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Abstract - The study aims to determine the impact of talent management on organizational performance in Nepalese 
commercial banks. It also identified how the talent management affects organizational performance. A sample of 213 
employees working in Nepalese commercial banks was randomly selected from fifteen banks out of twenty eight commercial 
banks based on operating more than ten years. Data analysis was done using descriptive statistics, Pearson correlation, 
regression analysis, Multicollinearity and F-test. SPSS AMOS 21 was used to analyze data to test hypothesis using SEM. 
The result revealed that four components i.e. talent selection (7 items), talent development (9 items) and talent retention (10) 
have significant impact on organizational performance in Nepalese commercial banks where as talent attraction (8 items) 
have insignificant impact on organizational performance (10). The findings are discussed with a view to improve the 
organizational performance in Nepalese banking sector. Modern organizational have been found to have given much 
attention on talent management for the improvement of overall organizational performance at global level. 
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I. INTRODUCTION 
 
Talent management was brought in the light after the 
publication of Mckinsey’s research in 1998. TM has 
gained much attention (Boudreau & Ramstad, 2005; 
Dries, 2013a) and has consistently grown from 
infancy to adolescence (Thunnissen et al., 2013) after 
the study of McKinsey consultants (Michaels et al., 
2001). Talent management has been the crucial 
element in modern organization (LLewis & 
Heckman, 2006; Collings & Mellahi, 2009; Silver & 
Church, 2010). Glenn (2012) advocated that the 
corporate America was to be engaged in the senior 
level executives’ talent that will ensure competitive 
advantages. Talent management involves identifying 
the talent employees who are responsible for 
achieving organization goals efficiently and 
effectively. Collings and Mellahi (2009) found that 
talent management helps to acquire competitive 
advantages in terms of quality, efficiency and overall 
organizational effectiveness. The result was in the 
same line of Exclusive Positions of talent 
management which seeks to fill “A positions” with 
“A players”, fill support positions with “B positions”, 
and outsource with “C players” ( Iles et al, 2010). 
Talent management adds value to the organizations 
by selecting right talented and competent employees 
who are responsible for providing above average 
influence on organizational performance (Boudrea 
and Ramsad, 2010). Balleseros et al. (2010) find 73 
percent of USA executives agree that there is positive 
relationship between talent management and business 
strategy   to obtain the success of organizations. It 
reveals that companies recognize the importance of 
talent management integration with business strategy 
in order to achieve organizational excellence. Talent 
management seems to be the most crucial element to 
have a winning team who will be formed by talented 

people (Davis et al., 2007). They can use this team to 
have competitive advantages in terms of strength or 
weaknesses because of competent and experienced in 
the field. A company has to make investment in their 
talented employees provided that they want to be 
successful in the days to come and meet the 
challenges of change (Snell, 2005).   Talent 
management is crucial while retaining talented 
employees in the banking industry. Talent 
management refers to the process of integrating new 
workers, developing and retaining the current 
workers and attracting highly skilled personnel to 
work for the company (Chugh and Bhatnager, 2006). 
Talent management is a very conscious and deliberate 
approach adopted by the organization to attract, 
develop and retain people who possess right 
competencies, attitude and aptitude to meet the 
strategic objectives of the organization (Stockley, 
2007). It focuses on people who got the right 
potential for achieving high performance level. The 
presence of talented and committed people with will 
power and the team spirit will, in turn, motivate other 
employees and positively impact the performance and 
growth of the organization. Generally, it has been 
observed that organizations can enhance employee 
performance through TM practices (Luna-Arocas and 
Morley, 2015; Mensah, 2015). Employee 
performance is seen as observable things people do 
that are relevant for the goals of the organization 
(Campbell et al., 1990). Project Management Institute 
Report (2013) reveals that organizational 
management strategy aligned with the talent 
management system has 72 percent success rate. 
Moreover, talent management ensures competitive 
advantages over other rivals organizations. 
Competitive advantage is acquired due to the 
competent talent employees working in the 
organization. They are the real actors of change. 
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II. HYPOTHESIS FORMULATION 
 
