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ABSTRACT

For today’s competitive environment, organizations are required to increase their performance continuously in order to survive. Human
capital is one of the most important aspects, which increases performance. In this study, the influence of human capital on organizational
performance is examined. The study was conducted between November 2016 and January 2017 in private healthcare organizations
operating in Istanbul. The sample includes the managers working in healthcare organizations. According to the findings, it is founded that
there is a positive but low correlation between human capital and organizational performance. Similarly, according to the managers,
human capital influences organizational performance in a positive way, however its affect is relatively low. Depending on these results, it is
concluded that managers’ awareness related to human capital is not sufficient, and increasing these awareness in further studies is
recommended.
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1. INTRODUCTION

By globalization, important developments in business world have been occurred, and businesses have started to face with
an intensively competitive environment. Today, organizations are dealing with issues of increasing market share, satisficing
customer expectations, competing, reducing costs, and operating with low profitability. Therefore, taking these efforts into
account, it is possible to argue that increasing organizational performance becomes one of the most important conditions
of organizational survival. Organizations, who increase their performance, can obtain competitive advantage, and achieve
their goals more easily. One the most important determinants of organizational performance is human capital.

Human capital constitutes the most important part of competitive advantage for most organizations, and it has an
important influence on organizational success, performance, and efficiency (Yen, 2013). Human capital also has an
important role on healthcare organizations in order to survive, increase performance, and obtain competitive advantage. In
this study, it is aimed to reveal the influence of human capital on organizational performance in healthcare organizations.

2. LITERATURE REVIEW

2.1. Human Capital

Human capital refers to the knowledge level, skills, and abilities of the employees in an organization, and it is the main
starting point of innovation process (Ozaydin, ilhan and Bayrak, 2015). Human capital is one of the most important and
valuable assets of an organization, and organizations may achieve important benefits through human capital. Moreover,
human capital also helps organizations to become more effective and efficient, and reach organizational goals (Awan and
Sarfraz, 2013).
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Today, organizations aim to get competitive advantage are using their employees as a competitive instrument. Increasing
employee productivity to get higher value and efficiency has become an important and remarkable strategy. Organizations
aim to optimize their workforce not only to achieve their organizational goals, but also to execute long-term plans and to
achieve sustainability. As a result, organizations apply human capital development programs in order to optimize their
workforce. Therefore, organizations are inclined to invest human capital in order to transform and develop their employees
to a workforce with appropriate knowledge, skills, and abilities required for highly changing and complex environment.
(Marimuthu, Arokiasamy and Ismail, 2009).

2.2. Human Capital and Organizational Performance Relationship

Today, business world emphasizes the importance of organizational performance. There are numerous ways of determining
organizational performance (Zehir, Can and Karaboga, 2015). These criteria are classified as financial and non-financial
performance measures. Financial performance criteria include profitability, total sales volume, return on investment, and
they have been used for long time in organizational performance measurement. However, these criteria are criticized by
authors due to their certain shortcomings, such as not completely reflecting the performance. Therefore, organizations, in
addition to financial criteria, also use non-financial indicators such as product quality, customer and employee satisfaction,
and innovation (Erdem, Gokdeniz and Met, 2011).

Human capital influences organizational performance positively, and provides competitive advantage through increasing
organizational performance. Human capital investments have become important parts of organizational performance
increasing methods (Marimuthu, Arokiasamy and Ismail, 2009). According to the studies, there is a positive relationship
between human capital and organizational performance. For instance, Sharbati, Jawad, and Bontis (2010) found a positive
relationship between human capital and organizational performance. Moreover, Crook et al. (2011) suggest that human
capital positively influences organizational performance. Drawing on the literature reviewed and the empirical studies
above, the following hypotheses are developed:

H1: There is a positive relationship between human capital and organizational performance.
H2: Human capital influences organizational performance positively.
3. DATA AND METHODOLOGY

The study was done between November 2016 and January 2017 in private healthcare organizations operating in Istanbul.
The sample of the study involves the managers working in these organizations. Data were collected through using surveys,
and 102 survey forms were collected. The survey used in the study has three parts. First part is based on demographic
information. Second part is based on determining managers’ perception about human capital structure in their
organization. In the development of the second part, we relied on the studies done by Topaloglu and Bayrakdaroglu (2012)
and Yildiz (2011). Third part is based on determining managers’ perception about organizations’ performance. In the
development of this part, we relied on the studies done by Kiiglik and Kocaman (2014), and Zerenler (2005). Statements in
the survey are based on 5-point Likert scale (Totally Disagree, Disagree, Neither Agree nor Disagree, Agree, Totally Agree).

In the data analysis process, descriptive statistics were calculated. In determining construct validity of human capital and
organizational performance scales, Exploratory Factor Analysis (EFA), and Confirmatory Factor Analysis (CFA) were used.
Moreover, fit indices were calculated as well. In order to determine the reliability of the scale, Cronbach’s Alpha coefficient
was calculated. In addition, Pearson correlation and regression analyses were used to determine the relationship between
human capital and organizational performance. The results were evaluated in 95 percent confidence interval, and 5 percent
significance level.

