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Abstract

The purpose of this study is to develop a conceptual framework of the relationship between
High-Performance Human Resources Practices (HPHRPs) and business performance provide
the importance to conduct this study. Based on an extensive review of the past studies, the
relationship between human resource practices and business performance remains unclear,
and ambiguity exists about the mechanism of how HPHRPs influence business performance.
Despite these studies, human resource management practices have been suggested to be
studied to determine the relationship between business performance. Thus, this concept
paper investigates the relationship between three HPHRPs (training and development,
employees' empowerment, compensation and rewards) and business performance. Based on
Ability-Motivation-Opportunity (AMO) and the Resource-Based View (RBV) theories, high-
performance human resources practices are the best way of employing vital internal
resources that influence business performance. Therefore, this conceptual paper explores the
role of High-Performance Human Resources Practices (HPHRPs) on business performance.
This paper contributes to the body of knowledge towards understanding the function of
HPHRPs on business performance, particularly when organizations rely heavily on labour
force skills to gain a competitive advantage. More importantly, this paper will provide future
directions to academics, practitioners, and policy-makers in understanding HPHRPs from a
business performance perspective.

Keywords: High-Performance Human Resources Practices, Business Performance,
Innovation, Banking
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Introduction

Organizational performance has become critical for sustainability and competitiveness in
a competitive business environment. Therefore, performance plays a crucial role in every
organization (Imran et al., 2015). The performance of an organization is subject to individuals.
Thus, the ultimate contribution common to all organizations has been widely focused on
increasing its human resources (Sheehan, 2014). Employees are known as the most crucial
assets in the organization; thus, Ulrich and Lake (1991) claimed that people might be the
ultimate source of competitive advantage. Accordingly, In the last two decades, a great
interest in research in different disciplines has been devoted to discovering the predictors and
effects of high-performance human resources practices-performance (HPHRPs) linkage,
precisely, the influence of selected dimensions of HPHRPs on organizational performance
(Khoreva & Wechtler, 2018; Koopmans et al., 2016; Van De Voorde & Beijer, 2015).

On the other hand, human resources management is imperative for all organizations,
specifically service providers like the banking sector. Hence, the banking sector is highly
service-oriented in its operations and structure and relies heavily on labour force skills to gain
a competitive advantage (Cherif, 2020). The banking sector depends mainly on its employees'
quality and competence. Therefore, this sector has to pay more attention to its human
resources because it maximizes employees' competencies (Saleem & Khurshid, 2014).
Besides, human resource management practices can generate organizations' characteristics
by intelligence, flexibility, and competence compared to their competitors (Nancy, 2013).

Consequently, in a competitive business environment, organizations must adopt high-
performance human resource practices (HPHRPs) to cope with the growing competitive
environment. For example, consumer neuroscience studies could be impactful and helpful to
examine the effect of emotional and cognitive processes on consumers' behaviour (see
Alsharif et al., 2021a;2021b; 2021c; 2021d). HPHRPs are a collection of various human
resource (HR) practices developed to improve employees' skills and competencies within an
organization (Chahal et al., 2016). Unlike traditional human resources practices, HPHRPs
encourage and support the employees to achieve the organizational goals and, thus, work
harder to reach them by developing committed personnel empowered to conduct tasks
invaluable (Arthur, 1994). HPHRPs are intended to enhance the competency of the
organization through producing synergistic effects and improving performance (MacDuffie,
1995).

