and employee resourcing. While some other scholars (Dahie & 

Mohamed, 2017; Alinno & Igwe, 2017; El-Ghalayini, 2017), employed human 

resource processes, like selection, recruitment, training, appraisal, among others in 

capturing HRM 

1.2. Firms’ Performance 

Firms’ performance measures can be divided into two types (financial and non-

financial measures). Financial performance entails the actual results of a firm as 

measured against its intended objectives. Kaplan and Norton (1996) opine that 

financial performance measures reflect a firms’ accounting or financial data, which 

include company profit, earnings per share, revenue, sales growth or total shareholder 

return. Watts & Zimmerman (1986) posit that financial performance measures can 

propel top executives of firms to manipulate their financial results, since bonuses are 

usually tied to financial performance. Watts & Zimmerman (1986) in explaining this 

phenomenon used the bonus-maximization hypothesis which states that managers of 

firms with bonus plans are more likely to choose accounting procedures that shift 

reported earnings from future periods to current periods. When a manager’s earnings 

fall below the required target level, they are likely to manipulate earnings upwards. 

Another important disadvantage is that financial performance measures propel 

managers to focus on the short term. 

Non-Financial performance measures assess the non-financial aspect of the firm, 

which includes workforce development, customer satisfaction, on-time delivery, 

product quality, innovation measures, attainment of strategic objectives, market share, 

efficiency, productivity, leadership and employee satisfaction (Kaplan and Norton, 

1996).Unlike the financial measures that focus on the past and present state of the 

firm, non-financial measures focus on the future survival of the firm. Ibrahim and 

Lloyd (2011) posit that high performance on non-financial performance measures are 
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positively related with future financial performance. In this way, non-financial 

performance measures can prompt the management to take steps that will enhance the 

long term goal of the organization.  

1.3. Human Resource Management and firms’ performance 

The link between human resource management and firms’ performance has been 

studied by various scholars, with varying outcomes. While most scholars found that 

HRM positively and significantly affects firm performance, few found an 

insignificant effect. For instance; Ogunyomi and Bruning (2015) found that HRM has 

a positive relationship with SMEs financial and non-financial performance. Similarly, 

in examining the effect of human resources management practices and 

telecommunication firms’ performance, Dahie & Mohamed (2017) found that a direct 

relationship exists between HRM and telecommunication firms performance in 

Somalia. El-Ghalayini (2017) found that HRM practices, especially training and 

development, enhance public institutions performance. Onyinyechi & Ihendinihu 

(2017) found that human resource accounting positively and significantly affects the 

profit after tax of firms quoted on the Nigerian stock exchange. Ezejiofor, John-

Akamelu & Iyidiobi (2017) found that an increase in staff salary and retirement 

benefit directly and significantly affect organizational profitability. 

In contrast, Alinno & Igwe (2017) found that human resource management, 

applied through recruitment and selection have not enhanced privatized firms 

performance, especially their capacity to get involved in international business 

competition.  

1.4. Theoretical Review  

Scholars have employed several theories that offer the conditions for the 

predictions of the relationships between HRM practices and firms’ performance. 

Some of these theories are discussed below: 

The Resource-Based View (RBV) postulates that internal organizational factors, 

which include both human and material resources constitute the determinants of 

firms’ performance. The resource-based theorists posit that valuable firm resources, 

comprising tangible and intangible elements are usually scarce, imperfectly imitable, 

and lacking in direct substitutes (Brouthers & Hennart, 2007). The resource-based 

view of the firm (RBV) postulates that the firm is best viewed as a collection of 

resources or factors of production, including human resources that management must 

deploy methodically to add value and enhance their performance (Ogunyomi & 

Bruning, 2015) 
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The Ability-Motivation-Opportunity (AMO) model postulates that a firm needs 

to recruit and select quality human resource, motivate their workforce to use their 

initiative in the attainment of organizational goals, thereby enhancing performance 

and that firms should make available to the workforce the opportunity to become 

engaged in organizational decisions and processes (Appelbaum & Kamal, 2000). 

These three basic groups of factors are expected to aid high organizational 

performance, both through higher retention of employees and better performing 

workforce while performing work-related activities (Boxall & Macky, 2009; 

Gyensare & Asare, 2012). 

