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Determinants of Bank Profitability

*Yasmeen Sultan

Hamdard University Islamabad, Pakistan

Abstract. Banks are the most vital financial intermediaries in economy, which has a profitable
banking industry; in order to survive undesirable shock as well as subsidize the constancy
under the whole economy. However, the main purpose of this research is in the direction of
analyzing factors affecting banks’ effectiveness all over Pakistan by means of sets of targeted
facts and figures of twenty panels from 2005 to 2015. This study is developed with the help
of AOLS technique which is used to examine the effect of different factors such as resources,
debts, justice, securities, economic growth, price increases, price decreases, and market capi-
talization on major profitability signs such as (ROA), (ROE), (ROCE) and (NIM). The experi-
mental consequences analyzed solid facts which stated the following conclusion, i.e., internal
factors and external factors create an adverse impact on the level of profitability. An outcome
by this research is important to different researchers. This research study proposed that by the
concentration & reengineering the internal drivers the banks can improve its profitability and
performance.

1 Introduction

Profitability demonstrates a connection between a total sum of income which specifies the
capacity of a bank in raising its funds to the customers and thereby increasing their profit level
(Chatterjee et al., 2014). It also defined as the capability to generate revenue occurring in busi-
ness transactions in organizations. It also displays the way in which it is competently making
profits by using its all existing resources in the market. According to Harvard and Upton, prof-
itability is the the ability of given investment to earn a return from its use.

The profitability of the banks and any other organizations is restrained by expenses and in-
come. Income is the money produced by the organization’s activities. Expenses are the cost of
resources used up or expended by the organization activities (Davydenko, 2010). The relation-
ship between banks profit and business progression is significantly evaluated with the reliabil-
ity & stability of different banks rate (Albert, 2015). On a higher level, the money making and
productive banks are very suitable in filling harmful situations and can increase the power of
monetary organization (Aburime, 2008). According to Athanasoglou et al. (2008) money making
and reliable banks should have greater polices to sustain in adverse distresses and complement
the stability in an economic organizations. Financial organizations play a vital part in the devel-
opment of the economy and growth.

*Corresponding author.
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The existence of non-financial banks and financial banks provides efficient cash for invest-
ing in the markets to maintain their economic growth & development. Financial banks play a
vital role for economic intermediation with the help of gathering & organizing resources for the
finance industry projects, which are necessary for financial development of organizations.

The financial banks are appropriate for monetary intermediation, which support private
division of investments and promote the entrepreneurs; whereas, monetary organizations inte-
grate with characterized into banking system & non- banking monetary organizations.

According to (Bawumia and Owusu-Danso, 2008), the Pakistani banks calculated 70% of
financial region, have a hostile universe impact on the economy. In this study, the word bank
profitability is used to rise to bank profitability and performance/growth.

The Pakistani banking sector has faced and observed numerous improvements and reengi-
neering for many years as a consequence of interior and exterior economic growths and tremors.
The latest expansions in banking sector are implementation of (IFRS) in link with international
standards by the State Bank of Pakistan, with the method of decreasing its total threat.

In most research studies the banking sector has been making more improvements that have
altered the investment productiveness; while the classification of finance area that has improved,
is motivated by banks liberalization, superior and rivalry (Bawumia and Owusu-Danso, 2008).
Therefore, realistic to expect these improvements have been transformed to Pakistani banks and
their performance.

The significance of this research study is based on profitability of banks statements conse-
quences that is the main division in the banking sectors. Therefore, these consequences are not
only successful for banking sector but also profound for big economy. Secondly, the banks are
restructuring an expected distress method and working on their presentation. Finally, banks
profitability is more significant due to retained earnings. Bank capitalization provided a scope
of protection during declining time period and supporting banks, further resilient opposition to
exterior shocks. In this research study we will examine some key determents of banks profitabil-
ity and the level to which it has an impact on banks factors.

The inspiration of this research study is based on advance recommendation that could be
verified & further used for decision making purpose regarding administration organization po-
lices and banks profitability level. This research study also observed the inspecting factors that
have an effect on the banking sector’s profitability & degree to which the banking sectors profits
are affected by these factors are. This recommendation is not only useful for Pakistan banks but
also for economies in every Region.

1.1 Background

Profitability is basically an accounting concept that shows the excess of profits over expenses
for a quantified era of the moment that characterizes earning of the banking sector for the rea-
son of which they accomplish a variety of actions in the rising financial system of Pakistan. The
Profitability of the banking sector is a silent characteristic & support of the argument as knowl-
edgeable of the business individual.

The banking sector of every country acts as a life blood of modern trade & commerce, which
provides major source of financing. The increasing phenomenon in the world has made the
concept of both financial and non-financial institutions and banks a major part of efficiency and
effectiveness. The financial system is dominated by commercial banks in Pakistan. The structure
of banking system has made significant changes since 1997.

This research study proposed the determinants of profitability for banks divided into two
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parts; internal factor are microeconomics and the external factors are macroeconomics. The
importance of banks profitability is treasured at the small & higher levels of the economy. This
research study also observed the both aspects microeconomic & macroeconomic stability, as well
as economic growth.

At the micro-level, profit is the essential requirement of a bank institute and the supply of
reserves. In the banking sector, the factors of profitability are well researched. The profitability
measurement diverges from study to study. The two main elements of profitability are (ROA),
and (NIM).

1.2 Objectives of the Study

The purpose of this research study is to notice the effects of determinants of profitability
on banks. According to our study, we can analyze the level of bank information from 2005 to
2015 & considering the method of the panel data regression to discover the connection among
main factors in seventeen banks of Pakistan & their special impacts on the high level of bank
profitability. Our study varies because we are directing this in the Pakistani environment.

1.3 Significance of Study

The significance of this study will restrict to examine the impact of factors which are inter-
nal and external and can influence bank profitability. These factors involve capital adequacy, ex-
penses management, liquidity, asset quality, GDP, size, money contribution, inflation, & banking
sector of Pakistan. It confirmed that there are some variables that have an impact on the bank’s
profitability, but they are not included into project.

Some other banking factors contain unlimited regulation indicator, taxations, political fac-
tors, cooperate governance, technology advancement & quality of services. The main vision
allowance of projects looks at bank sectors internal and external factors to increase and maintain
profitability of banks.

One more probable accumulation on the inspection of alterations in banks Profitability deter-
mination of all banks sectors, i.e. small or large or high-profit or low-profit banks. This research
study includes a sample of twenty-six banks from the period of 2005-2015.

1.4 Gap Identification

As we observed that there is strong positive relationship between different factors and bank’s
profitability. This research study used different economics models for profitability of banks. And
there is a very limited research study done in the context of the Pakistan banking sector. We have
used (LOAN); (CAPITAL); (SIZE) (DEPOSITS) (ROA); (ROE); (ROCE) & (NIM).

2 Literature Review

2.1 Profit Measures and Determinants of Banks Profitability

There are different types of research work done to determine the factors that affect banks
profit level. It is most important, while considering bank and its profitability to obtain factors
associated with account. For this purpose the detail of factors has been mentioned below, having
a substantial impact on banks & profit level.
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According to Rasiah (2010) some scholars have mainly focused on factors determining banks
profitability and their performance with two different groups. First one is internal factor and
second one is external factor of banks. They also argued that price does not change when prof-
itability ratio is used. In fact it is the most appropriate method to determining profitability after
properly analyzed. Rasiah (2010) also studied two different types of ratios, e.g. return on equity
& return on the asset.

2.1.1 Return on assets (ROA)

The Return on Assets (ROA) an indicator of banks profitability is relative to its total assets.
ROA gives idea of how efficient bank management is, using its assets to generate earnings. ROA
displays a percentage; if it is higher the ROA is better. The greater level of ROA ratio shows
that bank performance is better. Its an important mechanism for profitability in banks & entire
banking organization. As compare to some other research study, some scholars work in ROA
ratio percentage, which is a suitable measurement for bank profitability.

2.1.2 Return on Equity (ROE)

This ratio provides how efficiently banks handle money management, which contributes to
its shareholders. ROE measures the profitability of banks and other organizations. Higher the
ROE means banks are efficient in generating income & growth from its equity financing.

2.2 Internal Factors of Bank Profitability

According to Hosni et al. (2011) internal factors of bank profitability usually include those
factors which are in control of banks. These factors affect income and price of banks. Many
researchers have recognized two types of groups. One is financial statement of variables and
other one is non-financial statement of variables. The financial statement of variables is directly
connected to the balance sheet & Income statement of banks.

2.2.1 Income

According to Radian (2019), the banking sector produces more income from their assets as
compared to non -banking sectors. He further recognized two types of income; Interest & Non
interest Income. Interest Income includes rates obligatory on lands, overdraft, & trading money
that banks propose to their customers. Second type of Income is non-interest income which
includes returns on reserves, brokerage charges, dues, retreats & commission in companies.

Tan and Floros (2012) has observed that the main factor of banks profit is income which
comes from interest rate. He also observed that there is approximately 80% income from interest
rate. On the other hand, banks embrace bonuses and get benefits from trading security markets.

2.2.2 Loan Quality

The main part of banking sectors is lending money to its borrowers, which serves as one of
the major sources of income. Previous studies determined one more elastic resource on balance
sheet of banks.

It is clear that when banks offer more loans, they get more profits and generate more revenue
through this policy of loan quality.
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2.2.3 Deposits

Banks are deeply depending on treasuries that are given by General Community to deposit
of funding the lending of money, which is accessible to banks consumers. Additionally, mostly
individuals considerate with the intention of loans are not large in demand, As more deposits in
banks decline earnings, which are low profit for the banks. According to some other researchers,
there is reason for deposit, time, Fixed, Term deposit appeal high interest rate from banking
sectors to its depositors.

2.24 Capital Ratio

According to Rasiah (2010) the capital ratio is a percentage of banks Capital to its weighted
assets. Mostly Banks in undeveloped countries require a large amount of investment because
it gives strength to survive in economic crisis & also provide secure shield in situations of in-
solvency conditions to their investors. Banks on the level of justice decrease their expense on
capital gain which has positive effect on profitability of banks. In addition, common banks are
insolvencies due to lack of money, which is necessary for banking sectors for greater capital in
stress periods.

2.2.,5 Liquidity Ratio

Rasiah (2010) stated that for the most part banks are essential with supervisor to grasp a
specific level of liquidity resources. They also claimed that if banks gathered sufficient cash
in results, they obtain high liquidity, with capability of increasing the raw materials earlier, as
compared to other sources, which are capable to assemble and economic obligations. They also
observed that there is slow earning on assets and high liquidity on unnecessary reserves. There
are negative impacts on banks profitability level.

2.2.6 Non-interest Income

Non-interest Income is the Income embodied from other sources, like earning from loans of
banks. The sources of non-interest income are different types, which include fees earned from
contribution unit trust service & service charges on the bank’s deposit account, etc.

According to Rasiah (2010) old banking businesses as compared to other financial institu-
tions are varying towards the financial globalization & liberalization; due to these reasons banks
are able to increase profits and income. The experimental results Krakah and Ameyaw (2010)
study observed that the income from non interest is very important element of profitability of
Pakistani banks. And according to them, there is always a positive association between banks’
profitability and non-interest income of the banks.

