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 Banking financial performance (BFP) has been recognized as a causation of human resource 
management (HRM). The causal linkages from HRM practices to BFP are different. Nevertheless, 
almost none of the studies has ranked and compared this difference among the practices of HRM in 
enhancing BFP. The current study applied an analytic hierarchy process to rank the relative 
importance of HRM practices. For the robustness of the results from the process of analytic hierarchy, 
the current work employed an analytic hierarchy process to reassess the relatively important levels 
of HRM practices on BFP as well. The findings are robust across both of the techniques. The practice 
of training and development (TT) plays the most critical part in BFP, followed by the practice of 
performance evaluation (PN) and the practice of reward system (RM) as the third most important. In 
contrast, the practice of recruitment and selection (RN) takes the least important position in BFP. 
Moreover, the findings also provide statistical evidence on the causal links from the practices of 
HRM to BFP. This work makes some contribution to how managers should decide on HRM practices 
in order to obtain the best possible BFP. 
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1. Introduction 
 
 

 

Separately of the approach followed to identify the indicators of HRM, the empirical literature has provided with sympathetic 
evidence on causal positive links from HRM to financial performance (Brewster et al., 2018). Nevertheless, only a few 
quantitative analyses have been undertaken to consider simultaneously the arrangement of these indicators, the organizational 
contingent factors, in cooperation with the organizational situation where these indicators are adopted and their effects on 
financial performance. Lately, the main attention to the knowledge of HRM has been to express the significance of efficiently 
running human resources in businesses. Managerial researchers and practitioners have increasingly focused on learning more 
about the systems of HRM to improve financial performance (Khalumba, 2012). The last ten years have a growing interest of 
research in the HRM - performance link, though the hub of research has been occurred in developed economies or the sector of 
producing. The function of HRM has been as one of the most vital managerial tools. It has been developed in the background 
of industrial expansion. The exclusivity of human resource entails a wholly diverse sort of focus from business executives. The 
role of HRM is to offer the largest challenges as well as opportunities. The sector of banking is one of human-intensive because 
it relies greatly on its human resource to provide banking services to its customers. The practices of HRM play an important 
role in helping banks to achieve their objectives (Khalumba, 2012). Therefore, it is imperative to investigate the practices of 
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HRM as well as their effects on BFP in developing economies. Additionally, to the best of the authors’ knowledge, no work has 
assessed the importance of the practices of HRM contributing to BFP. The current research seeks to scrutinize empirically the 
impacts of HRM practices on financial performance at Vietnamese banks. Principally, it discuses and compares the important 
extent to which the practices of HRM contribute to BFP there. 

2. Literature review  
 

Many researchers have emphasized the association between HRM and corporate performance (Lee et al., 2010; Sabiu et al., 
2019; Alzyadat et al., 2015; Li et al., 2015). As the abovementioned studies show, the practices of HRM are determinants of 
corporate performance. Furthermore, Sabiu et al. (2019) highlighted the research of HRM has obtained significance in the 
management literature for the last decades, and most significantly is its influence on corporate performance. Sheehan (2014) 
and Alzyadat et al. (2015) emphasized the significance of HRM in business and recommended that the best practice of HRM 
likely lead to best possible corporate performance. The practice of HRM could be composed of TT, participation, payment and 
PN (Huselid, 1995; Becker & Gerhart, 1996). Furthermore, other scholars indicated that enterprises adopting the better practice 
of HRM would motivate their employees to work better, resulting in advanced corporate performance (Lee et al., 2010; Li et 
al., 2015). Innovative enterprises consider the practice of HRM as good managerial tools to motivate group responsibilities, and 
develop good relationships with their consumers via participation and empowerment, which could help renovate products and 
services. Consequently, it is imperative for an enterprise to employ the best practice of HRM, which could encourage and 
motivate their workers to be more creative, so that they can create more success to the enterprise. Moreover, Delery and Gupta 
(2016) analyzed alternative conceptualizations of the linkage from the practices of HRM to organizational efficiency. The 
research explained an outline to recommend a multifaceted link from the practices of HRM to organizational efficiency, and 
provided statistical evidence that the practices of HRM could improve organizational efficiency and underline the worth of 
theory determined procedural methods. Similarly, Asri (2017) explored the role of HRM practices on BFP, and confirmed that 
the efficient systems of HRM could lead to improve financial performance in banks. Moreover, Quresh et al. (2010) claimed 
that, the practices of HRM have been increasingly accepted as one of the key contributing forces of BFP. The significance of 
HRM practices to BFP was analyzed. That research tried to link the practices of HRM to financial performance of banks and 
discovered a positive linkage from HRM practices to BFP. Overall, it can posit positive influences from the practices of HRM 
to BFP. The most significant practices of HRM, which are selected for analyses, are RN, TT, RM, and PN. Afterward, the 
importance of these elements on BFP is discussed. 
 

