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Abstract 
Main purpose of this paper is to check the effect of human capital on 

organizational performance in performance of social capital as 

moderator. Main contribution of paper is that social capital has not 

been taken as moderator before in previous studies as found from 

critical literature review. In order to find out the impact of human 

capital on organizational performance in presence of social capital as 

moderator, present study is carried out in service sector of Punjab, 

Pakistan. For this purpose data was collected from five major cities of 

Punjab, Pakistan. Respondents were faculty members of universities 

and officer grade employees of banking sector. Analysis showed that 

social capital act as enhancer in between human capital and 

components of organizational performance which are job satisfaction, 

life satisfaction and career satisfaction.   

 

Keywords: Human Capital, Social capital, Organizational Performance, Career 

Satisfaction, Job Satisfaction, Life Satisfaction 

 

I. Introduction 
 In today’s fast changing environment, where the globalization is taking place 

everywhere, it is a challenge for organizations to be remaining competitive in market. 

Human capital is one of biggest source of competitive advantage for organizations that 

cannot be easily imitated by other organizations while other capital like structural or 

financial capital can be copied easily. Right quantity and quality of human capital is a 

source of success and strength of any organization.  According to different scholars like 

Burt, 2000; Kwon & Adler, 2002, etc. defined the social capital as “ team spirit, 
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harmony, confidence, and easiness that derive from social relationship involving family, 

friends, workmates and others and provide access to valuable resources such as 

information, influence and unity that facilitate action.” 

 

 In economics aspects, capital talk about asset (whether money related) which are 

utilized for generation of merchandise; it can likewise elude totally assets that acquire 

pay. Human capital and social capital are terms utilized as a part of the sociologies to talk 

about practically equivalent to ideas as to social assets got from societal organizations 

(social capital) and discrete improvement (human capital). There exists a straightforward 

connection between human and social capital. It is agreed by most of people that when 

there exists a strong relationship between children and parents and parents and teachers 

of children (social capital) contributes to good learning of children (human capital). In 

any case, the opposite is not that simple. Besides, human capital and social capital are 

challenged ideas; contentions and claims about the affiliation among the two are quiet 

difficult. By keeping in view the importance of human capital and social capital, present 

study is going to test the impact of human capital on components of organizational 

performance which are job satisfaction, career satisfaction and life satisfaction of 

employees by taking social capital as moderator.  

 

II. Literature Review 
A. Human Capital 

 By, 1993, human capital hypothesis is coming about because of hypothesis of 

macroeconomic improvement. According to macroeconomic development theory, human 

capital investment means to invest in human resource on their education, health, medical 

etc. in order to enhance their meta-competencies. This investment is not a cost but rather 

an investment that will give benefit to organizations which will become a source of 

competitive advantage for the organization (Becker’s 1993). Classical economic theory 

considers human capital as labor that can be used for purchase and sale etc. Classical 

theory focuses on exploitation of labor through capital. This term refers to human capital 

in today’s era and is used as an instrument to be remain competitive in market. According 

to Becker (1993), investment in human being through capital is one of most crucial 

capital that gives advantage in short as well as in long run to firms. Human capital refers 

to knowledge, skills, and expertise one gains through education and training etc. 

According to Ali et al. (2012), human capital refers to “ hours worked, work experience 

organization tenure, job tenure, willingness to transfer, educational level, international 

work-experience, career planning, political knowledge and skills etc.”. 

 

B. Social Capital 

 Social capital is a resource which can be made and misused both at an individual 

and aggregate level (Bowles and Gintis, 2002). Basic setting impacts an individual's 

recognitions, activities and encounters (Yang et al., 2009). In a specific social setting, 

people secure social capital through purposeful moves and can make point of preference 

of it to get financial returns. The capacity to do as such depends, all things considered, on 

the way of the social commitments, organizations and systems that they have available to 

them (Bourdieu, 1986). The expansion of social capital at an aggregate level among 

numerous people has vital social ramifications. Social capital developed over a 

topographical range might give advantages to the entire populace. In situations with high 
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social capital levels where there is a multiplication of informal communities encouraging 

connections between people, the probability of rehashed organization between specialists 

rises. 