2.2.7 Expenses

Torre Olmo et al. (2021) posited that expenses of banks imitate the banks expenditure that
is happening during the control of management of banks. This is categorized into two parts,
i.e. non- interest expenses & interest expenses. Expenses which are incurred by different banks
while making revenue as an Interest which can be paid out to depositor, and called an interest
expense.

In contrast, Non-expense Interest includes wages paid to employees, salaries, operating ex-
penses, overhead expenses, & miscellaneous expenses. According to two different researchers
Bourke (1989) and Jiang et al. (2003) show a negative relationship between profitability and ex-
penses, which indicates mostly banks having low cost result in high profits.
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2.2.8 Taxation

Vong and Chan (2009) separated some variables, i.e. tax variable & those taxes which operate
profit before tax. This research study is treated as a unique research study as compared to other
researcher work by Gyamerah and Amoah (2015). He postulated that taxes are the expense
variable, doesnt matter how they show.

Vong and Chan (2009) claimed that an affirmative association occurs between the profitabil-
ity and tax. Furthermore, Chioma and Orga (NA); Demirgii¢-Kunt and Huizinga (1999); Vong
and Chan (2009) specified a positive association between banks profitability and the tax variable.

2.3 External Variables of Banks Profitability

External variables are that factors which affect banks profitability and are not controlled by
the management of banks. These are indirect variables that have an extreme effect on the profit
level of banks.

As per Krakah and Ameyaw (2010) research study the macroeconomic factors are used to
determine the external determinants. This includes GDP, interest rate, competition, inflate rate,
size.

2.3.1 GDP

Vong and Chan (2009) investigated that the economic growth is directly determined by GDP
which has positive relation with bank profit level. Larger monetary development organizations
show large demand for lending money which comes from the result of interest and non interest
incomes.

This research study determined that the profitability has directly positive association be-
tween two variables which are inconsistent and negative relationship between two variables
which are consistent. In conclusion, GDP economic growth has positive relationship with banks
profit level, which increases overall level of profitability of banks.

2.3.2 Rate of Interest

Davydenko (2010) believed that bank’s interest rate is taken from different factors, conse-
quently net income interest rate having a huge impact on bank profitability level. A change in
interest rates has had a greater effect on banks’ profit levels. It has a direct relationship with
the banks. In other words, there is a direct relationship, i.e. if the interest rate increases, bank’s
profitability level also increases, and on the other hand if the interest rate decreases the banks
profitability level also decreases. Fluctuations in interest rate can be of long term period as well
as short term period, depending on the situation.

2.3.3 Rate of Inflation

According to Revel (1979) inflation is one of the main factors that can cause changes in the
profitability of the banks. By the definition of different researchers inflation increases the price
level in a country. Due to which, when inflation rate increases, banks profitability decreases,
having inverse relationship between them. Consequently, inflation creates pressure on bank
profitability.

On the other hand when inflation rate decreases, it automatically increases the banks prof-
itability level. Therefore, the current study hypothesize that inflation rate has a negative rela-
tion with banks profitability. The inflation rate is a serious problem that can be managed by the
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government of every country. In case of serious situations, the banks responsibility is to take
precautionary steps to maintain banks profitability.

2.34 Competition (Market Share/Market Growth Rate)

There are some competitive forces which affect banks profitability level. These are called
drivers of opposition. It becomes challenging for a firm to increase its profit level when faced
with strong competitive forces. A study by Mill et al. (1986) observed that a strong relationship
has positive effects on bank profitability level.

2.3.5 Market Growth

According to Bourke (1989) market growth is a greater way of entry barriers, and barriers
are great for banking sector, as they increase profitability level.

2.4 Framework

Determinants of Banks® Profitability

‘ SLEH | \ Internal Factors Microeconomic
| CAPITAL |
>
| LOAN ]
| DEPQOSITS | JJ Deterrminants of Bank’s
Profitability

r (ROA, ROE, ROCE
‘ GDP |
| INF | External Factors Macroeconomic
| MC |

Source: Self extracted.

Figure 1: Framework
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3 Framework and Methodology

This chapter of research study includes methodology, hypotheses, framework, and measures
of variables. The last part of this chapter includes data and sample selection with the tested and
verified modes.

3.1 Hypotheses

Based on the objectives and reviewed literature, the hypotheses are as followed:
Hj: There is positive relationship between internal factors & profitability of Banks.
Hj,: There is positive relationship between DEPOSITS & profitability of Banks.

Hyy: There is a positive relationship between LOAN & profitability of Banks.

Hj: there is negative relationship between CAPITAL & profitability of Banks.

Hy;: There is a relationship between SIZE & profitability of Banks.

Hy: There is a positive relationship between external factors & profitability of Banks.
Hy,: There is a positive relationship between MC and profitability of Banks.

Hyy,: There is a positive relationship between INF and profitability of Banks.

Hy.: There is a positive relationship between GDP and profitability of Banks.

3.2 Measures of Variables

It includes all the variables that affect the profitability of a bank. They are as followed:

ROA is return on an asset which is calculated by dividing the net income with total assets.
Is a ratio identified by dividing the net income over total assets?

ROE is return on equity which is calculated by dividing net income to total shareholders
equity.

ROCE is return on capital employed which is calculated by non- mark-up income to capital
employed.

NIM is net interest margin and it is a degree of the difference between the interest income
produced and interest paid out to their lenders.

SIZE concludes the information that superior banks have better economies of scale as com-
pared to the smaller banks.

CAPITAL is considered as the ratio of equity capital to total assets. The lesser the capital
will be more will be the banks profitability.

INF The rate of inflation on banks entirely depends on the inflation rate in Pakistan. Low
inflation is not good for country and banks performance. While high inflation creates an adverse
effect. Due to this reason, the bank always takes precautionary measures to avoid the risk of
bankruptcy.
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Market Capitalization (MC) it is measured by adding both debt and equity financing.

3.3 Data and Sample Selection
3.3.1 Survey Design

This section explains that both the external & internal factors have an impact on the banks
profitability of Pakistan. In order to achieve the above study goal, the scholar chooses review
research as a policy of investigation.

In current study one sample is examined by different tests. Secondly, it provides an opportu-
nity for the examiner to capture the sample database on the experimental figures. And the third
one is survey design. This will help it become economically feasible. In other words, it captures
a huge quantity of data in a small period of time with very little expense. Consequently, the data
for this research study has been composed by using structured biography analyses of banks’ fi-
nancial statements. Moreover, data is based on the cross- sectional survey. This section shows a
detailed analysis of survey documents, data analyses, and sample design.

3.3.2 Sample Design

This sample design seeks to explain both internal and external factors that affect the prof-
itability of Pakistani banking system. Therefore, for current study the target population was all
banks recorded by SBP and currently operating in a country. Presently, in Pakistan, there are
forty-seven banks operating. The banks contain four foreign banks, five Islamic banks, fifteen
private banks, four specialized banks, five public sector banks, thirteen microfinance banks, and
one development finance institutions.

10 years of data is needed for the study, therefore, most recently established private banks
are eliminate from the research work so, the number of banks is decreased to 20. The researchers
do not consider the sample size is adequate to make an evaluation of the population because the
sample ensures only 45% of the total population.

3.3.3 Data Collection

In this research study to observe the impacts of different factors on banks’ profitability, fi-
nancial statements of banks are reviewed. Study used ten years of data for analysis, i.e. time
period 2005 to 2015. Secondary data, collected from the SBP and other related websites of banks
was used.

3.3.4 Empirical Model

This research model is used for the purpose of combination of cross- sectional with time
series to make it panel data. Ertekin et al. (2019) examined that panel data allows economists
& some academics to investigate in details for the results analysis. In this research we used a
quantitative and descriptive Measure.

3.3.5 Descriptive Statistics

According to Greene (2008) descriptive statistics is the self- control of quantitatively defin-
ing the main features of selected information. Its targets are concluding a set of samples. Some
methods are used to define a set of data that measures central tendency, variability and disper-
sion. Measurement of central tendency consists of maximum, minimum, standard deviation,
mean, median, and value for each variable.
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3.3.6 Correlation

Correlation is any statistical relationship, either causal or not, between two random variables
or two sets of a data sample. It includes dependence or the degree to which two variables have
a linear relationship with each other.

3.3.7 Study Model

The simple approximation strategy is to group the observations and apply the regression
analysis on the organized sample.

Following is the study model in an equation form

Yit =g+ Q Xlit + aZXZit + oc3X3l-t + 0‘4X4it + 065X5it + 0‘6X6it+ 0‘7X7it + Uit

Where;

Y it indicates (ROA), (ROE); (ROCE) and (NIM) for bank I at time t.

X1 it indicates (SIZE) for bank I at time t

X2 it indicates (CAPITAL) for bank I at time t

X3 it indicates (LOAN) for bank I at time t

X4 it indicates (DEPOSITS) for bank I at time t

This is the best process in which the connection between factors remain constant in the cross
sectional method. The data of this research study is regarding the Pakistan banks. We also used
an Ordinary Least Square method for analysis.

4 Results

This section is about the results of the research study. This part of research study includes
descriptive statistics, correlation, and econometric methods for analysis.

e X5 itindicates (GDP) for bank i at time t
e X 6 it indicates (INF) for bank i at time t
e X7 itindicates (MC) for bank i at time t
e i=1to 20 banks

e t=2005-2015

e u= Error term.

4.1 Descriptive Statistics

The Descriptive statistical table shows dependent and independent variables impact on Pak-
istani banks profitability for the periods of ten years 2005 to 2015 and 832 are interpretation in
Pakistan. According to McClendon and Buckner (2007), descriptive statistics table also com-
prises the mean, standard deviation, median, sample variance, skewness, sum, number of obser-
vations, maximum, and minimum for the independent and dependent variables of the model.

ROCE, ROE, ROA, and NIM, all of them have a positive mean values that varies from a low
of 0.072 to 27.28. The table also consists of banks with very dissimilar dimensions. Standard
Deviation of NIM is 0.025 which represents the observations in data set and closer to the mean
value. The uppermost standard deviation for ROCE and ROE is 18.76 and 15.58 correspondingly.
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Table 4.1: Descriptive Statistics

ROA ROE ROCE NIM SIZE CAPITAL LOAN DEPOSITS GDP INF MC

Mean 1.03 12.24 2728 0.072 18.54 0.113 0.51 0.798 546 994 874
Median 1.3 15.02 28.02 1.02 18.74 0.101 0.62 0.805 6.12 796 896
Std Deviation 1.84 15.68 18.76 0.025 1.31 1.032 0.11 0.049 147 541 0.21
Minimum -781 -732 061 0.06 158 0.03 0.23 0.895 271 481 834
Maximum 372 3759 563 0.125 20.36 0.49 0.49 1.689 6.65 20.02 9.15

4.2 Correlation with respect to ROA

There is a larger deviation in data set of ROCE by the different banks sizes. The connections
among variables are identified with the help of ROA, ROCE, & ROE. As shown in Table 2, 3,
& the 4. The indicated table of this research shows that there is a positive relationship between
GDP, INE, SIZE, LOAN, & DEPOSITS. While a negative connection between MC and CAPITAL
to ROA.