2.1 RN on performance  
 

Recruitment is a practice of collecting competent candidates for vacant situations in an enterprise and coming to a decision 
whether to take on these candidates (Mathis & Jackson, 2004); whereas selection entails selecting the most appropriate 
candidates who meet the necessities for the job, which is a decision-making process of suitability (Price, 2007). Furthermore, 
Alzyadat et al. (2015) stressed that the development of a firm will call for an increase in the number of employees, so more 
significance should be paid to the practice of RN. The RN of the best eligible employees to fill vacant positions could be 
considered as an important goal, not only for the unit of human resource management, but also for various directors in business 
(Huo et al., 2002). This will result in the conversion of HRM, because efficient practices of HRM initiate with recruitment. The 
selection of suitable workers indicates a successful response successful to competitors’ practices of HRM (Armstrong, 2006). 
Enterprises, which implement proper practices of RN, are assured to take on workers with the competent skills and qualification 
for that position (Saifalislam et al., 2014). Privilege procedures of RN have been evidenced as a positive determinant of firm 
performance (Harel & Tzafrir, 1999). When advertisement for a job wanted is published, candidates are now and then taken on 
by word of mouth, through current workers (Kipkorir, 2013). In addition, if the practice of RN receives poor employees to 
organizational fit, they can leave the enterprise afterward. Accordingly, incompatibleness with work necessities could enable 
workers to move away the bank, which likely decreases BFP. 
 

2.2 TT on performance 
 

According to Vlachos (2009), the process of TT is a vital practice of HRM. The practice of TT stands for the latest evolutionary 
stage in training, cultivating and developing the resource of human, which help workers to satisfy organizational goals. 
Additionally, Lee et al. (2010) referred to the practice of TT as an amount of formal training offered to workers. Enterprises 
could give general formal training and attain needed skills via the process of selection as well as socialization. The process of 
training is an organized job aiming to convey instructions to help workers enhance their knowledge and skills, whereas the 
process of development is regarded as the actions enabling workers to achieve new understanding and skills that are required 
for improving employee performance (Saifalislam et al., 2014). Training likely includes off-job training, on-job training, skill 
training or literacy training (see Gomez-Mejia et al., 2004). The procedures of comprehensive TT can lead workers to 
concentrate on skills and knowledge, which help them to attain objectives and produce aggressive improvement for their 
enterprise. As Apospori et al. (2008) pointed out; the programs of TT could put positive influences on organizational 
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performance. The process of TT is aimed at developing industrial, medical and soft skills for instance group working, leadership 
or interview. Accordingly, improvements in worker skills are a vital feature in the process of organizational management. 
According to Harel and Tzafrir (1999), the process of TT could affect organizational performance in two ways. The first is that, 
TT can advance related skills and aptitudes. The second is that the programs of TT likely augment worker satisfaction with 
existing jobs as well as places of work. 
 

2.3 RM on performance 
 

Reward, referred to as compensation, is a methodical system to provide financial value to workers in exchange for their job that 
has been carried out (Khalumba, 2012). The system of reward can attain numerous purposes, which help support recruitment, 
improve employee performance and satisfaction. The practice of compensation is an instrument employed by managers for 
various purposes to maintain the development of enterprise and might be adapted to business requirements, objectives as well 
as availableness of organizational resources. The system of compensation is often applied to take on and maintain competent 
employees, augment and sustain the confidence of employees, compensate and promote employee commitment. In addition, 
Frye (2004) scrutinized the link from equally based reward to organizational performance and indicated a positive correlation 
among them. The system of compensation plays an imperative role in drawing and retaining extremely skillful workers. Delaney 
and Huselid (1996) asserted that, organizational performance is dependent on the practice of compensation in business, which 
is one of the most important approaches enterprises apply to improve worker enthusiasm by giving employee performance- 
reliant incentive to align benefits among workers and shareholders. Because, banks are capital concentrated enterprises, the 
systems of compensation in banks could help to hire and maintain enormously skillful and competent workers. The practice of 
payment will positively and significantly influence employee performance if it combines with innovative tools such as supple 
job planning, worker involvement in analytical groups, general supervising, communication and job security, which can lead to 
financial performance (Ichniowski & Shaw, 1999). The suitable systems of compensation can put statistically significant effects 
on employee performance as well as financial performance, and a positive linkage from the systems of compensation to 
employee and financial performance was revealed (Huselid, 1995). 
 