Over the last three decades, there has been a growing interest in examining the effect of
human resource practices on organizational performance (e.g., Absar et al., 2010; Aktar et
al., 2012; Demortier et al., 2014; Jackson et al., 2014; Messersmith et al., 2011; Obeidat et al.,
2016; Singh et al., 2016; Wright et al., 2005). Jointly, these studies have shown various HR
practices foster organizational performance and revealed that human resource practices are
positively associated with several organization-level outcome constructs such as financial
performance, productivity, sales, innovation, and market share. On the other hand, the Non-
financial performance, i.e., quality, customer satisfaction, and customer loyalty (e.g., Bontis
et al., 2007; Igbudu et al., 2018; Sadek et al., 2012; Scrace & McAulay, 1997). Despite this
increasing volume of literature, several scholars claimed that research stream on the
association between HPHRPs and the business performance had provided an insufficient
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understanding of the effects of HPHRPs on organizational-level performance (e.g., Alfes et al.,
2013; Den Hartog et al., 2013; Kehoe & Wright, 2013; Messersmith et al., 2011; Van De
Voorde & Beijer, 2015). Further, ambiguity still exists about how the bundle of HRM practices
may ultimately help the organization's competitive edge. Thus a deeper understanding of
managing human resources in the banking sector context is vital. Therefore, this study aims
to contribute to this growing area of research by investigating the HPHRPs that may
contribute to the banks' success.

Literature Review
High-Performance Human Resource Practices (HPHRPs)

The concept of High-performance HR practices (HPHRPs) has emerged in the last two
decades. It is defined as HR programs to improve an organization's effectiveness by creating
conditions that allow employees to engage and work hard to fulfil their objectives (Whitener,
2001). HPHRPs involve preparation, assessment of results, knowledge sharing, and
involvement and participation (Jiang et al., 2015). HPHRPs are defined as a set of closely
related human resource practices, including training and development, performance
management and compensation, high employee participation, communication, and staffing
(Armstrong & Baron, 2009; Boxall & Macky, 2009).

On the other hand, Brewster et al (2016) argued that HPHRPs act as the intersection
between an organization's strategic planning and strategic HPHRP. HPHRPs include
recruitment and selection, performance appraisal, sharing information, productivity, future
job requirements, and determining the number and type of employees needed to achieve
strategic organization goals (Akhigbe, 2019). Hence, HPHRPs enhance these skills and
capabilities through training, performance management, participation, and rewards (Jouda et
al.,, 2016; Karam et al., 2017). Three significant HPHRPs practices benefit employees and
organizations draw considerable attention (Jliang & Messersmith, 2018): First, employees'
social and human capital and, by extension, their market values significantly increase by the
problem solving and technical training built into high-performance work systems. Chahal et
al (2016) claimed that despite the substantial research on high-performance HR practices,
there is still a lack of agreement on how high-performance HR practices affect business
performance. The proposed conceptual model includes selected HPHRPs (training and
development, employees’ empowerment, compensation and rewards) that enhance the
organizational performance by innovation as a mediator.

Training and Development

Training and development are the most crucial factors in business success. It can improve
both organization and employees (Boadu et al., 2014; Khan et al.,, 2011). Training and
development are essential to enhance the capabilities of employees. Training and
development aim to develop and execute training programs positively influencing
organizational performance (Smith & Mazin, 2011). Rowden and Conine (2005) believe that
well-trained employees will better meet the demands of their clients and partners. Taufek
and Mustafa (2018) argued that a successful well-designed training program moves the
employee from the problematic barrier to the ultimate stage and can perform the tasks
effectively. Elnaga and Imran (2013) argued that the more well-trained employee, the more
satisfied they will be with their duties; thus, increasing the productivity and profitability of
their firm.
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Accordingly, a large volume of studies investigated the impact of training and
development on organizational performance. For example, Li et al. (2006) examined the
effects of training and development on business performance, selected 194 high-tech
companies in China. The study found that HR practices positively influence technological
performance innovation. Another study by Lu et al (2015) examined the relationship between
high-performance human resource practices (HPHRPs) and firm performance in China’s
service sector. The study’s findings confirmed that training and development significantly
positively impact firm performance. In their research, Koc et al. (2014) found that training and
development positively influence organizational performance in Turkish private companies.