Boxall and Purcell (2003) argue that the firms need to 
attract and nurture people who have potential and 
ability that will contribute to enhance organizational 
performance. Katou and Budhwar (2007) studied the 
effect of HRM policies on organizational 
performance in Greek manufacturing firms that the 
relationship between recruitment and organizational 
performance is positive. 
H1: There is significant and positive impact of 
attraction on organizational performance. 
Terpstra and Rozell (1993) have found significant 
positive relationship between staffing practices and 
organizational performance in. Chand and Katou 
(2007) found positive and significant the relationship 
between selection and organization performance 
positive in Indian service industry. Furthermore, 
Ahmad and Schroeder (2003) concluded that hiring 
contributes to improve organization performance. 
These studies have measured performance using 
either operational or financial measures such as 
Terpstra and Rozell (1993) have used annual sales 
growth and profits; Chand and Katou ( 2007) used 
sales growth, productivity, profitability, goal 
achievement, good services; and Ahmad and 
Schroeder (2003) have used both operational (quality, 
flexibility, innovation) and financial ( profit, sales). 
Based on evidence of these studies it is concluded 
that selection is related with organization 
performance. Thus, it can be hypothesized as: 
H2: There is significant impact of employee selection 
on organizational performance. 
Employee development is an ongoing process of 
assisting employees on how to perform the work. It is 
one of the significant functions of Human Resource 
Management as employees are critical to an 
organizations success (Ferris, Hochwarter, Buckley, 
Harrell-Cook & Frink, 1999). A successful employee 
development results from the balance between 
individual’s career orientation and needs, and the 
organization’s mission and vision (Shelton, 2001). 
Employee development activities are important 
particularly for new employees who enter the 
organization (Holton, 1996) to build the capabilities 
appropriate for the workplace. Chand and Katou 
(2007) have found training & development is 
positively related with organization performance. 
They used sales growth, productivity, profitability, 
goal achievement, good services to measure 
performance in their studies. Based on the empirical 
evidence, it has been concluded that employee 
development has relationship with organization 
performance. Thus, it can be hypothesized as: 
H3: There is a significant impact of employee 
development on organizational performance. 
Tephillah & Swamalatha (2015) find that employee 
retention is the systematic technique to help 
employee stay for a longer period of time. 
Organizations tend to formulate suitable human 

resource policies and strategies to attract and keep 
employment of the best available talents (Shekshnia, 
1994). Retaining talent employees is a primary 
concern for many organizations because of their 
knowledge and ability needed to enhance financial 
and operational performance (Hausknecht, Rodda, & 
Howard, 2009). Hospitality organization noted that 
improved retention rates are associated with 
operational and financial performance of 
organizations (Hughes and Rog, 2008). It has been 
found that talent retention is positively correlated 
with organization performance (Kontoghiorghes and 
Frangou, 2009). Based on the empirical evidence, it is 
concluded that employee retention is related with 
organization performance.  Thus, it can be 
hypothesized as: 
H4: There is significant impact of employee retention 
on organizational performance. 
 
III. LITERATURE REVIEW 
 
Tansley et al. (2007) advocate that attraction of 
talents is related for instance to the organizational 
ability to attract external talents based on industry or 
sector image, employer branding and identification 
with the organization’s value. Other authors (Tarique 
and Schuler, 2010) emphasize the importance of 
developing a “human resource reputation” (Tarique 
and Schuler, 2010) or a “recruitment brand” (Tarique 
and Schuler, 2010) or different “employee value 
propositions” (Schuler, Jackson and Tarique, 2011) in 
order to attract talent, especially on global level. 
Tephillah & Swamalatha (2015) find that employee 
retention is the systematic technique applied by the 
management to help employee stay for a longer 
period of time. Organizations tend to formulate 
suitable human resource policies and strategies to 
attract and keep employment of the best available 
talents (Shekshnia, 1994). Some important HR 
practices reveal that can influence the retention of 
employees in the organization (Irshad, 2007). First, 
organization culture plays a crucial role in retaining 
employees in the organization. Second, family and 
flexible time option can also be considered as the 
important factor for employee retention. Third, 
compensation and recognition are considered as 
motivation to employees which leads to their 
retention in the firm. Fourth, career development and 
promotion opportunities drive retention. Retaining 
talent employees is a primary concern for many 
organizations because of their knowledge and ability 
needed to enhance financial and operational 
performance (Hausknecht, Rodda, & Howard, 2009). 
Corporate leadership council (2004) advocates that 
talent management supports employee engagement. 
Talent management is the total reward management 
which enables employees to be contented and 
satisfied at workplace four times higher leading 
employee engagement. Talent management helps to 
foster higher commitment and employees’ 
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satisfaction through engagement of employees in the 
organization. Many highly successful organizations 
such as google, Apple, IBM, Johnson and Johnson, 
GE, Ford, Amazon, Roche, Haier, Tata, Hawai, LG, 
Starbuck, DuPoint, Siemen and P & G have found to 
be practicing talent management for their 
sustainability and competitive advantages (Schuler, 
2015). 
Talent management outcome’s main objective is 
mostly related to organizational performance (Iles, 
Preece and Chuai, 2010; Bethke-Langenegger, 
Mahler and Staffelbach, 2011; Collings and Mellahi, 
2009; Capelli, 2008b; Thunnissen, Boselie and 
Fruytier, 2013a). Organizational performance is 
focused on financial outcomes (e.g., company profit) 
(Gupta, 1987; Gupta, & Govindarajan, 1984; 1986), 
organizational outcomes (e.g., market value) and HR 
outcomes (e.g., job satisfaction) (Bethke-
Langenegger, Mahler and Staffelbach, 2011; Dyer 
and Reeves, 1995) and results from individual 
performance first (Thunnissen, Boselie and Fruytier, 
2013a; Collings and Mellahi, 2009). Individual 
performance is either an outcome of motivation and 
engagement (Thunnissen, Boselie and Fruytier, 
2013a) or motivation, commitment and extra-role 
behavior (Collings and Mellahi, 2009) or employee 
ability, motivation and opportunity to perform 
(Boselie, Dietz and Boon, 2005). 