2.4 PN on performance 
 

The evaluation of job performance is needed for all kinds of enterprise, which is employed to ensure the preferred outcomes for 
the workforce. The qualitative and quantitative procedures are applied to evaluate employee performance (Alzyadat et al., 2015). 
Additionally, other researchers argued that good systems of performance appraisal could augment the effectiveness of 
enterprises and there is a propensity for enterprises to be concerned about the efficiency of procedures built up by experts to 
advance organizational performance (Abu-Doleh & Weir, 2007; McKenna & Beech, 2002). Workers at different levels in 
business are interested in the extent of employee performance, in comparison with expectations by their enterprise. The 
evaluation of performance is a tool that is applied to address those concerns. In spite of those worries, the systems of PN still 
remain a vital means utilized to advance overall organizational performance. 
 
 
 
 
 
 
 
 
 

Fig. 1.  Research Model 
 
Based on Lee et al. (2010), the evaluation of employee performance is to appraise employee performance, the aim of which is 
to advance established objectives and accept responses in order that workers can express, adjust and boost employee 
performance, which is based on outcomes or behaviors of the workers. This can help improve organizational performance. As 
Sang (2005) indicated, the practice of PN can help top directors to elucidate and to communicate organizational goals and hopes 
with inside workers, which enables them to understand the ability of their workers. Furthermore, the practice of PN could be 
employed for managerial purposes that relate to worker’s working conditions such as encouragement, termination and rewards 
(Gomez-Mejia et al., 2004). Nevertheless, various scholars and directors asserted that the evaluation of employee performance 
leads to discouragement to a workplace and low industrious pace, which is supposed to be removed from business, so a few 
enterprises should accept this system with care (Lee et al., 2010). Overall, for the banking context the aforementioned 
discussions could lead the suggestion that the practices of HRM, which are RN, TT, RM, and PN, play a vital role in improving 
BFP. Then, it can suggest the research model as shown in Fig. 1. 

BFP 

RN 

TT 

RM 

PN 
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3. Methodology  
 

3.1 Analytic hierarchy procedure 
 

To grade the relative magnitude of HRM practices in determining BFP, the method of investigative hierarchy or an analytic 
hierarchy process was employed. This method is an instrument utilized for multi-criteria evaluation and the analysis of decision-
making as Saaty (1980) produced. The technique of investigative hierarchy has the prejudiced evaluation of every evaluating-
maker as input and the quantifying power of every alternative as output. This procedure is deemed as a process of compensation 
decomposing an intricate judging problem into a hierarchy. Paired assessments among all of the selections to one another are 
utilized to get the weights and scores. The evaluating scale for pair-wise comparisons is revealed in Table 1. If X is as equally 
essential in determining the main factor as Y, it is rated at 1; whereas if X is entirely more essential in explaining their factor 
than Y, then it will be graded with 5. If Y is entirely less imperative in determining the main factor than X, then it will be 
measured at 1/5. It is similar for “more essential- 3” and “intermediary values- 2 and 4”. The process of analytic hierarchy 
consists of three steps as stipulated by Saaty (1980). In order for testing the consistence of evaluations, CR (consistency ratio) 
is applied to appraise how dependable the evaluations are. It is a ratio of CI (consistent index) divided by RIm (random index). 
RIm is created as Saaty (1980) proposed; whereas, CI is a ratio of (£max-m)/(m-1). £max is the maximum eigenvalue; while, ‘m’ 
is the number of elements required for comparison. As Saaty (1980) suggested, CI and CR need to be smaller than the 0.1 
threshold. 
Table 1 
The rating scale of relative importance of factors 

Force of vitality Depiction Clarification 
1 Equally essential Two elements contributing equally 
3 More essential Evaluations advocate one over the other. 
5 Entirely more essential Evaluations advocating one over the other is of the peak potential strength 

2, 4 Intermediary values Compromise required 
 

3.2 Regression analysis 
 

In order for checking the relative impacts of HRM practices on BFP, the technique of regression analysis was utilized. The 
analysis of regression is an influential statistical technique, which allows studying the connection between numerous research 
variables. Whereas there are several kinds of regression analyses, overall, they all explore the impacts of explanatory factors on 
an explained factor. The analysis of regression offers detailed insight that could be used to further advance BFP. In this research, 
the analysis of regression was employed to statistically investigate the influences of HRM practices on BFP; and simultaneously 
reassess the relative magnitude of HRM practices in determining BFP in order for the robustness with the evidence from the 
procedure of analytic hierarchy. The current study assesses the practices of HRM with four elements, which are RN, TT, RM, 
and PN (Huselid, 1995; Becker & Gerhart, 1996). Each of the elements is computed with a single item. BFP is measure on ROE, 
modified from Huynh (2018) and Lee and Roh (2012). 
 