Employees’ Empowerment

Jiang et al (2016) claimed that when employees are motivated, they accomplish
organizational goals. Therefore, employees’ empowerment should be integrated into the
strategies of all organizations. Besides, Jiang et al (2012) argued that employees’ productivity
could increase when they have become members of a team or the shareholders of a
company. The belongingness strives to enhance business success. Thus, this feeling is one of
the many kinds of empowerment that affects employees’ workplace 2104ehavior (Sirgy and
Wu, 2009).

On the other hand, Kuvaas and Dysvik (2009) state that employee empowerment affects
employee outcomes like performance and productivity. Moreover, he found that the
empowered employees are more self-independent compared to lower empowered workers.
Furthermore, empowered individuals are more committed to their work and more eager to
accept duties. Several previous studies revealed that employee empowerment leads to
better organizational performance. For example, Meyerson and Dewettinck (2012)
investigated the effect of employees empowerment for 226 employees in a
Telecommunication Company. The study found that empowerment implementation
emphasizes the factors delegation, participating management and encouragement and lead
to employees’ performance and, in turn, increases the organizational performance. Berraies
et al (2014) examined employees’ empowerment in 248 ICT Tunisian companies; they found
that employees’ empowerment positively affects organizational performance.

Compensation and Rewards

Compensation is the remuneration given to an employee who works for the organization.
The organization’s compensation system plays a vital role in motivating the firm’s
performance and increasing productivity (Huselid, 1995). Boyd and Salamin (2001) state that
a company’s compensation practices are mainly directed by its strategy and business
requirements. Equally, employees may also discover varied motivations based on their needs,
expertise, lifestyle, or conditions (Gerhart & Rynes, 2003). Dubrin (2008) claimed that
employee performance is linked to a compensation package, contributing to considerable
organizational effectiveness.

Consequently, employees need to be given promotions, incentives, and social advantages
to encourage them to perform better (Dubrin, 2008). Pfeffer (1994) supported this argument
by highlighting that one of the elements of what influential firms do with people is incentive
pay. In addition, consumer neuroscience can provide valuable information about the neural
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correlates of rewards (i.e., monetary rewards) on how individuals can receive, process and
making-decision (see Alsharif et al., 2021e; 2021f).

On the other hand, many researchers have examined the impact of monetary and non-
monetary compensation and rewards on employees’ and firms’ performance. For instance,
(Frey & Osterloh, 2002; James, 2005) signify that figurative motives, such as
acknowledgement and other non-financial benefits, convey trust, hence increasing intrinsic
motivation in the job. Similarly, in their study, Montoro-Sanchez et al. (2011) indicated that
symbolic and financial recognition were also important stimulators for developing
entrepreneurial behaviours within SMEs. In contrast, Frey and Osterloh (2002) argue that
monetary rewards indicate control and micro-management over employees. Another study
by Carlson et al (2006) examined incentive compensation in monetary, non-monetary
benefits and bonuses for employees in family-owned SMEs. Their research results found that
high-performing companies offered more significant financial incentives at all company
levels. Similarly, in their study, Hill and Stevens (2001) argued that the more incentives
offered, the better a business and its individuals perform.

Business Performance

Business performance stands for those operations controlled by employees, contribute
to the firm’s goals and objectives, and quantify an individual’s skill level. It refers to the
amount and quality of accomplishments made by an individual or a group within an
organization (Schermerhorn et al., 2004). According to Rai et al. (2006), business
performance is the extent to which a particular business outperforms its competitors.
Business performance is a multi-dimensional construct operationalized throughoperational
excellence, customer relationship, and revenue growth (Rai et al., 2006). Absar et al. (2010)
assert that business performance is contingent upon the employees’ competence,
knowledge, and experience. Thus, they argue that an influential and distinct human resource
bundle enables the organization to accomplish this goal through effective resource
utilization, innovation, employee and customer satisfaction, and higher product or service
quality.