Table 4.2: Correlation in relation to ROA

ROA SIZE CAPITAL LOAN DEPOSITS GDP INF MC

ROA 1

SIZE 0.378 1

CAPITAL 0521 0.104 1

LOAN 025 0.291 -0.132 1

DEPOSITS 038 0.625 0.287 0.187 1

GDP 0.396 -0.169 -0.158 0.269 0.148 1

INF 0251 0.178 0.006 -0.241 0.042 -0.889 1

MC -0.325 0.452 0.289 0.212 0.256 0235 -0135 1

4.3 Correlation in relation to ROE

According to this research analysis Table 3 indicates a correlation analysis between ROE and
explanatory variables of the research. It shows almost the same results as per with ROA. This is
because both profitability & ROA has a positive relationship with each other.

4.4 Correlation in relation to ROCE

In the table 4, it shows that INF and GDP is positively connected with LOANS, CAPITAL,
MC, SIZE and DEPOSITS, while negatively related to ROCE. This shows that larger banks have
a lower rate of ROCE.
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Table 4.3: Correlation in relation to ROE

ROE SIZE CAPITAL LOAN DEPOSITS GDP INF MC

ROE 1

SIZE 0.379 1

CAPITAL  -0.365 0.365 1

LOAN 0.652 0.354 -0.132 1

DEPOSITS 0.369 0.785 0.235 0.187 1

GDP 0.365 -0.458 -0.158 0.269 0.254 1

INF 0.125 0.548 0.254 -0.241 0.042 -0.889 1

MC -0.265 0.254 0.289 0.171 0.256 0254 -0234 1

Table 4.4: Correlation in relation to ROCE

ROCE SIZE CAPITAL LOAN DEPOSITS GDP INF MC

ROCE 1

SIZE -0.115 1

CAPITAL -0.558 0.102 1

LOAN -0.326  0.292 -0.326 1

DEPOSITS -0.125 0.312 0.256 0.125 1

GDP 0.012 -0.365 0.236 0.362 0.145 1

INF 0.115 0.189 -0.362 -0.124 0.01 -0.889 1

MC -0.245 0.256 0.365 0.002 0.258 0254 -0365 1

4.5 Regression Model

The value of R-squared adjusted is 0.54, which indicates that 54% variation in dependent
variable is explained by the independent variables of research. And 46% change in the de-
pendent variable remains unexplained by the independent variables. The value of F-statistic is
4.481, which is more significant invalidating and stability model concern with the research.

5 Conclusion

Current study examined features of Pakistani banks. The data were taken from the period
of 2005 to 2015. The factors which were taken are bank’s internal and external factors. These
factors, internal & external, impact banks profitability level. Hypothesis one examined how mi-
croeconomic factors impact profitability of banks. On the other hand, hypothesis two indicated
how macroeconomic bank factors have an effect on the banks profitability. This study is basi-
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Table 4.5: Regression Model
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Variables Coefficients
SIZE 0.641*
Constant -12.79*
LOAN 0.234
CAPITAL -4.56
GDP 0.445*
DEPOSITS 0.141**
MC -0.16
INF 0.161**
R-Squared 0.63
Adjusted R-Squared 0.542
F-Statistics 4.481*

*significance level at 0.01
**significance level at 0.05

cally about the determinations of banks profitability. For this reasons two main determinants
are taken, i.e. internal & external determinant of banks profitability. Internal determinants are
particular to the banks managers; whereas external determinants are outside of the banks. Both
the hypotheses had been accepted.
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Abstract. This paper aims to investigate how the relationship between safety management
practices and occupational health and safety performance have been examined in the litera-
ture, and which future research areas can be recommended. This systematic literature review
applied the matrix method to examine major literature in safety management practices and
occupational health and safety performance. A total of 24 papers in English peer-reviewed
from 21 journals were selected and analyzed. The synthesis of these empirical studies revealed
the following: The relationship between safety management practices and occupational health
and safety performance has mostly been investigated quantitatively in many countries and
sectors; management commitment to safety, safety rules, and procedures and safety training
are still most commonly used safety management practices to improve occupational health
and safety performance. In this study, research articles were selected only from English jour-
nals; therefore, some research articles in other languages might not be included. The findings
of this study can be used to develop a safety management model to reduce the rate of in-
juries, accidents, and near misses in high hazardous risk organizations. Overall, the findings
provide Safety management practices overview that practitioners use to manage safety per-
formance. There are only a few systematic literature reviews available on safety management
practices, occupational health, and safety performance. This paper is among the first system-
atic literature reviews to analyze how safety management practices have been associated with
occupational health and safety performance and provide potential research avenues.

Key words: Safety knowledge, Safety motivation, Safety management, Near misses, Injuries,
Accidents

1 Introduction

Safety management practices enable organizations to reduce the chances of accidents, in-
juries, and near misses (Vinodkumar and Bhasi, 2010). According to Kirwan (1998), safety
management practices are the actual roles in the organization to remain safe. Therefore, it is
quite understandable that to ensure occupational health and safety remains the biggest chal-
lenge for practitioners and theorists alike (Clarke, 2006; Fruhen et al., 2019; Lestari et al., 2019;
Zohar, 2010). According to the International Labor Organization (ILO - 2018) workers around
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the world continue to bear millions of injuries and deaths. However, there are various safety
management practices that are used to enhance occupational health and safety performance
(Hanafi et al., 2018) and to reduce the rate of accidents and injuries at the workplace (Lee, 2018).
The poor conceptualization for safety management practices and interchangeable terms compel
for development of a holistic framework that encompasses different aspects of safety manage-
ment practices (Autenrieth et al., 2016). Besides, in previous research studies, scholars have
identified the role of safety management practices to enhance occupational health and safety
performance (Almost et al., 2019; Baldassarre et al., 2020; Hanafi et al., 2018; Lee, 2018; Liu et al,,
2020; Vinodkumar and Bhasi, 2010; Zimolong and Elke, 2006). However, the rate of accidents,
injuries, and health and safety expenses revealed the fundamental concerns for the study de-
signs and safety management models (Alingh et al., 2018; Amponsah-Tawaih and Adu, 2016;
Aziz, 1993). Added to this, occupational health and safety-related theories have evolved dra-
matically and resulted in various safety management practices in the last decade (Zohar, 2000).
To date, no successful attempts have been made to create a unified framework for safety man-
agement practices and occupational health and safety performance. For example Hanafi et al.
(2018); Lee (2018); Vinodkumar and Bhasi (2010); Vredenburgh (2002) conducted a literature re-
view to synthesize literature on safety management practices and occupational health and safety
performance. In hazardous organizations, e.g. oil and gas, construction, management needs to
adopt a safety management model to reduce the chances of accidents (Amponsah-Tawaih and
Adu, 2016). However, the scope of studies (Hanafi et al., 2018; Lee, 2018; Liu et al., 2020; Vin-
odkumar and Bhasi, 2010; Vredenburgh, 2002) was limited to only safety management practices
at the strategic level of the organization. To address these gaps within the literature of safety
management practices and occupational health and safety performance, we believe that there is
a need to update the systematic literature review.

This systematic review is important because it synthesizes existing body of knowledge and
adds structure to the scattered literature on safety management practices and occupational health
and safety performance. This paper also makes an important methodological contribution to
synthesize the literature from the oil and gas industry where concepts were poorly conceptu-
alized for safety management practices and occupational health and safety performance. This
study is also helpful for the management to develop a safety management model to reduce the
rate of accidents and injuries, which indirectly contribute to improving occupational health and
safety performance.

2 Theoretical Background

2.1 Safety Management Practices

According to Ladewski and Al-Bayati (2019), safety management practices are the func-
tions that are used to manage organizational occupational health and safety performance. How-
ever, safety management has gained more attention to reduce the rate of accidents and injuries
(Haslinda et al., 2016). According to Dyjack et al. (1998), after 1991, safety management has en-
tered in the third phase. Safety management was introduced in the United States of America
(USA), and Henrich is the early adopter to audit the safety protocols at the workplace to in-
spect the safety rules and procedures (Gilkey et al., 2003). According to Vinodkumar and Bhasi
(2010) numerous attempts were made to predict safety management practices. Still, only those
practices should include in which employees and employers commonly perceived a safe en-
vironment (Hanafi et al., 2018). However, previous studies show that organizations with low
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accident rates and injury ratio were characterized by employees safety training, management
safety commitment, and display of safety rules and procedures (Dov, 2008; Hanafi et al., 2018;
Lee, 2018; Vinodkumar and Bhasi, 2010). Lee (2018) highlighted safety training, workers in-
volvement, and management commitment for safety. According to Hale and Borys (2013); Ros
and Gustafson (2015) safety rules and feedback are part of safety management to respond to
management commitment for safety in the organization. In safety climate investigation Dov
(2008) found that management safety commitment plays an important role to maintain organi-
zational safety performance. Fruhen et al. (2019) argued that employees safety behavior must
demonstrate to follow safety rules and procedures. Hence, management safety commitment
should be an observable activity to maintain safety performance (Almost et al., 2019; Lee, 2018;
Vinodkumar and Bhasi, 2010). In the organization, employees need to be active to participate
in occupational health and safety training programs (Mazzetti et al., 2020). In addition, safety
training improves employees’ knowledge and capabilities to identify risk hazards at the work-
place (Mazzetti et al., 2020; Teoh et al., 2020). In addition, safety training also helps to minimize
accident risk chances and take corrective measures to prevent workplace accidents (Fruhen et al.,
2019; Vinodkumar and Bhasi, 2010). The previous studies show that organizations with a low
rate of accidents and injuries were found with good safety training programs (Hanafi et al.,
2018; Hofmann and Morgeson, 1999; Zimolong and Elke, 2006). According to Vinodkumar and
Bhasi (2010) organizations need to conduct systematic safety training programs to improve the
health and safety level of employees. Therefore, safety training is considered an important as-
pect of safety management for newly recruited employees including orientation sessions, buddy
practice, emergency action training practice to improve occupational health and safety perfor-
mance (Kirwan, 1998; Mearns et al., 2003). Regular communication between supervisors and
the workforce is effective management practice to improve workplace health and safety perfor-
mance (Eklof and Ahlborg Jr, 2016; Heaven et al., 2006; Kim and Scott, 2019; Kim and De Dear,
2013). However, in prior studies surveys among various categories of employees show that
communication levels among management, supervisors, and coworkers influence safety per-
formance (Chandrasekar, 2011; Mukherji and Arora, 2017; O’Conaill and Frohlich, 1995). Well
documented safety rules and procedures and enforcement from supervisors and managers com-
municate what action employees can take and what actions they cant take to maintain workplace
safety (Reason et al., 1998).

Hence, organizations prioritizing to update safety rules and procedures shows the expres-
sion to reduce accidents and injury chances (Hale and Borys, 2013). Further, safety rules and
procedures are correlated with rate of accidents and injuries based on the previous findings (?).
Nevertheless, in total quality management models, rewards and incentive practices are accept-
able to motivate workers work safely in the organization (Ajmal et al., 2020).