The Human Capital Theory (HCT), postulates that human and material capital 

tend to enhance the economic prosperity of a nation. It proposes that human capital 

enhances economic development and firms’ productivity, through individual 

investment in themselves, geared towards self-development (Ogunyomi & Bruning, 

2015). The theory highlights the link between knowledge enhancement through 

investment in education, abilities and skills, and human productive capacity. Based on 

the works of (Schultz, 1971; and Psacharopoulos & Woodhall, 1997), Human capital 

theory assumes that formal education influences the productive capacity of people. 

The theory emphasizes that the level of education of the labour force affects its 

productivity. This study adapts AMO and RBV. 

 

Source: Authors (2018). 

Fig. 1: Conceptual Framework 
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The figure above shows the interaction among the variables, the conceptual 

framework suggesting that employee performance management (EPM), employers’ 

resourcing (ER) and reward management (RM), which are all components of human 

resources management (HRM) will lead to non-financial performance (NONFIN) of 

banks. 

1.5. Reward Management (RM)  

Reward is the totality of financial and non-financial compensation that a worker 

receives in return for service provided (Fajana, 2002), whereas reward management is 

the design and implementation of a pay system that ensures that an organization 

attracts, retains and maintains capable and willing employees needed to accomplish 

organizational goals. Reward management is consistent with AMO model which 

proposes that HRM practices are expected to be related to employee motivation.  

The firms’ strategic goals should be linked with individual goals through the 

reward systems (Fisher, Schoenfeldt & Shaw, 2007). The significance of job 

description, evaluation, specification, analysis, rotation, enlargement and enrichment 

should be highlighted in motivating the workforce through reward management, 

(Hornsby & Kuratko, 2003). King-Kauanui, Ngoc & Ashley-Cotleaur (2006) found 

that firms’ performance is determined by compensation incentive, among other 

human resources management in Vietnam. Georgiadis and Pitelis (2012) found that a 

good compensation policy enhances firms’ profits when incorporated with product 

differentiation strategy. These propositions guide us in formulating the first 

hypothesis: 

Ho1: Reward management does not significantly affect the non-financial 

performance of banks in Nigeria. 

1.6. Employee Performance Management (EPM) 

Employee performance management refers to motivating and revitalizing of 

individuals as well as eliminating obstacles that prevent the conversion of potential 

into performance, in line with Ability-Motivation-Opportunity theory (Appelbaum & 

Kamal, 2000). It is a procedure of formulating and implementing motivational 

strategies, interventions and drivers, geared towards the transformation of the raw 

human resources potential into performance (Kandula, 2006).  

EPM involves continuous evaluation to appraise the performance of the 

employees. EPM enables both the employee and the employer to know how well such 

an employee is performing, which could also influence the employee to perform 

better and highlight the potential for future career advancement and improved 
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individual performance (Mullins, 2002). These observations lead us to the second 

hypothesis: 

H02: Employee performance management does not significantly affect the non-

financial performance of banks in Nigeria. 

1.7. Employee resourcing (ER) 

ER entails recruiting the right personnel with suitable skills, knowledge and 

experience for the right task at the appropriate time. This is in line with ability-

motivation-opportunity model, the attraction and retention of employees is a major 

source of organizational performance. Way (2002) posits that extensiveness of 

staffing and pay level may be the most important components of the use of resourcing 

among US companies.  

Wanous and Colella (1989) opine that positive recruitment and selection 

practices generally include various sources of applicants, realistic job previews, 

reliable and valid selection criteria, and effective human resource planning, 

Ogunyomi and Bruning (2015) established the existence of positive relationship 

between ER and SMEs performance. These observations lead us to the third 

hypothesis: 

Ho3: Employee resourcing does not significantly affect the non-financial 

performance of banks in Nigeria. 

1.8. Human Resource Management 

HRM is the technique of coordinating and appraising the entire human resource 

practices, which include the following: Reward management, employee performance 

management and employee resourcing as well as other HRM practice. Guest (1997) 

opines that recruitment and selection, training and development, performance 

management system, employee participation, employee decision making and 

employee welfare measures are all HRM practices. Gituma & Beyene (2018) posit 

that HRM is linked to firm performance. These observations lead us to examine the 

combined effect of HRM practice on banks’ non-financial performance. Hence, the 

fourth hypothesis is stated below: 

Ho4: HRM practices do not have significant combined effect on the non-

financial performance of banks in Nigeria. 

