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Abstract 
Purpose: Human resource plays a pivotal role in the overall development of 
any organization irrespective of technological changes taking the lead. The 
study aims to analyze the role of human resource in the Merchant banks that 
facilitate in offering quality services rendered based on the decision making 
comprising of confidentiality, analytical skills, and problem-solving ability. 
Design/Methodology/Approach: 50 respondents from the Merchant banks 
operating in urban Bangalore were surveyed to collect the primary data col-
lected based on a structured questionnaire using a stratified sampling me-
thod. Confidentiality, analytical skills, problem-solving ability, technology & 
service are the variables used to test the Structural Equation Model (SEM) 
using SPSS AMOS (Analysis of Movement variance). Findings: SEM has 
been applied to validate the model fit to test if there is a significant effect of 
human resource in the decision making for the Merchant banking services 
rendered. The findings resulted that confidentiality is the most influencing 
path in the model with standardized coefficients being 0.986 and followed by 
problem-solving ability being 0.972. Originality/Value: Artificial Intelligence 
has been taking over every aspect of the business reducing the workforce in 
the modern era of globalization as technology-enabled systems can be more 
accurate and useful in decision making, and human resource plays a pivotal 
role in interpreting the systems. 
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1. Introduction 

Banking is one of the most promising service industries that facilitate the flow of 
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money in the economy and plays a significant role in the development of a na-
tion. They are highly regulated financial institutions, which brings stability to 
the economy as they have access and stores information related to their clients, 
which are very sensitive. Customer relationship management has been a signifi-
cant area of focus in the industry to improve the service quality, retention of ex-
isting clients, and attract new clients. Stringent regulations and increasing com-
petition have made banks to create an edge over others by implementing inno-
vative technology in their business models [1]. 

Human resource in the banks handles the complicated financial resources and 
manages the economic risks at a broader level that poses many challenges. This 
emphasizes on efficient and skilled human resources who can integrate cognitive 
thinking skills with technology. Interaction with customers and clients can 
create more business and generate revenues [2]. Incidents of identity theft, bank 
fraud, corporate accounting scandals, and online embezzlement have to be ad-
dressed more scientifically, which can be prevented by human intervention. It 
creates more employment opportunities for fraud analysts in the Merchant 
banks as well. 

Merchant banking is the most challenging and unique segment of banking 
that requires critical personnel to be more proactive in the area of portfolio 
management, reconciliation, risk management, and client reporting at various 
levels of operations namely front end, middle end, and back end. Employees in 
these banks are playing a very crucial role because they refrain from disclosing 
any form of financial market-related information. They must adhere to the 
compliance, be capable of making timely decisions in the area of the asset class, 
and risk undertaking ability after analysis of return [3]. They also must ensure 
the fund is left unattended when there is excess cash contribution by the client, 
fund likely to be overdrawn. Timely communication, validating of credibility, mul-
tiple source verification, and effective decision making require experience. Con-
fidentiality is the expectation as the funds tend to seed with a huge quantum of 
money which can be invested only by financial institutions, central banks, and 
high net individuals. The entire business can be turned upside down if there is any 
ignorance at any level by these employees who offer the banking solutions [4]. 

The manuscript is organized as follows with the introduction of the concept, 
and the research gap in exploring the importance of human resource in this dig-
ital world. Theoretical background and conceptual framework enabled in laying 
the foundation to the research objectives in assessing the quality service ren-
dered by the employees. The structural equation model has been an attempt to 
develop a model to statistically fit the objective and facilitate in testing the hy-
pothesis created which confirmed the importance and significant contribution of 
human resource in the Merchant banks during the delivery of quality service. 

2. Theoretical Background 

A theoretical framework can be adapted to measure the efficiency of the banking 
services considering the human resource as an essential component that in turn, 
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has an impact on the quality services rendered and the overall performance of 
the bank [5]. Information technology is revamping the functionalities of the busi-
ness to a significant level concerning to workforce and their sustainability; hu-
man resource management plays a vital role in bringing considerable changed in 
the business operations [6]. Customer relationship management facilitates banks 
to acquire new clients, retain existing customers, and attract prospective future 
customers who require active integration between technology and eminent per-
sonnel ultimately maximizing the value of a business [7]. PCA (Prompt Correc-
tive Actions) and DEA (Data Envelopment Analysis) models are adopted to 
evaluate the efficiency of decision making in banks that support the overall per-
formance of the banks. These models focus on a framework to ensure the sound 
financial health and the analysis, which requires the solutions to the various prob-
lems addressed respectively [8]. Robust and effective human resource strategies 
can contribute towards better management of back-end employees in the Mer-
chant banks encourages banks with international business operations to handle 
the responsibilities and activities performed comprise of an important asset in 
the organization [9]. The Commitment of the employees towards the organiza-
tion with embed training programs, job experience, mentoring, which leads to 
the satisfaction of the employees, which results, in turn, offering quality services 
to the clients. Trust and loyal workforce ensure in bringing more productivity in 
the business [10]. Human resource plays a vital role while framing economic 
policies, and financial regulations to facilitate maintaining policies of banking 
secrecy, stability in a financial position [11]. Technological innovations have al-
ways shaped the banking business in a dynamic angel resulting to more rede-
fined integrated strategies impacting the customer relationship, innovative busi-
ness models, designing the customized products and services, and addressing fi-
nancial criticalities which ponder over the relationship between technology and 
financial leverages [12]. 