International Standards Organization (ISO) 19001-18001 safety management system works
around the world (http://www.iso.ch) as a non-profit organization to improve work practices
and standards (Vinodkumar and Bhasi, 2010). It has been demonstrated that companies reg-
istered with OHSAS 18001 certification perform better in terms of safety performance (Ajmal
et al., 2021). Well-documented safety rules and procedures and their enforcement can improve
the safety performance and safety behavior of employees (Glendon and Litherland, 2001). The
safety rules and procedures may minimize the causes of accidents and injuries because they
give a clear picture of safety improvement practices (Reason et al., 1998). However, employ-
ees need authority and empowerment to make decisions that affect the safety performance of
individual and group-based decisions (Almost et al., 2019; Hanafi et al., 2018; Liu et al., 2020).
In safety management employees involvement in decision making has been reported as nega-
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tive, particularly in identifying safety problems (O’Conaill and Frohlich, 1995). Management
safety commitment provides ultimate support to employees and encouragement to follow the
safety rules and procedures (Fruhen et al., 2019). Besides, support from the top management
reshapes employees’ perception and behavior related to safety performance (Borowski et al.,
2020; Feng et al., 2011; Hu et al., 2020). Hence, top management is committed in safety training
for employees and job design (Zohar, 2010). In the view of literature, many studies have been
conducted on management safety commitment including construction, hospitality and heavy
vehicle transport (Almost et al., 2019; Alphs and Anand, 1999; Amponsah-Tawaih and Adu,
2016). According to Fruhen et al. (2019); Gilkey et al. (2003) management safety commitment is
an important factor that determines the safety outcome for injuries, fatalities and near misses.
Further, organizations need to be aware of the importance of safety management commitment
to improve safety performance (Autenrieth et al., 2016). However, employees safety behavior
contributes to maintain workplace safety performance and develop safety relationships with
coworkers at the workplace (DeVaul, 2013). The previous research studies (Gilkey et al., 2003)
found that employees behavior with coworkers helps to report risk hazards and problems that
can be the cause of any accidents at the workplace (Apisarnthanarak et al., 2014; Asibey et al.,
2019; Autenrieth et al., 2016; Fruhen et al., 2019). Similarly, a safety promotion policy is also part
of safety management, including rewards and incentives to report safety hazards and unsafe
conditions (Dyjack et al., 1998). These compensation practices also create competition among
employees to report unsafe actions of coworkers and safety-related problems (Vinodkumar and
Bhasi, 2010). In safety management practices, one of the important factors that have been ig-
nored is the usage of drugs at the workplace (Vinodkumar and Bhasi, 2010). However, drug
usage control is not included in management safety practice, but it can be included in the survey
instrument (Vinodkumar and Bhasi, 2010). Hence, the way seniors and management commu-
nicate with their subordinates, influence their safety behavior, whether to participate or not in
the safety process at the workplace. The language used to convey a message often determines
whether, the safety process is rejected or accepted (Eklof and Ahlborg Jr, 2016). Nevertheless,
safety practices depend on communication practices used in an organization (Gao et al., 2019).
A safe work environment provides a sense of commitment and lowers the risk of hazards and
injuries (Kim and Scott, 2019). In addition, Management provides an open system and two-way
communication information related to risks and hazards to work safely (Kim and De Dear, 2013).
Employees contribute effectively and consult which encourages to report hazards, near misses,
and injuries (Chandrasekar, 2011). Moreover, in decision making involvement of employees is
motivated to work safely (Acar and Acar, 2014; Fruhen et al., 2019; Mukherji and Arora, 2017).
According to Vinodkumar and Bhasi (2010) behavioral-oriented technique is used for employ-
ees involvement in the decision-making process through upward communication within-group
or within the organization. Hence, the level of participation ranges from full participation to no
participation. Numerous researchers have noted that communication patterns influence safety-
related issues in the organization (Classen et al., 2020). According to Hoffman (1998) people
in high uncertainty avoidance societies tend to want to avoid uncertainty and unpredictability.
As a result, work environments in such countries try to provide stability and certainty through
clear rules and instructions. Communication barriers present a challenge to adopt safety-related
communication in the organization (Mehdibeigi et al., 2018). According to Kim and Scott (2019)
effective communication may help to reduce hazards risk. The organizations open-door policy
for communication facilitates discussion of threats and challenges at the workplace (Arteta and
Giachetti, 2004; Whittaker et al., 1994).

Safety commitment has described the involvement of the individual in safety activities to
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achieve organizational safety goals and improve safety performance at the workplace (Grill
et al., 2017; Newnam and Goode, 2019). In the past, many studies have discussed the impor-
tance of safety commitment and safety performance (Ajmal et al., 2020). These past studies are
showing the importance of safety management practices to manage occupational health and
safety performance.

2.2 Occupational Health and Safety Performance

The concept of safety performance focuses on maintaining workplace safety through differ-
ent interventions (Christian et al., 2009). These interventions are mainly considered safety be-
havior with coworkers while performing a job task (Huang et al., 2016). According to Townsend
and Gebhardt (2006), positive behavior of employee’s engagement supports to share safety
knowledge with coworkers. Furthermore, the performance of workplace safety is measured
to minimize accidents and occupational injuries (?). A number of studies addressed that re-
searchers need to point out the factors that lead to serious injuries and accidents and near misses
in an organization (Zohar, 2010). However, employees’ behavior matters a lot to maintain and
enhance safety performance (Hoffman, 1998). According to Miller (2017), safety performance is
also associated with an employee’s safety compliance and safety commitment in the workplace.
While safety behavior indirectly supports the development of a safety culture and enhances
safety performance (Grill et al., 2017). Additionally, Neal et al. (2000) argued that safety perfor-
mance depends on employees’ good job performance and safety commitment behavior (Ajmal
et al.,, 2020). In the last decade, numerous studies focus on investigating safety performance
predictors. For instance, Bhatnagar (2007); Farndale and Murrer (2015); Ferreira and de Oliveira
(2014) found that coworkers’ relationships, knowledge of safety, safety commitment level, and
leadership are the predictors of safety performance. Safety improvement is a continuous process
which improves when organizations take serious initiatives (Pruden and Wadhwa, 2021). How-
ever, these initiatives are included in safety training and its implications of learned skills and
knowledge (Griffin and Hu, 2013). In the most hazardous workplace, employees face health and
safety issues (Neal et al., 2000). However, these types of problems increase the employees medi-
cal expenses for health (Classen et al., 2020; Feng et al., 2011; Hu et al., 2020). According to Pinion
et al. (2017) safety performance influences employees’ retention rate at the organization. Safety
performance in an organization depends on employees safety commitment level and engage-
ment with coworkers (Harris et al., 2014). In previous studies related to safety performance and
employees’ relationships, Ellinger et al. (2014) argued that when employees engage, they share
safety information with coworkers. Employees learn through formal safety trainings (Christian
et al., 2009). Workers share information at the workplace when they engage to follow the safety
rules and procedures (Viitanen and Siljander, 2021). Safety commitment behaviour is the main
concern for safety performance (Potdar et al., 2018). According to Ghosh et al. (2014) employ-
ees positive safety commitment behaviour encourages coworkers to implement safety measures
and follow the rules. Therefore, organizational safety performance is indirectly the result of em-
ployees’ job performance (Cousins et al., 2019; Feng et al., 2011). Previous studies of Onubi et al.
(2019); Vecchio-Sadus (2007) suggest that organizations need to improve measurement of safety
performance process because despite ample training for safety yet the employees face accidents
and injury problems (Mazzetti et al., 2020). Numerous past studies have addressed that human
error and employees’ unsafe acts play an important role to increase the number of accidents and
injuries rate (Hu et al., 2020; Huang et al., 2016).
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2.3 Safety Management Practices and Occupational Health and Safety Per-
formance

Safety management practices have played an important role to improve occupational health
and safety performance to reduce the rate of injuries and accidents (Autenrieth et al., 2016). In
past researches, several studies have been conducted to understand the correlation between
safety management practices and occupational health and safety performance (Ajmal et al.,
2020). Earlier scholars emphasized selected safety management practices and didnt include a
few more practices to develop a holistic safety management model (Hanafi et al., 2018; Kirwan,
1998; Swuste et al., 2020). In addition, safety management practices and occupational health and
safety performance are closely related to maintain safety performance (Fruhen et al., 2019). In
recent studies, safety management practices revealed that each practice individually plays an
important role to reduce the rate of accidents and injuries (Vinodkumar and Bhasi, 2010). There
are implicit assumptions about the relationship between safety management practices and oc-
cupational health and safety performance.

In past studies, researchers have used selected variables to develop a framework to investi-
gate the impact of safety management practices on occupational health and safety performance.
It is important to systematically study the safety management practices, occupational health and
safety performance to understand the relationship between both factors.

3 Methodology

In this study, we applied the most reproducible, scientific, and holistic review method that
is used in the research for systematic literature review (Inkinen, 2016) and this method is widely
accepted in the research field (Thomé et al., 2016). This research study aimed to synthesize
the literature related to safety management practices and occupational health and safety perfor-
mance. In research, the systematic literature review was conducted in the medical field, but later
on, it has been adopted in social sciences, management sciences, and relevant fields (Frangieh
and Yaacoub, 2017). This method is more rigorous because it helps to exclude irrelevant content
and is more effective as compared to the traditional systematic literature review method (Thomé
etal., 2016).

3.1 Search Strategy

Published papers on safety management practices and occupational health and safety per-
formance were identified through exhaustive searches over web of science, Google scholars,
ScienceDirect, and ProQuest Database. The researcher used search string techniques to find rel-
evant published papers from the targeted databases. These techniques included Safety Manage-
ment Practices, Management of Safety, Safety Management Practices and Occupational Health
and Safety Performance, Safety and Management to find study-related papers. Afterward, in-
clusion standards were developed to include papers in analysis qualitative, quantitative, and
mixed method approaches on safety management practices and occupational health and safety
performance (OHSP). In the preliminary stage, 65 relevant papers abstracts were selected for
inclusion, and later on, it was reduced to 41 papers. The remaining studies were read, and 41
papers were excluded because they were not relevant to safety management practices and occu-
pational health and safety performance. For example, the study by Mearns et al. (2003) focused
on the offshore environment and overall safety performance. Besides, 41 papers were excluded,
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including 19 review papers and 13 research papers and 10 were case studies. These excluded
papers were out of examining safety management practices and occupational health and safety
performance. For example, studies by ? were conducted on safety management practices and
occupational health and safety performance, and these studies are relevant to conduct a system-
atic literature review for safety management practices. All paper filtering processes were carried
out carefully, and 24 relevant papers were selected to include in this study. For cross-check, the
references list was also reviewed to find additional articles for further analysis of the study.

3.2 Analysis of the Retrieved Articles

The matrix of the literature review was developed to organize the information of 24 relevant
papers from the past studies. In the systematic literature review, relevant information regarding
safety management practices and occupational health and safety performance was extracted.
The guidelines of the literature review matrix (Lubbe et al., 2007) were used, including the name
of authors; region and industry, research methods, and findings are mentioned in Table.1.

4 Findings

This study seeks to provide a comprehensive systematic literature review and examined
how safety management practices play an important role in occupational health and safety per-
formance. The synthesis of empirical studies that have been conducted previously revealed the
following findings.