It is important to state that all the hypotheses were stated in the null hypothesis 

form, this is to aid the acceptance and rejection of hypotheses based on the level of 

significance, 5% level of significance was used for the study. Therefore, if the p-value 

is less than 0.05 (5%) we reject the null hypothesis and accept the alternative 
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hypothesis and if the p-value is greater than 0.05 (5%) we accept the null hypothesis 

and reject the alternative hypothesis. 

2. Research Methodology 

Survey research design was employed to obtain primary data from respondents. 

The study was conducted by administering a structured questionnaire to the targeted 

respondents. The Yamane (1967) formula was employed to obtain a sample of 397 

from the population of 55,597 permanent staff of commercial banks in Nigeria, 

obtained from the National Bureau of Statistics (2016) selected banking sector data. 

Purposeful sampling technique was employed to select 397 members of staff of 

human resources, finance and strategy departments of eight banks (three international 

banks, three national banks and two regional banks) in Nigeria. However, only 202 

questionnaires were returned, which represents a 51% response rate. Part of the 

questionnaire that captured reward management, employee performance management 

and employee resourcing was adapted from Ogunyomi and Bruning (2015) while the 

section that captured non-financial development was developed by the authors.  

Content Validity Index was used to ascertain the validity of the instrument 

(questionnaire), through the assessment of five independent assessors (HR and 

management experts), they assessed the instrument on a two-scale (relevant and not 

relevant). Content validity index (CVI) of 0.88 was obtained, which indicated that the 

instrument was valid. The Cronbach’s Alpha was employed to test the reliability of 

the instrument, through the test re-test method (pilot study), using 15 management 

staff of two banks. A Cronbach alpha of 0.72 was obtained, indicating that the 

instrument was reliable. 

Model Specification 

NONFIN� ����, ���, ��	_________________________��) 

����� � �� � ��������������������� ���������	 

Where: 

NONFIN represents Non-financial performance 

β 0 is the constant term 

β1, β2, β3 are the coefficient of the estimator. 

RM is Reward Management 

EPM is Employee Performance Management 

ER is Employee Resourcing  

�� is the error term 

 



J. Abosede, B. Eze, M. Sowunmi.  

Human Resource Management and Banks’ Performance in Nigeria 

125 

The apriori expectation is such that Reward Management, Employee 

Performance Management and Employee Resourcing are expected to positively affect 

the Non-financial performance of banks in Nigeria, hence, the parameters of Reward 

Management, Employee Performance Management and Employee Resourcing should 

have a positive sign. 

Ordinary least square (OLS) was employed to estimate the model, with the aid 

of STATA version 14. 

4. Results and Discussion 

Table 1 

Regression result from STATA 14 Output 

 

NONFIN= 1.39 + 0.04ER + 0.21RM + 0.39EPM 

 (4.13)*  (0.63)     (5.04)*       (6.51)* 

 

The result from table 4.1 indicated that RM has a positive and significant effect on 

the non-financial performance of banks in Nigeria at 5% significant level (p- value= 

0.000, which is less than 0.05), therefore we reject hypothesis1. Similarly, EPM have a 

positive and significant effect on the non-financial performance of banks in Nigeria at 

                                                                              

       _cons     1.392151   .3370435     4.13   0.000     .7274956    2.056807

         EPM      .390757   .0600114     6.51   0.000     .2724136    .5091005

          RM     .2147079   .0426416     5.04   0.000      .130618    .2987979

          ER      .042631   .0680455     0.63   0.532    -.0915559    .1768179

                                                                              

      NONFIN        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]

                                                                              

       Total    88.7128713   201  .441357569           Root MSE      =  .58905

                                                       Adj R-squared =  0.2138

    Residual    68.7026688   198  .346983176           R-squared     =  0.2256

       Model    20.0102025     3  6.67006751           Prob > F      =  0.0000

                                                       F(  3,   198) =   19.22

      Source         SS       df       MS              Number of obs =     202

. regress  NONFIN ER RM EPM
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5% significant level (p value= 0.000, which is less than 0.05), therefore we reject 

hypothesis2. In consonance with the statement of hypothesis3, ER does not have a 

significant effect on the non-financial performance of banks in Nigeria at 5% significant 

level (p value= 0.532, which is greater than 0.05), therefore we accept hypothesis3, this 

is inconsistent with the findings of ogunyomi and Bruning (2015), that found that ER 

significantly affect SMEs non-financial performance, this might be as a result of the 

differences that exist between a small and medium firm and a large firm, like a bank.  