Conceptual Framework 

The Banking sector has always been facing challenges towards people and risk 
management in their operations. Effective risk management can result to be im-
possible without the quality and skilled workforce. Human resource plays a pi-
votal role in the Merchant banks rendering services in the critical areas like Core 
HR activities, payroll management, training & development, professional servic-
es, recruitment, talent management, and workforce management. The current 
business firms have realized the significance of their human resource by treating 
them as human capital on the assets side of the balance sheet rather than con-
cluding as a cost to the company. 

3. Empirical Research 
3.1. Research Model 

Scope of the survey 
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The geographical coverage of this survey belongs to urban Bangalore in Kar-
nataka, India.  

Statement of the problem 
Artificial Intelligence has been taking over every aspect of the business in the 

modern era of globalization. Though technology-enabled systems can be more 
accurate and useful in decision making, human resource plays a pivotal role in 
interpreting the systems. Hence, the researcher has attempted to analyze the role 
of human resource in Merchant banks concerning decision making, prob-
lem-solving ability. 

Objectives 
To assess the impact of human resource on the services offered by Merchant 

banks. 
Sample size 
The respondents belong to employees of Merchant banks operating in Banga-

lore urban were chosen for the study. 
Sampling technique 
Stratified random sampling method comprises of arriving at a specific sample 

size involving the division of the population into smaller groups formed as 
“Strata” means certain common characteristics of the population chosen for the 
study. The stratified sampling technique has been applied to collect the sample 
size of 50 respondents.  

Methods of data collection 
A structured questionnaire based on the Linkert scale was designed to collect 

the primary data from the respondents working in the leading Merchant banks 
operating in urban Bangalore. 

Variables 
Confidentiality, analytical skills, problem-solving ability, technology, service. 
data analysis and tool 
Structured Equation Model and Statistical tool applied is the Statistical Pack-

age for Social Science (SPSS) with Analysis of Moment Structures (AMOS). 
Limitations of the study 
The foreign Merchant banks operating only in Bangalore Urban. The concept 

from the area chosen for the study is very new, and there are not many empirical 
contributions in this field of Merchant banking due to which having a deeper 
understanding is still to be explored and has limited the researcher. 

3.2. Scope for Further Research 

There is scope for further research in the area of application of blockchain & ar-
tificial intelligence in various segments of HR, can perform comparative study 
before & after implementing the technology. Further study may be looked into 
in this area by applying advanced methodologies. 

3.3. Hypothesis 

H0: There is no significant impact on human resource in decision making for 
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Merchant banking services rendered. 
H1: There is a significant impact on human resource in decision making for 

Merchant banking services rendered. 

4. Results 

Reliability test of internal consistency was performed to measure the reliability, 
which resulted (Cronbach α = 0.902) for the 50 items considered for the study 
based on the formula as below. 
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where N = 60, e = 5 per cent, z = 1.96, thus arriving at a sample size of 50. 
Figure 1 reflects the SEM model based on the standardised coefficients on 

service in Merchant banks applied for the testing of goodness of fit in the quality 
services offered by the competitive human resource, who play an eminent role in 
decision making with components of HR1 (Confidentiality), HR2 (Analytical 
skills), HR3 (Problem solving ability), and HR4 (Technology) in an investment 
bank. e1, e2, e3, and e4 being those influencing factors of the variables, namely 
ethical values, professionally certified, experience, and compliance, respectively.  

Table 1 reflects the model fit summary, found that the calculated p-value is 
0.713, which is higher than 0.05, indicating the model fits perfectly. It resulted 
that GFI, AGFI, NFI, and CFI are more significant than 0.90 indicates that it is a 
perfect fit. RMR and RMSEA are less than 0.08.  

Table 2 shows that the unstandardized coefficient of Service offered based on 
confidentiality is 1.00, analytical skills are 0.537, the problem-solving ability is 
0.93, and Technology is 0.78. The estimated positive sign implies that such effect 
is positive that confidentiality, analytical skills, problem-solving ability, and 
technology would increase by 1.00 for every client and this coefficient value is 
significant at 1 per cent level. 