IV. RESEARCH METHODOLOGY  
 
Causal-comparative research design has been used to 
establish the empirical data on talent management on 
organizational performance. A causal-comparative 
research design has been used to investigate the 
impact of talent management on organizational 
performance in Nepalese commercial banks. This 
research design is considered the most appropriate 
methods to measure the influence of talent 
management on organizational performance in a 
natural setting through questionnaires (Ajzen, 1991).  
Employees working in Nepalese commercial banks 
have been chosen as sample to collect data through 
their real life experiences while working in the banks.  
Primary data has been used under this study. Primary 
survey based data has been collected to examine the 
impact of different talent management factors on 
organizational performance in commercial banks in 
Nepal. These included four factors affecting 
organizational performance. Forty-four items at 5 
point rating scale (Likert Scale) ranging from "1" 
strongly disagree to "5" indicating strongly agree has 
been constructed to measure the impact of talent 
management construct on organizational performance 
in Nepalese commercial banks.

 
V. RESULTS 
 

S.N Attributes Mean S.D. 1 2 3 4 5 
1 TA 3.82 0.78 1         
2 TS 4.12 0.75 .642 1    
3 TD 373 0.84 .569 .648 1   
4 TR 3.74 0.72 .674 .607 .552 1  
5 OP 4.18 0.83 .614 .619 .504 .710 1 

 

Notes: Correlation is significant at the 0.01 level (2-tailed).TA = Talent attraction, TS = 
Talent selection, TD = Talent development, tr = Talent retention and OP = Organizational 
performance 

 Table 1: Descriptive Statistics and Correlation Analysis 
 
Table 1 describes the descriptive frequency of 
variable taken under investigation in the research. 
The mean vale of variables seem to be greater than 3 
which reveals that the students are positive towards 
different variables and they have its impact on 
students’ achievement in Nepalese business school. 
Besides, the value of standard deviation has found to 
be less than 1 which reveals that data is consistent 
with minimum value 1 to maximum value 5. In 
addition, the correlation coefficients have recorded to 
be ranging from 0.504 to 0.674 which are strong to 
some extent. Table 1.1 describes about correlation 
matrix between variables under investigation. The 
result reveals that there is positive and significant 
relationship between talent attraction and 
organizational performance ( r = 0.614, p = 0.000), 

positive and significant relationship between talent 
selection and organizational performance ( r = 0.619, 
p = 0.000), positive and significant relationship 
between talent development and organizational 
performance ( r = 0504, p = 0.000), and positive and 
significant relationship between talent retention and 
organizational performance ( r = 0.710, p = 0.000). It 
shows that there is positive correlation between 
organizational performance and talent attraction, 
talent selection, talent development, and talent 
retention.  
There is positive and significant  relationship among 
organizational performance and independent 
variables. 
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 Indicators Standardized loadings Ave Cronbach's Alpha 

Talent Attraction TA1 0.57 0.75 0.74 

 TA2 0.59   
 TA3 0.74   
 TA4 0.53   
 TA5 0.61   

Talent Selection TS1 0.56 0.71 0.78 

 TS2 0.71   
 TS3 0.68   
 TS4 0.55   

Talent Development TD1 0.57 0.70 0.76 

 TD2 0.62   
 TD3 0.54   
 TD4 0.59   

Talent Retention TR1 0.64 0.63 0.84 

 TR2 0.58   
 TR3 0.67   
 TR4 0.60   

Organizational Performance OP1 0.65   
 OP2 0.67   
 OP3 0.59 0.75 0.77 

 OP4 0.56   
 OP5 0.63   

Table 2: Reliability and Standardized Loadings 
 
After data collection, a two-step structural equation 
modeling (SEM) procedure proposed by Anderson 
and Gerbeing (1998) was employed for the data 
analysis. The first step was to examine the scale 
validity using Confirmatory factor analysis (CFA), 
while second step was developed to test hypothesis 
using structural equation modeling. The absolute fit 
indices used to evaluate the overall model fitness are: 
chi-square to degree of freedom ratio (Wheaton et al., 
1977), goodness of fit index (GFI) (Hoelter, 1983), 
comparative fit index (CFI), the root mean square 
error of approximation (RMSEA) (Steiger and Lind, 
1980) should close or above 0.9 (Hoelter, 1983) 
where threshold values for CMINDF should be in 
between 1 to 3 (Carmines and McIver, 1981), GFI 
values should be close or above 0.9 (Hoelter, 1983). 
Comparative fit index (CFI) is an incremental index 
used to calculate the improvements over competing 
models (Benenler, 1990). The CFI value should be 
less above or close to 0.9, which indicates a good fit 
(Hairet al., 2009). Likewise, the value of root mean 
square of error approximation (RMSEA) should be 
less than 0.1 to be acceptable fit index. The overall 
goodness of fit indices has been shown in the table 2. 
The CMINDF value is 1.73 which is less than 2; CFI 

