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Safety Leadership and Injuries: A Study on the Manufacturing Sector of Pak-
istan, Using Safety Climate as a Mediator

Muhammad Zeeshan Mirza 1∗, Ahmad Shahrul Nizam Isha2

Universiti Teknologi, Malaysia

Abstract. Safety literature is in agreement regarding the effective role safety-specific leadership plays in occupa-
tional safety but most of these studies are limited to Western/American context. The current study looks to fill this
void by testing safety-specific leadership effectiveness in Pakistani context. Data were collected from 163 work-
ers of manufacturing industry. The results confirmed that safety-specific leadership strengthens followers safety
climate perceptions and thereby negatively affects occupational injuries. Practical implications, future research
directions and limitations of the study are also discussed.

1 Introduction

Even though the quest for a safer workplace started
way back, still ensuring occupational safety remains
the biggest challenge for both theorists and practition-
ers (Barton and Sutcliffe, 2009; Clarke, 2013). The work-
ers of most developed economy of the world, US still
suffer millions of injuries every year (Boden et al.,
2001). So the situation of occupational safety even in
developed economies is less than ideal and a rigorous
research is still going on to find out different ways in
which the hazards at workplace can be reduced or re-
moved completely. Therefore, it is not startling to see
a plethora of research tackling the issue of workplace
safety (Barling et al., 2003; Hofmann and Morgeson,
2004; Parboteeah and Kapp, 2008; Shannon et al., 1997).

Safety and health at work (International Labor Or-
ganization, n.d.) affirmed that over 317 million job
related accidents happen annually and the economic
encumber pose by them is estimated around 4% of
global Gross Domestic Product every year. The fig-
ures are staggering and disturbing at the same time
but whats more sad is that in a developing country
like Pakistan, there is extinction of any reliable figures
about the actual number of work related injuries/death
which can explain the ground reality of working con-
ditions. The last time any statistics about the num-
ber of occupational accidents in the country was pro-
vided way back in 2002-03, which reported 7400 fatal
accidents in Pakistan for year 2002, whereas the num-
ber of serious and/or minor accidents is even greater
(Pasha et al., 2003). The figures are of only those fac-
tories which are registered under the Factories Act of

1934, while a big chunk of factories in Pakistan are
not registered under this act. Almost every day media
breaks a story about a workplace accident and if work
related injuries/deaths are calculated correctly the fig-
ures will be shocking. Due to extinction of any com-
pensation/insurance schemes there is no recognized
reporting system of industrial accidents (Pasha et al.,
2003).

There are two reasons for the worse workplace
safety conditions; one is that in developing coun-
tries occupational safety is not considered being a real
problem, mostly because of inappropriate governance
mechanism and labor laws, which can force the organi-
zations to embrace workplace safety. Second, the re-
searchers have also neglected this issue as not much
research can be identified which have tackled this im-
portant issue or suggested some remedies for it. In a
collectivist society like Pakistan, where a single per-
son is usually the only financial supporter of his/her
family, injury, disability or death of a worker means
that the lives of several individuals will be badly af-
fected, which makes the occupational safety an even
more important issue for the workers of Pakistani or-
ganizations.

Ahmad (2013) stated that the chances of a Pakistani
factory worker to get killed at work are eight times
greater than a factory worker in France, which further
explains the dismal condition regarding the situation
of occupational safety in Pakistan. But even in devel-
oped countries, the work-related injuries are happen-
ing at a frequent rate (Zacharatos et al., 2005), which
means that its not just about the cost issue (although
its an important factor) but also about having a safety
culture within an organization.
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The importance of leadership in achieving higher
level of safety at workplace is evident in literature
(Clarke, 2013; Cohen, 1977; Hofmann et al., 1995; Shan-
non et al., 1997). But there are limited studies outside
Europe/America on the role of leadership in ensur-
ing occupational safety (Pilbeam et al., 2016); especially
with the emergence of concept such as safety specific
transformational leadership (Barling et al., 2003). Few
studies which have tested the relationship showed the
positive role leadership plays in improving safety at
workplace (Kelloway et al., 2006; Mullen et al., 2011;
Mullen and Kelloway, 2009). Thus, this calls for more
research on the topic, specifically in developing coun-
tries like Pakistan where workplace safety is a very se-
rious issue.

The current study will examine the effect of safety
specific transformational leadership on occupational
injuries. Besides, the safety literature indicates the ef-
fect of leadership on safety outcomes is not direct rather
indirect through safety climate (Barling et al., 2003; Kel-
loway et al., 2006; Smith et al., 2016; Zohar and Nemet,
2002; Zohar, 2000, 2010). Hence, the current study
also uses safety climate as a mediator between safety-
specific transformational leadership and occupational
injuries. Finally, the study will add to the leadership-
safety literature by presenting a research from a totally
different cultural context like Pakistan, which will aid
in theory development by explaining that whether the
leadership-safety construct has any universal applica-
tion in a culture which is alien from the one where the
theoretical linkage was actually presented.

2 Literature Review

2.1 Safety-specific Transformational Lead-
ership and Safety Climate

Safety climate perceptions are developed by em-
ployees on the basis of policies or actions implemented
by organization to improve the safety situation (Cooper
and Phillips, 2004). Neal and Griffin (2002) in the re-
view of safety climate literature noted two important
points; first that not much research has been conducted
to identify various organizational factors that can build
and retain safety climate; second, they identified lead-
ership to be one of the most important factors in ensur-
ing safety climate which has not been given due con-
sideration. Few other studies have also agreed with
their view about leadership being an important factor
in creating and maintaining safety climate (Hofmann
and Morgeson, 1999).

Clarke and Ward (2006) in a detailed study ex-
plained that when soft tactics (discussion and mo-
tivation) were used by the leaders to persuade em-
ployees towards safety, it yielded much better results.
In addition to that safety climate strongly mediated

this relationship; moreover, they named this safety
prone behavior as transformation of employees. A
safety-specific leadership improves the safety climate
of the organization to a far superior level (Wu et al.,
2011). There is also considerable amount of empirical
evidence supporting the association between safety-
specific transformational leadership and safety climate
(Barling et al., 2003; Clarke, 2013; Kelloway et al., 2006;
Mullen and Kelloway, 2009).

H1. Safety-specific transformational leadership is posi-
tively associated to safety climate.

2.2 Safety climate and occupational in-
juries

Zohar (1980) put forward the concept of safety cli-
mate for the first time and defined it as the, summary
of molar perceptions that employees share about safety
(p.96). Safety climate perceptions are shaped on the ba-
sis of policies, procedures and practical actions taken
by the organizations which shape up the positive or
negative perceptions of employees about the safety cli-
mate. The more an organization is concerned about
the safety situation and takes concrete actions to im-
prove it, the more positive employees perception will
be about the safety climate of the organization (Zohar
and Luria, 2005). Strengthening positive safety climate
perceptions indicates to employees that safety is not
to be compromised for any competing demands like
profit, production etc. (Zohar, 2010).

Employee perceptions of the safety climate are
very important in the reduction of injuries at work-
place. Pessimistic perceptions about safety climate can
lead to higher number of injuries at workplace (Grif-
fin and Neal, 2000; Zohar, 2000). A number of stud-
ies have tested the effect of safety climate on occupa-
tional injuries (Clarke and Ward, 2006; Liu et al., 2015;
Nahrgang et al., 2011; Neal and Griffin, 2006) and re-
ported that positive safety climate perceptions result in
fewer number of injuries at workplace; thus, giving a
strong empirical support to the safety climate and oc-
cupational injuries relationship.

H2. Safety climate is negatively associated with occupa-
tional injuries.

2.3 Safety climate as a mediator between
safety-specific transformational leader-
ship and occupational injuries

Transformational leadership has been considered
as an important predictor of occupational safety (Zo-
har and Luria, 2004). Mullen and Kelloway (2009) ar-
gued that a general form of transformational leader-
ship may be beneficial in some specific areas (e.g. or-
ganizational performance) but may not be as effective
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in other areas (e.g. maintaining higher level of safety
standards). Safety-specific transformational leadership
which was designed to specifically intervene in the
safety situation manages to ensure a much safer work-
place (Clarke, 2013; Smith et al., 2016). Barling et al.
(2002) noted that four Is of transformational leader-
ship (inspirational motivation, intellectual stimulation,
individualized consideration and idealized influence)
when become safety-specific, they play an important
role in articulating followers safety climate perceptions.
Once followers safety climate perceptions are strength-
ened by the safety-specific leaders, it ultimately re-
sults in fewer number of injuries (Christian et al., 2009;
Nahrgang et al., 2011).

Zohar (2010) stated that in organizational environ-
ment there are number of competing demands, such as
profit, production, productivity and safety. The pos-
itive safety climate perception conveys to employees
that safety is not to be compromised for the competing
demands. And leaders play the central role in devel-
oping the perception that safety is not to be compro-
mised for any competing demand (Zohar, 2010). A
number of studies have clearly reported the mediating
role of safety climate between safety-specific transfor-
mational leadership and occupational injuries (Barling
et al., 2003; Clarke, 2013; Kelloway et al., 2006; Mullen
and Kelloway, 2009). Thus, based on this empirical evi-
dence, the current study also proposes safety climate to
be a mediator between safety-specific transformational
leadership and occupational injuries.

H3. Safety climate mediates the relationship between
safety-specific transformational leadership and occupational
injuries.

3 Theoretical framework

Safety-Specific 

Transforma�onal

Leadership

Safety

Climate

Occupa�onal

Injuries

Figure 1: Conceptual Framework

4 Methodology

4.1 Sample & Procedure

Cross-sectional data were collected from 163work-
ers of manufacturing industries (garments, plastic and
textile) from the Punjab province of Pakistan. The over-
all response rate was 57.7%. Most of the workers were
male (88%), between 25-35 years old (44%), and having
an organizational tenure of more than 5 years (58.5%).

Data were collected using survey method; while sam-
ple was drawn using convenient sampling technique.

4.2 Instruments

4.2.1 Safety-Specific Transformational Leader-
ship

Safety specific transformational leadership was
measured using the scale developed by Barling et al.
(2002). The sample items included my supervisor ex-
presses satisfaction when I perform my job safely, and
my supervisor shows determination to maintain a safe
work environment. All items were assessed using 5-
point Likert-type scale ranging from strongly disagree
to strongly agree.

4.2.2 Occupational Injuries
Data for occupational injuries were collected using

the scale of Barling et al. (2002). A statement included
in the scale which asked from the employees about the
injuries they have experienced at workplace in last 6
months. The sample items are strains or pain, burns,
fracture or bruises. All items were assessed using 5-
point Likert-type scale ranging from strongly disagree
to strongly agree.

4.2.3 Safety Climate
Safety climate was measured using the scale of Zo-

har (2000). The sample items included my supervisor
says a good word whenever he sees a job done accord-
ing to the safety rules, and my supervisor approaches
workers during work to discuss safety issues. All items
were assessed using 5-point Likert-type scale ranging
from strongly disagree to strongly agree.

5 Results

5.1 Correlation Analysis

Table 1 provides the result of mean, standard de-
viations, correlation and reliabilities. The result of cor-
relation analysis provides initial support to the entire
proposed hypotheses. To test our proposed hypotheses
and the mediation analysis we used PROCESS macro
developed by (Hayes, 2012). The PROCESS macro uses
bootstrapping technique for testing of mediation and is
considered to be the most efficient and reliable tool for
conducting mediation analysis (Hayes and Preacher,
2014).

5.2 Regression Analysis

As proposed in hypotheses 1, safety-specific trans-
formational leadership is positively associated with
safety climate (β = 0.32, p<0.01) providing support to
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Table 1: Mean, Standard Deviations, Correlation and Reliabilities

Variable Mean S.D. 1 2 3

Safety-specific transformational leadership 3.28 0.68 (0.84)

Occupational injuries 2.72 0.76 -0.56** (0.87)

Safety climate 3.3 0.63 0.72** -0.52** (0.88)

Note: Alpha values are on the diagnol

Table 2: Regression Analysis

Predictors Outcomes

Main effects: Safety climate Occupational injuries

β t R2 β t R2

Safety-specific transformational leadership 0.32 7.81** 0.42

Safety climate 0.41 -9.40** 0.27

Mediator:

Safety climate 0.23 4.84** 0.34

Note: **p<0.01

hypothesis one. Hypothesis two proposed that safety
climate negatively relates to occupational injuries. The
regression results also provided support for this hy-
potheses (β = 0.41, p<0.01). To test our mediation hy-
potheses, we adopted bootstrapping technique using
PROCESS macro on SPSS (Preacher and Hayes, 2008).
The recommended 95% bias corrected confidence inter-
val with 5000 re-samples was used to test the media-
tion effect. The results shows that safety climate fully
mediates the relationship between safety-specific trans-
formational leadership and occupational injuries (β =
0.23, p<0.01). Thus, all the proposed hypotheses of the
study have been accepted.

6 Discussion

The objectives of the study were to test the indi-
rect effects of safety-specific transformational leader-
ship on safety climate, and safety climate on occupa-
tional injuries. The results show that both hypotheses
one and two have been accepted. The results confirm
the findings of the previous studies on the proposed
relationships (Barling et al., 2002; Kelloway et al., 2006;
Liu et al., 2015; Nahrgang et al., 2011). Furthermore,
the last hypothesis of our study confirms the mediating
role of safety climate, which has been supported earlier
in the literature (Clarke, 2013; Mullen and Kelloway,
2009). However, in a different cultural context like Pak-
istan, the safety-specific leadership develops workers
perceptions of safety climate which ultimately results

in reduction of injuries at workplace.
Although, this study is a replication of the previ-

ous work, it still does make some important contribu-
tions to the safety literature. The role of safety-specific
leadership in ensuring occupational safety has largely
been carried out in the Western/American context (Pil-
beam et al., 2016). The current study verifies those
findings in a totally different culture like Pakistan.
It provides universal support for the effectiveness of
safety-specific transformational leadership in reducing
injuries at workplace beyond Western/American cul-
tures. Furthermore, the study provides support for
having safety-specific leaders in Pakistani organiza-
tions, given the positive findings of the study. Lastly, as
the safety literature reports that safety-leadership train-
ing is cost effective (Mullen and Kelloway, 2009), Pak-
istani organizations may be sensitive to cost which pre-
vents them from investing in safety. The current study
provides an alternative approach to investing in safety
training for their leaders and achieve higher-level of
safety at workplace.

6.1 Limitations and future research direc-
tions

The study adopted cross-sectional data collection
technique, thus results must be viewed with caution
and the future studies are advised to replicate our work
in a longitudinal study design to verify the authentic-
ity of our results. Also, the focus of our study was
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on safety-specific transformational leadership because
of its effectiveness over general transformational lead-
ership (Mullen and Kelloway, 2009). However, given
that our study provides support for its effectiveness
the future studies may look to have comparative anal-
ysis between general and safety-specific transforma-
tional leadership. Moreover, because of high collec-
tivism in Pakistani culture, it will be interesting to find
out whether or not safety-specific trust has any mod-
erating effect between leadership and workers safety
climate perceptions.
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The Impact of Perceived Training Utility on Transfer of Training: The medi-
ating role of Motivation to Transfer

Kamran Iqbal∗, Dr. Muhammad Arif, Muhammad Sarwar Zahid
Bahria University, Islamabad, Pakistan

Abstract. The purpose of this study was to examine the mediating role of motivation between the relationship of
perceived training utility and transfer of training. Data were obtained from 215 employees working in the banking
sector. SPSS and AMOS statistical software were used to test the hypothesized model. Consistent with social
cognitive theory, results suggested a significant positive relationship of perceived training utility with motivation
to transfer and transfer of training. The results further revealed that the relationship between perceived training
utility and transfer of training had an indirect effect via Motivation to transfer. This study has made a significant
theoretical contribution to the literature by exploring the mechanism through which perceived training utility
affects transfer of training. This study will help HRD professionals to understand the importance of perceived
training utility in transfer of training.

1 Introduction

Training has been used as one of the important
tools for improvement of overall performance and pro-
ductivity of employees (Bhatti and Kaur, 2009). Train-
ing is designed in order to improve the job-related com-
petencies of employees. Due to rapid changes in tech-
nology and globalization, continuous changes have oc-
curred in the business organizations, every organiza-
tion is striving to gain competitive advantage through
the development of Knowledge, skills and abilities in
their employees. Organizations consider human capi-
tal as one of the most important asset, which is required
to maintain sustainable competitive advantage. Orga-
nizations invest heavy budget on the training of their
employees as it serves as a powerful tool for desired
behavioral changes and outcomes required for their ex-
istence (Salas and Stagl, 2009). Human capital theory
posits that education helps to improve existing KSA,
which make employees more productive (Becker et al.,
1964). Burke et al. (2006) defined training as system-
atic acquisition of knowledge, skills and attitudes that
together lead to improved performance in a specific en-
vironment. Training is considered as leading opportu-
nity for all employees to expand their knowledge. Or-
ganization can get benefits from training in term of em-
ployees outcomes i.e. job attitude and organizational
outcomes, i.e. organizational performance (Tharenou
et al., 2007). But training cannot produce positive out-
comes unless and until newly learned skills are trans-
ferred to an actual job (Montesino, 2002). Blume et al.

(2010) has defined training transfer as the extent to
which knowledge and skill acquired in a learning set-
ting can be applied in the workplace, and maintained
over time. Burke and Hutchins (2007) found that 10-
40 percent of training usually transfers to the actual
job. Kirkpatrick and Davis (1994) mentioned transfer
of training as a key criterion for evaluation of training
effectiveness. In Pakistan, State Bank of Pakistan (SBP)
regulate the financial sector. It provides detailed guide-
lines for structural reforms to fulfill overall social and
economic requirements. According to SBP annual per-
formance review (2007), SBP undergoes restructuring
of its human resource in order to improve standards
for its services. In banking industry of Pakistan, Man-
agement development programs are an integral part
of overall development plans of all banks of Pakistan
(Dastgeer and ur Rehman, 2012).

Although abundant literature is available on per-
ceived training utility, motivation to transfer and trans-
fer of training, but no study is available that explored
the relationship between perceived training utility, mo-
tivation to transfer and training transfer in one study.
Our contribution to the literature of transfer of train-
ing is not only to explore the link between perceived
training utility and transfer of training but also how
and why motivation works as a bridge in this link.

2 Literature Review

Research has pointed three main predictors of
transfer of training: employees characteristics, train-

∗Corresponding author.
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ing design and working environment (Baldwin and
Ford, 1988; Burke and Hutchins, 2007; Lim and John-
son, 2002; March and Olsen, 1998; Schwab et al., 2010).
In literature related to training, transfer of training has
grabbed the attention of a great number of scholars and
professionals. Kirkpatrick and Davis (1994) training
four level models demonstrate that transfer of train-
ing helps employees and organizations to achieve their
performance related goals.

2.1 Relationship between Perceived Train-
ing Utility and Transfer of Training

Training plays a significant role in enhancing em-
ployee job performance which ultimately leads to or-
ganizational development. Training result in improved
employee performance, however, training effectiveness
depends on the participants perception. The perceived
training utility is also an important predictor of trans-
fer of training. The perceived utility is conducive due
to the fact that if trainees do not understand the util-
ity attached with particular training, then more chances
that trainees will not take training as a useful activ-
ity to improve their job. Hence, less perceived util-
ity will directly affect the employees job performance
and vice versa. Going ahead, the trainees utility per-
ception might change with time and working environ-
ment (Chiaburu and Lindsay, 2008). Organizational
support theory posits that when employees feel that
their efforts are not considered or valued by their or-
ganizations, then more likely they will not put seri-
ous effort for organizational benefits (Kontoghiorghes,
2001). Furthermore, Clark and Mils (1993), posit that
perceived utility training is directly related to trainees
perception about training effectiveness to their career
or job utility. Clark and Mils (1993) defined Career util-
ity as the perceived usefulness of training for attain-
ment of career goals, such as getting a raise or pro-
motion, or taking a more fulfilling job, whereas, Job
utility was defined as the perceived usefulness of the
training course to facilitate goals associated with the
current job, such as increased productivity, reduced
errors, or better problem-solving skills. Training util-
ity is considered as an important element while study-
ing transfer of training. Perceived training utility has
a significant effect on transfer of training (Burke and
Hutchins, 2007). Chiaburu and Lindsay (2008) estab-
lished that perception of trainees about the utility of
training mainly depend on the relationship between
training and expected outcomes. Chiaburu and Lind-
say (2008) conducted their research on the topic related
to training transfer on employees of big organizations
in the service sector of USA and observed a strong rela-
tionship between perceived training utility and transfer
of training. Grossman and Salas (2011) also found link-
age between training utility and motivation to transfer.

Expectancy model could be useful to understand the
role of motivation in transfer of training (Baldwin and
Ford, 1988). An individual put efforts when he expects
positive outcomes, and if a person lacks in positive ex-
pectation, it would be least likely that he will put ef-
forts for performance improvement (Vroom, 1964). The
concept of perceived training utility can also be un-
derstood with the help of expectancy theory. Research
has found that trainees with positive expectation from
particular training were more motivated to apply their
KSAs on actual work (Grossman and Salas, 2011).