 

C. Organization Performance 

 Organization Performance is characterized as "the financial results coming about 

because of the interchange among an organization's attributes, activities and 

environment" (Combs et al., 2005, p.261). Domain of organizational effectiveness can 

only be specified if we relate it to broader construct of organizational effectiveness. 

Organization effectiveness can be defined as: "the level which organizations are 

accomplishing every one of the reasons they should" (Strasser, Eveland, Cummins, 

Deniston, and Romani, 1981, p. 323). Organizations acquire distinctive effectiveness on 

the basis of diverse constituencies. Firm performance and other performance concepts 

like corporate environment or social performance are main focuses of organization 

effectiveness which are of main concern or practice and research. 

 

 Venkatraman and Ramanujam’s (1986) performance-measurement framework 

focuses on multiple indicators of organizational performance like financial performance, 

operational performance and overall effectiveness.  Financial performance includes 

overall profitability. Operational performance refers to non-financial dimensions. 

Operational performance includes both product-market outcomes and internal process 

outcomes. Measurement of overall effectiveness reflects a wider conceptualization of 

performance and includes reputation, survival, perceived overall performance, 

achievement of goals, and perceived overall performance relative to competitors (Lewin 

and Minton, 1986; Venkatraman and Ramanujam, 1986). 

 

 Lin, N. (1982) stated that feedback is the proper way of getting improvements in 

individuals, groups or organizations. Feedback is the way of communicating the 

performance to individuals, work groups or organizations. Quantification of anything is 

necessary before we want to measure it. Performance can only be improved if we can 

measure it. First step to improvement is measurement of something. Although 

performance is measure of quantification. Bosses should be careful of performance 

measurement as every performance indicator has negative consequences as well if they 

are not correctly used. Situational factors like environment or negative consequences 

should be taken into consideration when we take into consideration performance 

measures. 

 

 Kaplan and Norton (2001) contend that the balanced scorecard approach operates 

from the perspective that more than financial data is needed to measure performance and 

that non- financial data should be included to adequately assess performance. They 

suggested that any performance measurement framework should have four perspectives:  

financial perspective; internal business perspective; customer perspective; innovation and 

learning perspective. Financial perspective: Return of Capital Employed, Economic value 

added, Sales growth, Cash flow; Customer perspective: Customer satisfaction, retention, 

acquisition, profitability, market share; Internal business process perspective - Includes 

measurements along the internal value chain for: Innovation - measures of how well the 

company identifies the customers’ future needs; Operations - measures of quality, cycle 
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time, and costs; Post sales service - measures for warranty, repair and treatment of defects 

and  returns;   Learning  and  growth  perspective  Includes measurements  for: People - 

employee retention, training, skills, morale; Systems - measure of availability of critical 

real time information needed for front line employees. 

 

D.  Human Capital and Organization Performance 

 The  human  capital  focuses  two  main  components  which  is  individuals  and  

organizations.  This concept has further been described by Gilbert,   N.   (2001)  that  

human  capitals  have  four  key  attributes  as follows:  (1)  flexibility  and  adaptability  

(2)  enhancement  of  individual  competencies  (3)  the  development  of organizational  

competencies  and  (4)  individual  employability.  It  shows  that  these  attributes  in  

turn  generate add  values  to  individual  and  organizational  outcomes.”   Review of the 

role of human capital in economic development indicates that gives the same role what 

industrial revolution played for the physical capital knowledge era will play. Hitt, 

Bierman, (2001) Shimizu and Kochhar focus on human capital or human workforce 

works as a mediator between the performance of employees and the type of capital within 

the range of 1987-91 that affected 93 organizations to analyze data from a study 

investigating the firm's planning. 

 

 Skerlavaj, M. & Dimovski, V. (2006) observed that there exist positive association 

between human resource capital and organizational performance in 38 software 

developing organization. Chen, Chang and Hwang (2005) examined that the 

organizations which have efficient human capital have greater book value and compare to 

other organizations and found that efficiency of human capital has influence on the 

financial performance of a company. Schmidt (2003) said that human capital plays a key 

role in the success of organization. 