The table equally indicated that HRM elements have a positive and significant 

effect on the non-financial performance of banks in Nigeria at 95% confidence 

interval (p- value= 0.000, which is less than 0.05), therefore we reject hypothesis 4. 

The adjusted coefficient of determination (adj. R
2
) revealed that HRM elements 

accounts for 21% variation in the non-financial performance of banks in Nigeria. The 

implication is that there are other factors, not captured in this study, that influence 

non-financial performance of banks in Nigeria. This is evident from the significance 

of the Bo (constant) in the study. 

4. Conclusion 

The study examined the effect of HRM elements (RM, EPM and ER) on the 

non-financial performance of banks in Nigeria as well as examining the combined 

effect of HRM elements on the non-financial performance of banks in Nigeria. The 

study employed survey research method, through the administration of structured 

questionnaire to the targeted respondents. The findings revealed that RM and EPM 

both have a positive and significant effect on the non-financial performance of banks 

in Nigeria; therefore, an increase in RM and EPM will most likely enhance the non-

financial performance of banks in Nigeria. However, ER does not have a significant 

effect on the non-financial performance of banks in Nigeria. This is inconsistent with 

the findings of Ogunyomi and Bruning (2015), that found that ER significantly affects 

SMEs non-financial performance, this might be as a result of the differences that exist 

between a small and medium-size firm and a large firm, like a bank. For instance, one 

of the questions that was used to capture ER (Employees are sourced using 

recommendations from existing employees and family members), this is not true for 

most Nigerian banks, as recruitment and selection processes are usually outsourced to 

consulting firms.  It can therefore be concluded that RM and EPM are the major 

components of HRM driving non-financial performance of banks in Nigeria. 

It can be recommended that Nigerian banks seeking improved performance 

should enhance their HRM practices. However, in applying HRM, banks’ executives 

should employ RM and EPM. 
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4.1. Research Contribution 

The study expands the frontier of knowledge by contributing to the scanty 

literature on HRM and banks non-financial performance, particularly in Nigeria. 

Existing literature on human resources and firms performance concentrates mainly on 

firm accounting or financial performance measures like profit after tax, revenue, 

return on asset, return on equity, among others, with little focus on non-financial 

performance measures, like efficiency, effectiveness, employee satisfaction, customer 

satisfaction, market share, among others. 

4.2. Research Implications 

The study indicated that HRM elements have a positive and significant effect on 

the non-financial performance of banks in Nigeria. The adjusted coefficient of the 

determination (adj. R
2
) revealed that HRM elements accounts for 21% variation in the 

non-financial performance of banks in Nigeria. Therefore an increase in HRM 

practices will enhance the non-financial performance of banks in Nigeria. Therefore, 

banks executives should utilize human resources management (especially Reward 

Management and Employee Performance Management) in enhancing their non-

financial performance. The study focused on the banking sub-sector in Nigeria; as a 

result, the outcome might not be applicable to other sectors of the Nigeria economy as 

well as other countries. However, the low level of adjusted coefficient of 

determination (adj R
2
=21%) implies that to obtain better non-financial performance, 

banks executives should combine HRM with other performance enhancement 

strategies. Furthermore, banks should avoid the use of employee resourcing, as it does 

not significantly affect their non-financial performance, rather than source new 

employees from existing employees, banks should employ the service of consulting 

firms to manage the recruitment process in collaboration with their human resources 

department. 

4.3. Research Limitation and Suggestion for Further Studies 

The findings of the study revealed that HRM practices account for 21% variation 

in bank non-financial performance, while other factors not captured in this study 

account for the remaining 79%.   Therefore, other HRM practices or elements should 

be considered by other scholars. Further studies can equally be conducted by adapting 

other HR theories. Furthermore, the use of interviews can be considered by other 

researchers, as an interview tends to reveal more information. 
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