2.2 Motivation to Transfer as a Mediator

Although there are certain factors that affect trans-
fer of training such as job control (Gijbels et al., 2010),
a feasible work climate (Harteis and Gruber, 2004) and
interest (Lewalter and Scholta, 2009) but motivation is
considered as most worthy element for training trans-
fer as suggested by Latham and Locke (2007), as the
time, money, and resources an organization devotes to
ways of increasing a persons abilities are wasted to the
extent that an employee chooses not to learn what is
being taught, or chooses not to apply newly acquired
knowledge and skills in the workplace(p. 3) Motivation
to transfer is defined byBates (2007) as the direction,
intensity and persistence of effort towards utilizing in
a work setting the skills and knowledge learned dur-
ing the training program. Its a trainees desire to apply
learned KSA on actual work (Noe and Schmitt, 1986)
Research on motivation to transfer has gained popular-
ity among the researchers in recent years (Segers and
Gegenfurtner, 2013). Axtell et al. (1997) in their study
found that transfer motivation has a strong influence
on transfer of training for up to 1 year of duration af-
ter training. If Trainees perceive that their performance
level will be improved by the using KSA which they
will learn during the training program, they will put
extra efforts to learn new skills and after learning, ap-
ply those skills on actual job.
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On the basis of above literature the following hy-
potheses have been proposed:

H1: Perceived training utility is positively related to mo-
tivation to transfer.

H2: Motivation to transfer is positively related to trans-
fer of training.

H3: Perceived training utility is positively related to
transfer of training.

H4: Motivation to transfer mediates the relationship be-
tween Perceived training utility and transfer of training.

3 Theoretical Framework

Perceived

Training

U�lity (TT)

Mo�va�on 

to Transfer

(MT)

Training

(TT)

Figure 1: Theoretical Model

4 Methodology

The data of this study were collected from the em-
ployee of private banks in Pakistan. Judgmental non-
probability sampling technique was employed to se-
lect the sample. The survey was personally adminis-
tered by the researcher himself. Researcher had got ap-
proval from branch manager of every bank before dis-
tribution of questionnaires to specific branch staff in or-
der to avoid any inconvenience during data collection.
A brief description of the study was attached at the
start of the questionnaire to describe the aim and back-
ground of the study. In addition, assurance of confiden-
tiality was highlighted to the respondents.Sekaran and
Bougie (2010) mentioned that this approach is useful
to clarify the doubts of the respondents, which result in
high response rate. Total about 300 questionnaires were
circulated, but only 215(72%) were finally used for the
analysis. All questionnaires were adopted from pre-
vious studies. Perceived training utility was adopted
from Van Eerde et al. (2008) questionnaire containing
six items, sample item, The time spent away from the
job to attend training has been worthwhile. The value
of Cronbach’s Alpha was .756 for this variable. The
Questionnaire of transfer of training was adopted from
Xiao et al. (1996), containing six items, i.e. I can accom-
plish the tasks better by using the new knowledge ac-
quired from the training course. The value of Cron-
bach’s Alpha was .622 for this variable. The ques-
tionnaire of Motivation to transfer was adopted from

Holton et al. (1997), containing five items i.e., I am
thinking about trying to use my new learning on my
job. The value of Cronbach’s Alpha was .767 for this
variable. For all variable Five points Likert scale from
strongly agree=5 to strongly disagree=1 was used to
collect the responses.

The sample consists of 62.8% males and 37.2% fe-
males. Out of total respondents, 47.44% are married
and 52.66% are Un-married. Most respondents have
14 years of education (B.Com/BA/B.Sc) with 51.6%,
followed by 45.1% with an education of 16 years and
above, while only 2.8% of the respondents have 12
years of education. Out of 215 respondents, total of
24.7% have age less than 25, while most of the respon-
dents(63.7%) having ages between 25 to 35. Out of to-
tal sample, 38.6% have organizational tenure of 1 or
less, 48.8% between 2 to 7 years, and 9.3% between 8
to 13 years, while only 1.9% with 14 or above organiza-
tional tenure. Out of total sample 20.5% have organiza-
tional tenure 1 or less, 25.6% between 2 to 7 years, and
24% between 8-13, while only 9.3% with 14 or above
years job tenure. Out of total respondents, 57.7% were
middle-level employees, 24.7% managerial level em-
ployees, while only 16.7% were lower level employees.

5 Results

5.1 Confirmatory Factor Analysis

AMOS statistical software was employed to run
confirmatory factor analysis (CFA) to verify the unique-
ness of the variables. The figure given under table 1
presents the factor loading of the variables used in the
study. All ill loaded items have been deleted. CFA re-
vealed that perceived training utility was adequately
measured with six items, motivation to transfer with
five items, transfer of training with four items. The
results of the CFA show that 2/df value 192.821 has a
good fit with other indices GFI (.891), AGFI (.849), and
CFI (.864) indicating good fit. The value of RMSEA is
0.075 which is considered as acceptable as its value is
less than 0.08. (RMSEA) is 0.075 which is considered as
acceptable as its value is less than 0.08.

5.2 Correlation analysis

Table 2 shows the level of correlation which ex-
ists between the variables of the current study. Results
show that all variables are highly correlated. Correla-
tion analysis exhibits that highest correlation is present
between perceived training utility and motivation to
transfer (r= .5 06, p < .01), followed by correlation be-
tween motivation to transfer and transfer of training
(r= .395, p < .01), and between perceived training util-
ity and transfer of training (r= .267, p < .05).



10 Iqbal, Arif, Zahid

5.3 Regression Analyses

Table 3 shows that perceived training utility has an
estimated regression weight of 0.631 (p≤ 0.005) on mo-
tivation to transfer. So our hypothesis H1 has been ac-
cepted, which indicates that perceived training utility
has a positive impact on motivation to transfer. Moti-
vation to transfer has an estimated regression weight
of 0.529(p ≤ 0.01) on transfer of training, leading to ac-
ceptance of hypothesis 2. Similarly, perceived training
utility has an estimated regression weight of 0.361(p ≤
0.01) on transfer of training, so our hypothesis 3 has
also been accepted, indicating that perceived training
utility is positively associated with transfer of training.
In order to check the mediating role of motivation to
transfer between the relationship of perceived training
utility and transfer of training, two models have been
compared; first, without any mediating variable and
then along with the mediating variable. Results show
that when the model was run in presence of mediators,
relationship between training utility and transfer of
training became non-significant. This shows that mo-
tivation to transfer mediates the relationship between
perceived training utility and transfer of training ac-
cording to Baron and Kenny (1986). Hence hypothesis
four has also been accepted.

6 Discussion

The purpose of the current study was to exam-
ine the linkage between perceived training utility and
transfer of training through the mediation of motiva-
tion to transfer. The study consists of four hypothe-
ses. The first hypothesis stated that Perceived train-
ing utility is positively related to motivation to trans-
fer. Regression results show positive association be-
tween perceived training utility and transfer of train-
ing (β =0.631, p < .001), which are consistent with the
past studies (Alliger et al., 1997; Burke and Hutchins,
2007; Chiaburu and Lindsay, 2008). The hypothesis two
stated that Motivation to transfer is positively related
to transfer of training, results indicate a positive asso-
ciation between motivation to transfer and transfer of
training (β = 0.529, p < .001) which is consistent with
the past studies (Clark and Mils, 1993; Grossman and
Salas, 2011). Similarly, hypothesis 3 tested that Per-
ceived training utility is positively related to transfer
of training. Regression analysis indicates a positive as-
sociation between perceived training utility and trans-
fer of training ( = 0.361, p < .001) which is also con-
sistent with the past studies (Bhatti and Kaur, 2009;
Kirwan and Birchall, 2006; Liebermann and Hoffmann,
2008; Nikandrou et al., 2009). For testing the hypoth-
esis H4 which stated that Motivation to transfer medi-
ates the relationship between Perceived training util-
ity and transfer of training, Barron & Kenny (1986) me-
diation technique was employed by using AMOS soft-
ware. Results indicated that motivation to transfer me-
diates the relationship between perceived training util-
ity and transfer of training, therefore, leading to the ac-
ceptance of hypothesis four as well. This shows that
employees perception about the benefits from a train-
ing program plays a key role in motivation to transfer
which in turn increase transfer of training.

6.1 Implications and Recommendations

Training is considered as most suitable way to im-
prove KSA of employees through their differentiation
in the KSA of their human resource. But organiza-
tions can only get benefits from their training if trainees
put their efforts to transfer learned skills on the actual
job. The findings of the present study suggest that per-
ceived training utility and motivation to transfer are the
important predictors of transfer of training. The sec-
ond major finding of the study is that Motivation to

Table 1: Index of fit of the Model

Fit Measures
Chi-Square DF p value CMIN/DF GFI CFI AGFI RMSEA

Values 192.821 87 0.000 2.216 0.891 0.864 0.849 0.075
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Table 2: Descriptive statistics and inter-correlations for all study variables

Variables Mean Std. Deviation PTU MT TT
Perceived training utility (PTU) 3.807 0.57155 1
Motivation to transfer (MT) 3.9684 0.58878 .506** 1
Transfer of training (TT) 3.6616 0.58384 .267* .395** 1

***Correlation is significant at .01 levels (two tailed) N: 215
**Correlation is significant at .05 levels (two tailed)

Table 3: Hypotheses testing based on regression weights

Variables Estimates S.E. Critical ratio P value Results
MT← PTU 0.631 0.104 6.068 *** Accepted
TT←MT 0.529 0.123 4.31 *** Accepted
TT← PTU 0.361 0.095 3.957 .*** Accepted
TT←MT← PTU 0.067 0.103 0.648 0.517 Full mediation

*** P value significant at .01

transfer mediates the relationship between perceived
training utility. Therefore, to increase transfer of train-
ing, perceived training utility and motivation to trans-
fer should be taken as important factors. The present
study recommends policy maker of banking sector of
Pakistan to understand the impact of perceived train-
ing utility on the motivation of employees related to
transference of learned KSA on an actual job. This
study concluded that perception about the benefits at-
tached to a particular training has significant impact on
the motivation to transfer and transfer of training. So
employees should be communicated well, on how par-
ticular training will be beneficial for their job perfor-
mance and long term career growth.

6.2 Future Directions

Firstly, the current study only examined the tempo-
ral effect of perceived utility on transfer training how-
ever, the future studies should examine how perceived
utility changes with time. Secondly, the current study
takes the banking sector as a contextual setting. Future
study may use various other organizational settings to
increase the generalizability of the findings. Thirdly,
this study used a cross-sectional survey to test the hy-
potheses of the study. However, future researchers may
use a longitudinal technique, also, mixed methodology
may be used. Lastly, this study took motivation as one
variable; researchers may test different dimensions of
motivation to transfer as suggested by (Gegenfurtner
and Hagenauer, 2013). Also, organizational support
can be incorporated to evaluate its mediating effect in

the relationship.
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Abstract. This research conducted a survey to examine the impact of procedural justice on turnover intention
through mediation of organizational trust. The study is based on a sample of 141 faculty members of the public
and private sector universities of twin cities of Pakistan who completed structured questionnaires for each variable.
Data were analyzed using SPSS and results revealed that procedural justice has negative and significant effect
on turnover intentions of employees. Furthermore, organizational trust successfully mediates the relationship
between Procedural justice and Turnover intention. We conclude study, discuss theoretical implications and also
provide future recommendations.

1 Introduction

In the present time, employees turnover is a global
phenomenon. It has become a serious and complicated
issue as it is a major problem pervasive in all kinds of
organizations in the world. It is difficult for the organi-
zations to sustain success amidst such a problem. Or-
ganizations spend a lot in hiring, training, and retain-
ing employees. After huge investment it is painful and
costly for them to have high turnover (Khattak, 2010).

Developing countries like Pakistan are also facing
this problem in all sectors especially education sector.
Annually, huge number of teachers quit teaching and
others transfer to other institution. (Ingersoll, 2001) in
recent years has come forward with support and confir-
mation that students and schools are affected by teach-
ers turnover. Although it is a severe issue in Asia but
unfortunately, studies are short to inspect turnover in-
tention and studies which consist of wide ranged vari-
able sets (Khatri et al., 2001)

According to Hopkins and Weathington (2006) or-
ganizations have to invest time and money in replacing
those who go away. To control turnover it is impor-
tant to know about it before it happens actually. The
best option for the organizations is to have knowledge
about turnover intentions of employees as it is the de-
velopment of consideration, preparation, and wish for
a job quit as it has positive causal relation with actual
turnover (Choi, 2006) and generally is the second last
stage of deliberate quitting. Ninety three percent em-
pirical studies suggest high correlation of TOI with real
quit. Turnover intention is preferred as compared to
definite turnover in the studies as T.O makes matters

worse and is difficult to predict as compared to inten-
tion (Hemdi and Nasurdin, 2007).

According to Aryee et al. (2002) it is vital to be ac-
quainted with an employees feelings, whether he/she
(individually) is treated unfairly in the organization,
he may expect that transfer to another department or
function or branch of same organization will depart
this feeling of unfair treatment. On the other hand,
when the climate of organization is unfair or unjust,
employees will perceive that transfer to another depart-
ment, function or branch of the same organization will
not improve their position, as it is procedurally unjust
climate. Therefore, they will show more intention to
quit. Studies show that the relationship between pro-
cedural justice and turnover intentions has been medi-
ated by trust perceptions (Hopkins and Weathington,
2006). Similarly, in various studies, procedural justice
was found to be positively linked with trust on orga-
nization (Hopkins and Weathington, 2006; TZAFRIR
et al., 2012). It has also been posited by Gopinath and
Becker (2000), that Procedural justice is only one of its
kinds, which brought more changes in turnover than
other dimensions of justice.

2 Literature Review

2.1 Procedural Justice

Organizational justice is considered as a perception
of the organization. Organizational justice is what is
perceived by the employees about whether they are
treated fairly or not. So it is a perception about the
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fairness and the equality of the organization and also
such perception has very deep effect on the attitudes
and behaviours of the employees (Poon, 2012). Orga-
nizational justice has many dimensions out of which
procedural justice and distributive justice are more im-
portant (Lambert et al., 2012). Distributive justice is ba-
sically about the perception of the employees of how
fair are the outcomes given to them (e.g. pay, status)
but procedural justice is perception of the employees
of how fair are the methods or ways used to give those
outcomes. Procedural justice is defined as the percep-
tion about means and processes used for taking deci-
sions in the organization (Colquitt et al., 2001). It is
also about employees perception about whether or not
the methods or the processes used by the organizations
to make decisions are fair (Lambert et al., 2012). Main
concern of the study is about procedural justice because
employee who perceives himself to be given fair treat-
ment, procedurally, he considers his organization as a
whole fair (Li and Bagger, 2012). Procedural justice
focuses on the organization but distributive justice fo-
cuses more on the outcomes (Tulubas and Celep, 2012).
If the employees know that the outcomes are not favor-
able for them then before showing any reaction they
would first see the whole process of outcome determi-
nation.

2.2 Procedural Justice and Organizational
Trust

Robinson (1996) defined trust as ones expectations,
assumptions, or beliefs about the likelihood that an-
others future actions will be beneficial, favorable, or at
least not detrimental to ones interest (p. 575).Organiza-
tional trust is a psychological implicit relationship be-
tween employee and organization and trust lacks when
one of them breaks this relation (Hopkins and Weath-
ington, 2006). Trust can be defined as a psychological
state comprising the intention to accept vulnerability
based upon positive expectations of the intentions or
behavior of another (Rousseau et al., 1998). There are
some important parts of the definition. Firstly the trust
includes risk; secondly, it involves expectations of the
truster that the other party would perform behaviors
that are desired to the truster. So the trustee must be
able to act according to the desires of the truster and
must have the willingness to do so. Thirdly, the de-
sired behaviors of the truster must be somewhat im-
portant to the trustee. For example if he is expected to
work hard the hard work must be associated with some
bonus or extra pay. It is considered as multidimen-
sional; consisting of four dimensions of trust, i.e. the
competence, openness, concern and reliability (Wong
et al., 2012) and multifocal construct such as employees
encompass trust towards co-workers, direct boss, and
entire organization (Lehmann-Willenbrock et al., 2013).

A study by Tzafrir et al. (2004) showed a significant
impact of procedural justice on trust. Zeinabadi and
Salehi (2011) investigated two links to predict OCB;
one through organizational trust and second through
job satisfaction and organizational commitment, based
on data from public schools teachers and principals.
Procedural justice has impact on trust. But in this
study researchers do not apply the target specific and
multidimensional approach. In the study of Hubbell
and Chory-Assad (2005) who took data from different
organizations on the basis of geographic region and
revealed that procedural justice is found to be an an-
tecedent of organizational trust as well as managerial
trust. On the other hand, distributive justice only has
an impact on managerial trust and no impact on in-
teractional justice or trust. SPENCE LASCHINGER
et al. (2012) gathered data from three joint ventures of
one province of China to inspect the relationships be-
tween organizational justice, perceived organizational
support, organizational trust and organizational citi-
zenship behavior. Their results showed a significant
impact of procedural justice on trust. Similar results
were found by Aryee et al. (2002); Hopkins and Weath-
ington (2006); in their respective studies.

H1. Higher the perception of procedural justice, stronger
is the trust of employees on the organization.

2.3 Procedural Justice and Turnover Inten-
tion

Employees withdrawal is a worldwide phe-
nomenon in the current age. According to Currivan
(1999), Turnover is a behavior which describes the pro-
cess of leaving or replacing employees in an organi-
zation. It is a behavioral withdrawal reaction (Geurts
et al., 1999), a degree of intention to leave. Turnover
intention is a known factor for actual turnover of em-
ployees. The intension to quit does not always lead to
quitting, but chances of quitting are very high turnover
intention is viewed as employees having strong will-
ingness to leave their job in which they are working,
due to the reason they are not satisfied with the pay
procedures, lack of commitment towards organization,
have feeling of inequality and so they want to leave.

Employees, who intend to leave the job, may per-
ceive their organizational procedures, rules, policies,
methods as unfair to them (Folger and Cropanzano,
1998). Aryee et al. (2002) in their study took full time
employees of public sector of India and found that pro-
cedural justice negatively affects the turnover intention
of employees. Johan et al. (2013) examined in their
study the correlation between procedural justice and
turnover intention and found significant negative cor-
relation between the two. Çelik et al. (2016); Lin and
Chen (2004) also showed same results in their respec-
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tive studies.

H2. Higher Perception of procedural justice, lower is
turnover intention of employees.

2.4 Trust and Turnover Intention

In previous research it is shown that trust cushions
the undesirable and off-putting working actions for
example nonattendance and turnover (Hopkins and
Weathington, 2006; Way et al., 2007). It can be con-
cluded that the presence of trust within an organization
results in motivation which brings positive outcomes
like feeling of support from and attachment to the orga-
nization and consequently employees would be eager
to remain part of the institute, have low intentions to
quit. Employees who find alternative job possibilities,
are less committed, and have higher turnover inten-
tion (Mobley et al., 1979). When workers dont have
any trust in organization then they decide to leave
(Koslowsky and Caspy, 1991). An employee attitude
towards job is very important, it describes his inten-
tions to leave or not. Low affiliation to organization
causes leaving desires in employees and directs them
to search another job; this creates a sense of confusion
in their mind (Mobley et al., 1978). A feeling of trust,
affiliation with current job reduces the chances of quit-
ting the job. Aryee et al. (2002) also shows negative
relation between trust and turnover intention.

H3. Higher trust in organization, lower is the turnover
intention of employees.

2.5 Organizational Trust as a Mediator

Some direct relations in previous researches have
been eliminated and ensuring the trust mediation be-
tween them e.g. the direct relation of Procedural justice
to organizational citizenship behavior and Organiza-
tional commitment and they found significant indirect
effect between procedural justice and OCB and OC
and taking trust as an imperative mediator (Hopkins
and Weathington, 2006; Zeinabadi and Salehi, 2011).
Similarly, when employees perceived organization as
procedurally fair, it enhanced their trust on organiza-
tion and lead to less intention to leave organization.
(Aryee et al., 2002) in their study revealed a partial
mediation of organizational trust between procedural
justice and turnover intention. Hopkins and Weathing-
ton (2006) conducted a study among survivors of an
organization that had recently completed an organiza-
tional downsizing and also found the partial mediation
of organizational trust between procedural justice and
turnover intention.

H4. The relationship between procedural justice and
turnover intention is mediated by organizational trust.

3 Theoretical framework

Organiza�onal

Trust
Procedural

Jus�ce

Turnover

Inten�on

Figure 1: proposed model

4 Methodology

4.1 Sample of study

The participants are faculty members of the pub-
lic and private sector universities of twin cities of Pak-
istan. For this purpose Convenient sampling method
was used and questionnaires were distributed in lim-
ited universities (PMAS arid agriculture, AIR Uni-
versity, BAHRIA University, NUML, etc). Structured
Questionnaires were distributed in different universi-
ties and total number of N = 141, self administered
questionnaires filled by respondents were taken. The
64.5% respondents were male and remaining 35.5%
were female. Majority respondents (39.7%) were lying
in the age range of 30-39, followed by 22.0% between
25-29 range and 19.9% between 40-49 ranges. In marital
status 63.8% were married and 35.5% single. Majority
(68.8%) were from private sector and remaining 31.2%
from public sector universities. Maximum respondents
job tenure was 3-4 year (33.3%). Monthly income of ma-
jority respondents was between in the range of 41000-
50000, whereas, 9.9% respondents did not show their
monthly income.