and GFI have recorded to be greater than 0.9; RMR is 
lower than 0.05; RMSEA is 0.02 which is less than 
0.10. It indicates that the models are satisfactory ( 
Hatcher, 1994). The cronbach alphas for all 
constructs have found to be greater than 0.7, 
satisfying the general requirement of reliability for 
research instruments. Besides, all factor loadings 
have also been recorded to be greater than cut-off 
point 0.5, showing all indicators can effectively 
measure the construct and supports convergent 
validity (Anderson and Geibing, 1988; Hair et al., 
2009). 
The validity of the constructs is measured by 
analyzing the Average Variance Extracted (AVE) and 
inter correlation matrix. First, Average variance 
extracted (AVE) value of each construct is greater 
than 0.5 which signifies a satisfactory degree of 
convergent validity (Fornell and Larcker, 1981). 
Second, square root of AVE (the diagonal in Table 2) 
of each construct was higher than the inter-
correlations of the other constructs (off-diagonal 
elements in the Table 2) support discriminant validity 
(Fornell and Larcker, 1981). Therefore, construct 
validity of the measures is adequately supported.
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5.1.   Inter Construct Correlation and Square Roots of AVE Constructs 
Factor TA TS TD TR OP 

TA 0.78     
TS 0.21 0.71    
TD 0.37 0.32 0.73   
TR 0.34 0.35 0.48 0.72  
OP 0.35 0.47 0.42 0.52 0.74 

Table 3 Inter Construct Correlation and Square Roots of AVE Constructs 
 
5.2 Standardized Direct Effects 
The direct is impact of talent attraction on 
organizational performance is 0.18. It is also 
concluded that there is a direct is a significant impact 
of talent selection on organizational performance is 
0.14. Accordingly, there is a direct impact of talent 

development on organizational performance is 0.35. 
Likewise, there is a direct significant impact of talent 
retention on organizational performance is 0.16. All 
paths are significant and statistically supported. 
Therefore, the result is supported by (Phillips & 
Roper, 2009; Arif & Uddin, 2016).  

 

Hypothesis Path 
Coefficients P-value Supported(Yes/No) 

H1: There is significant impact of talent attraction on 
organizational performance. 0.18 0.001 Yes 

H2:  There is a significant impact of talent selection on 
organizational performance. 0.14 0.001 Yes 

H3: There is a significant impact of talent development 
on organizational performance. 0.35 0.000 Yes 

H4: There is a significant impact of talent retention on 
organizational performance. 0.24 0.000 Yes 

Table 4: Path Analysis and Standardized Regression Estimates 
 
Talent attraction, talent selection, talent development 
and talent retention have shown significant and 
positive impact on talent management in Nepalese 
commercial banks on R-squared and estimated path 
coefficient for the structural model. Table 4 shows 
the standardized estimates for each regression 
coefficient and the corresponding p-value at 0.05 
level of significance. The result reveals that there is a 
significant impact of talent attraction on 
organizational performance (b = 0.18, 0< 0.01). 
Accordingly, the result concludes that there is a 
significant and positive impact of talent selection on 
organizational performance ( b = 0.14, p < 0.00). 
Likewise, the result shows that there is a significant 
and positive impact of talent development on 
organizational performance ( b = 0.35, p < 0.00). 
Finally, it is concluded that there is a positive and 
significant influence of talent retention on 
organizational performance ( b = 0.24, p < 0.00). 
 
CONCLUSIONS 
 
There is significant relationship between talent 
attraction, talent selection, talent development, talent 
retention and talent management. The result revealed 
that there is significant impact of talent attraction on 
talent management which supports the findings of 
(Phillips & Roper, 2009; Arif & Uddin, 2016). 
Likewise, talent selection has been found to have 

significant impact on talent management which is in 
the same line of (Phillips & Roper, 2009; Arif & 
Uddin, 2016)). Talent development has also 
significant impact on talent management which result 
supports the findings of (Phillips & Roper, 2009; Arif 
& Uddin, 2016). Likewise, talent retention has 
significant impact organizational performance which 
is in the same line of (Phillips & Roper, 2009; Arif & 
Uddin, 2016). 
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