 

 The above studies shows the importance of investment of company in human 

capital, practices of HR and its association with performance of the company and its 

productivity both at macro and micro level. All these studies had been conducted in the 

developed countries of the world. The main theme of this study is to examine the relation 

of human capital with performance of the firm in developing nation of world. 

 

 Bontis et al in 2007 has verified the relationship between the performance of the 

firm and human capital. Bontis et al in 2007 proves the connection between human 

capital and organizational performance and delivers sustenance for growth and exercise 

of human capital. Uzzi, B. (1997) led an exploration to research the significance of 

human capital on the hierarchical absorptive limit concentrating on the assembling and 

benefit segment of Denmark. Absorptive capacity is taken as independent and innovative 

performance as dependent variables. The results show the significant and positive 

relationship between the absorptive capacity which is independent variable and 

innovative performance which is dependent variable. 

 

 Dakhli & Clercq, (2006) in their study observed the impact of human capital and 

social capital in innovative behavior of employees in different countries, concluding that 

there exist positive association between human capital and trust, while a little bit positive 

association between trust and innovative behavior of employees and a negative 
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association is also found between civic behavior and innovative behavior of employees, 

and this study focuses on innovation up to a greater extent.  

 

 Research of Stiles, P. & Kulvisaechana, S. (2014) “drove an investigation to know 

the impact of academic capital on the corporate business. They accumulated data by 

method for analyst through the metal business of Iran. The hypothesis were recognized 

along these lines exhibited that academic capital is one of the basic wellspring of 

expanding centered edge and is helpful in enhancing the execution of the affiliation and 

in their change and is also valuable in propelling the entrepreneurial activities of the 

associations.” 

 

 Manev, I. M., Gyoshev, B. S. & Manolova, T. S. (2005) conducted research on the 

relationship between organizational human capital and organizational performance. 

Questionnaire has been used to collect the data from a sample of 237 employees working 

at executive positions in different organizations. For analysis purpose, different 

regression techniques were used. Researchers concluded that organizational human 

capital has positive impact on organizational performance. Honig, B. (2010) conducted 

the research between human capital and firm performance. For this purpose human 

capital of managerial position from five different sectors were selected. Total respondents 

were 199. Structural equation modeling approach was used to test the relationship. 

Investigators concluded that human capital has positive association with organizational 

performance of employees. 

 

 Sriyani (2013) theoretically explained the relationship between human capital and 

its relationship with success of small firms. Researchers stated that if owner of business 

have good human capital, then that will enhance the organizational performance. 

Marimuthu et al. (2009) hypothetically investigated the impact of human capital 

development on association's standard performance. Researchers expressed that Human 

capital is getting more extensive consideration with expanding globalization furthermore 

the immersion of the employment market because of the late downturn in the different 

economies of the world. Developed and developing countries put stresses on a more 

human capital development towards accelerating the economic growth by devoting 

necessary time and efforts. In this manner human capital advancement is one of the major 

answers for enter the worldwide stadium. In particular, firms must put fundamental assets 

in creating human capital which have a tendency to greatly affect execution.  This paper 

examines the extent to which human capitals have direct impacts on firm performance 

from various critical perspectives. “Firm performance is viewed in terms of financial and 

non-financial performance. Finally, this paper develops a model that explains the 

relationship between human capital and firm performance.” 

 

 Nejadirani et al (2010) examined the influence of intellectual capital management 

on the organizational performance of the taxation office in the North Khorasan province. 

They used the key variables; human capital, rational capital and structural capital. They 

used primary data. Apply the simple regression model to analyze the relationship 

between intellectual capital and organization performance. Result showed that positive or 

direct influence of the intellectual capital on organizational performance. Abdul et al 

(2013) investigated the influence of intellectual capital on organizational performance of 
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the Jordaniah Telecommunication Company. They used the variables such as; Human 

capital, Social capital, Structural capital, Rational capital in his report. They collected the 

date through the primary source. They employed the statistical techniques such as; T-test, 

AOVA test, correlation and multiple regression analysis on collected data. The result 

indicates that the intellectual capital directly influence the performance of organization. 