3.3 Data collection 
 

The research population of this project consisted of banks operating in Vietnam, which were totally 94 banks. The first 
solicitations were undertaken to get feedbacks from key informers in charge of management. Each manager for every selected 
bank was participated in survey. Of the 94 questionnaires that were delivered, there were only 71 suitable answers for the process 
of analytic hierarchy. Before collecting the data, a pilot test was performed with 20 directors involved in management to ensure 
that the scales are valid and suitable for this research (Bowden et al., 2002). 
4. Results  
 

4.1 Analytic Hierarchy Process 
 

After obtaining the 71 suitable answers, an average for every element was undertaken. Then, employing Saaty (1980)’s method, 
this research attained elemental weights as Table 2 displays. Wi is equal to the 4th root of product of values. Eigenvector is equal 
to Wi/ the total of Wi. New vector is equal to [ejj] × [f1j]; where [ejj] is the matrix of the 4 elements in 4 columns and 4 rows, [f1j] 
is the matrix of the eigenvectors in 1 column and 4 rows.  
Table 2 
Weights 

 RN TT RM PN W Eigenvector Rank New Vector New Vector/Eigenvector 
RN 1.00 0.35 0.80 0.56 0.629 0.14 4 0.56 4.02 
TT 2.83 1.00 3.00 2.00 2.030 0.45 1 1.82 4.01 
RM 1.26 0.33 1.00 0.57 0.698 0.16 3 0.63 4.01 
PN 1.80 0.50 1.76 1.00 1.122 0.25 2 1.00 4.01 

Total     4.48 1.00   16.05 
£max = 16.05/4 = 4.013, CI = (£max-m)/(m-1) = 0.04, RIm is 0.90; therefore, CR = 0.04 
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The figures in Table 2 demonstrate the importance levels that the practices of HRM play in leading to BFP. CI is 0.04, while 
CR is 0.04. Both of them are less than the 0.1 threshold as stipulated by Saaty (1980). These findings indicate all of the tests of 
consistency are passed. Consequently, the weights are all appropriate for the process of analytic hierarchy. The findings also 
reveal that, the practice of TT is ranked first, then the practice of PN and the practice of RM are rated the second and third 
positions. On the contrary, the practice of RN takes the last position. 
 

4.2 Regression analysis 
 

The empirical outcomes of the multiple regression are revealed in Table 2. With regard to the effect of HRM on BFP, as can be 
seen in Table 2, the practices of RN, TT, and RM positively influence BFP at a 5% significance value, whereas the practice of 
PN imposes a positive influence on BFP at a 1% significance value. The research model fits at a 1% significance level with an 
F of 16.43 and an R2 of 49.9%, which implies that the practices of HRM depict a 49.9% variation in BFP. The research model 
achieves the variance inflation factors (VIFs) of HRM practices of 1.455, 1.377, 1.354 and 1.348 that are less than the preferred 
level of 2 stipulated by Hair et al. (2011), thereby demonstrating no multicollinearity in the research model. In addition, the 
coefficient of Durbin-Watson is 1.909, which ranges from du to (4 – du); therefore, it can be concluded that there is no 
autocorrelation in the analyzed data. The Chi2 of 0.07 with a significance of 0.92 greater than 10% indicates no heteroskedasticity 
in the research model. Overall, the research model acquires a good fit for the data. The results are in agreement with those 
generated from the technique of analytic hierarchy. The practice of TT plays the most significant role in BFP, and then the 
practice of PN is the second most important. The practice of RM is the third most important, while the practice of RN comes to 
the least important position in BFP. 
 

Table 3  
Regression Analysis (Dependent Variable: BFP) 

 β Std. Error t Sig. VIF 
C 0.899 0.421 2.133 0.037  

RN 0.194 0.095 2.046 0.045 1.455 
TT 0.247 0.106 2.323 0.023 1.377 
RM 0.206 0.093 2.209 0.031 1.354 
PN 0.233 0.084 2.762 0.007 1.348 

Durbin-Watson = 1.909 Chi2 (hettest) = 0.07 (0.92)  R2  = 0.499 F= 16.43 (Sig. = 0.00) 

5. Conclusion  
 

The causal links from HRM practices to BFP have been explored, while only a few research projects have investigated the 
relative importance of HRM practices on financial performance in the banking sector, especially in Vietnam’s banking sector. 
The current study attempted to assess the comparative importance of HRM practices in improving BFP by applying the process 
of analytic hierarchy. It also used the analysis of regression to reassess the relative importance of HRM practices as well as to 
investigate statistical impacts of HRM practices on BFP. The results from both of the techniques for ranking the relative 
significance of HRM practices are consistent. The practice of TT plays the most essential role in BFP. Subsequently, the practice 
of PN is the second most imperative. The practice of RM is the third most essential. Conversely, the practice of RN comes to 
the least important position in BFP. Furthermore, the findings have also revealed that the practices of HRM all impose statistical 
effects on BFP. This study provides insight into the comparative importance as well as statistical influences of HRM practices 
in improving BFP. These results are helpful to managers in Vietnam’s banking sector by giving a better understanding of the 
priority levels of HRM practices leading to higher BFP. Therefore, they can decide on a suitable adopting level of HRM practices 
in their banks that likely improve BFP. 
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