4.1 Distribution of Publications

The publications on safety management practices and occupational health and safety perfor-
mance have been shown in (Figure.1). In an earlier paper on safety management practices and
occupational health and safety performance was from Vredenburgh (2002) on the USA health
sector.
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Figure 1: Year-wise Distribution of Publications on Safety Management Practices and Occupational Health
and Safety Performance

In this study, quantitative discussed the impact of safety management practices on occupa-
tional health and safety management practices. Besides, most publications on safety manage-
ment practices and occupational health and safety performance were published in (2018,2019)
and (2020-September) 3 research papers even though some fluctuation is showing the impor-
tance of safety management practices importance and occupational health and safety perfor-
mance interest for the researchers in future. The current trend from (2019-2020), indicating that
more research papers will appear on safety management practices and occupational health and
safety performance. Interdisciplinary research on safety management practices and occupa-
tional health and safety performance papers have been published in various outlets. Among
(n=24) papers (n=13) papers have been published in Scopus journals and (n=11) have been pub-
lished in ISI impact factor journals. The findings of these research papers also revealed that
research on safety management practices and occupational health and performance has increas-
ingly distributed over the range of safety management, health and safety, and social sciences
journals.

4.2 Research Context and Methodology

The relationship between safety management practices and occupational health and safety
performance was investigated in different industries and regions. The samples of 24 articles
were found in 12 countries, in which Australia, UK, Malaysia, India, and the USA top ranking
with three papers in each country. This is indicative that studies on safety management prac-
tices and occupational health and safety performance have gained attention wide geographi-
cally. The above (Figure.1) graph is showing the gradual improvement in research in the area
of safety management practices and occupational health and safety performance in different
sectors including construction, manufacturing, SMEs, and Oil and gas industry. There are two
methodologies that researchers use for the data analysis quantitative and qualitative so, among
(n = 24) quantitative approach was accounted (n=14) used structural equation modeling tech-
niques and (n=5) multiple regression data analysis techniques, (n=5) mixed-method approach
was used. No case studies approach was found in selected papers for the systematic literature
review. 4.3 The relationship between safety management practices and occupational health and
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safety performance According to the International Labor Organization (ILO) reports every 15
seconds due to work-related accidents and injuries a worker dies. The global gross domestic
products 4% impede every year, probably due to 317 million accidents and injuries around the
globe (Buwalda et al., 2003). In addition, every year, 2.3 million deaths occur related to occupa-
tional accidents and work-related injuries and 6300 employees per day. In developing countries
where economic impede is growing upward is an alarming situation for high hazardous indus-
tries, e.g. oil and gas, manufacturing, construction (Lee, 2018). Safety Management practices
play an important role in safety-critical organizations to manage safety and reduce the rate of
work-related injuries (Vredenburgh, 2002). However, safety management practices are the func-
tions to play roles in organizations to remain safe (Ladewski and Al-Bayati, 2019). It is the
sub-system of overall organizational safety management and is performed via various safety
management practices, including safety training, management commitment to safety, employee
safety participation (Kirwan, 1998). According (Fernandez-Muiiiz et al., 2007; Lee, 2018; Vin-
odkumar and Bhasi, 2010; Vredenburgh, 2002), high-hazardous organizations focus on safety
management practices to enhance occupational health and safety performance. Hanafi et al.
(2018) argued that workplace health and safety performance indirectly influence the safety man-
agement budget of the organization. However, safety management practices include strategies,
policies and rules that are implemented by the organization including employees safety train-
ing, employees participation for safety, safety compliance and management commitment for the
workplace safety (Hanafi et al., 2018; Jacobs et al., 2015).

Our review shows that the developmental and multifaceted nature of safety management
practices is not surprised with a broad range of practices including employee safety training,
management safety commitment, safety rules and procedures, employees safety participation,
and safety knowledge sharing. The review shows that limited studies have been covered most
frequently safety management practices, e.g. management commitment to safety and safety par-
ticipation rewards (Vinodkumar and Bhasi, 2010). The analysis of this study shows that most
papers focused on management safety commitment to reduce the chances of occupational in-
juries and accidents rate (n = 9). However, employee safety training has also gained attention to
equipping employees with safety skills and knowledge (Mazzetti et al., 2020) and (n = 3) papers
more focused on employees safety training. The instruments used in these studies were mostly
adopted, and our review also found that (n = 4) used different theories for example (Baldassarre
et al., 2020; Lee, 2018; Liu et al., 2020). The findings revealed that the number of mediators and
moderators have been used to improve the occupational health and safety performance in most
risk hazardous organizations. These mediators and moderators were including safety motiva-
tion, safety participation, safety behaviour and safety knowledge. In review studies on safety
management practices and occupational health and safety performance have received the most
attention (Almost et al., 2019; Baldassarre et al., 2020; Hanafi et al., 2018; Mashi et al., 2017). The
elicited findings from the 24 papers on safety management practices and occupational health
and safety performance showing the relationship in outline a model (Figure.2).

5 Discussion and Recommendation for Future Research

This research aimed to extract and synthesize the literature on safety management practices
and occupational health and safety performance. In our review, we have observed that research
on safety management practices and occupational health and safety performance has gained
attention since last two decades and a plethora of publications show that safety management



Jinnah Business Review 27

Safety Management
Practices
e Safety Training
e Management
Commitment
e Communication and
Feedback
e Safety Rules and
Procedures Mediators Occupational
e Priority of Safety Health and
e Personal Priorities and e Safety Safety
Appreciation of Risk Motivation Performance
e Workers’ Involvement in . Safe;y . .
Safety Participation e Accidents
Safety Promotion Policies . Safety_ e Injuries
Supervisory Support Behaviour e Near misses
Rewards
Employees’ Personal
Protective Equipments

Moderator
e Safety
Knowledge

Figure 2: Model of the Relationship between Safety Management Practices and Occupational Health and
Safety Performance

practices have been used in a different context and organizational perspectives including con-
struction, manufacturing, and SMEs. Hence, the previous studies show that safety management
practices are important to improve occupational health and safety performance (Liu et al., 2020;
Vinodkumar and Bhasi, 2010; Vredenburgh, 2002; ?). However, this study offers new avenues
for future research into the area of safety management practices and occupational health and
safety performance.

5.1 Research Design Advancement

The analysis of research studies related to safety management practices and occupational
health and safety performance shows that in many contexts quantitative approach has been
applied. Therefore, to build more useful theories and better insights, more quantitative and
qualitative studies are encouraged. We also recommend using the mixed method approach to
understand the relationship between safety management practices and occupational health and
safety performance. In previous studies, mostly structural equation modeling (SEM) technique
has been applied to analyze the data. Still, in the qualitative study, NVivo software can use to an-
alyze the qualitative data of the study. In designing a mixed-method approach, research might
pair interviews, surveys to identify the most important safety management practices to ana-
lyze the relationship with occupational health and safety performance. This study can be about
employees working in high hazardous workplaces in organizational departments, including
manufacturing and production.

5.2 Implications for Research and Practice

This study is significant in several ways for practical and theoretical contribution to the
existing body of knowledge. From the theoretical perspectives, this study extends the exist-
ing literature on safety management practices and occupational health and safety performance.
In comparison, past review posits that safety management practices contribute significantly to
reduce the accident rate, near misses, and injuries. The current study suggests positive relation-
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ships between safety management practices and occupational health and safety performance
(Vinodkumar and Bhasi, 2010). Additionally, our review expanded previous literature and pro-
vided a detailed conceptual model on safety management practices. Occupational health and
safety performance with mediating and moderating variables, as well as this study suggests
alternative research avenues for future studies. This review in practical perspective provides
overall existing picture knowledge of safety management practices and occupational health and
safety performance that will be fruitful for experts to understand the importance of the develop-
ment of strategies. For example, employees safety training helps to improve employees safety
skills and knowledge to perform job-related duties safely. Moreover, management commitment
to safety has been found a very important practice to maintain and improve occupational health
and safety performance. Besides, both safety managers and the production and manufacturing
department should collaborate to foster occupational health and safety performance with safety
management practices. Safety managers should build teams to develop a culture for safety-
related knowledge sharing and employees safety participation. The management of organiza-
tions should update safety rules and procedures to reduce the hazardous risks and chances of
accidents and injuries. The department of occupational health and safety should ensure the
safety compliance practices that employees are following to maintain safety performance.

5.3 Conclusion

This paper aimed to review the existing literature comprehensively on safety management
practices and occupational health and safety performance to recommend for future research di-
rections. The key findings of the research study have emerged that safety management practices
have become important in the last two decades and several interesting studies have been con-
ducted in numerous industries. Notably, safety performance is one of the major compelling
forces to adopt and implement safety management practices effectively, and most studies have
been investigated quantitatively in many countries and sectors. Second, management commit-
ment and employees safety training has been identified as most important to maintain occu-
pational health and safety performance along with safety knowledge sharing. The review also
revealed that the number of mediating variables and moderating variables play an important
role to build the relationship between safety management practices and occupational health
and safety performance. Based on findings and literature review investigation, we provided a
nuanced conceptual model showing the relationship between safety management practices and
occupational health and safety performance. We also recommended the directions for future re-
search on occupational health and safety performance, and one protentional limitation is all the
papers included in this study were written in the English language. In future research studies
can include studies from other languages apart from English to know the contradiction related
to safety management practices and occupational health and safety performance.
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encourage them instead of threatening them. Respect and support will decrease turnover inten-
tion and increase job satisfaction (Lee et al., 2017). According to Pourshaikhian et al. (2016)
workplace violence causes fear, mental exhaustion and anxiety which leads to reduced job sat-
isfaction. Therefore, from the above discussion it is proposed that:

Hs: Job satisfaction negatively mediates the relationship between workplace violence and Turnover
intention.

2.6 Mediating Role of Work Engagement

The construct of individual work commitment has been the focal point of hypothetical dis-
cussion given its association with positive authoritative conduct (Bailey et al., 2017). A positive
wellbeing at working environment can lead to work engagement, which is the most important
element (Bakker and Oerlemans, 2011). To achieve the organization goal an employee can in-
vest in the work and find his work meaningful which is a state of work engagement (Kahn,
1990). An engaged employee is emotionally dedicated to work as well as its organization, they
are one of the greatest focused differentiators in the working environment (Mache et al., 2014).
Research recommends that the drivers of individual work engagements are relationship among
coworkers, rewards, interesting work-related tasks, bonuses, effective leadership and capital to
perform their work well (May et al., 2004). Past research recognized that an employee has less
aim to leave work, when he is engaged (Alfes et al., 2013), because an engaged employee finds
meaning in their work activities, can manage work related demands and they are also excited
(Schaufeli et al., 2002). Similarly, an employee who is highly engaged worker is more liable to
proceed with his present organization (Shuck and Reio Jr, 2014), while employee who is not
engaged tend to leave his organization (Rafiq et al., 2019), which increases the level of turnover.
Therefore, it is proposed that:

Hg: Work engagement negatively mediates the relation between workplace violence and Turnover
intention.

2.7 Framework

JOB SATISFACTION

WORKPLACE
VIOLANCE

TURNOVER
INTENTION

WORK ENGAGEMENT

Figure 1: Framework
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3 Methodology

3.1 Sample and Procedure

The purpose of data collection was to demonstrate the impact of workplace violence on
turnover with a mediating role of job satisfaction and work engagement at call centers in the
context of Pakistan. The participants will be asked to provide information regarding work en-
gagement, turnover intention, job satisfaction and workplace violence. Convenient sampling
technique was used for this research, in which 127 structured questionnaires were distributed
among the call centers in Islamabad. In Pakistan, as data collection from employees is a bit
difficult task because it is a time-consuming activity and due to time constraints data collected
would be biased one, thus private sector organizations are more active and functional in re-
search tasks and give better response for accurate results. Furthermore, data collection from this
sector was bit challenging because 140 questionnaires were received out of 150, of which 127
questionnaires were considered for the analysis. The respondents of this research were having
an age of 24 and above. The respondents were having qualification ranged from matric to MBA,
MS/MPhil. Experience of the respondents was ranged between 0-9 years.