The empirical result also indicated the strong inter- relationship among the component of 

the intellectual capital (Human, Social Structural, Rational) and organization 

performance. 

 

 Ostgaard, T. & Birley, S. (2013) examined the influence of intellectual capital on 

organizational performance of the Islamic banking sector in Malaysia to the intellectual 

capital. Human, Structural, Customer capitals were used as the independent variables 

component of the intellectual capital. They collected the data through the primary 

sources. They used the random sampling techniques to analyze the data collected from 

primary source. To test the reliability of the data they employed the Cronbach Alpha 

value. Pearson correlation and multiple regression statistical tests were used to show the 

relationship among ‘IC’ and organizational performance. Result from the Pearson 

correlation illustrated that the correlation between component of ‘IC’ and organizational 

performance were significantly positive and from the regression model showed that the 

component of intellectual capital positively influences the performance of company of 

the Islamic banking in Malaysia. 

 

 After going through the literature, it has been observed that impact of human 

capital and social capital has been seen on organizational performance. But according to 

researcher’s best knowledge, none of the study has treated social capital as moderator. 

Social capital is taken as moderating variable because it is a contingent factor that can 

affect the relationship between human capital and organizational performance.  So, in 

present study, researcher is going to propose a model, in which social capital will be 

treated as moderating variable between human capital and organizational performance. 

 

III. Theoretical Framework and Hypotheses 
 Three variables understudy are: human capital which is independent variable, 

social capital which is moderator and organizational performance which is a dependent 

variable. 

 

Figure 1: Theoretical Framework of Research 
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 On the basis of theoretical framework, following hypotheses have been 

formulated:  
 

H1: Social capital will moderate the association between organizational performance 

and human capital. 

H2: Social capital will moderate the association between human capital and career 

satisfaction. 

H3: Social capital will moderate the association between human capital and job 

satisfaction. 

H4: Social capital will moderate the association between human capital and career 

satisfaction. 
 

IV. Research Methodology 
 The purpose of this research is to investigate the effect of human capital in service 

industry of Punjab, Pakistan. Multistage Stratified Random Sampling has been used to 

select the respondents. For this purpose, banking and educational sector of major cities 

according to population of Punjab has been chosen. Five cities which were selected 

randomly according to population wise are Lahore, Faisalabad, Rawalpindi, Islamabad, 

Multan and Bahawalpur according to population survey in 2012. From Banks employees 

of only OGI, OGII and OGIII have been selected. From universities only faculty 

members are the respondents. Data has been collected through questionnaire.  
 

A. Analysis of Moderating Effect of Social Capital in between Human Capital and 

Organization Performance 

 To see whether the model for overall constructs, human capital, social capital and 

performance was fit, their summative scores were obtained and standardized values were 

acquired and interactional term was made for human and social capital. The overall 

model was excellent fit with the following beta values. The interaction term was fit at 

p<.05, B=.073. Analysis shows that social capital acts as enhancer in between Human 

Capital and Organizational Performance as B2>0 and B3>0. Hence our H1 have been 

approved. 
 

Table 1: Moderating Effect of Social Capital in between Human Capital and 

Organization Performance 

 

 Mathematical Equation for the relationship is: 

 

Y =                      

Y =                               

 

 Where Y is Dependent Variable (Org. Performance), X1 is Independent Variable 

(Human Capital), X2 is Moderating Variable (Social Capital), X3 is Interaction term of 

X1 and X2 and X3 is Interaction term of X1 and X2. 

Paths/Variables Estimate S.E. C.R. P 

ZOrg_Performance <- 
 
-- 

ZHuman_Capital .154 .053 2.908 .004 

ZOrg_Performance <- 
 
-- 

ZSocial_Capital .595 .051 11.739 *** 

ZOrg_Performance <- 
 
-- 

Human_X_Social .073 .032 2.257 .024 
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Figure 1:  Moderating Effect of Social Capital in between Human Capital and 

Organizational Performance 

 

 

 

 

 

 

 

 

 

 

B. Moderating Effect of Social Capital in between Human Capital and Career 

Satisfaction 

 The overall model was excellent fit with the beta values given below. The 

interaction term was fit at p<.05, B=.120. Moderator acts as enhancer in between 

dependent and independent variable as B2 and B3 are positive. Our H2 have been 

approved. 
 