4. FINDINGS AND DISCUSSIONS

53 (52 percent) of the managers participated in the study are lower-level managers, 36 are middle level managers (35.3
percent), 13 (12.7 percent) are top managers. 20 (19.6 percent) of them are working for 1-3 years in their organization, 25
(24.5 percent) are working for 4-6 years, 19 (18.6 percent) of them are working for 7-9 years, and 38 (37.3 percent) are
working for 10 or more years in their organizations.

Tablel: Exploratory Factor Analysis about Human Capital

Items Factor
Loadings
HC3.Employees are eager for teamwork. .80
HC4. Employees feel that they belong to the organization, and their commitment is high. .76
HC2. Employees use their time efficiently, and show high performance. .76
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HC6. Employees don’t avoid taking risks to succeed .70
HC5. Employees are willing to share their knowledge and abilities with their peers. .70
HC7. There is an effective communication between managers and employees. .66
HC1. Each employee has unique knowledge, in addition to being creative and innovative. .63

KMO and Bartlett tests were applied to determine the appropriateness of data set. KMO score was found to be 0.83, and
Bartlett test was found to be significant (p<0.01). Findings of the exploratory factor analysis are given in Table 1. After
factor analysis, statements were grouped under a single factor with seven statements, which explains 51.62 percent of the
total variance.

Figure 1: Confirmatory Factor Analysis on Human Capital
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Confirmatory factor analysis is done in order to evaluate whether the 7-items structure of the human capital is confirmed or
not. The obtained model is given in Figure 1. Fit indices are found to be as CMIN/df=1.64, NFI=0.92, IFI=0.97, TLI=0.94,
CFI=0.97, RMSEA=0.08. According to these results, it is concluded that the fit indices are sufficient. Cronbach’s Alpha
coefficient, which is calculated to determine reliability of the scale, is found to be as 0.84, which indicates that internal
reliability of the scale is high.

Table 2: Exploratory Factor Analysis about Organizational Performance

Items Factor
Loadings

OP6. Our organization has a higher level of goal achievement .88
OP4. Market share of our organization is high. .78
OP2. Quality of our products and services are high. 77
OPS5. Our organization has high level of efficiency. .75
OP8. Our organization has high level of profit. 74
OP3. Our organization has a higher level of success related to developing 73
new products and services. )
OP7. Our organization has a high sales volume. 72
OP1. Our organization has a higher level of patient satisfaction level. .60

KMO and Bartlett tests were applied to determine the appropriateness of data set. KMO score was found to be as 0.89, and
Bartlett test was found to be significant (p<0.01). Findings of the exploratory factor analysis are given in Table 2. Depending
on the results of factor analysis, statements were grouped under a single factor with eight statements, which explains 56.05
percent of the total variance.
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Figure 2: Confirmatory Factor Analysis on Organizational Performance
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Confirmatory factor analysis is done in order to evaluate whether the 8-items structure of the human capital is confirmed or
not. The obtained model is given in Figure 2. Fit indices are found to be as CMIN/df=1.55, NFI=0.93, IFI=0.97, TLI=0.96,
CFI=0.97, RMSEA=0.07. According to these results, it is concluded that the fit indices are sufficient. Cronbach’s Alpha
coefficient, which is calculated to determine reliability of the scale, is found to be as 0.88, which indicates that internal
reliability of the scale is high.

Table 3: Correlation Analysis

Human Capital
Pearson Correlation .208*
Organizational Performance Sig. (2-tailed) 036
N 102

*. Correlation is significant at the 0.05 level (2-tailed).

According to the correlation analysis given in Table 3’, there is a significant and positive, but low relationship between
human capital and organizational performance (r=0.208).

Table 4: Influence of Human Capital on Organizational Performance

Unstandardized Coefficients
Independent Variable 5 t Sig.
(Constant) 3.99 15.68 .000

Human Capital 0.16 2.13 .036

R’= 0.043
F=4.52
Sig.=0.036

Dependent Variable: Organizational Performance

According to the regression analysis given in Table 4, human capital influences organizational performance both positively
and significantly (8=0.16, t=2.13, F= 4.52, p<0.05). 4.3 percent of the variance in organizational performance is explained by
human capital (R?=0.043). These results indicate that human capital is an antecedent of organizational performance,
however its determining magnitude is low.
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When Table 3 and Table 4 are examined, it is seen that hypotheses H1 and H2 are accepted. According to the results, it was
found that there is a positive but low relationship between human capital and organizational performance. Similarly, it is
concluded that human capital affects organizational performance positively, whereas its effect is low. This situation can be
explained with managers’ lack of awareness related to the importance of human capital. However, in another study done in
different sector, the relationship between human capital and organizational performance was found to be both positive
and higher. Moreover, the influence of human capital on organizational performance was also be found higher in that study
(Samad, 2013).

5. CONCLUSION

Intense competition within the healthcare sector, cost pressures, and increase in the expectations of patients have been
forcing healthcare organizations to increase their performance. Together with highly skilled employees, investments on
human capital, which is an antecedent of organizational performance, will increase organizational performance. Therefore,
healthcare organizations, which are labor-intensive businesses, are required to perform appropriate and effective plans on
human capital. Moreover, managers’ awareness and perceptions about human capital must be increased as well. One
limitation of this study is that it has a limited sample. However, this study has significance in terms of demonstrating the
importance of human capital, and its relationship with organizational performance. For further studies, including higher
sample sizes is recommended.
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