In the literature, business performance is measured in financial, personnel, and
operational performance. Most researchers have investigated a financial perspective,
including profitability, return on investment (ROI), return on equity (ROE), sales growth, and
revenue growth and earnings growth (Damanpour & Gopalakrishnan, 2001; Liao et al., 2009;
Liao & Wu, 2009). In contrast, operational success is measured using metrics such as the
number of faults in a product or service, the total number of client complaints, market share,
and product/service quality (Venkatraman & Ramanujam, 1986; Wright, Gardner &
Movynihan, 2003). To conduct more in-depth performance analysis, practitioners also use the
balanced scorecard established by Kaplan and Norton (2007) to assess business performance
in monetary, customer, company’s internal procedures, and innovation and learning and
growth.

HPHRPs and Business Performance-Linkage

Human resources are strategic resources essential to the organization as knowledge,
skills, abilities, behaviours, and interaction of the employees can influence organizational
performance (Osman et al.,, 2011). In a competitive global business environment,
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organizations increasingly consider their employees a critical asset that enables them to
sustain their competitive edge. (Tsao et al., 2015). Over the past two decades, research on
the relationship between HRM practices and business performance has dominated academic
and practitioner debates (Purcell & Kinnie, 2007). In addition, the HRM function has come
under pressure to demonstrate its contribution to organizational performance (Sun et al.,
2007). According to Guest (1997), a firm’s performance would be accomplished through the
employees in the organization. If appropriate HR policies and practices are well established,
they can also be assumed to impact firm performance.

Accordingly, the effect of human resource practices on organization-level results has
surpassed all other research topics in human resource management. Previous research by
Becker and Huselid (1998) indicates that human resource practices, particularly those
referred to as ‘best’ or ‘high-performance practices, are associated with business
performance, particularly those aimed at increasing employees’ abilities and empowerment.
Prior empirical studies have shown a significant relationship between HRM practices and
organizational performance. Moreover, earlier studies revealed that HRM practices were
considered a leading factor in generating firms’ growth and enhancing their performance. On
the other hand, the literature is divided on why these practices are not always successful once
implemented. This leads to whether human resource systems can generate competitive
advantages on their own or if they need to be maintained and strengthened by introducing
new constructs (Barney and Wright, 1998).

Becker & Gerhart (1996) introduced the term the “Black Box” to describe the ambiguity
of the relationship between HRM practices and a firm’s performance for understanding better
how and why HRM practices impact individual and organizational-level outcomes, including
an organization’s competitive advantage (Banks & Kepes, 2015). Thus, Patel and Cardon
(2010) claim that the causal link between HRM practices and the organizational-level
outcomes is not thoroughly explained despite the large volume of research to explain the
mediating mechanisms within this cause and effect relationship. Armstrong and Taylor (2014)
supported this argument; they mentioned two reasons that influence the establishment of a
linkage between HRM practices and business performance: First “causal uncertainty” and
“contingency factors.” These contribute to the phenomenon called the “black box.”. Scholars
generally agree on two main mediating processes between human resource practices and
performance-related outcomes. HRM practices may impact organizational outcomes directly,
such as by creating operational efficiencies (Ostroff & Bowen, 2000) by reducing labour costs
(Barney & Wright, 1998) or by indirectly by increasing the automation of services through the
use of technology (Liao et al., 2009).

More precisely, if human resource systems affect firm performance, how does this affect
manifest itself? How do these practices affect organizational performance measures? These
issues necessitate the refinement and development of the increasingly comprehensive
conceptual model of human resource practices — the relationships between firm performance
and human resource practices — that incorporate intermediate linkages and boundary
conditions(Baron & Kenny, 1986). Snell et al. (1996) attempted to articulate these
intermediary linkages and processes. In other words, it explains how or why there is a
relationship between human resource practices and organizational and employee work
performance. Therefore, this study introduced innovation as an intervention mediator
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variable to explain the mechanism to enhance the relationship between HRHRPs and business
performance in the banking sector.