3.2 Measurements

Same pattern and type of questionnaires were distributed to each employee of different call
centers in Islamabad. Likert scale was used for the measurement of the questionnaires by using
the measurement scale of 1= Strongly Disagree, 2 = Disagree, 3 = Neither agree/Nor Disagree,
4 = Agree, 5 = Strongly Agree. Workplace violence is measured by adapting the scale of the
Irish Nurses Organization and the royal college of nursing (UK). Consisting of 5 items (a =
913). One of sample item which was asked from the respondents is “Someone threw an object
on me at workplace”. Work engagement is measured by using scale of Schaufeli et al. (2006),
consisting of 5 items (« =.799). One of sample is At my work I feel bursting with energy”. Job
Satisfaction is measured by using the scale of Spector (1997). He developed a scale of 36 question
however in a research conducted by Sharma et al. (2019), he found that most of the questions
in the scale was overlapping each other so, they selected 6 items in their study, we have also
taken six items of Spector (1997) (a = .946). One of the sample items is "My work is helping my
professional growth by developing my skills and learning new technologies/tools/practices”.
Turnover Intention scale of Leiter et al. (2011) is used to measure Turnover intention. Consisting
of 5 items (a = .741). One of the sample items is I dont plan to be in this organization much
longer.

4 Results

Table 1 shows the reliability analysis of variables; the Cronbachs Alpha of every variable is
above 0.7. The results show full support for validity and reliability of the scales.

Second table represents Pearson correlation and Alpha reliability. The standard deviation
and mean for workplace violence are (S5.D = 1.16213, M = 3.1476), for work engagement (S.D =
1.06252, M = 2.7417), for job satisfaction (5.D = 1.33345, M = 2.857), and for turnover intention
(S.D =0.80374, M =2.6835).

Table 2: Descriptive statistics, reliabilities and correlations among variables.
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Table 4.1: Reliability Analysis

Sr. No. Variable Cronbach Alpha No of Items
1 Workplace Violence 0.913 4
2 Work Engagement 0.799 5
3 Job Satisfaction 0.946 6
4 Turnover Intention 0.741 5

Table 4.2: Correlations

M SD 1 2 3 4
1. WPV 3.1476 1.16213 1
2.WE 27417 1.06252 -.376"* 1
3.JS 2.857 1.33345 -357** 0.124 1
4. TI 2.6835 0.80374 .53** -343* -366" 1

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

The correlation analysis shows the relation among variables. It is investigated that there is
a significant relation between the workplace violence and work engagement (r =-.376, p < .05).
This shows that increase in workplace violence in the organizations decreases the engagement
of work. The correlation between the workplace violence and job satisfaction is also negatively
related (r = -.357, p < .05). This means that job satisfaction of employee will be decreased by
the increase in workplace violence in the organization. There is a positive correlation between
(r =53, p < .05) the workplace violence and turnover intention.

Table 4.3: Direct Hypotheses Testing

HYPO IV DV R Square F Beta t

1 Workplace Violence Job Satisfaction 0.128 183 -0.357 -4.278
2 Workplace Violence Work Engagement 0.141 20.588 -0.376 -4.537
3 Job Satisfaction Turnover Intention 0.134 19.334 -0.366 -4.397
4 Work Engagement  Turnover Intention 0.118 16.645 -0.343 -4.08

The table: 3 represents the results of direct hypotheses 1, 2, 3 and 4. Regression analysis
shows that 12% variation in the job satisfaction is caused due to workplace violence. It indicates
that workplace violence causes job dissatisfaction (R2 = .128, F = 18.3, p < .05). Hypothesis 1
indicates that workplace violence has negative impact on Job satisfaction. Regression analysis
supports the negative relation between WPV and JS, as the regression coefficient indicates (§ =
-0.375, P < .001). Therefore, first hypothesis has been accepted.

Further, second hypothesis indicates that 14% variation in the work engagement is caused
due to workplace violence (R2 = 0.141, F = 20.588, p < .05). Workplace violence is negatively
related to work engagement. Result of regression analysis also supports the negative relation
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between workplace violence and work engagement, that indicates the regression coefficient (8
=-0.376, P < .001). Therefore, second hypothesis is also accepted. Third hypothesis states that
job satisfaction has negative impact on turnover intention. Regression analysis shows that job
satisfaction has a negative impact on turnover intention, supporting the result regression coeffi-
cient indicates (8 = - 0.366, P < .001). Therefore, third hypothesis has also been accepted. Fourth
hypothesis states that work engagement has negative impact on turnover intention. Regression
analysis shows that work engagement has a negative impact on turnover intention, support-
ing the result regression coefficient indicates ( = - 0.343, P < .001). consequently, the fourth
hypothesis has also been accepted.

Table 4.4: Mediation Analysis

Effect se t P
Total Effect of WPV on TI 0.3278 0.0545 6.0185 0
Direct Effect of WPV on TI 0.2994  0.0583 5.1378 0

Effect Boot SE Boot LLCI Boot ULCI
Indirect Effect(s) of WPV on TI 0.0284 0.0191 -0.0068 0.0681

(Mediation of Job Satisfaction)

For depicting the mediation analysis of work engagement and job satisfaction we used the
mediation method recommended by Hayes (2009); which provides the direct, indirect and total
effects of mediation in the model. According to table 4(a) the total effect of workplace violence
on turnover intention is (8 = 0.3278, t = 6.0185, p < .05); indicating that increase in workplace vio-
lence leads to turnover intention. The direct effect of workplace violence and turnover intention
is (B =0.2994, t = 5.1378, p < .05). The indirect effect of workplace violence and turnover inten-
tion clearly indicated that job satisfaction negatively mediates the relationship between work-
place violence and turnover intention. The indirect effect 8 = 0.0284, [-0.0068, 0.0681], shows that
workplace violence negatively influences job satisfaction which increases turnover intention.

Table 4.5: Mediation Analysis

Effect se t P
Total Effect of WPV on TI 0.3278  0.0545 6.0185 0
Direct Effect of WPV on TI 0.2994  0.0583 5.1378 0

Effect Boot SE Boot LLCI Boot ULCI
Indirect Effect(s) of WPV onTI  0.0528 0.0223 0.0104 0.0977

(Mediation of Work Engagement)

Table 4(b) provides the direct, indirect and total effects of mediation. The overall effect
of workplace violence on turnover intention (8 = 0.3278, t = 6.0185, p < .05) shows that in-
crease in workplace violence leads to turnover intention. The direct effect of workplace vio-
lence on turnover intention is (8 = 0.2994, t = 5.1378, p < .05). The effect of turnover intention
and workplace violence clarifies that work engagement negatively mediates the relationship be-
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tween workplace violence and turnover intention. The effect § = 0.0528, [0.0104, 0.0977], shows
that workplace violence negatively influences work engagement which increase turnover inten-
tion.

5 Discussion

The current study examines how workplace violence positively influences employees’ turnover
intention, through mediating mechanism job satisfaction and work engagement. The findings
show that workplace violence has a positive relationship with turnover intention. The First hy-
pothesis Workplace violence has a negative relation with job satisfaction has been accepted after
running the regression analysis. If there is violence in the work environment the employees will
be detached with their work, they would be no longer motivated hence job satisfaction will be
lower amongst the employees. Second hypothesis Workplace violence has a negative impact on
work engagement was proved after running the regression analysis. That if there is workplace
violence the employee will feel discomfort which will in turn lower the engagement at work
place. We proposed third hypothesis as Job satisfaction has a negative impact on Turnover in-
tention. This proposed hypothesis has also been accepted. Moreover, the study proposed the
fourth hypothesis as Work engagement has a negative impact on Turnover intention which has
been accepted by the regression analysis. If the employees are not motivated enough or are not
engaged in their work because of the violence faced at work, he/she would most probably have
an intention to leave the organization. Fifth hypothesis Job satisfaction negatively mediates the
relation between Turnover intention and workplace violence has also been accepted through
regression analysis. When there is workplace violence, the employees of the work environment
will feel less motivated and in turn will have intention to leave the organization as they are
no longer valued in the work environment. This relation is further mediated by job satisfaction
when there is workplace violence the employees will have low job satisfaction and the employee
will have strong intentions to leave the work (organization). The sixth hypothesis Work engage-
ment negatively mediates the relationship b/w workplace violence and turnover intention has
also been accepted. Moreover, results show that work engagement negatively affects the rela-
tionship of the two proposed variables.

5.1 Practical Significance

The effects of workplace violence on work engagement, job satisfaction and turnover has
been rarely studied. Therefore, with the help of this study we addressed the gap and provided
reference for organizations/managers, call centers and hospitals to use to formulate policies
relevant to it. The influence of workplace violence and turnover Intention can effectively be
reduced by violence prevention climates. Recent studies about nursing suggested that a posi-
tive and supportive working environment, mutual respect is important for commitment In the
organization (Erdogan and Yildirim, 2017; Perreira et al., 2018).

5.2 Conclusion

This paper reveals insight into the relation among the concept of violence at workplace,
satisfaction of job, turnover intention and work engagement and from a novel study that has
not recently been investigated. The examination uncovered that if there is violence at workplace
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it will reduce work engagement and satisfaction of job, which leads to turnover. We support
replications and expansion of this examination to build the generalizability.
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Abstract. This research comprehensively assessed the relation between framework of human
resource management (HRM) practices and organizational financial performance. The results
based on a sample of banks of Pakistan demonstrate that these practices have a monetarily
and measurably huge effect on financial performance of organization in short and long term.
Information was gathered through a questionnaire survey and tested on random sample of
120 bank employees in Pakistan. The effect of HR practices on financial performance of asso-
ciation is to a limited extent dependent upon their interrelationships. The mediating model
is applied where the perceived organizational support is the mediating factor among the in-
dependent variables HR practices and dependent variable the financial performance of firm.
The investigation demonstrates the relationship on the information gathered by the surveys
using Statistical techniques, i.e. correlation and regression. The study concluded that all tested
variables have a positive relation and impact on financial performance of banks. Towards the
end, the research challenges are presented to mainstream researchers and future patterns are
also enlisted.

Key words: HR practices, Banking Sector, Organizational Financial Performance, Mediating
Model

1 Introduction

The influence of HR methodologies and practices on business performance is a significant
subject in the grounds of HRM, commercial development, monetary decision making (Arm-
strong and Taylor, 2020). This research addresses the issue that how accurate the financial per-
formance mediation model shows classification estimates in anticipating the HR practices of the
banking services sector of Pakistan by analysing model results with statistical tools.