4.2 Measures

For uniformity and consistency purpose, we man-
aged all items using a 5-point Likert-type scale (1 =
strongly disagree, 5 = strongly agree). Several scales
are modified from their original form.

4.2.1 Turnover intentions

A scale for turnover intention was adopted by
Aryee et al. (2002). Items included were I often think
about quitting my job with my present organization; I
will probably look for a new job within the next year.

4.2.2 Procedural justice

Procedural Justice Scale was adapted from Moor-
man (1991). It consists of seven items. This scale shows
reliability of .94 in previous study Hopkins and Weath-
ington (2006). Some questions of scale are; my orga-
nizations formal procedures are designed to collect ac-
curate information necessary for making decisions; My
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Table 1: Correlation Matrix & Reliabilities

Scale Mean SD Min Max 1 2 3
1 Procedural Justice 3.56 0.92 1 5 1 (.899)
2 Turnover Intention 2.42 1.15 1 5 -.560** 1(.878)
3 Organizational justice 3.71 0.81 2 5 .734** -.545** 1(.902)

N=141, **p < .01

Table 2: Regression Results

Predictors Organizational Trust Turnover Intention
β R2 ∆R2 β R2 ∆R2

Procedural justice 0.650*** 0.54 0.535 -.707*** 0.314 0.309
Organizational trust -.777*** 0.297 0.292

N=141, ***p < 0.001, *p < 0.05

organizations formal procedures are designed to pro-
vide opportunities to appeal or challenge the decision;
My organizations formal procedures are designed to
generate standards so that decisions can be made with
consistency.

4.2.3 Organizational trust

Organizational trust scale was measured with nine
items developed by Neininger et al. (2010). 6- Point an-
swering format was converted to 5-point (1 = strongly
disagree, 5 = strongly agree) for convenience. Cron-
bach alpha value for organizational trust was recorded
.89 in recent year study (Lehmann-Willenbrock et al.,
2013). Sample items for organizational trust were: In-
formation can be shared openly within X (insert name
of organization); I feel encouraged to do a good job at
X; I have positive feelings about the future direction of
X; X offers a supportive work environment; Processes
within X are fair, etc.

5 Results

Table 1 depicts Mean, Standard Deviation, Range
and Alpha Reliability Coefficients of each Measure
(N=141). According to the above information, the scale
of Organizational trust shows highest value of alpha
(.902). Whereas, the minimum value of alpha coef-
ficient (.878) was for turnover intention which shows
that questionnaires were reliable as they meet the min-
imum acceptable standard for alpha, which should be
at least 0.70 (Nunnally, 1978).

5.1 Regression

Table 2 shows the results of regression analysis.
Hypotheses were tested through linear regression anal-

ysis using SPSS. We do not take control variables in our
study as it did not have any significant relation with
variables. Mediation analysis is carried by following
Baron and Kenny (1986). According to the statistical
results, first hypothesis is accepted (= .650, p=.000) and
shows that perception of employees about the means
and methods of organization which are used by orga-
nization to take decisions about employees, leading to
higher the trust level of employees. Second hypothesis
tested that when employees found their organization
procedurally fair; they have fewer intentions to leave
the organization. And statistical analysis supports it (=
-.707, p=.000). Third hypothesis is also supported in
our study which tested (= -.777, p=.000) that the higher
trust in organization, the lower is turnover intention of
employees.

Table 3: Regression for Outcomes

Predictors Turnover Intention

β R2 ∆R2

Step 1

Organizational trust -.777*** 0.297 0.292

Step 2

Organizational trust -.413**

Procedural justice -.438** 0.353 0.344
N= 141, ***p < .001, **P < .01

Fourth hypothesis tested that organizational trust
mediated the relation between procedural justice and
turnover intention. It has also been accepted as per
the results of regression shown in table 3. As effect
of procedural justice on turnover intention (= -.707,
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p=.000) was significantly declined when effect of orga-
nizational trust is controlled (from = -.707, p=.000, to
= .438, p=.001). It shows that organizational trust has
partial mediation effect on this relation.

6 Discussion

Our findings prove that the higher Perception of
procedural justice, the stronger the trust of employ-
ees on the organization. Evidences from prior studies
(Colquitt and Rodell, 2011; Greenberg, 1987; Pillai et al.,
2001) also support it. Our research provides the prag-
matic evidence that the trust of employees on the or-
ganization has a dominant impact on the organization.
Our second hypothesis stated that higher Perception of
procedural justice; leads to lower turnover intention of
employees. Our findings proved this and it is also con-
sistent with prior studys findings (Aryee et al., 2002;
Folger and Cropanzano, 1998). Our third hypothesis is
the higher trust in organization; the lower is turnover
intention of employees. Our research provides the em-
pirical evidence that the trust on the organization has
a dominant impact on the turnover intentions of em-
ployees. The study shows that the organizational trust
leads to the lowering of intensions among the employ-
ees to leave the organization. In previous researches
it has demonstrated that more trust stifles undesirable
outcomes, i.e. absence and turnover (Way et al., 2007).
When we look at the previous studies, the relationship
between trust and intension to quit is strongly sup-
ported. Fourth hypothesis of our study is the relation-
ship between procedural justice and turnover intention
is mediated by organizational trust. In fact, using fair
procedures enhances the trust of employees on the or-
ganization as result of which they own their organiza-
tion and subsequently the intensions of the employees
to leave the organization are decreased. There is sup-
port from previous researches that organizational trust
mediates between procedural justice and turnover in-
tention (Hopkins and Weathington, 2006). Fifth hy-
pothesis is the higher Perceived alternative job oppor-
tunities, the higher are turnover intention. Our find-
ings strongly proved this hypothesis. Researches of
previous studies also show consistent results to this
(Hwang, 2006; Rahman et al., 2008).

6.1 Implications

This research has implications for organizational
policy makers and researchers. It is aimed at improving
the effectiveness of the organizations. This study pro-
vides more comprehensive understanding about how
trust & justice impact the intentions of employee to
leave the organization. Firstly our study tells about the
procedural justice and organizational trust which im-
prove the employees job related attitudes and behav-

iors.
This research finds the impact of procedural justice

and turnover intention, organization trust as a media-
tor between them. The results show that the fairness
perception of procedures, processes and the level of
employee trust on the organization affect the employ-
ees intentions to leave the organization. So the research
also has implications for the social exchange theory. Or-
ganizations have impact on motivating the social ex-
change indicators among employees through building
trust among the employees and ensuring the fairness of
procedures of making decisions.

The organizational authorities should try to ensure
that the procedures of allocating the outcomes to the
employees are fair and consistently applied to all em-
ployees equally. More specifically organizations can
control turnover rate of employees by not just focusing
procedural fairness, but also by developing employees
trust on the organization. Through this process em-
ployees would become more trusted one to the orga-
nization and never try to quit.

6.2 Limitations

The generalizability of our research is restricted by
some limitations. First of all the scales were adapted
from the researches which conducted in West used for
the research. So such scales would not be very much
effective in the Asian conditions. Such measure must
be adapted and refined to make them fit to the par-
ticular conditions. Secondly, we collected all the data
at the same time, while we wanted to see the causal
relationships between different variables. So the data
collected through cross-sectional method would not be
able to confirm such casual relationships, instead a lon-
gitudinal research design is needed for confirmation.
Thirdly, the data collected for this research can be sub-
jected to common- method bias, because same ques-
tionnaires were used to collect all the data. Another im-
portant limitation would be that because the data were
collected from the universities of Rawalpindi and Is-
lamabad, the effect of gender on variables of our study,
was not considered. Similarly, all the data collected
from the teachers in the universities of Rawalpindi and
Islamabad; there is a need to replicate the results in the
corporate sector using the larger samples so that the
variables relationship strength may differ with other
work settings. Lastly, technique of sampling would be
a big question mark to the generalizability of the re-
sults. Although, our study gives explanation for causal
relationship; it does not recognize correlation relation-
ship.

6.3 Future recommendations

Our research gives opportunity for many possibil-
ities in future. Further research should confirm the
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finding of this paper. We have taken procedural jus-
tice as an independent variable in our model which is
basically concerned with the perception of employees
about how fair are the procedures of allocation of out-
comes to them. Such perceptions of employees build
up trust of employees on the organization and lead
to many attitudes. But many questions are still unex-
plored including what effects, if any, a fair process has
on the performance of the employees individually and
in team settings also? Can this perception of fairness of
procedures be helpful in overcoming the weaknesses
present in the employees? To what extent the fairness
of procedures lead to the overall effectiveness of the or-
ganization?

Along with answering these questions, future re-
search can also focus on other dimensions of justice in-
cluding interactional and systematic justice which will
lead to individual level outcomes and job outcomes
(DeConinck and Stilwell, 2004; Sweeney and McFarlin,
1993; Tekleab et al., 2005) it will provide more compre-
hensive understanding.

Further researches should segregate the results of
private and public sector; researchers should investi-
gate how much result is different in both sectors. Com-
parison of both sectors is recommended in future. We
have seen the effect of perception of fairness of proce-
dures in the model of turnover intensions in the educa-
tion sector. Future researchers can focus on economic
sector also. Moreover next studies can make compar-
ison between public sector institutes and private sec-
tor institutes. They can investigate that which sector is
more procedurally fair and how much results are dis-
similar.
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Abstract. The influential work of Markowitz (1952, 1959) provides foundation to modern investment philosophy.
Investors can reap the potential benefit of portfolio diversification only if the involved asset classes in investment
basket are not perfectly correlated. Objective of this study is to empirically investigate the cointegration among
equity market of Pakistan and its major trading partners (China, France, Germany, Hong Kong, Japan, Korea,
Malaysia, UK and USA). Sample period of study starts from 2004 to 2015, on weekly basis. Bivariate cointegration
(Johansen, 1991, 1995) analysis reveals that equity market of Pakistan has no long term relationship with any of the
equity markets of its major trading partners. Therefore, we recommend to potential investors, portfolio managers,
and policy makers that prospective benefit of portfolio diversification can be achieved by investing in the equity
markets of major trading partners of Pakistan. Further, they should be vigilant regarding the co-movement among
equity markets during portfolio management decisions.

1 Introduction

Globalizations of economies, deregulation of eco-
nomic activities and rapid advances in communication
technologies have enabled the stock markets to effec-
tively mobilize savings across international borders.
This phenomenon is contributing to well being of all
nations in the shape of increased savings and invest-
ments, competitive prices, developed financial as well
as product markets. Advanced capital markets and
liberalization of stock markets have increased the in-
vestors interest in international diversification (Cotter
and Stevenson, 2006; Kallberg et al., 2002; Liow et al.,
2009). Diversification means reducing investment risk
and increasing the probability of returns by putting in-
vestment in different security assets, subject to the con-
dition that the values of the securities do not dance in
unison (having no perfect or near perfect correlation).

Theory of diversification suggests that there are
two major causes of risk in investment. Firstly, the se-
curity in which investor invests loses its value abruptly
due to some unexpected or unforeseen events. The sec-
ond major cause of downward movement of the value
of a security asset is due to factors like overinvestment
in it. If the value of a firm starts upward movement
due to some favourable news, investors start buying
it. The buying momentum may continue till the asset

is overpriced. When investors realise that the security
has been overpriced, they start selling it. As a result
of selling, value of the asset starts declining, bringing
the value of the security down below its real (intrin-
sic) value. If funds are invested in more than one as-
sets, the chances or (risks) of losing all investment due
to some unforeseen incident(s) diminishes because it is
less likely that the values of all invested assets would
fall simultaneously (Ghosh and John, 1999; Gupta and
Guidi, 2012; Hoque et al., 2007; Mukherjee and Bose,
2008; Siklos and Ng, 2001; Wong et al., 2004). In case
there is a synchronised up and downward movement
of values among securities, investing in them would be
like investment in a single security and thus chances
of losses would be maximum. Therefore, investors and
fund managers should initially examine the past his-
tory of the changing values of asset and then invest
in the security that is having independent movement
trend in its values.

Looking from a different perspective, linking of
international markets can pose another challenge to
the investors as well as international financial integra-
tion. Recently, some financial markets have been show-
ing synchronised reactions to some common events
(e.g; stock markets response to credit market failure
in United States in 2008). This trend has forced the
financial analysts to reassess the heterogeneity in the
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movement of stock prices in different countries. If
the integration of equity markets of different coun-
tries has reached to a level that one common shock
can affect it equally, then diversified investment in it
may not give the expected positive results (Chuluun
and Graham, 2016; Cohen et al., 2008; Fu and Gupta-
Mukherjee, 2014). The purpose of this study is to em-
pirically investigate co-movement in the stock markets
of the countries with which Pakistan has major trade
relations. Hence, it is an attempt to analyze the long
term as well as short term relationship between Pak-
istani equity market and equity markets of its major
trading partners.

If there is long term relationship between Pakistani
equity market and equity markets of its major trading
partners then it can be safely concluded that there is
no opportunity in term of portfolio diversification for
Pakistani investor in the equity markets of its major
trading partners. Hence this study will contribute in
the existing literature by giving proper guidelines to
investors, financial institutions and policy makers that
they should be vigilant regarding the co-movement be-
tween equity markets before taking any prosperous in-
vestment decision. This study is important and lucra-
tive for international investors as it may prove helpful
to guide their investments decisions. They should be
vigilant regarding the long term relationship between
equity market of Pakistan and its major trading part-
ners before attracting any flourish decision.

2 Literature Review

The followers of the modern portfolio theory be-
lieved that investors and fund managers can put their
total assets into different baskets and can invest into
different across boarder markets until and unless the
return from the international markets is perfectly cor-
related with the return of domestic market. The prior
studies examined that this portfolio diversication in-
clude Lessard (1973), Levy and Sarnat (1970) and Sol-
nik (1974). But these are the earliest studies that proved
the theory of diversification, i.e. it reduces the risk
of basket. Hence if the stock markets of different
countries are highly interrelated then this interdepen-
dence can wipe out the benefit of diversification for in-
vestors. Moreover, if markets are integrated then any
financial crises in one economy may proof a source
of disturbance for other interlinked economies (Cot-
ter and Stevenson, 2006; Liow et al., 2009; Liow and
Yang, 2005). A number of studies explored the in-
terdependences between the equity markets of differ-
ent countries by using various econometrics models
such as Kasa (1992), Liow et al. (2009), Nasseh and
Strauss (2000), Bekaert et al. (2011), Shamsuddin and
Kim (2003), Cotter and Stevenson (2006); Pukthuan-
thong and Roll (2009), and Ryan and Gerard (2003).

A plethora of literature concludes that interde-
pendence of stock market prices in different coun-
tries increases during and after financial hardships
(Bekaert et al., 2011, 2008; Berger, 2011; Donadelli and
Persha, 2014; Eiling and Gerard, 2007; Lahrech and
Sylwester, 2011; Rajan and Zingales, 2003).Arshana-
palli and Doukas (1993) analyzed the stock price co-
movement in major stock exchanges namely, the Dow
Jones, FAZ (Frankfurt), FTSE 100, Nikkei and CAC
(Paris). The study indicated that except for the Nikkei,
stock prices of the under study markets have shown
significant synchronization after the stock market crises
of October 1987. Arshanapalli et al. (1995) also found
significant increase in interdependence of Asian-Pacific
markets after the 1987 collapse. Longin and Solnik
(1995) and Karolyi and Stulz (1996) while investigat-
ing the interdependence of major European countries
and Japanese and U.S stock markets respectively, con-
cluded that correlation between stock prices increases
during unstable and volatile market conditions, highly
depressing the returns expected from portfolio diversi-
fication.

Interdependence of stock prices of international
stock markets was also investigated by Hassan and
Naka (1996) and Bekaert et al. (2008) for the period be-
fore and after 1987 stock markets crash. The study re-
vealed that there was a significant multilateral relation-
ship among the stock prices of United States, United
Kingdom, Japan, and Germany for the period under
investigation. In addition, the results of the study
also highlighted that the United States stocks were the
most influential in affecting the stocks of the remain-
ing under investigation countries during stock mar-
ket crises. Studies such as Lucey and Zhang (2010),
Brooks and Del Negro (2004); Lahrech and Sylwester
(2011), and Höchstötter et al. (2014) also discussed the
co-movements among equity markets. Liu et al. (1999)
have studied the changes in stock prices of Japan, U.S,
Singapore, Hong Kong, Taiwan and Thailand. The
study found that relation between stock returns of
Asian-Pacific markets has gained strength after 1987
stock market crash. The study also concluded that in-
creased relationship between stock price changes has
reduced the benefit of diversification in equity market.

The influence of the Japanese and the United States
markets on the stocks of Asian countries was empiri-
cally analyzed by the study of Cha and Oh (2000). The
findings of the study indicated that co-movement be-
tween the stock markets of Japan and United States,
and developing Asian countries has started to change
after 1987 stock market crash. Financial contagion
further explored by the different researchers such as
Bae et al. (2003), Rua and Nunes (2009), Chue (2005),
Van Rijckeghem and Weder (2003), Pretorius (2002),
Johnson and Soenen (2003), Asgharian et al. (2013),
Claus and Lucey (2012) and Forbes and Rigobon (2002).
Another interesting finding of the study was that cor-
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relation between these markets has gained strength af-
ter the 1997 currency crises in Asia. Yang (2002) seeks
to determine the long-term co-movement in the stock
markets of East Asian countries namely, Hong Kong,
Indonesia, Korea, Malaysia, Thailand, the Philippines,
Singapore and Taiwan. The results of his study sug-
gested that there was no synchronization among the
stock prices of these countries during the 1997 to 1998
financial distress. Daly (2003) examined the static and
dynamic linkages among the stock markets of Indone-
sia, Malaysia, Philippines, Singapore, Thailand, and
that of the stock markets of developed countries like
Australia, Germany and the United States from April
1990 until October 2001. The study concluded that
there was a strong correlation among these stock mar-
kets. The study also suggested that except for Malaysia
and Singapore the co-movement of stock prices gained
more strength after 1997 financial crises.

Another group of studies have investigated the co-
movement of stock markets returns citing reasons like
influence of some advanced stock markets on other
markets, economic interdependence, trade relation-
ship, and geographical location on the stock markets
synchronization. Findings of Eun and Shim (1989) in-
dicated that US stock markets were the most influen-
tial in affecting the stock markets of other countries.
Roca, Selvanathan and Shepherd (1998) analyzed the
equity prices correlation among the stock markets of
Malaysia, Singapore, Thailand, Indonesia and Philip-
pines (five countries of Association of South East Asian
Nations). The findings of the study pointed out that
there was no long run co-movement in the stock market
of these countries. Another conclusion of the study was
that Malaysia was the most influential market in these
countries; also, Neaime (2012), Thalassinos et al. (2003),
Caporale et al. (2005), Forbes and Rigobon (2002), Agar-
wal and Taffler (2008), Voronkova (2004), Johnson and
Soenen (2003), Barari (2004), Phylaktis and Xia (2006),
Berben and Jansen (2005) and Brooks and Negro (2006)
focused on the long term relationship in equity mar-
kets. Hashmi and Xingyun (2001) sought to determine
the linkages among Southeast Asian countries, Tokyo
and New York stock markets before and after the Asian
financial crash. The study concluded that New York
stock market had a strong influence on the Southeast
Asian stock markets but the effect is unilateral. The
Tokyo stock market appeared to be isolated in the re-
gion. The Malaysian Stock Exchange was also found
to be isolated from the regional stock markets after the
Asian financial crash.

In the same footing, Walti (2005) while studying
the stock returns of fifteen industrialized countries for
the period 1973 to 1997, concluded that trade, financial
integration and fixed exchange rates enhanced cross-
markets co-movements. Morgado and Tavares (2007)
investigated the effect of trade on the co-movements of
share prices of 40 developed and emerging markets for

the period 19701990. The study concluded that trade
linkages have significant impact on stock prices syn-
chronization. Further studies such as Sun and Zhang
(2001), Sun and Seiler (2013), Chi et al. (2009), Chien
(2010), Mei and Clutter (2010), and Cascio and Clutter
(2008) focused on the long run relationships in real es-
tate markets. Forbes and Rigobon (2002) pointed out
that during volatile market conditions the relation be-
tween various market prices were strongly affected by
heteroskedesticity. They concluded that it was eco-
nomic interdependence and not the markets volatility
which force these markets to move together. Ampomah
(2008) concluded that African stock markets were not
synchronized with international equity markets and
thus suitable for returns from portfolio diversification.