Table 2:  Moderating Effect of Social Capital in between Human Capital and 

Career Satisfaction 

 
Paths/Variables 

 
Estimate S.E. C.R. P 

ZSat_Car <--- ZHuman_Capital .080 .056 1.439 .040 

ZSat_Car <--- ZSocial_Capital .589 .053 11.015 *** 

ZSat_Car <--- Human_X_Social .120 .034 1.97 .047 
 

 Mathematical Equation for the relationship is: 
 

Y =                      

Y =                               
 

 Where, Y is Dependent Variable (Org. Performance), X1 is Independent Variable 

(Human Capital), X2 is Moderating Variable (Social Capital), X3 is Interaction term of 

X1 and X2. 
 

Figure 2:  Moderating Effect of Social Capital in between Human Capital Career 

Satisfaction 
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C. Moderating Effect of Social Capital in between Human Capital and Job 

Satisfaction 

 To investigate the moderating role of social capital in the relationship between 

human capital and job satisfaction, their summative scores were obtained and 

standardized values were acquired and interactional term was made for human and social 

capital. Paths were analyzed for their significance. The interaction term was fit at p<.10, 

B=.070. Moderator acts as enhancer in between dependent and independent variable as 

B2 and B3 are positive. Hence H3 is approved. 

 

Table 3: Moderating Effect of Social Capital in between Human Capital and Job 

Satisfaction 
Paths/Variables Estimate    S.E.     C.R.       P 

Zjs.             <---   ZHuman_Capital 
 
Zjs.             <---    ZSocial_Capital 
 
Zjs.             <---   Human_X_Social 

.108        .068    1.599    .090 
 
.341        .065    5.265     *** 
 
.070        .041    1.685    .092 

 

 Mathematical Equation for the relationship is: 

 

Y =                     

Y =                                 

 

 Where, Y is Dependent Variable (Job Satisfaction), X1 is Independent Variable 

(Human Capital), X2 is Moderating Variable (Social Capital), X3 is Interaction term of 

X1 and X2. 

 

Figure 3:   Moderating Effect of Social Capital in between Human Capital and Job 

Satisfaction 

 

 

 

 

 

 

 

 

 

 

  

 

 

D. Moderating Effect of Social Capital in between Human Capital and Life 

Satisfaction 

 To investigate the moderating role of social capital in the relationship between 

human capital and life satisfaction, paths were analyzed for their significance. The 

interaction term was fit at p<.001, B=.175. Moderator acts as enhancer in between 
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dependent and independent variable as B2 and B3 are positive showing that social capital 

has moderated the relationship between human capital and life satisfaction. 

 

Table 4: Moderating Effect of Social Capital in between Human Capital and Life 

Satisfaction           

Paths/Variables Estimate    S.E.    C.R.       P 

Zlife                        <---   ZHuman_Capital 
Zlife                        <---   ZSocial_Capital 

Zlife                        <---   Human_X_Social 

.238            .052    4.537      *** 

.547            .050    10.872    *** 

.175            .032    5.422      *** 

 

 Mathematical Equation for the relationship is: 

 

Y =                     

Y =                               

 

 Where, Y is Dependent Variable (Life Satisfaction), X1 is Independent Variable 

(Human Capital), X2 is Moderating Variable (Social Capital), X3 is Interaction term of 

X1 and X2. 

 

Figure 4: Moderating Effect of Social Capital in between Human Capital and Life 

Satisfaction 

 

 

 

 

 

 

 

 

 

 

 

V. Conclusion and Discussion 
 The study indicated that there is strong influence of Human Capital on the 

performance of employees specifically measured through their life satisfaction, job 

satisfaction and career satisfaction. When we consider social capital as moderator in the 

relationship between human capital and multidimensional performance (career 

satisfaction, job satisfaction, life satisfaction) of banking and educational sector 

employees, it is clear social capital play the role of catalyst in this relationship. In the 

presence of these factors this relationship becomes more strong hence revealing strong 

contingent effects.  
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