This research focuses on the past HR studies. The degree of investigation explains that de-
pendent variables of the research has an impact on financial performance of banks, and the con-
clusions depend on a sample of local firms obtained through a wide scope of ventures. Besides,
the studies expressly address two methodological concerns confronting survey-based research
with respect to this topic: between HRM Practices and organizational financial performance and
survey response bias.
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The banking industry of Pakistan is amongst the fast growing and developing areas of Pak-
istan. Therefore, it is significant to improve this area by having skilful and learned workers in
this industry. As services are provided by banks to customers through the employees of the
bank, it is significant for banks to retain the perfect individuals and this would be obtained
by providing them what a worker needs apart from rewards and compensation (Huynh et al.,
2020). HRM practices are a significant way to retain employees and furthermore to hold them.
HR practices must be effective and should be considered in the Pakistan Banking sector, as they
provide benefits to employees like, incremental pay scales, rewards and annual materialistic
appreciations, regardless of whether workers in this sector observe that they are genuinely ben-
efited of HR-practices? Different objections have been accounted for in news and magazines
about poor HR-strategy in this sector. Hence, this research provides insight to this issue by
analysing relation among HR-practices and financial performance of organization by applying
statistical analysis.

Inappropriate HRM practices of a large portion of the banking sector are ascribed because of
the absence of skilled HRM authorities. Research has proposed an affirmative link between an
organizations HRM applications and the execution of HR independent variables on employees.
The major section of the HR department of these banks doesnt understand the effect of appropri-
ately dealing with its employees. Moreover, the additional consequences of HRMs performance
in the organization are grouped (Quansah, 2013):

¢ Financial outcomes; benefits, bargains commercial centres, market shares
e Administrative outcomes; profit or loss, viability, sales,

e HR based outcomes; social and direct ramifications for the specialists satisfaction, obliga-
tion, delegate turnover, nonattendance

The financial performance of organization and the risk factors are two key problems that
are challenging for the Banks. It is very risky that how efficiently the banking sector deals with
general employees by keeping an eye on risk factors, which could in fact exploit the financial
health of this sector. The banking sector may not become productive and they may not achieve
proficiency unless the sectors HR section has specialties to deal with their employees.

In all, the following are significant contributions in this study:

e A wide range of existing literature has been discussed about HR practices and financial
performance of organization having perceived organization support as a mediating vari-
able (Quresh et al., 2010).

e A comprehensive empirical statistical analysis is performed on the survey data taken from
the banks. Further, the correlation and regression techniques are applied (Ahmad et al.,
2019).

o A collection of research challenges is discussed and the future directions are highlighted.

2 Literature Review

There is a broad research on the implication of HRM practices concerning the financial re-
lated execution of association. In spite of the fact that the investigation proposes different ex-
planations behind HR failure, yet the most on a very basic level inspected the factor to quantify
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the money related execution of association, is choosing reasonable HR practices on keeping in
view apparent perceived organizational support. The impacts of HR practices are to be assessed
in this research, by estimating the financial performance of Pakistani Banks by mediating factor
of perceived organizational support. For many years, analysts have been committing their time
and respect for creating and watching the relationship among HRM-practices and money related
execution of organization (Al-Bahussin and El-Garaihy, 2013). In perspective on the proof and
results of going before investigates, it is essential that HRM is a huge segment that influences
the legitimate ampleness in improving money related performance of the banks. In previous
researches, the outcomes have demonstrated the certifiable connection among HRM and money
related performance of organization. The review of the available theoretical evidence attempts
to provide more insights into the understanding of this topic by investigating the theoretical
facts on analyzing financial performance with respect to HR practices. The literature that is
applied to this research on impact of HR has developed the following stages which are also
summarized in Table 1.

2.1 HR Practices

The previous studies have dependably proposed that the usage of effective human resource
board practices improves organizations performance. Precisely, determination and enrollment
process, preparing; formal information sharing, disposition assessment, work plan, complaint
methodologies, and work the board bolster projects; and execution assessment, progression,
and propelling power pay structures that see and reward delegate authenticity have all been
commonly associated with esteemed firm-level money related outcomes. These methodologies
and procedures have been named HR Practices (Armstrong and Taylor, 2020), and received
in this examination. Regardless, if this line of research is to be moved, a couple of certified
impediments in the prior observational work must be tended to.

The Ability-Motivation-Opportunity (AMO) hypothesis (Bratton, 2017) gives the reason for
making HR systems that deal with the representatives interests, to explicit their abilities, motiva-
tions, and the idea of their action. HRM practices thus have impact on individual performance
inciting hierarchical performance if they reinforce discretionary undertakings, make aptitudes
and allow performing.

Selecting the correct HR practices as independent factors are the significant development in
the investigation of money related performance of the organization. The HR practices utilized
for examining money related performance is a simple method to control HR instabilities in the
vast majority of the organizations in academic investigations (Voo et al., 2018). The key objective
of these examinations is to reveal the specific HR markers among the associations.

Additionally, the analysis (Kehoe and Wright, 2013) concentrated on the primary issue that
concerns the potential simultaneousness between HR Practices and corporate cash related per-
formance of organization. For instance, if the firms that have best performance in the industry
undoubtedly grasp HR practices, by then simultaneous evaluations of the influence of these
practices on performance of firm could be misrepresented. Then again, it may be that by and
large lower-performing firms go to HR practices as a fix. Given this is valid, by then such
cross-sectional examinations will make light of the certifiable effects of HR practices on financial
performance. This sort of simultaneous relationship is more outlandish by virtue of turnover
and proficiency, in light of the way that these variables would be most likely not going to by and
large sway the assurance of HR practices (Schmidt et al., 1979).
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2.2 HR Practices related to Firms Performance

Literature describes the influence of HR practices on performance of the banks in Ghana
(Abugre and Adebola, 2015). The analysis has been made on the data of some specific years
using statistical tools, providing the results that there is essentially an affirmative connection
among HR practices and organizational performance. They analyzed HR practices and assessed
the impression of employees on HR-practices of banks. This study also builds up the influence
of selected HR-practices on the banks productivity. Keeping in view the existing theoretical
studies, following hypothesis is proposed:

Hypothesis I (a): The recruitment and selection is positively associated to organizational financial
performance at banks.

Although, author proposed that strategic human resource management (SHRM) research
builds up the relation between HR practices and organizational level budgetary and advertise
policies (Kim et al., 2017). The results of the statistical analysis provided the evidence that the
significant job of the workers impression of HR practices had varying effect for some particular
HR-practices and intervening effect on other HR practices on the performance of employees.
The results show that workers impression of selected HR practices had slightly intervened and
mediated the link among HR practices and performance of organization.

Recently in Pakistan (Ahmad et al., 2019; Hunjra et al., 2010; Khan et al., 2018; Quresh et al.,
2010; Tahir et al., 2014) applied model of financial performance measured the organizational
performance to evaluate the HR condition of the banking sector of Pakistan. These studies pro-
vide proof to the acceptability of these HRM models with employee and financial performance
measures as a reliable tool to measure the productivity of the banking sector.

2.3 HR Practices and Financial Performance of Organization

Various researchers have considered the links among distinct HR practices and financial
performance of beginners. For example, study contended that the budgetary profits associated
with interests in active HR practices are commonly substantial (Dyer and Reeves, 1995). Addi-
tionally, the research related to utility analysis of employee (Huselid, 1995) has concluded that
one percent increase in the standard deviation in performance of an employee is equivalent to
forty percent of wage. This result proposed that the HR practices are considerable. Though, a
vast percentage of the experimental work related to this subject has been conducted in research
laboratories (Voo et al., 2018), exhibited field information suggesting that standard deviation
may in reality be well more than 40 percent of pay. Likewise, another study posited an affirma-
tive link between the HR practices and financial performance of a company by considering the
enlisting, choice test (Chien, 2004), and the application of prescribed HR practices for the benefit
of firms financial health. Likewise literature suggests an established relationship between the
HR practice (TD program) and financial performance (Guthrie, 2001).

Nonetheless, given the direct link between firm profit based capacity of slack resources for
interest in such HR practices, it is anything but difficult to envision a company’s monetary ex-
hibition having such an impact (Huselid, 1995). Since overview respondents for the most part
self-select into tests, selectivity or reaction predisposition may likewise influence results. The
most widely recognized type of selectivity predisposition happens when the likelihood of re-
acting to a survey is connected both to an association’s money related performance and the
nearness of HR practices (Russell et al., 1985). Without knowing the heading of these connec-
tions from the earlier, notwithstanding, a researcher can’t decide the impact on the outcome of
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such rehearses on corporations financial act. In spite of a well-created writing dedicated to the
factual correction of choice inclination (Arumugam et al., 2011), such remedy has infrequently
been endeavored in earlier work.

Likewise, the study proposed that financial measures can be categorized as profit or loss,
sales and share of market (Quresh et al., 2010). They comprise of numerous exercises and ap-
proaches planned for completing the people or the HR aspect of an administration position
(Arumugam et al., 2011). This investigation focused on two HR practices, which are compen-
sation and the reward framework, and training and development. These practices are picked
in light of the fact that they are known to have the most effect on firms financial performance.
Keeping in view the existing theoretical studies, following hypothesis is proposed:

Hypothesis II (a): The training and development is positively associated to organizational financial
at banks.

HR practice (Compensation and reward) is required in organizations for budgetary salary
and prosperity of their employees. Also HR practice (Training and Development) can prompt
unrivaled information, aptitudes, capacities, frames of mind, and conduct of workers, in this
way upgrading the great monetary and non-budgetary execution of the organizations. For any
situation, analysts have utilized both budgetary and non-money related measurements to gauge
authoritative execution (Thang et al., 2008). Keeping in view the existing theoretical studies,
following hypothesis is proposed:

Hypothesis 111 (a): The compensation and reward is positively associated to organizational financial
performance at banks.

Besides this fact some researchers have proposed in their studies that the better performance
of employees wholly dependent upon HRM and it does matter. Study opposes that the partic-
ular theory of HRM that is its suspicion that improved financial performance of organization is
dependent upon the better HR practices working in any organization (Arumugam et al., 2011).
Hence, the more productively HR practices can be applicable to employees, the better would be
the financial act of the association. Keeping in view the existing theoretical studies, following
hypothesis is proposed:

Hypothesis VI (a): The performance management is positively associated to organizational financial
performance at banks.

Further the research proposed by (Dajani and Zaki, 2015) describes the connection among
HR practices and the organizations productivity and proposed that the HR practices were alto-
gether recognized as the gross rate of turnover for assets for any organization. This indicates
that if appropriate HR methodologies, procedures and systems are offered to any employee,
then there is a substantial effect on financial performance of organization. Hence, the compe-
tence of HRM approaches depends on its planning procedures by following different business
techniques.

2.4 Perceived Organizational Support (POS) as the Mediating Variable

Perceived organizational support could be improved through execution of HR practices.
The past examinations portrayed the association between states of the workplace, the ability of
POS in various organizations. They examined that the organizations where HR practices are
executed sufficiently; they are more productive than other organizations. Moreover, a study
drove an investigation of the financial sector of Korea and their inspiration of study was to ask
about HR factors, influencing on POS (Kim et al., 2017). Further, the study portrays that POS
and HR practices are interlinked to each other, as shown by HR practices expect a vocation of



130 Ali

the worker to achieve the better regulated and needs POS (Tokmak et al., 2012). According to
the factual investigation, for the most part representatives have trust and desire from the top
management of the organization and along these lines, top specialists will undoubtedly give
authoritative help to better financial performance of the employees and organization. Keeping
in view the existing theoretical studies, following hypotheses are proposed:

Hypothesis I (b): The perceived organizational support mediates the positive effect of recruitment and
selection on financial performance.

Hypothesis II (b): The perceived organizational support mediates the positive effect of training and
development on financial performance.