On the basis of all above discussion it can be sum-
marized that different researchers studied the equity
markets of different countries with different perspec-
tive. Some of them analyzed the cointegration among
the equity markets of different countries by employing
different econometric models. But there exists limited
literature which focuses on analyzing the cointegration
between Pakistan and its major trading partners. To do
this, we use different latest methodologies available in
the econometrics literature for cointegration. We apply
the Johansen approach for co-integration along with er-
ror correction model, variance decomposition analysis
and impulse response analysis. The discussion regard-
ing the data and methodological issues are presented
in the following section.

3 Data and Research Methodology

Study uses the Bloomberg database to collect the
time series of the equity indices of major trading part-
ners of Pakistan. Our study period consists of almost
twelve years on weekly basis from January 2004 to Oc-
tober 2015. This study considers the major trading part-
ner of Pakistan consisting of China, France, Germany,
Hong Kong, Japan, Korea, Malaysia, UK and USA. Ta-
ble 1 presents the details of selected stock indices of
Pakistan and its major trading partner.

The change in the price of each index is calculated
by using the following equation:

Rt = ln
(

Yt
Yt−1

)
. . . . . . (1)

Where Rt is the continuous compounded return for
week t and Yt and Y(t−1) stand for closing values for
week t and t − 1 respectively.

Stationarity of the time series is one of the basic as-
sumptions of the Cointegration analysis. This study
uses the Augmented Dickey Fuller (ADF) test (Dickey
and Fuller, 1979) and Phillips-Perron (PP) test (Phillips
and Perron, 1988), to test the level of integration of the
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Table 1: Indices of the Pakistani equity markets and its major trading partner

Country Name Index

Pakistan KSE-100 INDEX

China CHINA SHANGHAI COMPOSITE INDEX

France CAC 40

Germany DAX

Hong Kong HANG SENG INDEX

Japan NIKKEI 225

Korea KOSPI COMPOSITE INDEX

Malaysia KLSE

UK FTSE-100

USA S & P 500 INDEX
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Figure 1:

all the time series. Here the null hypothesis, i.e. the se-
ries has a unit root is tested. The acceptance or rejection
of this null hypothesis will determine the stationarity
in the time series data. The Augmented Dickey Fuller
(ADF) test finds out the possibility or existence of unit
root by employing an autoregressive (AR) model. The
equation for an autoregressive AR (1) model is given
below:

Pt = ϕPt−1 + εt

Where, Pt is the variable under study, t shows the
time period and εt denotes the error term for that pe-
riod. The following equation can be used as regression
equation:

∆Pt = (ϕ − 1) Pt−1 + µt = δPt−1 + εt

Here, ∆ is the symbol of first difference operator.
The model of above equation can be estimated for unit
root in ADF test. The assumptions behind the Aug-
mented Dickey Fuller (ADF) test are quite strict and it
believes on the assumption that the disturbance terms
are independent and are homo-skedastic i.e. the vari-
ance of the disturbance term is constant over time. So
this study also uses a relatively less strict test for the
same purpose. The Phillips-Perron (PP) test also ap-
plies to check out the stationarity of the time series. The
PP test considered a less strict test than of ADF test and
it works under the assumption that the error terms are
heterogeneously distributed. Mathematically, it can be
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written as:

Pt = ρ + 1Pt−1 + t

{
t − T

2

}
+ εt

This study uses the maximum likelihood based Jo-
hansen (1994) approach to investigate the long-term re-
lationship. Johansen (1994) co-integration analysis ex-
amines the existence of long term co-movement of the
any time series. This approach of co-integration put
forwards two types of likelihood ratio test for the pres-
ence of cointegration equations among the variables. It
includes the Trace statistics and maximum eigenvalue
test. The maximum eigenvalue test considers the null
hypothesis i.e. there are at most r co-integrating vector
beside the alternative of the r+1 co-integrating vector
and statistically, it can be written as:

λ (r) = −N ∑I n (1 − λr+1)

In the above equation, λr+1, λr+2, . . . , λn are the (n
r) smallest squared canonical correlation and N shows
the total number of observations. On the other hand
the Trace statistics examines the null hypothesis of r co-
integrating vector beside the alternative of r or greater
than r co-integrating vector and statistically, it can be
written as:

λ (r) = −N ∑I n (1 − λi)

In the co-integration analysis, after the determina-
tion of unit root the next step is to find out the appro-
priate lag length for vector auto-regression (VAR). The
appropriate lag length will be found by considering the
Akaike information criterion (AIC), Schwarz informa-
tion criterion (SIC) and Hannan-Quinn information cri-
terion (HQ). The appropriate lag length will be the lag
length where the value of these criteria will be found
minimum.

If there is co-integration in the equity markets then
VECM can be used to find out the short-term inter-
action between the different time series. ? explored
that if there is long run relationship then to capture
the short term divergence, a term of error correction is
added into the system of equations. Hence the innova-
tion in the explained variable is a function of the level
of dis-equilibrium and change in the independent vari-
ables. Here the level of dis-equilibrium is confined by
the error correction term in the model. According to
the Granger representation, an error correction model
(with 2 co-integrating variable) has the following form:

∆Yt = ρ + ϕXt + ϕ1εt−1 + ϑt

Where, εt−1 shows the error correction term and
ϕ1 is the coefficient of short tern adjustments. To test
out of sample causality, variance composition is also
used in this study. It shows the decomposition of the

change in the variable, in a specified period which oc-
curs due to the changes due to its own dynamics and
also shows the contribution of other variables in prior
period. Lütkepohl and Poskitt (1991) presents an im-
pulse response analysis to analyze that how quickly the
shocks in one equity market are transferred to rest of
the equity markets. The moving average of the vector
auto-regression model is used to acquire this.

4 Empirical Results

To grasp a rough idea about the long term relation-
ship between the equity market of Pakistan and its ma-
jor trading partners, we present a line graph. The figure
1 plots the equity indices in their natural logarithmic
form of all the studied equity markets.

4.1 Descriptive Analysis

Table 2 reports the results of descriptive statistics.
The average weekly return in percentage terms of the
KSE-100 index is 0.34 percent having a standard de-
viation of 3.7 percent. Equity markets of USA, UK,
Japan, Germany and France are offering weekly nega-
tive returns to their investors while the equity markets
of Malaysia, Korea, Hong Kong and China are offering
positive weekly returns. The result of Skewness which
is a measure of normality of data shows that the return
of all the indices is negatively skewed or skewed to-
wards left. Similarly the value of kurtosis also supports
the results of skewness. One can also find the maxi-
mum and minimum value of the weekly returns of all
the equity markets for the entire study period.

4.1.1 Correlation Matrix

Results of correlation analysis are presented in ta-
ble 3. Correlation matrix can be used to comment upon
the direction and strength of relationship between two
variables. From table 3, it can be safely concluded that
Pakistan has a weak relationship among all its major
trading partners equity market. The relatively strong
correlation of KSE-100 index is observed with the eq-
uity market of Korea having correlation coefficient (r)
of 0.18. Interestingly, equity market of Pakistan has
positive association with its entire major trading part-
ners although the strength of this association changes
from market to market. Generally it is agreed that cor-
relation matrix is a weak measure to check the relation-
ship between variables as it only discusses the strength
and direction of relation without discussing any cause
and effect of relationship. Hence we also applied pow-
erful test to further analyze the relationship.
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Table 2: Descriptive Analysis

PAK USA UK Malaysia Korea Japan Hong Kong Germany France China

Mean 0.0034 -0.0002 -0.0003 0.001 0.0012 -0.001 0.0004 -0.0002 -0.0009 0.0008

Median 0.0076 0.0009 0.0019 0.0021 0.0058 0.0016 0.0021 0.0033 0.0014 0

Std. Dev. 0.037 0.028 0.0269 0.0225 0.0389 0.0321 0.0339 0.0355 0.0326 0.0356

Kurtosis 3.6236 6.5485 11.6897 3.8591 3.5755 9.4137 2.2101 5.0041 6.5638 1.7684

Skewness -0.982 -0.619 -1.1454 -0.4024 -0.54 -1.29 -0.2142 -0.6708 -0.969 0.1509

Range 0.3288 0.3368 0.3621 0.2404 0.3996 0.3933 0.2953 0.3929 0.3748 0.2884

Minimum -0.2 -0.2 -0.2363 -0.1145 -0.229 -0.278 -0.1782 -0.2435 -0.25 -0.149

Maximum 0.128 0.1359 0.1258 0.1259 0.1703 0.1145 0.1172 0.1494 0.1243 0.1394

Table 3: Correlation Matrix

PAK USA UK Malaysia Korea Japan HongKong Germany France China

PAK 1

USA 0.131 1

UK 0.109 0.7621 1

Malaysia 0.145 0.2684 0.2903 1

Korea 0.179 0.5095 0.491 0.3647 1

Japan 0.116 0.5238 0.5808 0.3722 0.6089 1

Hong Kong 0.127 0.5199 0.6292 0.4574 0.6409 0.6259 1

Germany 0.146 0.76 0.8535 0.3488 0.5551 0.5889 0.6099 1

France 0.142 0.7707 0.9016 0.3111 0.5224 0.5927 0.6046 0.9149 1

China 0.041 0.0869 0.0958 0.2128 0.1739 0.176 0.2598 0.1079 0.0946 1

4.1.2 Unit Root test

Stationarity is one of the key concepts in the time
series data. It is necessary to check the data for Sta-
tionarity to avoid the problem of spurious regression
Asaolu and Ogunmuyiwa (2011). This particular study
uses the unit root test to check the Stationarity of time
series. We apply Augmented Dickey and Fuller (1979)
and Phillips and Perron (1988). The results of both of
the ADF and PP test are presented in table 4. In unit
root test the null hypothesis which is a particular time
series hypothesis having a unit root is tested against
the alternate hypothesis claiming that particular time
series is stationary. From the table, on the basis of ADF
test it can be easily concluded that all the equity indices
are not Stationarity at first level but all become station-
ary after their first difference or all the time series data
is integrated of order one i.e. I(1). Results of PP also
support the results of ADF test. Hence one can confirm

the application of Johansen approach as all the time se-
ries are integrated at the same level i.e. I(1).

Before the application of JJ approach, the determi-
nation of appropriate lag length is considered an im-
portant step. To determine the appropriate lag length
of this study we apply different tests up to eight lags.
The results of AIC, SC and HQ are presented in table 5.
According to the Schwarz information criterion the ap-
propriate lag length for this system is one (1). So for on-
ward, we use lag length for VAR model which is equal
to one.

This study uses VAR base Johansen (1991, 1995)
procedure for the co-integration which is maximum
likelihood based procedure. We have applied two
types of test which is suggested by Johansen: (1) Trace
Test and (2) Max. eigen value test. The results of both
of the cointegration test are presented in table 6 and
7 respectively. The result of Trace test in multivariate
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Table 4: Results of Unit Root test

ADF (Level) ADF (First Dif.) PP (level) PP (First Dif.)

Pakistan -0.98 -22.84 -1.1 -23.07

USA -2.31 -27.4 -2.22 -27.4

UK -2.29 -26.56 -2.17 -26.63

Malaysia -0.33 -15.97 -0.53 -24.21

Korea -0.62 -25.45 -0.6 -25.45

Japan -1.94 -25.86 -1.96 -25.84

Hong Kong -1.41 -24.98 -1.55 -25.04

Germany -1.72 -25.48 -1.73 -25.47

France -1.57 -26.49 -1.51 -26.51

China -1.3 -23.54 -1.62 -24.07

Critical Values

1% -3.44 -3.44 -3.44 -3.44

5% -2.87 -2.87 -2.87 -2.87

10% -2.57 -2.57 -2.57 -2.57

framework suggests that there exist two cointegrating
equations at 5% level. On the other hand, Max. Eigen
value test authenticates the one cointegrating equation
at 5% level.

To further analyze the long term nature of relation-
ship between equity market of Pakistan and its major
trading partner, we also apply the Johansen approach

in bivariate framework. For this purpose we run the
Johansen approach between Pakistani equity markets
and equity market of each of its trading partners. The
results of both tests, i.e. Trace test and Max. Eigen
value test are presented in table8. On the basis of Bi-
variate cointegration analysis it is clear that the equity
market of Pakistan has no long term relationship with

Table 5: VAR Lag Order Selection Criteria

Lag AIC SC HQ

0 147.56 147.64 147.59

1 116.91 117.7 117.21

2 116.74 118.26 117.33

3 116.81 119.05 117.68

4 116.91 119.88 118.07

5 116.96 120.65 118.39

6 117.06 121.47 118.77

7 117.11 122.25 119.11

8 117.17 123.03 119.45
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Table 6: VAR Lag Order Selection Criteria

Hypothesis Eigen value Trace Statistic Critical Value 5% Prob.*

Lag Length = 1

r = 0 0.1075 276.04 239.24 0.0003

r ¡ 1 0.082 205.95 197.37 0.0175

r ¡ 2 0.071 153.26 159.53 0.1041

r ¡ 3 0.0603 107.92 125.62 0.3564

r ¡ 4 0.0439 69.585 95.75 0.7362

r ¡ 5 0.0261 41.916 69.82 0.913

r ¡ 6 0.0179 25.602 47.86 0.9016

r ¡ 7 0.0151 14.496 29.8 0.8117

r ¡ 8 0.0082 5.097 15.49 0.7984

r 9 0 0.001 3.84 0.9782

*MacKinnon-Haug-Michelis (1999) p-values

Table 7: Multivariate Co-integration test (Max-Eigen Value Statistics)

Hypothesis Eigen value Trace Statistic Critical Value 5% Prob.*

Lag Length = 1

r = 0 0.108 70.086 64.505 0.013

r ¡ 1 0.082 52.689 58.434 0.165

r ¡ 2 0.071 45.346 52.363 0.218

r ¡ 3 0.06 38.332 46.231 0.272

r ¡ 4 0.044 27.669 40.078 0.586

r ¡ 5 0.026 16.314 33.877 0.945

r ¡ 6 0.018 11.106 27.584 0.963

r ¡ 7 0.015 9.399 21.132 0.799

r ¡ 8 0.008 5.096 14.265 0.73

r ¡ 9 0 0.001 3.841 0.978

*MacKinnon-Haug-Michelis (1999) p-values

any of the equity markets of its major trading partners
i.e. China, France, Germany, Hong Kong, Japan, Korea,
Malaysia, UK and USA. Both of the tests for cointegra-
tion confirm the results of each other as presented at
table 8. Hence Pakistani investor can get the benefit of
portfolio diversification in the equity markets of its ma-
jor trading partners in the long run.

4.1.3 Pair-wise Granger Causality Tests

Granger (1969) idea can be used to find out the lead
and lag nature of relationship between two variables.
There may be unidirectional or bidirectional causality
in variables. The results of pair wise Granger Causal-
ity test are presented in table 9. From the table it is
evident that there exists no causality (unidirectional or
bidirectional) between the equity markets of Pakistan
and China, France, Korea, Malaysia and USA. But ac-
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Table 8: Bivariate Co-integration test

Country Name Test type Result

Pakistan China Trace Test No Cointegration

Max-Eigen Value Test

Pakistan France Trace Test No Cointegration

Max-Eigen Value Test

Pakistan Germany Trace Test No Cointegration

Max-Eigen Value Test

Pakistan Hong Kong Trace Test No Cointegration

Max-Eigen Value Test

Pakistan Japan Trace Test No Cointegration

Max-Eigen Value Test

Pakistan Korea Trace Test No Cointegration

Max-Eigen Value Test

Pakistan Malaysia Trace Test No Cointegration

Max-Eigen Value Test

Pakistan UK Trace Test No Cointegration

Max-Eigen Value Test

Pakistan USA Trace Test No Cointegration

Max-Eigen Value Test

cording to table 9, there exists a unidirectional causality
between the equity market of Pakistan and Germany,
Hong Kong, Japan and UK.

4.1.4 Error Correction model

To further analyze the nature of relationship be-
tween equity markets of Pakistan and its major trad-
ing partners, we also used the vector error correction
model. The results of VECM are presented at table 10.
Basically it uncovers the speed of adjustment from the
disequilibrium to equilibrium in the short term. From
the table, the coefficient of ECM model is -0.8821. The
negative sign of this coefficient shows the direction of
movement from disequilibrium to equilibrium. It can
be safely said that among the total disequilibrium in
the past period, 82% of this is adjusted in current pe-
riod. The mathematical equation of VECM is also given
below.

4.1.5 Variance Decomposition Analysis

Variance decomposition along with the impulse re-
sponse analysis uncovers the wealth of information re-
garding the dynamic effect and this focus on the short

term nature of interaction among the equity markets
of Pakistan and its major trading partners. Variance
decomposition analysis uncovers the fact that whether
and up to what extent other equity markets are explain-
ing the total variation in the equity markets of Pakistan.
Hence it gives the relative importance of other coun-
tries equity markets towards explaining the shocks in
Pakistani equity markets. The results of variance de-
composition test are presented in table 10. On the ba-
sis of this it can be said that most of the shocks or
variation in the Pakistani equity markets are due to its
own dynamics. Anyhow the equity markets of France,
Korea and Germany are exerting pressure on the Pak-
istani equity markets. Impulse response function dia-
gramcally analyze the response of the equity markets of
Pakistan towards one period standard deviation vari-
ations to the innovation of system. It further shows
the direction of response to each of the shocks. The
results of impulse response analysis are presented in
appendix(Figure2).
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Table 9: Pair-wise Granger Causality Tests

R PAK does not Granger Cause R FRANCE 1.0669 0.3021 No

R FRANCE does not Granger Cause R PAK 3.5336 0.0606 Causality

R PAK does not Granger Cause R GERMANY 0.154 0.6949 Unidirectional

R GERMANY does not Granger Cause R PAK 6.267 0.0126 Causality

R PAK does not Granger Cause R HONG KONG 1.8431 0.1751 Unidirectional

R-HONG KONG does not Granger Cause R PAK 5.944 0.0151 Causality

R PAK does not Granger Cause R JAPAN 0.8606 0.3539 Unidirectional

R JAPAN does not Granger Cause R PAK 4.2326 0.0401 Causality

R PAK does not Granger Cause R KOREA 2.1224 0.1457 No

R KOREA does not Granger Cause R PAK 0.8303 0.3625 Causality

R PAK does not Granger Cause R MALAYSIA 1.448 0.2293 No

R MALAYSIA does not Granger Cause R PAK 0.0284 0.8662 Causality

R USA does not Granger Cause R PAK 2.6234 0.1058 No

R PAK does not Granger Cause R USA 0.0034 0.9537 Causality

R UK does not Granger Cause R PAK 5.841 0.0159 Unidirectional

R PAK does not Granger Cause R UK 0.6662 0.4147 Causality

5 Conclusions

The objective of this study was to empirically inves-
tigate co-movement in the stock markets of the coun-
tries with which Pakistan has major trade relations.
Hence it is an attempt to analyze the long term as well
as short term relationship between Pakistani equity
market and equity markets of its major trading part-
ners. The total study period consists of almost twelve
years on weekly basis from January 2003 to October
2014. This research uses KSE-100 index as proxy for the
stock index in Pakistan. This study considers the major
trading partner of Pakistan consisting of China, France,
Germany, Hong Kong, Japan, Korea, Malaysia, UK and
USA. Descriptive statistics showed that equity markets
of USA, UK, Japan, Germany and France are offering
weekly negative returns to their investors while the eq-
uity markets of Malaysia, Korea, Hong Kong and China
are offering positive weekly returns. On the basis of
correlation matrix, it is evident that equity market of
Pakistan has positive association with its entire ma-
jor trading partners although the strength of this as-
sociation changes from market to market. Generally
it is agreed that correlation matrix is a weak measure
to check the relationship between variables as it only
discusses the strength and direction of relation without

discussing any cause and effect of relationship.

Unit root test has been conducted to check the Sta-
tionarity of time series. From the Augmented Dickey
and Fuller (1979) and Phillips and Perron (1988) test it
can be easily concluded that all the equity indices are
not Stationarity at first level but all become stationary
after their first difference or all the time series data is
integrated of order one. On the basis of Bivariate coin-
tegration analysis (VAR base Johansen (1991, 1995) it
was cleared that the equity market of Pakistan has no
long term relationship with any of the equity markets
of its major trading partners i.e. China, France, Ger-
many, Hong Kong, Japan, Korea, Malaysia, UK and
USA. The results of pair wise Granger Causality test
suggested that there exists no causality (unidirectional
or bidirectional) between the equity markets of Pak-
istan and China, France, Korea, Malaysia and USA.
On the other hand, there exists unidirectional causality
between the equity market of Pakistan and Germany,
Hong Kong, Japan and UK. Variance decomposition
along with the impulse response analysis reveals that
most of the shocks or variation in the Pakistani equity
markets was due to its own dynamics. Anyhow the eq-
uity markets of France, Korea and Germany were ex-
erting pressure on the Pakistani equity markets.

On the basis of battery of econometrics, it was con-
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Table 10: Error Correction Model

Regressor Coefficient SE T-Ratio Prob.