 

 
Figure 1. Structural equation model (SEM) based on standardised coefficient on service 
in Merchant banks. Source: Computed based on primary data.  
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Table 1. Model fit summary of structural equation model. 

INDICES VALUE SUGGESTED VALUE 

Chi-square value 1.75 - 

DF 1.00 - 

p-value 0.713 >0.05 (Hair et al., 1998) 

Chi-square value/DF 0.135 <5.00 (Hair et al., 1998) 

GFI 0.999 >0.90 (Hu and Bentler, 1999) 

AGFI 0.986 >0.90 (Hair et al. 2006) 

NFI 0.999 >0.90 (Hu and Bentler, 1999) 

CFI 1.000 >0.90 (Daire et al., 2008) 

RMR 0.006 <0.08 ( Hair et al. 2006) 

RMSEA 0.000 <0.08 ( Hair et al. 2006) 

Source: Computed from primary data. 

 
Table 2. Variables in the structural equation model analysis. 

Variables (B) S.E of B (Beta) t value p-value 

Confidentiality  Service 1.000 - 0.986 - - 

Analytical skills  Service 0.537 0.68 0.760 7.891 <0.001** 

Problem solving  Service 0.930 0.45 0.972 20.64 <0.001** 

Technology  Service 0.78 0.76 0.146 1.019 0.308 

**Significant at 0.001 per cent level. Source: Computed from primary data; (B): Unstandardized co-efficient, 
(Beta): Standardised co-efficient. 

5. Findings & Discussion 

Analytical skills combined with technology-enabled systems, lead to better deci-
sion making by the various key personnel in the company who hold designations 
like portfolio managers, portfolio analysts, and compliance officers. Based on 
Standardised coefficient, confidentiality (0.986) is the most influencing path in 
this SEM model, followed by Problem-solving ability (0.972), analytical skills 
(0.760) and technology is the least influencing factor (0.146). Employees at the 
middle office and back-end offices are expected to possess the ability to solve 
complex problems encountered during the operations so that the decision mak-
ing at the front office becomes easier and robust. Hence, SEM has proved that 
confidentiality (0.986) is the most influencing path followed by problem-solving 
ability (0.972) based on Standardised coefficient. Since the parameters of the 
model fit summary table has the values within the threshold concerning GFI, 
AGFI, NFI, CFI, RMR & RMSEA along with the probability value falling within 
the permissible range, the null hypothesis gets rejected at 0.001 percent level of 
significance. Hence, the alternative hypothesis is accepted which proves that the 
designed model fits perfectly to the concept and indeed human resource play an 
important role during this digital era and cannot be replaced by any artificial in-
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telligence of innovative technologies. There are many other factors which can in-
fluence the quality of service rendered apart from the variables, namely confi-
dentiality, analytical skills, problem-solving skills, and technology. However, the 
researcher has focused on the chosen variables as these can be considered as the 
key factors in rendering the quality service, which requires rational thinking by 
human resources. 

6. Conclusion 

Human Resource Management provides competitive operational expertise lead-
ing towards profitability and improves the efficiency of the business. The most 
important attribute in these banks is the confidentiality about the strategies 
adopted, key information which could influence the strategic move of the busi-
ness, timely reporting to the clients and other parties like custodian and brokers, 
non-disclosure of the client details with either other employees of the same or-
ganization of competitors. Trust and better customer relationship management 
are the key components of success to an investment bank. The results obtained 
from the statistical tool reflect that for any organization to create an edge over 
others and to sustain in the long run, confidentiality towards the clients, stake-
holders are the most important component to retain the goodwill. However, the 
decision-making skills always vest in the hands of the human resource irrespec-
tive of advancement in technology when the results are derived from the sys-
tems. Problem-solving skill is another important factor for the analysts to em-
power the Merchant banks who are proactive in fixing the issues at the earliest 
ensuring there is no impact on the fund management, goodwill and business due 
to the delay in addressing the complex problems encountered by the employees. 
The variables in the model analysis also confirm that technology does not affect 
the intellectual skills of the human resource as it can only aid in smoothening 
the process flow, reducing the cost, reducing the workload of employees, and 
creating fool-proof documents and mechanism but cannot replace the human 
brains who have ultimately created this technology. Hence, the delivery of effec-
tive service to the clients maximum depends on the components of confidential-
ity, problem-solving skills, and analytical skills but not dependent on the tech-
nology. 
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Appendix 

• GFI—Goodness of Fit Index 
• AGFI—Adjusted Goodness of Fit Index 
• NFI—Normed Fit Index 
• CFI—Comparative Fit Index 
• RMR—Root Mean Square Residuals 
• RMSEA—Root Mean Square Error of Approx 
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