Theoretical Framework and Hypotheses Development

The purpose of this study is to provide a conceptual model for the relationship between
high-performance human resources practices (HPHRPs) and business performance. Further,
understand the mediating effect of innovation between HPHRPs and firm performance. In this
study, HPHRPs (training and development, employees' empowerment, compensation and
reward) constitute the study's independent variables. In contrast, the construct of business
performance comprises the dependent variable. The innovation constructs mediate the
relationship between the independent and dependent variables. A conceptual model of this
study has been developed employing Ability-Empowerment -Opportunity (AMO) theory and
Resource-Based View (RBV) theory.

In their overview, Boselie et al. (2005) analyzed 104 empirical research studies that
examined the HR practices-performance link; they found that contingency theory, the (RBV),
and the AMO are the most frequently used at the organizational level. While (AMO) theory
by Appelbaum et al. (2000) is one of the significant theories that can help explain the linking
of HR practices at the individual level and explain the employees' behavioural outcomes in
organizations. According to Paauwe (2009), AMO theory is often used in HRM-performance
research, and more than half of the articles published after 2000 made use of AMO theory.
Besides, the AMO theory focuses on the importance of taking into account variables at the
individual level like employees' skills and competencies (A = abilities), their empowerment
(M =empowerment ), and their opportunity to participate (= O). These three theories reflect
different traditions in HRM research. In contrast,

In contrast, RBV focus on investigating HRM at the organizational level and is mainly
interested in its performance effects from a business perspective (Boselie et al., 2005). The
RBV concentrates on internal resources and categorizes them into three types: physical,
human, and organizational capital resources (Newbert, 2007). According to Wernerfelt
(1984, p. 172), a resource is defined as "anything which could strength or weakness of a
given firm." Barney (1991, 1995) classified resources into tangible and intangible assets such
as machinery, brand names, trademarks, efficient procedures, capital, and skilled
employees. The RBV provides a theoretical bridge between strategy and HRM by focusing
on the internal resources, capabilities, and competencies integral to a firm's success, such as
knowledge, learning, and dynamic abilities (Wan & Yiu, 1999; Wright et al., 2001).

Accordingly, this study proposes a conceptual model based on a comprehensive
literature review and theories. Figure 1 presents a conceptual model composed of three
variables (a) High-Performance Human Resource Practices (B), innovation (INV), and (C)
business performance (BP). The conceptual research framework shows that HPHRPs, an
independent variable (employed as an exogenous variable), would be linked with innovation
as a mediator variable and business performance as a dependent variable (used as an
endogenous variable). The research framework explains that high-performance human
resource practices are expected to be positively associated with innovation and
subsequently expected to be positively associated with business performance.
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Figure 1 Conceptual Research Model

Conclusion

The primary purpose of this study is to offer a conceptual model for the relationship
between high-performance human resource practices (training and development,
empowerment, compensation and rewards) and business performance and what
mechanisms of high-performance human resources practices affect the business
performance. Where high-performance human resource practices are the main motive of
innovation and, in turn, enhance business performance. This positive relationship could exist
by selecting proper practices such as well-designed and comprehensive training and
development programs that enhance the overall development of the employees and further
boost business performance. Additionally, enhancing employees' participation in business
management decisions and expressing their views can promote organizational loyalty, thus
improving business performance. Further, high compensation and rewards and employees'
empowerment enhance and improve organizational performance.

AMO and RBV theories support these relationships, where high-performing human
resources practices (training and development programs, employees' empowerment,
compensation and rewards) influence business performance. Therefore, firms should develop
a solid relationship with their employees to enhance and improve business performance.
Consequently, this paper intends to discover the factors that impact business performance.
Besides, appeal to more future studies about these factors and presents a general view of
what the organization needs to identify related issues with business performance. Finally,
future studies are invited to examine the proposed conceptual framework by using advanced
statistical methods to investigate the previous hypotheses and provide the findings to help
decision-makers in organizations, as well as examine that other high-performance human
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resource practices such as motivation, career development, teamwork, job security, sharing
information, and job description, and their impact on innovation and business performance.
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