USA 0.0631 0.0872 0.7228 0.47

UK -0.1618 0.1354 -1.195 0.233

Malaysia 0.1167 0.0775 1.5057 0.133

Korea 0.1336 0.0541 2.4691 0.014

Japan -0.0426 0.0656 -0.649 0.517

Hong Kong -0.0159 0.0692 -0.2305 0.818

Germany 0.0419 0.108 0.3884 0.698

France 0.1137 0.1371 0.8298 0.407

China 0.004 0.0434 0.0915 0.927

ecm(-1) -0.8821 0.0396 -22.2873 0

R-Squared 0.4617 R-Bar-Squared 0.4537

S.E. of Regression 0.0362 Equation Log-likelihood 1173.8

SB Criterion 1141.7 Akaike Info. Criterion 1163.8

F-stat. 57.7594[.000] DW-statistic 2.0306

ECM=Pakistan - 0.071487*USA + 0.18345*UK - 0.13227*Malaysia -0.15141*Korea + 0.048238*Japan + 0.018081*Hong Kong -
0.047537*Germany - 0.12892*France - 0.0044993*China

Table 11: Variance Decomposition Analysis

Period Pak China France Germany Hong Kong Japan Korea Malaysia UK USA

1 96.37 0.06 2 0.24 0.15 0.02 0.91 0.25 0 0

2 94.27 0.07 2.69 0.85 0.47 0.06 1.07 0.41 0.11 0.01

3 94.14 0.07 2.71 0.85 0.47 0.06 1.06 0.41 0.11 0.12

4 94.12 0.07 2.71 0.85 0.47 0.06 1.07 0.41 0.11 0.13

5 94.12 0.07 2.71 0.85 0.47 0.06 1.07 0.41 0.11 0.13

6 94.12 0.07 2.71 0.85 0.47 0.06 1.07 0.41 0.11 0.13

7 94.12 0.07 2.71 0.85 0.47 0.06 1.07 0.41 0.11 0.13

8 94.12 0.07 2.71 0.85 0.47 0.06 1.07 0.41 0.11 0.13

9 94.12 0.07 2.71 0.85 0.47 0.06 1.07 0.41 0.11 0.13

10 94.12 0.07 2.71 0.85 0.47 0.06 1.07 0.41 0.11 0.13

cluded that Pakistani equity market has no long term
relationship with its major trading countries equity
markets. This study is important and lucrative for in-

ternational investors as it may help guide their invest-
ments decisions. Since all these Pakistani trading part-
ners countries equity markets have no empirical long
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Appendix 1:   

Impulse Response Analysis 
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Figure 2: Appendix: Impulse Response Analysis

term relation with Pakistani equity markets so they can
get the benefit of portfolio diversification by investing
in the equity markets of Pakistan. This study is also
helpful for Pakistani investor, fund managers, policy
makers and regulators as it guides their investment
decisions. They should be vigilant regarding the co-
movement between equity markets before taking any
prosperous decision. Hence Pakistani investors can get
the benefit of portfolio diversification in the equity mar-
kets of its major trading partners in the long run.
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Abstract. This study aims to examine the relationship between employee engagement, organizational commit-
ment and organizational citizenship behavior. With the help of literature, current study developed two hypotheses
regarding employee engagement, organizational commitment and organizational citizenship behavior. Educa-
tional sector was selected for the conducting of this study. Structured closed ended questionnaire was used for the
collection of data. Using correlation and regression analysis, the study results showed that there is a significant
positive relationship between employee engagement and organizational commitment and furthermore confirmed
that there is a significant positive relationship between employee engagement and organizational citizenship be-
havior. This study provided beneficial insights about employee engagement in the education sector of Pakistan.
The study concludes by discussing limitations and future research directions.

1 Introduction

In this modern world organizations agree that a
skillful workforce is the most important asset of any
organization and turnover of such workforce is a big
problem for most organization. Hence, attracting and
retaining such skilled employees is a big challenge
for todays organization, because the skilled employees
have usually more job options (Joo and Mclean, 2006).
However, employees having necessary skills are suffi-
cient to help the organization to accomplish its objec-
tives and goals. It is vital for the organization to man-
age these skilled employees for active and better per-
formance (Cho and McLean, 2009).

According to Ulrich and Smallwood (2007) for the
success of organization, it is necessary that it must
have employees with three qualities; commitment or
engagement, competence and contribution. Perfor-
mance of the employees not only depends on the cog-
nitive skills and competence, however employee per-
formance also depends on the emotional response of
the worker to the organizational works. Moreover, it
has been empirically tested that engaged employees
who are engaged in their jobs and organization are less
motivated through financial rewards and highly moti-
vated through non-financial rewards. Thus, employee
engagement is one of the most crucial topics in the field
of management and HRD (Gebauer et al., 2008).

In the past few years, researchers have given
greater attention to employee engagement. Organi-
zations can increase their productivity and achieve

business outcomes through superior technology, well-
organized work processes and through employee en-
gagement. Different research studies have suggested
that organizational outcomes and performance depend
on employee engagement (Harter et al., 2002; Saks,
2006). Though, previous literature highlighted that em-
ployee engagement level is decreasing while the level
of disengagement in the United States has been on the
rise (Saks, 2006). For example, about half of the total
employees in the United States are reportedly disen-
gaged bearing the annual productivity makes 300 bil-
lion losses (Saks, 2006). Sorenson (2013) of employee
shows that in United States and Canada the engaged
employees are 29% and not engaged employees are
54% and actively disengaged are 18%.

According to Flade (2003) the estimated cost of
British economy due the disengagement of the employ-
ees is ranging from 37 billion to 38 billion per year.
While in Japan only nine percent of the workforce is en-
gaged and loss of productivity is about 232 billion dol-
lar (Wellins et al., 2005). According to the recent survey
of Sorenson (2013) worldwide result of 142 countries
shows that only 13% of workforce is engaged and 63%
is not engaged and 24% are disengaged actively.

In Pakistan the level of engaged employees is only
15%, while not engaged employees are 68% and 16%
of employees are actively disengaged (Sorenson, 2013).
However, these findings reveal that companies pay
high cost due to the disengagement of the employees.
In the past few years employee engagement has taken
a fundamental part in the effectiveness of an organiza-
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tion. It is due to the fact that engagement has consider-
able impact on the employee outcomes and organiza-
tional outcomes. Those organizations which have en-
gaged employees, will have committed employees and
there will be low chances of turnover. The organiza-
tion will increase its profitability and productivity and
will have loyal and satisfied customer due the result
of those engaged employees (Kompaso and Sridevi,
2010). However, there are several studies which have
provided an empirical evidences that employee with
high engagement level will also have improved per-
formance (Echols and Tsai, 2005; Jeung, 2011; Luthans
and Peterson, 2002; Smythe, 2008; Tasker, 2004; Walters,
2008; Whiteoak et al., 2006). To the best of researchers
knowledge, this area remained ignored in under devel-
oping country like Pakistan.

2 Literature Review

Employee engagement is one of the most popular
concepts in the field of Human Resource Development.
From the past two decades the idea of engagement is
initiated in the organization and management litera-
ture (Simpson, 2009). Employee engagement plays a
key role in the success of any organization. Therefore,
considerable attention was given to the term engage-
ment and researchers are giving more consideration
on the roles of employee engagement for the organiza-
tional success in order to attain competitive advantage.

2.1 Employee Engagement

Employee engagement is considered a novel con-
cept in the field of HRD but it is greatly promoted by
different consultant companies (Wefald and Downey,
2009). Different scholars and researchers are agreed
upon the basic concept of employee engagement,
which helps explain the behavior of employees at
work; however, scholars present different definitions of
employee engagement.Kahn (1990) defined employee
engagement as the harnessing of Organization mem-
bers selves to their work roles; in engagement, people
employ and express themselves physically, cognitively,
and emotionally during role performances. Whereas,
on the contrary, disengagement is defined as uncou-
pling of selves from work roles in which the individual
take out themselves physically, cognitively and emo-
tionally while acting that job. Thus, Kahn stressed that
engagement is psychological and physical presence of
employee while performing the job.

2.2 Organizational Citizenship Behaviors
(OCB)

The notion of work behavior comes under the
scope of job responsibility and has obtained a lot of

attention since the book Organizational Citizenship
Behavior: The Good Solider Syndrome was published
by Organ (1988). During 1983-1988 about 13 papers
were published related to OCB and other related con-
structs and about 122 papers were published during
1993-1998 (Podsakoff et al., 2000). It shows that OCB is
highly important in the business literature. However,
it shows that the concept of OCB is not new in the cor-
porate world, the notion of OCB started from works of
the earlier scholars Barnard (1938) and then later on to
work of Katz (1964) and lastly to the work of LePine
et al. (2002).

There are several definitions of OCB which are pre-
sented in the following:

Chester Bernard observed the phenomena of OCB
for the first time in 1930 and called it extra-role behav-
iors (Barnard, 1938) while later on citizenship term was
used by Katz (1964) to represent those worker which
express extra-role behaviors.

OCB is elaborated as Individual behavior that is
discretionary, not directly or explicitly recognized by
the formal reward system, and that in the aggregate
promotes the effective functioning of the organization
(Organ, 1988).

Later on in 1997, Organ defined organization cit-
izenship as performance that supports the social and
psychological environment in which task performance
takes place (Organ, 1997).

There are some researchers who have tried to de-
fine OCB from their own lenses, and this definition
shows quite resemblance with the works of Organ and
his colleagues. Niehoff and Moorman (1993) described
OCB as behavior which is not incorporated in the job
description of the employees. OCB is also known as
good soldier syndrome (Organ, 1988). It is the behav-
ior which is showed by the committed employees of the
organization. OCB consists of Punctuality of the em-
ployees, helping other colleagues of the organization,
presenting innovating ideas, volunteer work in the or-
ganization (Organ, 1988). It also has the tendency to
stop an individual from undesirable action like com-
plaining, arguing and finding fault with others (Organ,
1988).

Components of Organizational citizenship behav-
iors Organ (1988), argued that there are five compo-
nents of OCB:

1. Altruism: Altruism means helping or helpful-
ness. Altruism is helping other members of the
organization in performing their jobs.

2. Conscientiousness: It is a behavior of the em-
ployees that is out of the level of compulsory ex-
pectation; it differs from term altruism due to
dissimilar targets. Its target can be departments
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or whole organization while the objective of al-
truism is only individual.

3. Sportsmanship: It refers to such behavior an
individual manifests while bearing troublesome
condition without grievances.

4. Courtesy: it refers to the behavior which helps
other members to avert problems in advance,
somewhat than helping somebody who is al-
ready in difficulties.

5. Civic virtue: It is the behavior of employees
concerning contribution in organizational prob-
lems, like debating and talking about the organi-
zational problems.

2.3 Employee Engagement and OCB

Employee engagement is considered one of signifi-
cant predictors of organizational financial performance
and triumph of any organization (Baumruk, 2004). It
is also the fact that presently employee engagement is
also declining as organizations and workers mutually
tend to be more materialistic and vast engagement gap
can be perceived at work places (Saks, 2006).

Employee engagement may lead to OCB as it em-
phasizes on the employee involvement and employee
commitment which are not the explicit part of any em-
ployee job description.

Rich et al. (2010) examined that employee engage-
ment is predictor of OCB. Employee engagement is
related to OCB because it is based upon social ex-
change theory (SET) and the principle of mutual inter-
est. OCB includes emotional components due to which
employee perform OCB (Bennett and Robinson, 2000).

Ariani (2013) concluded that employee engage-
ment is one of the possible predictors of OCB and em-
ployees who have a tendency to engage in helpful and
responsible behaviors at work (i.e. OCB). Thus the first
hypothesis is given as:

H1. There is a positive relationship between employee
engagement and OCB.

2.4 Organizational Commitment

Organizational commitment is defined by Allen
and Meyer as a psychological state that binds an em-
ployee to an organization, thereby reducing the inci-
dence of turnover (Allen and Meyer, 1990). Mow-
day et al. (1982) defined organization commitment as
the relative strength of an individuals identification
with and involvement in a particular organization.
The three components Model of organization commit-
ment gained considerable popularity since its initiation
(Wasti, 2005). The three components Model of organi-
zational commitment includes: affective commitment,
continuance commitment and normative commitment.

Employee with a high level of normative commit-
ment feels that he/she ought to remain with the organi-
zation (p. 67). Among these three components of orga-
nizational commitment, affective commitment is con-
sidered being the most important one that has an in-
fluence on the employee behaviors within their orga-
nizations (Ueda, 2011). Consequently, employee with
strong affective commitment is considered to have pos-
itive effect on the behaviors of the employees like OCB
(Ueda, 2011).

2.5 Employee Engagement and Organiza-
tional Commitment

Studies have been conducted in the developed
countries which have found that there is a positive cor-
relation between employee engagement and affective
commitment (Richardsen et al., 2006). Llorens et al.
(2007) found that organizational commitment increases
with an increase in engagement level of employees and
employee engagement enhances job satisfaction, and
improves performance, higher attendance and makes
turnover rates lower.

Similarly, a study was conducted by Saks (2006)
amongst 102 employees of Canadian organizations to
test the model of antecedents and consequences of em-
ployee engagement. The study shows that employee
engagement plays a mediating role between the an-
tecedents and consequences of the employee engage-
ment. Affective commitment is one of the conse-
quences of the employee engagement.

Agyemang and Ofei (2013) elaborated that em-
ployee engagement and organizational commitment
are related positively. If employee engagement in-
creases then organizational commitment can also be in-
creased which helps achieve the organizational objec-
tives. According to Blizzard (2002) engaged workforce
is more loyal and highly committed to the organization.
Similarly Jordaan and Rothmann (2005) also tested the
same view and found the same result.

Consequently, employee engagement and organi-
zational commitment are positively correlated to each
other. Similarly Albdour and Altarawneh (2014) have
found positive relationship between employee engage-
ment and organizational commitment in the banking
sector. Moreover, in Zimbabwe, Shoko and Zinyemba
(2014) have worked on higher educational institutions
in order to investigate the impact of employee engage-
ment and organizational commitment. They found the
similar result as by Albdour and Altarawneh (2014).

H2. There is a positive relationship between employee
engagement and organizational commitment.
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3 Theoretical framework
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Figure 1: Theoretical Framework

4 Research Methodology

4.1 Research Design

The given study is correlation in nature. Primary
data were collected through survey method. The aim
of the research was to examine the correlation of em-
ployee engagement, OCB and employee commitment.
Hence, correlation and quantitative research approach
was considered suitable to collect primary data and ad-
dress to the research questions.

The questionnaire consisted of 22 questions. Nine
questions were used to measure employee engagement
which was adopted from the paper of Saks (2006). The
Cronbachs alpha value of the instrument was 0.943. Or-
ganizational commitment was measured by the affec-
tive commitment and the scale developed by Rhoades
et al. (2001); with Cronbachs alpha at 0.940. OCB was
measured by the scale used by Lee and Allen (2002).
The Cronbachs Alpha value of OCB was 0.86, showing
the validity of the scale. A five point Likert scale was
utilized for this study which allowed the participants
to select from the five outcomes starting from strongly
disagree to strongly agree.

4.2 Population Frame

Data were gathered from higher educational insti-
tutions of Khyber PakhtunKhwa (Malakand division).

Three universities of KPK (Malakand division)
were selected through purposive sampling which in-

clude UOM, UOS and Shaheed Benazir Bhutto Univer-
sity Sheringal (SBBUS). The rationale for the selection
of these Universities was on the following importance.

1. University of Swat and SBBU Sheringal was se-
lected because these universities were establish
at the time of Taliban crisis, so the purpose of the
selection was in order to find out the employees
engagement level in such universities which was
established in a difficult time.

2. University of Malakand was selected on basis
that Taliban have targeted and attacked this Uni-
versity. The researcher is also interested to find
the engagement level of the university which has
passed through a difficult time.

4.3 Sampling

In the first step the researcher has found the list of
universities of kpk which were established after 2000.
There were fourteen universities which were estab-
lished after 2000. Three universities (UOM, UOS &
SBBU) were selected through purposive sampling. In
the second step the employees of universities are di-
vided into two strata (1) Administration (2) faculty. The
sample from the two strata was selected through dis-
proportionate sampling.

The respondents of study include faculty mem-
bers and administration of the three universities (UOM
Chakdara, UOS & SBBU Sheringal). Overall, 250 ques-
tionnaires were distributed among the employees these
universities. From the participants 202 questionnaires
were taken back with response rate of 80.2. However,
193 questionnaires were selected for the final analy-
sis, rest of the questionnaires was incomplete, therefore
were rendered useless.

5 Results

The collected data were analyzed according to the
objective and hypotheses of the study. On the given
data only three types of statistical analysis were per-
formed i.e. correlation and sample regression.

Table 1: Correlation Analysis

Employee Engagement

Pearson Correlation

Organizational Commitment 0.516**

Organizational Citizenship Behavior 0.540**

**. Correlation is significant at the 0.01 level (2-tailed).
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Table 2: Regression Analysis

Predictor Organizational Commitment OCB

β R2 P β R2 P

Employee Engagement 0.516 0.266 0.000 0.54 0.292 0.000

5.1 Correlation Analysis

Correlation refers to the relationship to the associa-
tion or relationship between two variables. It measures
the degree to which two sets of data are related or not.
Table 1 shows the correlation analysis of the study.

Table 1 shows that there is a significant positive re-
lationship among the variables, i.e. employee engage-
ment, organizational commitment, OCB. The Pearson
Correlation value between employee engagement and
organizational commitment is 0.516 which shows that
there is significant positive correlation. The significant
value 0.01 shows that the relationship is significant.

The Pearson Correlation value between employee
engagement and organization citizenship behavior is
0.540 which shows that there is also significant positive
correlation between the variables. The significant value
0.01 shows that the relationship is significant.

5.2 Regression Analysis

Regression measures the amount of total variation
in dependent variable due the change in independent
variables. Table 2 shows Regression analysis of the
study.

Regression measures the amount of total variation
in dependent variable due the change in independent
variables. The value of R square is 0.266 or 26.6%;
which shows that there is almost 26.6 percent varia-
tion in the dependent variable (organizational commit-
ment) due to the one unit change in independent vari-
able (employee engagement). The beta value of inde-
pendent variable (employee engagement) is 0.516 and
at significant value of 0.00. This beta value indicates
the amount of change in dependent variable (organi-
zational commitment) due the change in independent
variable (employee engagement).

For employee engagement and OCB the value of
R2 is 0.292 which indicates that almost 29.2% change in
dependent variable (organizational citizenship behav-
iors) is due the one unit change in independent variable
(employee engagement).The beta value of independent
variable (employee engagement) is 0.540 and at signifi-
cant value of .000. This beta value indicates the change
in dependent variable (organizational citizenship be-
havior) due the change in independent variable (em-
ployee engagement).

6 Discussion

Employee engagement has been an area of interest
from last decade among the consultants and practition-
ers. However the contribution of employee engage-
ment for organization product is still in question. This
study has aimed to find out empirical support in fa-
vor of employee engagement as contributing factor for
organization product. The study found that there is a
significant positive relationship between employee en-
gagement and organizational commitment with a cor-
relation value of 0.51 at 0.01, so we accept the first
hypothesis of the study. In addition, the same rela-
tionship was found by Saks (2006). The same result
was also found by Richardsen et al. (2006) and Llorens
et al. (2007) who concluded that organizational com-
mitment increases with an increase in engagement level
of employees. Agyemang and Ofei (2013) and Blizzard
(2002) have elaborated that those employees who have
high engagement level are loyal and committed to the
organization. Similarly, the same point of view was
also approved by Jordaan and Rothmann (2005). Con-
sequently, employee engagement and organizational
commitment are correlated to each other and it has pos-
itive impact on each other. Similarly, Albdour and Al-
tarawneh (2014) have also found the same relation in
the Jordan banking sector. They found that job engage-
ment is positively related to affective commitment (r
= .436, p, 0.01) and organizational engagement is also
positively related to affective commitment (r = .456, p,
0.01). As compared to the research of Albdour and Al-
tarawneh (2014) no significant difference was found be-
tween both the studies rendering the values (r= .516.p,
0.01). If we compare the regression analysis of the both
studies the value of R is 0.293 while in this study it is
0.26 which is not a big difference. This small difference
may be due to cultural differences or it may be due to
difference in sectors or population.

The result of the study shows those employees who
have high level of engagement are more committed to
the organization. The result recommends the high level
of engagement leads to high affective commitment.

The result of the study also concluded that there
is also a significant positive correlation between em-
ployee engagement and OCB with a correlation value
of 0.50 at 0.01 significant levels. So we accept our sec-
ond hypothesis of the study. Similarly, the same result
was also found by Allen and Meyer (1990), Saks (2006)
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and Ariani (2014). The study conducted by Ahmed
et al. (2012) also argued that more enthusiastically an
employee is engaged in his work there will be better
chances to reveal organizational citizenship behaviors.

6.1 Limitation and Future Research Recom-
mendations

This research contains a number of limitations.
First, for a better result it is important to have a larger
sample. This study is limited to academic sector and
has been conducted only in education sector. However,
the same can be conducted in other sectors i.e. banking
sector, manufacturing sector, industrial sector, telecom-
munication sector etc.

Questionnaire has been used as a data collection
tool so the same research can be conducted by using
interview, focus group discussion for concrete results.

This study explores the association of employee
engagement, Organizational Citizenship behavior and
Organizational commitment from the context of less
develop areas of Pakistan, so the same study can be
conducted in other part of the world with different cul-
tures context or other parts of Pakistan as well.

Lastly, other limitation is the sensitivity of the topic;
the employees may be hesitant to express their solid
negative emotions, as result participants may mark
high engagement due the fear that the data will be not
be kept confidential.
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Trust and Moderating role of Ethical Orientation
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Abstract. This study examined the relationship between ethical leadership and project success with mediating role
of employee trust and moderating role of ethical orientation. Data were collected from 100 employees from Kanji
Advisory a project based company in Pakistan which designs and develops client responsive business strategies.
The results proved that ethical leadership influences project success with the mediation of employee trust and with
the moderation of ethical orientation.

1 Introduction

Following the famous corporate scandals (Enron,
Worldcom, and Tyco), interest in ethical leadership has
been intrigued; therefore more researches are being
done in this domain after Enron scandal (Brown and
Treviño, 2006). Ruiz-Palomino et al. (2011) argued that
Ethical Leadership behavior spreads like a viral disease
and creates an ethical work climate, where managers
perform with honesty, employee trust their leaders and
feel satisfied and committed to their jobs, which helps
employees flourish in their jobs as well as increase or-
ganizations efficiency.

When employees have strong positive opinion
about their leaders moral conduct and have the free-
dom to express their concerns, opinions and it leads
to a strong sense of responsibility, satisfaction towards
their job (Avey et al., 2011). Xu et al. (2016) explained
that Ethical Leaders help organization in maintaining
relationship based on trust with employees, which mo-
tivates employees to positively evaluate organization;
this evaluation is based on the conduct of Ethical leader
on the basis of which employees trust or refuse to trust
organization. According to Brown et al. (2005), Ethi-
cal Leadership is linked with Social Learning Theory,
as Ethical leaders shouldnt only impose ethical prin-
ciples in an organization but they should be a model
of a moral person. Leaders with extraordinary ethical
behavior influence help in flourishing the creativity of
subordinates (Chen and Hou, 2016).

Yang et al. (2016) explained that ethical leadership
plays a vital role in increasing organizations and em-
ployees efficiency by helping supervisor to be an exam-
ple of moral person, direct ethically and improve em-
ployee efficiency. Efficiency and creativity both are en-

hanced when ethical leadership helps employees iden-
tify intrinsic value for job, rather than keeping an eye
on external reward (Javed et al., 2017). Companies
should select managers who reflect ethical leadership
behavior while being employed, ones who can be an
ethical role model and support ethical employees (Dinc
and Nurovic, 2016).

In the current era, researchers are highly interested
in the role of leadership in project success. There
has been a research on Ethical Leadership for Virtual
Project Teams, which suggests that Ethical Leadership
of Virtual Project Teams not only improves organiza-
tion efficiency but also employees job satisfaction and
its one of the reasons for business success (Lee, 2009).
A recent study suggests that further research should be
conducted on the relationship between ethical leader-
ship and Project success using different variables like
intrinsic motivation, psychological safety, creative self-
efficacy and trust in leadership as mediators (Javed
et al., 2017). Working under ethical leadership, employ-
ees trust their organization to treat them with equality
and value their concerns (Xu et al., 2016).

Lee-Kelley and Kin Leong (2003) found that per-
ception of Project Manager regarding project success is
influenced by his/her leadership style. A positive re-
lation is found between project managers perception of
project success and his personality, which shows that
Project Managers strong belief on his/her leadership
abilities plays a vital role in project success (Lee-Kelley
and Kin Leong, 2003).To attain project success, ethical
leaders need to promote employees trust by giving eth-
ical orientation and being an example of ethical role
model for employees. Trust is an important factor for
stakeholders to achieve project success (Brinkhoff et al.,
2015).
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Ethical Leadership could help employees develop
trust towards their organization by providing an eth-
ical orientation and by acting as a role model of ethi-
cal conduct and in result this will lead to project suc-
cess. Our study contributes to ethical leadership lit-
erature in a way that it provides understanding about
how ethical leadership can help achieve project success
through employee trust. This study will help organiza-
tions in understanding how ethical leadership can help
in achieving project success.

2 Literature Review

2.1 Ethical leadership and project success

Brown et al. (2005) explained ethical leadership as
the demonstration of normatively appropriate conduct
through personal actions and interpersonal relation-
ships, and the promotion of such conduct to followers
through two-way communication, reinforcement and
decision making. Ethical leaders are the representatives
of organizations ethical conduct and theyve to imitate
for adherents to get their attention towards ethical mes-
sage; they must be trustworthy, lawful and charismatic
to be alleged as ethical leaders by being honest, being
legitimate for employees rights and to influence ethics
related outcomes (Brown et al., 2005). Ethical behavior
can be seen in leaders when they are supporting some-
thing that is morally right and by doing so they are
spreading awareness about ethical conduct and moral
self-actualization (Zhu et al., 2004). Zhu et al. (2004) de-
fined ethical leader as the one whose behavior is based
on moral principles, one who is not focused on look-
ing after his self-interest but concerned about subordi-
nates rights, empowering employees for their growth
and treat them fairly.

Project success is attained with the achievement
of its targets relevant with the business objectives,
product and services; whereas management success
is achieved when budget, quality and control of the
project related targets are achieved (Müller and Turner,
2010). Hussein et al. (2015) suggested that if projects
are based on clear and realistic targets and on real-
istic criteria for success which helps in attaining top
management and stakeholders trust; this can help lead
to achieving project success. Ethical management of
project teams results in improved production and dis-
tribution processes, increase in employee competence
and satisfaction and present a leadership that can lead
the project towards success (Lee, 2009). Geoghegan
and Dulewicz (2008) posited that the aspect of lead-
ership that deals with efficiently managing resources,
empowering and motivating employees is found to
have a positive relation with project success. Ethical
leader is also characterized by these aspects. Mishra
et al. (2011) suggested that project management is not

only about completing project within time, budget and
cost but practicing high level of moral character to get
management and project team support which can help
in achieving success. We therefore hypothesize that:

H1. Ethical leadership is positively related to project suc-
cess.

2.2 Mediating role of employee trust be-
tween ethical leadership and project
success

Rousseau et al. (1998) defined trust as a psycholog-
ical state comprising of the intention to accept vulner-
ability based upon positive expectations of the inten-
tions or behaviors of another. McCauley and Kuhnert
(1992) stated that employees continuously monitor or-
ganizations behavior towards them, .i.e. if organiza-
tions management displays high level of trust in em-
ployees this will result in high level of employee trust
on organization management. Through trust, employ-
ees develop a supportive behavior which helps in re-
ducing conflict; develop a positive perception of em-
ployee towards leader, resulting in increased job satis-
faction and efficiency (Gill, 2008). Employee trust in
leader is his consent to be susceptible to the actions of
his supervisor, whose responsibility is to convey top
management orders and on whose actions employee
does not have any control (Tan and Tan, 2000). Em-
ployees trust on leader increases if leaders words are
followed by his actions (Wang and Hsieh, 2013). As
Confucius said: People will hear what we say and ob-
serve what one does

Ethical leaders communicate to employees about
what is expected from them in terms of ethics using
two way communications; he listens to their ideas and
asks them what is a right thing to do? (Brown et al.,
2005). The distinctiveness of ethical leadership allows
employees to gladly follow their employers actions and
decision of their organization (Xu et al., 2016). When
employees have a trusting relation with their leader
they will communicate any bad conduct in organiza-
tion with their supervisor without any fear (Payne,
2014). (Xu et al., 2016) study results suggested that
employee trust is based on leaders ethical or unethical
conduct, so for employees to trust organization, leader
should be moral manager but most of all he should be
a moral person. They argued that a positive relation
exists between ethical leadership and employee per-
formance because when managers are ethical leaders,
their relationship with employee is based on trust and
employees expect a fair treatment from organization.

Project managers adopt leadership behavior which
can help in improving project performance, resulting in
project success (Yang et al., 2011). Morris (1986) iden-
tified that success of a project is dependent upon real-
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istic and definite goal, resource availability, customer
approval, and profitability, and competitive edge, com-
pletion of project according to plan and perceived value
of project. Mazur et al. (2014) explained that in all
phases of project from planning till implementation,
top management support is the most critical factor for
project success. Top management should keep in check
the satisfaction and trust level of project manager to-
wards organization because both are mandatory for
project success in complex situations (Rezvani et al.,
2016). Project success therefore can be achieved when
employees trust their leader to provide them with un-
ambiguous information and instructions for carrying
out routine project activities and give them opportu-
nity to reflect their views and ideas on management
decisions. Trust is mandatory for successful comple-
tion of supply chain project; this success is influenced
by supply chain partners relationship based on trust
(Brinkhoff et al., 2015). Additionally, when employ-
ees trust their leader that he will empower them, treat
them righteously and the leader will be an example of
moral person then they go out of their way to perform
project activities on time and on cost and communicate
every problem with their leader, which helps in eradi-
cating flaws in project and achieve project success. We
therefore hypothesize that:

H2. Employee trust mediates positively between ethical
leadership and project success.

2.3 Moderating role of ethical orientation
between ethical leadership and em-
ployee trust

Ethical orientation cannot be considered as dicta-
torial; it brings in cognitive processes needed to take
an ultimate decision (Bigel, 2000). Webster and Trevino

(1995) argued that ethical orientation varies from per-
son to person, it indicates towards individuals distinc-
tive thinking and the way he counters different eth-
ical dilemmas. They stated that the individuals are
most likely to act according to their set standard de-
cisions and according to what they think is right thing
to do, they are least expected to cheat and when they
see someone else involved in misconduct they are most
likely to blow the whistle and they dont leave a chance
to help others. Douglas et al. (2001) in their study
showed a positive relation between ethical orienta-
tion and ethical judgments in intense moral circum-
stances. Ethical orientation consists of several orienta-
tions which are used by an individual to take a deci-
sion based on ethical principles; these orientations are
justice, utilitarianism, responsibilities, self-interest and
cultural recognition (Jones et al., 2003). Greenfield et al.
(2008) stated that if individuals ethical orientation is
based on relativity, there is a high chance of his involve-
ment in earning management practices. Alder et al.
(2008) on the basis of previous research suggested that
though organizations operations effect employees eth-
ical orientation but in reverse employees ethical orien-
tation can affect his attitude towards organizations op-
erations. On the contrary, if individuals ethical orien-
tation is based on idealism, there is a low chance of his
involvement in earning management behavior. Zweifel
and Janus (2017) posited that medical doctors efficiency
is dependent upon his ethical orientation, which means
that if their ethical orientation is not strong they put
minimum effort in taking care of patients.

Javed et al. (2017) stated that employees creativity
is influenced by ethical leadership but in order to have
that influence a manager needs to take on an ethical
leadership style in which he emphasizes on organiza-
tions ethical values, justice environment and provides
employees with the freedom to express their ideas,
which can be utilized by organization. Chughtai et al.

Table 1: Bivariate Correlation

Variables Mean S.D 1 2 3 4 5 6 7 8

1 Gender 1.39 0.49021 1

2 Age 2.09 1.15553 .294** 1

3 Qualification 4.26 0.90587 .088** 0.23** 1

4 Experience 1.98 1.19747 .210** .921** 0.033 1

5 Ethical Leadership 3.915 0.56181 .286** .261** .097** .205* 1

6 Employee Trust 3.1733 0.97727 .241** .535** .196** .515** 0.104 1

7 Prjct Success 3.6764 0.59843 0.016 0.115 0.006 0.107 .489** .083** 1

8 Ethical Orientation 3.9083 0.50523 .024** 0.192 0.008 0.126 .313** 0.045 .477** 1
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(2015) stated that implementation of ethical leadership
in organization can provide healthy work environment
for employees. Nedkovski et al. (2017) study showed
that leaders should promote organizations policies that
help in the development and maintenance of gener-
ous and righteous Overseas Employment Corporation,
which has a significant relation with employee and em-
ployer mutual trust. For an organizations policy and
procedures development, ethical orientation can prove
to be a base (Dickson et al., 2001). Employee who is
working in an organization for a long period is aware
of organizations ethics, rules, policies and values, he
may respond to ethical leader in a more trustful man-
ner as compared to employee who is not consistent
with organizations principles (Walumbwa et al., 2011).
Dinc and Nurovic (2016) suggested that organizations
should spend more on ethical leaders training and their
training should cover topics like conveying ethical ori-
entation to employees, motivating employees who are
involved in ethical conduct and be a role model of eth-
ical conduct. If ethical leaders become an example of
ethical role model and an ethical orientation is given
regarding organizations ethical values and polices, this
may help employees realize that they will be treated
fairly and get a chance in decision making; this makes
them trust the organization and ethical leader. We
therefore hypothesize that:

H3. Ethical orientation moderates the relationship be-
tween ethical leadership and employee trust, such that ethical
orientation strengthens the relationship.

3 Theoretical framework

Ethical

Leadership
Employee

Trust

Project

Success

Ethical

Orienta�on

Figure 1: proposed model

4 Methodology

4.1 Sample and Procedures

Convenient sampling technique was used to study
the impact of ethical leadership on project success with
mediating role of employee trust and moderating role
of ethical orientation. The sample was selected from
private sector of Islamabad (Kanji Advisory). Kanji Ad-
visory is a project based organization that designs and
executes client responsive business strategies for pri-
vate sector as well as civil society organizations to make

rural area market segment more profitable. The pur-
pose of selecting this company was because of its inno-
vative business models and project plans made by the
collaboration of civil and industrial society.

For research purpose, 120 questionnaires were dis-
tributed among employees, 105 questionnaires were re-
turned back with full response, 6 questionnaires were
incomplete and 9 were not returned. Majority of re-
spondent were male 62% and female only 38%. In age
category, 40% were 18 to 25 years, 30% were in the
range of 26-33, 41% in the rage of 34-41, 13% in the
range of 42-49 and 3% in the range of 50 and above
years. In regards with qualification, 2% had Inter de-
gree, 23% attained bachelors degree, 24% had masters
degree, 49% had MS/MPhil degree and 2% had PhD
degree. With respect to the experience of employees,
46% had 0-5 years of experience, 31% had 6-10 years of
experience, 7% in the category of 11-16 years, 11% in
the category of 17-22 and 5% in the category of 23-28
years of experience. Additionally, all respondents were
assured that the collected information will only be used
for academic purpose.

4.2 Instruments

4.2.1 Ethical Leadership

Ethical leadership scale developed by Brown and
Treviño (2006) consists of 10 items. Sample items in-
clude Make fair and balance decisions and When mak-
ing decisions, asks What is the right thing to do?. Same
scale was used by Javed et al. (2017) and reported good
reliability. Cronbach’s Alpha was 0.876.

4.2.2 Project Success

With respect to project success, respondents com-
pleted 14 item scales. Project success measurement
standard tool are not available in published litera-
ture, and one tool which consists of previous research
(??). Sample items include The outcomes of the project
have directly benefited the intended end users, either
through increasing efficiency or effectiveness and The
project has made a visible positive impact on the target
beneficiaries. Cronbach’s Alpha was 0.914.

4.2.3 Employee Trust

With respect to employee trust respondents com-
pleted 3 items scale by (Mooradian et al., 2006). Sample
items include I feel quite confident that the firm will al-
ways try to treat me fairly and Management at my firm
is sincere in its attempts to meet the employees point of
view. Cronbach’s Alpha was 0.922.

4.2.4 Ethical Orientation

With respect to ethical orientation respondents
completed 12 item scales by (Redfern and Crawford,
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2004). Sample items include People should make cer-
tain that their actions never intentionally harm another
person, even to a small degree and Questions of what
is ethical for everyone can never be resolved since what
is moral or immoral is up to the individual. Five point
Likert scale was used to measure all variables with de-
scriptors like Strongly Disagree (1), Disagree (2), Neu-
tral (3), Agree (4) and Strongly Agree (5). Cronbach’s
Alpha was 0.817.

5 Results

Table 3 shows the mediation result of employee
trust on ethical leadership and project success relation-
ship. Respondents completed the questionnaire and
regression analysis on Hypothesis 1 Ethical leadership
(EL) is linked with Project Success (PS) and it is also ac-
cepted, supported by the coefficient regression results
(B = .871, p < .01). Hypothesis 2 shows that EL is linked
with Employee Trust (ET) and it is accepted as sup-
ported by the coefficient regression result (B = 1.049,
p < .01) and ET is linked with PS is also accepted, sup-
ported by the coefficient regression results (B = .779, p
< .01). Furthermore, for hypothesis 2, mediation is run
through Baron and Kenny (1986) four steps. EL and PS
is regressed that shows the result (B = .871, p < .01)
then EL is regressed that shows result (B = 1.049, p <
.01) then ET and PS are regressed that shows result (B
= .729, p < .01), then in last step EL is regressed with
PS with control mediator results shows significance (B
= .309, p < .01).

Table 4 shows that moderated regression analysis
used for hypothesis 3 which states that ethical orienta-
tion plays a moderating role between Ethical Leader-
ship and Employee Trust. Here, analysis of Baron and
Kenny (1986) a three step regression analysis is done.
In the first step, ET is regressed with PS (B = .742, p <
.01). In the second step, EO is regressed with EL along
with controlling the effect of ET (B = 1.110, p < .01). In
the last step, effect of ET is combined with EO then in-
teraction term is formed and then this interaction term
is regressed with PS. Result from regression analysis in-
dicates (B = 1.054, p < .01) shows that EO is acting as a
moderator.

6 Discussion and Implication

The purpose of this study was to show the effect
of ethical leadership on project success and study the
mediator mechanism of employee trust between ethi-
cal leadership and project success and an external ef-
fect of ethical orientation as moderator between ethi-
cal leadership and employee trust. The results showed
significant relationship between ethical leadership and
project success, employee trust was found to mediate

the relationship between ethical leadership and project
success and ethical orientation was found to moderate
the relationship between ethical leadership and project
success.

Above results are also supported by preceding
study of Xu et al. (2016) their study result showed ethi-
cal leadership as a positive facilitator of employee trust
in management. The significant relation between eth-
ical leadership and project success shows that ethical
conduct of a leader can enhance employee trust to com-
municate any issue or ideas with management which
leads to decrease in project delay, over consumption
of budget and directly lead to project success. Dinc
and Nurovic (2016) suggested a positive relationship
between ethical leadership and employee attitude. Par-
ticular project managers tend to adopt different lead-
ership style for the improved performance of project,
which the adoption of leadership style project team
performance enhances and so does the project perfor-
mance Yang et al. (2011).

Our study found that ethical orientation signifi-
cantly influences the relation between ethical leader-
ship and employee trust. Old employees as compared
to new ones are more aware of the ethical orienta-
tions, rules and regulations and values of organiza-
tion, which allows them to trust their ethical leader
(Walumbwa et al., 2011). Such employees work hard to
achieve the given targets because they are treated well
by ethical leader by being given a right to share their
views and report any problem faced by them which in-
creases their trust on their leader because they feel hon-
ored.

This study confirmed the mediating role of em-
ployee trust between ethical leadership and project suc-
cess and the relationship of ethical leadership and em-
ployee trust being moderated by ethical orientation.
This helps in consideration of the fundamental mech-
anism of how ethical leadership effects project suc-
cess. This study has important message for managers
to adopt ethical leadership style to enhance the perfor-
mance of project by being a moral person, promoting
employees rights and empowering employees. Train-
ing should be conducted on how to adopt ethical lead-
ership style in organizations.

6.1 Limitations

Our study contributes in the existing literature of
leadership contribution in project success by collecting
data from employees of project based organization for
the accuracy of results. All hypotheses were proven
with a significant relationship between all variables.
This study results demonstrate that ethical leaders can
help in achieving project success when employees trust
leaders with the involvement of ethical orientation as
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Table 2: Regression Analysis Results

Project Success
Predictors β t R2 ∆R2

Ethical Leadership 0.779 22.575 0.84 0.858
p ≤ .01

Table 3: Mediated Regression Analysis

Employee Trust Project Success
Predictor β R2 ∆R2 β R2 ∆R2

Direct Effects
Step 1
Control Variables 0.026
Step 2
Ethical Leadership 1.049** 0.933 0.933 .837** 0.871 0.869
Indirect Effects
Step 1
Control Variables 0.026
Step 2
Employee Trust .829** 0.855 0.884
Step 3
Ethical Leadership .309** 0.894 0.891

Note: N = 100.*p < .05. **p < .01, ***p < .001

Table 4: Moderated Regression Analysis

Employee Trust

Predictor β R2 ∆R2

Step 1

Control Variables 0.26

Step 2

Ethical leadership 0.742 0.885 0.884

Ethical Orientation 1.11 0.915 0.913

Step 3

EL*EO 1.054 0.916 0.914
Note: N = 100.*p < .05, **p < .01, ***p < .001

an external factor. Our study also has some limitation.
The first limitation is that our sample size was small
due to time limitation. If same size is large it will help
in generalizing results. The second limitation is that we
used employee trust as mediating variable while there
are several other variables that can be used as mediator,
e.g. intrinsic motivation and creativity.
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Impact of Ethical Leadership on Whistle Blowing Intention Through Medi-
ating Role of Moral Attentiveness: Moderating Role of Collectivism
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Abstract. The focus of this research is to check the impact of leadership style on whistle blowing intention with
the mediator and moderator. Using an assorted sample of 300 personnel from a variety of banks in Islamabad, the
data for this field study were collected using convenient sampling technique. Ethical leadership positively influ-
enced the process of the whistle blowing intention and provides an initiative to the employees that they can also
raise their voice about any unethical conduct. Contrary to the prediction that moral attentiveness strengthens the
positive role of ethical leadership verses whistle blowing relation. In addition, the cultural dimension collectivism
also plays a moderating role and strengthens the relation between the moral attentiveness and whistle blowing in-
tentions. In conclusion, this study offers significant contribution and serves to elicit comprehensive understanding
of the organization to create full awareness among employees about whistle blowing intentions, providing ways
by which they report the wrong doings in the organization.

1 Introduction

In the past decades, the researchers studied the
different domains of leadership like authentic leader-
ship, transformational leadership, servant leadership
and ethical leadership. Brown et al. (2005) defined ethi-
cal leadership as the demonstration of normatively ap-
propriate conduct through personal actions and inter-
personal relationships, and the promotion of such con-
duct to followers through two-way communication, re-
inforcement, and decision-making. Treviño et al. (2003,
2000), say that the ethical leaders are generally thought
as honest, trustworthy and principal decision makers,
keeping in mind all the perspectives related to their
organization and also by taking care of the environ-
ment in which their organization is working. There are
also some conceptual frameworks of ethical leadership
present that show that there are not only the organi-
zational factors, which focus on ethical leadership, but
there are also some situational factors that have an im-
pact or determine the ethical leader. This conceptual
model was given by Brown and Treviño (2006) show
that the situational influences on the ethical side of the
manager characterize individual and the overall out-
come of the leadership style in the context of the orga-
nization and show the intensity whether employees are
going to accept the ethical leadership style or not.

Another study (Kanungo and Mendonca, 2001)
demonstrated that the situation has a great effect on the
ethical leader and also on the decision making side of

the leader, as well as on three factors that are ethical role
modeling, ethical morality and ethical intensity of the
issue. Ethical leader should influence employees pro
social behavior. Here we have to note that ultimately
ethical leaders have the legitimate role model and they
have the main focus on the followers attention toward
the ethical standards and the ethical activities in the
organization and all it happens due to social learning
(Bandura, 1986).

The relationship of ethical leadership and the em-
ployee whistle blowing activity starts from that point
where the employees have their trust on their leader.
Whistle blowing is an activity of reporting some wrong
doings in the organization. According to Near and
Micelis definition, whistle blowing is: the disclosure
by organization members of illegal, immoral, or illegit-
imate practices under the control of their employers,
to persons or organizations that may be able to effect
action (Near and Miceli, 1985). This definition is com-
prised of three things, i.e. illegal means in term that is
prohibited under the law, immoral, which means that
in the perspective of the whistle blower, it is perceived
as wrong and illegitimate, which means that it should
be beyond the organization authority. There are also
several studies present that show that the whistle blow-
ers have such attitude to report any unethical activity
in their organization and it has also been reported that
the employees are more likely to report any unethical
activity within a group which consists of some ethical
environment (Graham, 1986). An ethical leader is re-
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sponsible for making such an ethical environment in
the organization in which an employee feels safe to re-
port any unethical activity which he or she sees in the
organization.

There is literature available and also has been de-
veloped which examines this issue from different per-
spectives. For an extensive list of sources, see (Miceli
et al., 2009). Gender difference also plays an impor-
tant role, as a study by Rehg et al. (2008) reported that
females are being more retaliated toward this issue;
i.e. being female was correlated with perceived retal-
iation (pp.221-240) against whistle blowing; Similarly,
another study reports that there are some incentives for
those employees and these incentives are being given
on the basis of gender (Feldman and Lobel, 2009).

Social cognitive theory given by Bandaura is most
effectively related to our study. Specifically social cog-
nitive theory covers all the variables in our study. So-
cial cognitive theory first defined by a psychologist Al-
bert Bandura in 1997 which he defines as Social cogni-
tive theory (SCT), used in psychology, education, and
communication, holds that portions of an individual’s
knowledge acquisition be directly related to observing
others within the context of social interactions, expe-
riences, and outside media influences. Based on so-
cial cognitive theorys social learning (Bandura, 1977,
1986), Brown et al. (2005) argued that ethical leaders
influence followers primarily through modeling pro-
cesses. The modeling refers to the learning by an indi-
vidual through their environment by using their men-
tal schemas to evaluate or to note what is happening
in the environment and the environment also plays an
important role that how a person learns from the envi-
ronment either in a positive or negative way.

Banduara’s social learning theory stresses the im-
portance of things the human beings learn from their
environment through the imitation of different things
and through the modeling process that we have dis-
cussed above. The theory also integrates a continu-
ous process of interaction between the human behav-
iors, other personal factors, including all those cogni-
tions that are related with the cognition and with the
environment, which are being referred as the recipro-
cal process causation model.

When we are talking about the social learning pro-
cess, it means what an individual learns from his envi-
ronment and his workplace. If an organization is ethi-
cal and all the employees who are working in that or-
ganization are behaving ethically, then automatically
those ethical values are being transferred to the em-
ployees and above all, a complete ethical atmosphere
is being developed and this happens due to the ethi-
cal leader. The other leadership styles are also consid-
ered for development of ethical values in the organiza-
tion, as servant leadership has focused on the power
distance and the human orientation that can also be
synergied with the process or with the help of ethical

leadership.
Another main and important thing is that there

must be a strong determination of the leader to be ethi-
cal, who plays an important role in developing the eth-
ical role models in the organization. This can only hap-
pen in the organization, when the leader himself is eth-
ical and has strong determination to be ethical. But if
there is no determination of the leader to be ethical then
he or she cannot inculcate ethical conscientious among
employees.

2 Literature Review

2.1 Ethical leadership and whistle blowing

There are different researches being conducted in
a different formats by taking ethical leadership and
also have been checked with the different variables, but
when there is hype created in whole world about miss-
representing or some wrongdoing in the organization
that raises the question on the ethical leadership. When
the media reported the cases about the WorldCom and
Enron, the questions were asked to the CEOs of dif-
ferent organization association between ethical leader-
ship and financial misrepresenting of the data (Perel,
2003). Different studies on financial scam in the busi-
ness ethics literature have focused on the character and
honesty of different Chief Executive of several organi-
zations (Bragues, 2008; Morrison, 2001)and tried to an-
swer the question of what ethical leaders should do
from a entirely philosophical view based on ethical
principles, which are based on ethics taken from Greek
philosophers such as Plato and Aristotle (Knights and
OLeary, 2006; MacIntyre, 1979).

Different studies in which they have taken a scien-
tific approach, which deal with the ethics within the
organization, the contextual factors and also the situa-
tional factors, which help ethical leader to build an eth-
ical workplace. Such situational factors are ethical con-
text in which the employees or the followers have trust
on their leader and show the follower satisfaction while
working with his or her leader (Brown and Treviño,
2006; Brown et al., 2005). Different studies have been
carried out on the significance of culture values and
norms in determining the behaviors of ethical leaders.
The GLOBE study, which focused on comparison be-
tween perceptions of leadership among different coun-
tries established that character or integrity was sanc-
tioned much less among societies of Middle Eastern
countries as compared to the societies of Nordic (Resick
et al., 2006; Waldman et al., 2006).

Based on the above literature, following hypothesis
has been developed.

H1. There is a positive relationship between ethical; lead-
ership and whistle blowing
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2.2 Moral Attentiveness mediates the re-
lationship between Ethical Leadership
and Whistle Blowing

There are different variables being discussed by the
researcher when they are discussing the ethical leader-
ship and whistle blowing so the current study takes a
new construct, i.e. moral attentiveness as a mediating
variable. This construct is considered very important
in part of the ethical leadership, which is being dis-
cussed by Waldman et al. (2006). New thing is also
being proposed by the followers that the leaders who
have high moral attentiveness is considered ethical by
their followers. It is of utmost importance that the
followers should consider their leader ethical so the
ethical values are automatically being transferred in
the employees, consequently leading to whistle blow-
ing by the employees, if they have strong ethical values.
Researcher have shown that moral attentiveness is con-
sidered a trait like character in the followers and it all
happens due to ethical leadership and if that trait is be-
ing transferred through the ethical leadership then the
employees are being more attentive, all the while notic-
ing or seeing any wrongdoing in the organization, they
will definitely report that thing. Moral identity and
moral attentiveness are being both inculcated by the
ethical leader but the moral attentiveness is main thing
which is being developed by ethical leader (Mayer
et al., 2012). One of the critical factors which affects
an individual’s sensitivity towards ethical issues is a
moral interest, a relatively new construct in the ethi-
cal literature, known as ”the extent to which envisages
chronic individual is ethics and moral elements of his
proposed” based on social cognitive theory of knowl-
edge (Bandura, 1986). Reynolds (2008) proposed that
some individuals are more interested in cognitive eth-
ical issues than others, and that the moral interest of
individuals has a significant impact on experiences.
Thus, leaders who are highly morally attentive should
pay more attention to the moral aspects of the informa-
tion the receive.

H2. Moral attentiveness mediates the relationship be-
tween ethical leadership and whistle blowing.

2.3 Collectivism as a moderator between
Moral Attentiveness and whistle blow-
ing

There are different cultural dimensions being dis-
cussed; such as individualism and collectivism, we
have taken collectivism in our research because this
research is being conducted in Pakistan, where where
collectivisim is dominant in our culture as suggested
by Hofstede (1986). The cultural dimension also shows
how much an individual stresses his or her own goals

or on the other hand the goal of his or her group.
Results suggest that in Pakistan a number of factors,
such as culture and organizational retaliation, affect the
whistle-blowing process. It also highlights that some
unique culturally induced factors contribute toward
the employees perception and practice of whistle blow-
ing in their organizations. Results are explained in light
of Hofstedes cultural indices, which indicate that whis-
tle blowing is culture bound.

There are different ways through which the report-
ing of whistle blowing or any wrong doing is to be
done. Basically, whistle blowing is commonly defined
as the disclosure by organization members (former or
current) of illegal, immoral, or illegitimate practices
under the control of their employers, to persons or or-
ganizations that may be able to effect action (Near and
Miceli, 1985). Employee utilization channels to report
the wrong doings or any misconduct are not sufficient
and therefore they are less in amount so in different
studies it is being found that employees that are aware
of wrongdoing and any type of corruption in the orga-
nization, they remain quiet and dont tell anyone about
that wrong doing (Near and Miceli, 1985). An em-
ployees decision to report individual or organizational
misconduct is a complex phenomenon that is based
upon organizational, situational, and personal factors
(Near and Miceli, 1995).

H3. Collectivism moderates the relationship between
moral attentiveness and whistle blowing

3 Theoretical framework

Ethical

Leadership
Moral

A�en�veness

Whistle

Blowing

Collec�vism

Figure 1: Theoretical Framework

4 Research Methodology

4.1 Population and Sample

Since the present study seeks to focus on the pub-
lic sector of Pakistan, the population of the study
is the employees of schools and college. The sam-
ple mainly consists of administration level of different
schools and colleges. Data were collected through a
self-administered paper-and-pencil survey. Almost 300
questionnaires were distributed. The convenience sam-
pling technique were used due to time limitations.
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4.2 Instrumentation

All the items in the questionnaire were responded
to using a 5-points Likert-scale where 1 (strongly dis-
agree) to 5 (strongly agree), unless otherwise stated.
Questionnaires also consist of four demographic vari-
ables which include information regarding the respon-
dent Gender, Age, Qualification and Experience.

4.2.1 Ethical leadership
The 10 item scale developed by Yukl et al. (2013)

was used to measure the perception of employees
about their leaders ethical behavior. The items show
strong concern for ethical and moral values which com-
municate clear ethical standards for members sets an
example of ethical behavior in his/her decisions and
actions. Is honest and can be trusted to tell the truth, Is
a fair and unbiased when assigning task to members..

4.2.2 Moral attentiveness
The 7 item scale developed by Reynolds (2008) was

adoped to measure moral attentiveness. The item scale
is. I regularly think about the ethical implications of
my decisions, I think about the morality of my actions
almost every day, I often find myself pondering about
ethical issues, I often reflect on the moral aspects of my
decisions, I like to think about ethics, In a typical day,
I face several ethical dilemmas, I often have to choose
between doing whats right and doing something thats
wrong..

4.2.3 Collectivism
To measure collectivism, 5 item scale developed by

Williams et al. (1988) was used. The item scales are
Group welfare is more important than individual re-
wards, Group success is more important than individ-
ual success, Being accepted by the members of your
workgroup is very important, Employees should only
pursue their goals after considering the welfare of the
group, and Managers should encourage group loyalty
even if individual goals suffer..

4.2.4 Whistle Blowing
The 2-item scale developed by Bhal and Dadhich

(2011) was adopted to guage the responses of whistle
blowing. The scale items are as follows, I feel that I can
discuss ethical issues and problems with my supervi-
sor without fear of having the comments held against
me, I would be comfortable delivering bad news of an
unethical wrongdoing to the supervisor..

4.3 Sample Characteristics

Out of the 180 total respondents, majority were
young. The respondent between age 18 to 25 years
were 113, while the respondents of 26 to 33 year age

were 56, as the age between 18 and 33 considered
young, they contributed 82.2% of the total responses of
the present study. The middle aged respondents from
age 34 to 41 years were 8 and the respondents of age 42
to 49 years were 3. In the total sample of 180 the popu-
lation, 103 were male and 77 were female, having per-
centage of 57.2% and 42.8% respectively. As expected,
male employees are working in majority then female
colleagues, thus showing consistency with perceptions
about that Pakistani culture male dominant society.

5 Results

5.1 Correlation analysis

Table 1 displays the correlation between the vari-
ables of the current study. Ethical Leadership is signif-
icantly positively correlated to whistle blowing inten-
tion at .663**. The maximum value of correlation found
was .705** which was between ethical leadership and
moral attentiveness. Whereas, ethical leadership corre-
lates with the collectivism and the correlation value be-
tween the ethical leadership and collectivism is .591**.
Further in this table other variables also shows the cor-
relation as collectivism correlates between moral atten-
tiveness and whistle blowing intention with a values of
.609** and .687** respectively. In the last moral atten-
tiveness correlates between whistle blowing intention
with a value of .609**.

5.2 Regression Analysis

Regression analysis between ethical leadership and
moral attentiveness resulted in the R2 value of 0.50,
representing that ethical leadership brings 50% change
in the moral attentiveness of followers. Moral atten-
tiveness when regressed with ethical leadership had
a statistically significant results. As proposed by the
research model, ethical leadership predicts approxi-
mately 50 percent variation in moral attentiveness in
a positive direction, which is consistent with the study
hypothesis. The R2 value is 0.50 at p < .05 (table 2).
Thus concluded that 1 unit change in ethical leadership
results in nearly 0.5 percent change in moral attentive-
ness. Therefore, H2, which indicated that ethical lead-
ership positively affects followers moral attentiveness,
substantiated statistically.

Regression analysis between moral attentiveness
and whistle blowing intention resulted in the R2 value
of 0.48, representing that moral attentiveness brings
48% change in the whistle blowing intention of follow-
ers. Whistle blowing intention when regressed with
moral attentiveness also showed significant results. As
proposed by the research model, moral attentiveness
predicts approximately 48 percent variation in whistle
blowing intention in a positive direction, which is con-
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Table 1: Means, Standard Deviations, Correlations, Reliabilities

Variables Mean S.D 1 2 3 4

1 Ethical Leadership 4.7 0.9 1 (.706)

2 Moral Attentiveness 5 0.9 .705** 1(.743)

3 Whistle Blowing Intentions 4.83 1 .663** .609** 1(.659)

4 Collectivism 4.8 1 .591** .687** .629** 1(.642)

*. Correlation is significant at the 0.05 level (2-tailed)
**. Correlation is significant at the 0.01 level (2-tailed)

Table 2: Regression Analysis

Relationships R2 F Sig

Ethical Leadership Moral Attentiveness 0.5 175.49 0.000

Ethical Leadership and Moral Attentiveness Whistle Blowing Intentions 0.48 81.65 0.000

Ethical Leadership Whistle Blowing Intentions (total effect model) 0.44 139.79 0.000

sistent with the study hypothesis. The beta value is 0.48
at p < .05. Therefore concluded that 1 unit change in
moral attentiveness results in nearly 0.4 percent change
in whistle blowing intention. Therefore, H2, which
indicated that ethical leadership positively, affects fol-
lowers moral attentiveness, substantiated statistically.

Regression analysis between ethical leadership and
whistle blowing intention resulted in the R2 value of
0.44, representing that ethical leadership brings 44%
change in the whistle blowing intention of followers.
Whistle blowing intention when regressed with ethi-
cal leadership had a statistically significant model. As
proposed by the research model, ethical leadership
predicts approximately 44 percent variation in whistle
blowing intention in a positive direction, which is con-
sistent with the study hypothesis. The R2 value is 0.44
at p < .05 (table 2). Thus, it can be deduced that 1 unit
change in ethical leadership results in nearly 0.4 per-
cent change in whistle blowing intention. Therefore,
H1, which indicated that ethical leadership positively
affects followers whistle blowing intention, substanti-
ated statistically.

A mediation analysis was run through SPSS using
PROCESS macro by Preacher and Hayes. Model 4 ac-
cording Hayes templates works as a mediation model.
In the mediation model (table 3), the effect of ethical
leadership can be partitioned into two parts: 1) the di-
rect effect of EL on WB, and 2) the indirect effect of Eth-
ical leadership on Whistle blowing intention via Moral
attentiveness. Combined, the direct and indirect effect

of EL on WB or the total effect is 0.72 with positive sign
implying the positive relationship. Hence, hypothesis 1
is accepted which stated a positive association between
ethical leadership and whistle blowing.

The direct effect of EL on WB when the mediator is
included in the model turns out to be 0.50 with positive
sign implying a positive relationship between EL and
WB. The indirect or mediation effect which is a mea-
sure of how much of the effect of EL on WB is being
mediated comes out to be 0.22 and is significant with
no zero value lying between the upper and lower boot
values of confidence interval. Therefore, we accept H2,
i.e. MA mediates the relationship between EL and WB.

Using PROCESS macro, the results of modera-
tion analysis according to table 4 demonstrate that the
change in R2 due to collectivism as a moderator comes
out to be 0.029, with a significant p value. Therefore,
we infer that collectivism moderates between MA and
WBI, i.e. H3 is accepted subsequently. A moderation
plot is also given for more clarity.

6 Implications and Recommenda-
tions

6.1 Theoretical implications

There are many theoretical implications of the cur-
rent study which are discussed below:

Firstly, the present study introduced collectivism as
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Table 3: Mediated Regression

Effect SE T P BootLLCI BootULCI

Total effect 0.72 0.06 11.82 0.00 0.60 0.84

Direct effect 0.5 0.08 6.08 0.00 0.34 0.67

Indirect effect 0.22 0.06 - - 0.1 0.35

Table 4: Moderation Analysis

∆R2 F P

Moral Attentiveness x Whistle Blowing Intentions 0.029 9.99 0.0018

n= 180

a moderator between moral attentiveness and whistle
blowing intention. Collectivism was tested to see its
results on whistle blowing intention. Previously, col-
lectivism was tested in major studies to check the im-
pact that either culture has some impact on the over-
all research or not. Major studies has revealed that the
cultural differences plays a vital role in different stud-
ies and it also shows the importance that difference in
the cultural values also shows the difference in the per-
ception of the employees that how they perceive the
word of whistle blowing intention. The word inten-
tions means that it varies in different people that how
much cost they have to pay for reporting any wrongdo-
ing in the organization and this cost is measured when
we have to do cross cultural comparison.

Secondly, the present research also studied the
moral attentiveness as a mediator in this study. Moral
attentiveness means how much the employee is atten-
tive in the working environment. Employees who are
morally attentive are sometimes loyal to the organiza-
tion because they always try to work for the benefit for
the organization. In Pakistan, there is a great need for
such people who are working in the organization, to
be morally attentive, such that if they would see any
wrongdoing in the organization they will definitely re-
port it.

Thirdly, the study also helps to understand the ef-
fects of the ethical leadership and how it enhances per-
formance of employees in terms of moral attentiveness,
especially those employees who are working in Pak-
istani organizations. Very scarce and few researches
are available on whistle blowing intention and even
fewer are available in Pakistani context. Most of the
studies conducted on ethical leadership in relationship
with whistle blowing intention are in western societies,
which are individualistic culture and low power dis-
tance societies.

Moreover,, the study provides support for the So-

cial Cognitive Theory (SCT), which proposes that peo-
ple build the relationships and these relationships are
built when the employees are working in the organiza-
tion, they learn through observing others and from the
social media or print media; consequently, they make
decisions that are favorable in the perspective of the or-
ganization.

Future researchers are advised to investigate the
same study using longitudinal study. The researchers
should also consider investigating the current relation-
ships for a specific type of different leadership style
with whistle blowing intentions. Furthermore, other
dimensions should also be explored, such as masculin-
ity, femininity and power distance. Power distance
must be checked, as Pakistan is high on power distance,
it must be interesting to explore, whether employees
do move towards whistle blowing in presence of high
power distance.

Further, the researchers should find that what are
the actual reasons for starting the whistle blowing pro-
cess and what are the elements that initiate the process
of whistle blowing. The current study just checked the
impact of ethical leadership, which would start the pro-
cess of whistle blowing intentions in the employees.

6.2 Practical implications

The present study has certain practical implica-
tions, which might provide some help for the organi-
zations in Pakistan. It can be noticed that whistle blow-
ing or whistle blowing intention is a great concern for
the organization because as we see in the organizations
that are working in Pakistan, large number of cases are
present that show that the people have no fear of do-
ing any wrongdoing. Peoples know that there are no
proper authority that can check there wrongdoing so
there is great need of an ethical leader and a proper
channel of reporting the wrongdoing.
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The study will also provide guidance for Pakistani
organizations to develop their working environment
in which the employees have no fear of reporting any
wrongdoing in the organization. It is the duty of the or-
ganization to provide such working environment that
will be helpful for the employees to report the wrong-
doing.

6.3 Limitations

The current study tried to eliminate all the prob-
lems, but still there are some limitations that must be
avoided in the future.

Firstly, that sampling and data collection were done
through cross sectional method due to time and re-
source constraints. In a cross sectional study data are
collected from the respondents at one specific point
of time. Thus, the sample size was small and might
not represent all the population of Pakistan, because
the sample was not comprehensive and results might
change if sample size might increase.

Moreover, the study focused on different sectors for
data collection, but it might also affect the results of this
study. Because working conditions of the banking sec-
tor organization might offer more support and when
we analyses the corporate scandals that occurs in differ-
ent organizations, it may provide more comprehensive
support and facilitation to employees as compared to
other sectors that might not support and facilitate their
disabled employees much.
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Abstract. This study examines the relationship between perceived usefulness of technology and ease of use with
technology usage. Data were collected by 100 respondents of government sector of Pakistan. The results show
the positive relation between perceived usefulness of technology and ease of use with technology usage with the
mediating role of intention to use technology. This study also has theoretical and practical implication in the context
of Pakistani organization having projects, as discussed later in the study.

1 Introduction

Before the start of Technology acceptance model
there were many studies related to the use of infor-
mation system in projects to make them more effective
and efficient. Many people do not consider it as more
effective way towards the success of project as com-
pared to the human factor. Since seventies, researchers
have been trying to study the usefulness and effective-
ness of the information systems. Bagozzi et al. (1992)
has done research to prove theoretical model of effec-
tiveness and usefulness of computer-based information
system practically.

Technology acceptance model was suggested by
Mayer et al. (1995), and it has been used by number
of researchers in their studies. Technology acceptance
model is the model that basically relates the perceived
usefulness and ease of use of technology in projects.
This model is formed to develop awareness in the peo-
ple related to the use of information systems.

Venkatesh and Davis (2000), found the effective-
ness and usefulness of technology acceptance model.
They explored ease of use and perceived usefulness
of technology acceptance model. They did practical
research on 4 project base organization and based on
organizational data, they concluded that use of infor-
mation system improves the effectiveness and useful-
ness of the organizations or the projects. Similarly,
Legris et al. (2003) found that the technology accep-
tance model is a useful model in order to understand
the effectiveness of information system in project based
organizations. Technology acceptance model is tested
along with many different tools and other models, but
still this model remains successful model as compared

to the other models.
Recent studies further related technology accep-

tance model to explain the influence of acceptance of
other Google applications. Cheung and Vogel (2013),
found the effect of collaborative learning of the stu-
dents. They collected data from 136 students who were
enrolled in the master degree program and asked them
regarding the usage of information systems and the
group work in either project based organizations or
group work of the students. Wallace and Sheetz (2014),
found the importance of software measures in project
management. They conducted the test to prove the im-
portance of use of software in project based organiza-
tions or in projects. Their study was based on technol-
ogy acceptance model and the construction of software
on the desirable properties of software.

Furthermore, Toft et al. (2014) posited that one type
of system is not enough for all types of work, and
similar system can work efficiently and effectively for
years. They suggested that each system should form
according to the need of project or organization. Sim-
ilarly, systems must be updated with the passage of
time. Zheng (2016) found technology acceptance model
to be a problem solving model for promoting mobile
donations for non-profit organizations. Costa et al.
(2016), found that it very difficult to use these systems
in project based organizations, so their basic research is
on the adoption and satisfaction of the people for us-
ing these systems. Hwang et al. (2017), in their study
also suggested the moderating role of intention to use
technology in project based organizations. Using tech-
nology in project based organizations is not a very com-
mon practice. It influences not only organizations pro-
cesses and strategy but also the projects.

There is huge gap in project based organizations re-
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lated to the use of technology, especially in Pakistani
context. A lot of work is needed to be done now as
many organizations have shifted their projects based
on technology. The purpose of this study is to increase
the use of awareness related to the use of technology in
project based organizations, especially in Pakistan. Or-
ganizations and project managers will able to enhance
projects success rates. It is assumed that study will help
many organizations in Pakistan, to learn the impor-
tance of technology and its impact on project success
by using technology in project based organizations. As
it is mentioned above that technology usage has now
been considered as the critical success factor for project
success and definitely it will also increase the success
rate of projects in Pakistan.

2 Literature Review

2.1 Relationship of perceived usefulness of
technology with technology usage

A lot of research has been done previously to un-
derstand the usefulness of technology through which it
influences the technology usage, like e-tourism is gain-
ing popularity, enhancing the technology usage (Uk-
pabi and Karjaluoto, 2016). Building information mod-
eling is used to change the construction industry with
the extension of theory of acceptance and use technol-
ogy to increase the use of information technology in
construction industry (Howard et al., 2017). The uni-
fied theory of acceptance has been used widely in the
area of information technology to insure the acceptance
of technology usage in different areas (Venkatesh et al.,
2016).

The study extends the unified theory of acceptance
to find out the use of technology in different areas like
the use of technology of social media such as Insta-
gram. In this theory, they studied the use of technology
for using social media (Järvinen et al., 2016). This pa-
per focused on digital sakuga means digital drawing.
Means they want to increase the use of technology even
in the area of arts, which allows the individuals, related
to the field of art, to adopt information technology
(ICHIKOHJI, 2016). Another study by Cai et al. (2017)
explored the major reasons why there is a gender differ-
ence while using information technology. They tried to
see the difference in the use of information technology
in different areas of the world to understand why there
is a difference between the use of technology in dif-
ferent areas (Rojas-Méndez et al., 2017). Massive open
online courses increased the trend for learning online
courses, which means increase in trend for using in-
formation system at student life (Ouyang et al., 2017).
Another study explored the behavior of students as
to why the trend of using technology increased, what
are the main reasons for the increase in usage (Padilla-

MeléNdez et al., 2013).

Based on the above literature, following hypothesis
has been developed:

H1. Perceived usefulness of technology is positively re-
lated to technology usage

2.2 Relationship of ease of use with tech-
nology usage

Ample literature provides evidence that why there
are still limitations in applying the wide range of anal-
ysis in human neurosciences, because there is less ease
of use in using information technology (Gorgolewski
et al., 2017). Literature tells us how the use of informa-
tion technology varies in different countries because of
the culture and its not as easy to use in every area be-
cause of the culture at that place. Some people dont ap-
preciate their children to use technology (Hallikainen
et al., 2017). Wu and Chen (2017) posited that increase
in the ease of use of information technology so that
massive open online courses will be able to help and
teach a lot of students in those areas who cant afford
study in expensive universities. Massive open online
courses increased the trend for learning online courses,
which means increase in trend for using information
system at student life (Ouyang et al., 2017).

Another study conducted to see how banks and
financial service providers are delivering their finances
through e-banking, because of the ease of use of tech-
nology (Wang et al., 2017). Padilla-MeléNdez et al.
(2013) studied the behavior of students that why the
trend of using information technology increase, what
are the main reasons for the increase in usage. The
use of technology in medical field is considered easy
so that the people who take care of patients other than
doctors can also easily operate the systems (Wouters
et al., 2017). Gender difference in playfulness of tech-
nology acceptance model has also been explored by
researchers. The model checks what are the main rea-
sons in order to remove this gender barrier? (Padilla-
MeléNdez et al., 2013). Similarly, another study posited
the advantages of acceptance of wireless internet via
information technology and how it is easy to use infor-
mation systems (Lu et al., 2003).

H2. Ease of use is positively related to technology usage

2.3 Relationship of intention to use tech-
nology with technology usage

Researchers have studied the advantages of accep-
tance of wireless internet via information technology
and how it is easy to use information systems (Lu
et al., 2003). Massive open online courses increase the
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trend for learning online courses, which means increase
in trend for using information system at student life
(Ouyang et al., 2017). The use of information technol-
ogy varies in different countries because of the culture
and its not as easy to use in every area because of the
culture at that place. Some people dont appreciate their
children to use technology (Hallikainen et al., 2017).

Gender difference in playfulness of technology ac-
ceptance model has also been explored in order to
check how can gender barriers in this regard be re-
moved (Padilla-MeléNdez et al., 2013). Similarly, lit-
erature provides evidence on how banks and financial
service providers are delivering their finances through
e-banking, because of the ease of use of information
technology (Wang et al., 2017). A study by Wang et al.
(2017) highlighted the importance of information tech-
nology when you are at the journey and the people in-
tentionally use information technology in order to re-
main in touch with the world.

The theoretical extension of technology acceptance
model and intention to use technology was also stud-
ied in order to check the social influence and instru-
mental process (Venkatesh et al., 2016). Similarly, re-
search elaborates the use of intention to the looks that
how a website looks like will attract more people to-
wards it and make more intention to use technology
(Al-Qeisi et al., 2014). Relating the performance of per-
son with the data analysis, data searching, mining and
also the similar things that are if there is a use of infor-
mation technology then the work will become easy and
it will create the intention to work by using technology
(Kwon et al., 2014).

H3. Intention to use technology is positively related to
technology usage

2.4 Relationship of perceived usefulness of
technology with intention to use tech-
nology

A lot of research has been done previously to un-
derstand the usefulness of technology through which it
influences the technology usage, like e-tourism is get-
ting famous, leading to the increase in technology us-
age (Ukpabi and Karjaluoto, 2016). Building informa-
tion modeling is used to change the construction indus-
try with the extension of theory of acceptance and use
technology to increase the use of information technol-
ogy in construction industry (Howard et al., 2017). A
study has been conducted to see the difference in the
use of information technology in different areas of the
world to understand why there is a difference between
the use of technology in different areas (Rojas-Méndez
et al., 2017).

Another study tested the theoretical extension of
technology acceptance model and intention to use tech-
nology in order to check the social influence and in-

strumental process (Venkatesh et al., 2016). However,
literature explains that the use of information technol-
ogy varies in different countries because of the culture
and its not as easy to use in every area because of the
culture at that place. Some people dont appreciate their
children to use technology (Hallikainen et al., 2017).

H4. Perceived usefulness of technology is positively re-
lated to Intention to use technology

2.5 Relationship of Ease of use with inten-
tion to use technology

Researchers posited why there are still limitations
in applying the wide range of analysis in human neuro-
sciences, because there is less ease of use in using infor-
mation technology (Gorgolewski et al., 2017). Wu and
Chen (2017) conducted a study, aiming to help increase
the ease of use of information technology so that mas-
sive open online courses will be able to help and teach
a lot of students in those areas where they cant afford
to study in expensive universities. Moreover, another
study explored the major reasons why there is a gen-
der difference while using information technology, try-
ing to resolve the issue by conducting different studies
so that people belonging to any gender can use infor-
mation technology (Cai et al., 2017).

Padilla-MeléNdez et al. (2013) studied the behavior
of students regarding the trend of increased usage of
information technology and what are the main reasons
for the increase in usage. Moreover, use of technology
in medical field must be easy so that the people who
take care of patients other than doctors can also easily
operate the systems (Wouters et al., 2017).

H5. Ease of use is positively related to Intention to use
technology

3 Theoretical framework

Perceived 
Usefulness of 
Technology

Ease of Use

Technology
Usage

Inten�on 
to use 

technology

Figure 1: Conceptual Framework

4 Methodology

4.1 Sample and procedures

For this study, convenient sampling technique was
used to examine the impact of perceived usefulness of



Jinnah Business Review 61

technology and ease of use on technology usage with
mediating role of intention to use technology. The sam-
ple was selected from government sector of Islamabad
(Smart PCB). Smart PCB is multi-disciplinary program
agency under the Ministry of Defense Production, Pak-
istan which is dedicated for evaluation of science and
technology for use by the military. For study purpose,
120 questionnaires were distributed among employ-
ees, 100 questionnaires were returned back with full re-
sponse, 10 were incomplete and 10 were not returned
back. Additionally, all respondents were assured that
their information will be kept only for academic pur-
pose.

4.2 Measures

4.2.1 Perceived usefulness of technology

Gallivan et al. (2005) used questionnaire of per-
ceived usefulness of technology in their study to mea-
sure 5 items of variable. Likert scale was used to
measure the level of variable. A sample item was
Having a computer available to me would/does im-
prove my productivity. was measured against Strongly
Agree (SA), Agree (A), Neutral (N), Disagree (D), and
Strongly Disagree (SD). Cronbachs alpha was 0.737.

4.2.2 Ease of use

To measure ease of use, a 6 items questionnaire de-
veloped by Malhotra and Galletta (2005) was adopted.
A sample item was Learning to use [the system] for
performance-based activities is easy for me. Strongly
Agree (SA), Agree (A), Neutral (N), Disagree (D), and
Strongly Disagree (SD). Cronbachs alpha was 0.744.

4.2.3 Intention to use technology

Brown et al. (2010) developed questionnaire of In-
tention to use technology in their study to measure 3
items of variable, which was adopted in order to mea-
sure intention to use technology. Likert scale was used
to measure the level of variable. A sample item was
I intend to use the (collaboration tool) in the next 6
months. Strongly Agree (SA), Agree (A), Neutral (N),

Disagree (D), and Strongly Disagree (SD). Cronbachs
alpha was 0.630.

4.2.4 Technology usage

(Chin et al., 2008) used questionnaire of Technol-
ogy usage in their study to measure 4 items of variable.
Likert scale was used to measure the level of variable.
A sample item like If the choice of a (technology type)
platform were up to me, it would likely be (system).
Strongly Agree (SA), Agree (A), Neutral (N), Disagree
(D), and Strongly Disagree (SD). Cronbachs alpha was
0.65.

5 Results

Table 1 shows the biveriate correlation result that
is significant at p ≤ .01. Perceived usefulness of tech-
nology is correlated with technology usage (r = .931, p
< .01), ease of use is correlated with technology usage
(r = .933, p < .01), and Intention to use technology (r
= .966, p ≤ .01). Technology usage is correlated with
Intention to use technology (r = .941, p < .01). Ease of
use is correlated with intention to use technology (r =
.991, p < .01). Respondents were 55 Males and 45 were
female and average age of respondents was between 30
35 and average qualification was post graduates.

5.1 Regression Analysis

Table 2 shows the results of mediated regression
analysis. Respondents completed the questionnaire
and regression analysis on Hypothesis 1 shows that
PUT is linked with TU and it is accepted as supported
by the coefficient regression result (B = .837, p < .01).
Hypothesis 2 that is EU is linked with TU is also ac-
cepted, supported by the coefficient regression results
(B = .883, p < .01). Hypothesis 3, mediation is run
through Baron and Kenny (1986) four steps. IUT is
linked with TU and it is also accepted, supported by the
coefficient regression results (B = .729, p < .01). Further
for hypothesis 4, PUT and IUT is regressed that shows
the result (B = 1.049, p < .01) then PUT is regressed on

Table 1: Correlation Matrix

Variables Mean SD 1 2 3 4

1 Usefulness of technology 3.166 1.05794 1

2 Ease of use 2.81 0.89016 .933** 1

3 Intention to use 2.4341 1.14915 .966** .941** 1

4 Tech usage 2.4341 1.05349 .955** .955** .991** 1

** p ≤ .01
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Table 2: Mediated Regression Analysis

Predictor Intention to use technology Technology Usage

β R2 ∆R2 β R2 ∆R2

Direct Effects

Step 1

Control Variables 0.026

Step 2

Usefulness of tech 1.049** 0.931 0.931 0.837** 0.871 0.869

Step 3

Ease of use 1.043** 0.933 0.933 0.845** 0.833 0.862

Indirect Effects

Step 1

Control variables 0.026

Step 2

Intention to use tech 0.729** 0.885 0.884

Step 3

Usefulness of tech 0.309** 0.894 0.891

Step 4

Ease of use 0.309 0.894 0.891

N=11, p < .05*, p < .01**, p < .001***

TU that shows result (B = 3.09, p < .01) for hypothe-
sis 5, EU and IUT are regressed that shows result (B =
1.043, p < .01).

6 Discussion

The study results show that there is significant and
positive relation between perceived usefulness of tech-
nology and technology usage. It can be said that hy-
pothesis 1 has been approved after statistical analysis.
It is also supported by other studies for example, the
usefulness of technology through which it influence
the technology usage, like e-tourism is getting famous,
leading to increase in technology usage (Ukpabi and
Karjaluoto, 2016). The unified theory of acceptance has
been used widely in the area of information technology
to insure the acceptance of technology usage in differ-
ent areas (Venkatesh et al., 2016).

Hypothesis 2 results are also significant and show
positive relation between Ease of Use and Technology
usage. It has also been proven by other researchers
and statistical analysis that is performed in this study.

A study has been conducted to see how banks and fi-
nancial service providers are delivering their finances
through e-banking, because of the ease of use of in-
formation technology (Wang et al., 2017). Similarly,
Padilla-MeléNdez et al. (2013) tried to study the behav-
ior of students that why the trend of using information
technology increase, what are the main reasons for the
increase in usage.

Results for hypothesis 3 showed significant and
positive relation between Intention to use technology
and Technology usage. It has also substantiated by
other researchers but also by statistical analysis of the
study. Importance of information technology has been
studied previously when you are at the journey and
the people intentionally use information technology in
order to remain in touch with the world (Wang et al.,
2017), therefore, supporting the current study results.

Hypothesis 4 showed the positive relation between
perceived usefulness of technology and Intention to
use technology. The success or failure of an organiza-
tion or a project depends on the effective use of technol-
ogy. There is a constant interaction between employees
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and technology to make their work more effective and
ideal. Leaders create cultural development mechanism
and within the boundaries of the culture. Literature
tells us the advantage of acceptance of wireless inter-
net via information technology and how it is easy to
use information systems (Lu et al., 2003). Likewise, the
theoretical extension of technology acceptance model
and intention to use technology has been researched,
in order to check the social influence and instrumental
process (Venkatesh and Davis, 2000).

Hypothesis 5 results showed the positive relation
between Ease of use and Intention to use technology.
These results are substantiated by previous studies,
which tell us that why there is still limitations in apply-
ing the wide range of analysis in human neurosciences,
because there is less ease of use in using information
technology (Gorgolewski et al., 2017). Literature posits
why there is a need to increase the ease of use of infor-
mation technology so that massive open online courses
will be able to help and teach a lot of students in those
areas who cant afford study in expensive universities
(Wu and Chen, 2017).

6.1 Conclusion & Implication

After the analysis and literature support, it can be
said that perceived usefulness of technology and ease
of use have a positive effect on technology usage with
the presence of mediating role of Intention to use tech-
nology. The current study also has theoretical and prac-
tical implication in the context of Pakistani organiza-
tions and projects. From theoretical perspective, per-
ceived usefulness of technology and ease of use do mat-
ter for any achievement or success, if organizations en-
sure the technology usage. Moreover, Intention to use
technology also affects the technology usage in an or-
ganization, so it can be said that perceived usefulness
of technology and ease of use can help achieve technol-
ogy usage with the mediating role Intention to use tech-
nology. From practical perspective of implication, here
in Pakistan, project management is an emerging field
of study. Now projects are planned, executed, moni-
tored, evaluated according to the project management
iron triangle. As it is said in theoretical implication that
this study has significance in major portions of world
so it can be said that this study is also significant in the
context of Pakistan.

6.2 Limitations & Future Directions

The current study has been conducted in the con-
text of Pakistan, especially in government sector of Is-
lamabad region. For future studies, it is suggested that
this study should be conducting in other regions of
Pakistan and results might be different for private sec-
tor. The other constraint was sample size that can be
increased for future studies. Moreover, other variables

can also be tested for the effect on technology usage in
the context of Pakistan.
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