Hypothesis 111 (b): The perceived organizational support mediates the positive effect of compensation
and reward on financial performance.

Hypothesis VI (b): The perceived organizational support mediates the positive effect of performance
management on financial performance.
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2.5 Research Framework

In this study the exhaustive structure has been developed, as shown in Fig. 1, comprising of
HRM practices Recruitment and Selection (HR), Training and Development (TD), Compensation
and Reward (CR) and Performance Management (PM) as the independent variables. Perceived
organization support (POS) is the mediating variable that acts as mediator concerning HR prac-
tices and the dependent variable financial performance.

H-1
Recruitment and

(a)
Selection \

H-11 {u
Training and (a)
Development \\
H-1I 4\ o
Financial

Compensation and (a)
Performance

Reward 4
H-IV ]
Performance (a)/

Management Ht | H-I | HAE Hey
(b) | (b) | (B) | (b)

Perceived Organizational
Support

Figure 1: Proposed Research Framework of Mediating Model of HR practices- Financial
performance mediating by Perceived Organizational Support, adopted from (Voo, 2018)

3 Materials and Methods

This research provides insight to this issue by analyzing relation among HR-practices and
financial performance of Banking Sector of Pakistan by applying statistical analysis. A question-
naire has been developed based on Likert-scale type questions. The research approach is predic-
tive and the methodology employed is quantitative in nature. This cross-sectional investigation
is dependent on primary data. Primary data on five independent variables, mediating and de-
pendent variable were gathered from officials/administrators and administrators working in
banks in Pakistan through distribution of structured questionnaire. The convenient sampling is
used to get reactions from focused respondents and keeping away from any anomaly impact on
the outcomes. Keeping in view the expense of gathering primary data, sample size comprised
of 120, focused on respondents living in enormous urban communities of Pakistan, i.e. Lahore
and Islamabad by considering 95% confidence level and 5% margin of error. For the steadiness
of this examination, a sorted out questionnaire comprising of 35 questions, which is adjusted
from the exploration paper (Mayes et al., 2017) is made to gather primary data and depended
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on Likert 5 point rating scale. The information is gathered through poll which was intently in-
vestigated. When the reactions were coded and scored suitably the underlying investigation
which included distinct insights of statistic factors was performed utilizing MS Excel /SPSS.

4 Data Analysis and Results

4.1 Descriptive Statistics and Correlation Analysis

To demonstrate the Pearson correlation, statistical technique was applied on the information
to check the relationship among post selected HRM practices (HR, TD, CR and PM), perceived
organizational performance (POS) and financial performance (FP) before doing the hierarchical
regression analysis. The reliability of research instrument is validated using Cronbachs alpha
on a pilot study based on 33 respondents. In this study correlation test was performed on the
variables identified in the research model and its results are accessible from Table 2. In the corre-
lation table, the factors of POS, HR, TC, CR and PM are identified as influential on organizational
financial performance.

Organizational financial performance (FP) had strong positive correlation with POS and
HRM practices (HR, TD, CR and PM). It also had strong correlation with demographic factors
including service years, demographic factors age, education and job description.

Table 4.1: Correlations

Variable 1 2 3 4 5
1. FP

2. Perceived organizational performance .451**

3. Recruitment and Selection 261 .542**

4. Training and Development 253** .350** .606**

5. Compensation and Reward 305%  .552** .686™* .612**

6. Performance Management 323**  532**  .570** .563** .632**

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

4.2 Multiple Regression Test

Multiple Regression Test was used determine the effect on the estimation of dependent vari-
able regarding changes in independent variables. The regression test was used to recognize the
direct or linear relationship among five independent factors, i.e. HR practices (HR, TD, CR and
PM) and mediation factor POS are identified as influential on organizational FP. In this model
(a), 9.3% variability is explained in the financial performance of banks by variables PM, TD, HR,
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CR, with a coefficient value of 0.55, indicating that increasing one unit of variables PM, TD, HR,
CR will increase financial performance by 0.55. Table 3.1.

In this model (b), 18.6% variability is explained in the financial performance of banks by
variables PM, TD, HR, CR, with a coefficient value of 0.37, indicating that increasing one unit
of variables including mediating variable POS, PM, TD, HR, CR will increase financial perfor-
mance by 0.37. Table 3.2.

Table 4.2: Multiple Regression Test for variables (pm, td, hr, cr, pos)

Model R  RSquare Adjusted Standardized Change Statistics
R Square Coeffi-
cients
R F dfl df2 Sig. F
Square Change Change
Change
1 3517 0.123 0.093 0.55 0.123 4.037 4 115 0.004

a. Predictors: (Constant), pm, td, hr, cr

Table 4.3: Multiple Regression Test for variables (pm, td, hr, cr, pos)

Model R  RSquare Adjusted Standardized Change Statistics
R Square Coeffi-
cients
R F dfl df2 Sig. F
Square Change Change
Change
1 469? 220 186 0.37 097 14.126 1 114 .000

b. Predictors: (Constant), pm, td, hr, ct, pos

The R value signifies the variability explained in the financial performance of banks is 0.469
for Model 2, which specifies a high degree of positive strong relationship with mediating factor
of POS. While R value for Model 1 is 0.351, which shows moderate degree of relationship. To
determine the appropriateness of the research model, the value of R Square should be taken
into consideration. R square of research model 1 is .123, it means that 12 percent of observed
behavior of Financial Performance is well-defined by four independent variable of HR practices
(HR, TD, CR and PM) (Table 3).

Moreover, R square of research model 2 is .220; it means that 22 percent of observed behavior
of organizational financial performance is well-defined by four independent variables of HR
practices (HR, TD, CR and PM), and with the mediating independent variable POS.

The Table 4demonstrates that each critical HR practice has indirect impact on organizational
financial performance. The hierarchical multiple regression test is applied and Model 1 is with-
out mediating factor POS. HR, TD, CR and PM predict nonsignificantly the financial perfor-
mance. It means 1 standard deviation change in factors (PM, TD, HR, CR), does not cause
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Table 4.4: Hierarchical Multiple Regression Test

Model Unstandardized Coefficients Standardized Coefficients t Sig.
B Std. Error Beta

1 (Constant)*a  12.796 1.972 6.49 0
hr 0.052 0.201 0.033 0.259 0.796
td 0.054 0.162 0.04 0.333 0.74
cr 0.134 0.135 0.134 0.991 0.324
pm 0.219 0.133 0.197 1.651 0.102

2 (Constant)*b  8.906 2.135 4171 0
hr -0.128 0.196 -0.082 -0.652 0.516
td 0.132 0.155 0.098 0.854 0.395
cr 0.028 0.131 0.027 0.209 0.834
pm 0.093 0.13 0.083 0.712  0.478
pos 0.463 0.123 0.402 3.758 0

*Dependent Variable: fp
a. dependent variable fp, independent variables(hr, td,cr,pm)
b. dependent variable fp, independent variables(hr, td,cr,pm and a mediating factor pos)

increase in financial performance. The standardized beta () has value closer to 1 or -1, the rela-
tionship between variables is stronger.

Where as in Model 2 POS exhibited an immediate impact on financial performance (B = .402,
p .05 as Sig. is .000), exhibiting support for H5. This investigation likewise uncovered that the
supposition of homogeneity of difference for the regression is met and that a communication
between at any rate one of the HR practices and POS may be influencing everything.

The AVONA test is applied using alpha = 0.05, as the significance value for both models is
less than p=0.05, thus the regression test is significant for Model 1 and 2 from Table 5.

The linear relationship between HR recruitment and selection (sigma value of .516), Train-
ing and Development (sigma value of .395), Compensation and Reward (sigma value of .834),
Performance Management (sigma value of.478) and Perceived Organizational Support (sigma
value of .000) with Financial Performance is upheld since determined sigma worth is equivalent
or more prominent than 0.1 for POS.

Hence this study hypothesized that HR practices, an attention on worker advancement (for
example not legitimately ordered or required by agreement), would associate with money re-
lated impression of authoritative help. Our results support previous study (Kim et al., 2017),
where six of these hypotheses: HR, TD, and CR anticipate POS, which is the mediating variable
and has positive correlation with FP; whereas for regression analysis and ANOVA test, POS
shows a statistically significant overall relationship with organizational financial performance,
thus accepting Hypotheses (B) of I, II, Il and IV and results are supported according to previous
study (Kim et al., 2017).
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Table 4.5: ANOVA Test

Model Sum of Squares df Mean Square F Sig.
1 Regression 138.37 4 34.593 4.037 .004b
Residual 985.496 115 8.57
Total 1123.867 119
2 Regression 247.021 5 49.404 6.423 .000c
Residual 876.845 114 7.692
Total 1123.867 119

a. Dependent Variable: fp
b. Predictors: (Constant), pm, td, hr, cr
c. Predictors: (Constant), pm, td, hr, cr, pos

Table 4.6: Hypotheses Test

Factor Beta Value Sig. Result

HR recruitment and selection -0.082 0.516 Not Supported
Training and Development 0.098 0.395 Not Supported
Compensation and Reward 0.027 0.834 Not Supported
Performance Management 0.083 0.478 Not Supported
Perceived Organizational Support 0.402 0 Supported

5 Recommendation and Future Research

Ali

e HR practices are identified with authoritative financial performance as mediated by POS
for representatives in organizations and the Hypotheses (B) of I, II, IIl and IV are accepted.
As recently examined, HR practices and POS job were discovered all the more firmly
connected with organizational financial performance when industry uncertainty is high
(Waldman et al., 2001). On account of banks, the uncertainty of organization is high so all
things considered the POS is certain. The HR practices may be particularly compelling in
advancing POS and accordingly organizational performance.

e The employee POS mediated the relationships of HR-practices with organizational finan-
cial performance and hypotheses (B) of I, II, III and IV had been accepted based on the
correlation and regression having standardized beta. Hypotheses (a) of I, II, Ill and IV are
rejected because dependent variables (HR, TD, CR and PM) are not much affected unless
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the mediating variable POS escalates the financial performance of banks.

e Other organization wide factors other than HR practices like initiative are related with
POS and, thusly, could add organizational performance in future in Pakistan.

e POS might be directed into standard employment exercises instead of into advancement.
This might be totally satisfactory to organizations whose business methodology relies
upon forefront workers’ steadiness as opposed to inventiveness.

e Cultures and Climates may give a typical encounter of the organization as a well spring of
low or high positive valuation and in this way add to POS. Thinking about casual systems
inside organizations, POS has been found to increment with the quantity of connections
workers have that give enthusiastic help or valuable data (Waldman et al., 2001). Such
systems may work by recognizing the association as a solid wellspring of minding and
positive valuation.

e The organizational size is the important factor while studying the mediating factor POS
in concentrating small to medium sized associations. While large firms stock trades fre-
quently comprised of layered bureaucratic constructions that might diminish the effect of
mediating variable POS all through the organization and this would be new quest period
for this theme.

e The government of Pakistan needs to appreciate the need for HRM, to have a strategic
perception and to communicate this need to both the private banking business owners
and government banks as well for better financial performance (Quresh et al., 2010).

5.1 Conclusion

By considering a sample of 120 business banks of Pakistan, the employee POS mediated the
relationships of HR-practices with organizational financial performance because the hypothesis
is accepted based on the correlation and regression having standardized beta. The strong posi-
tive correlations were discovered between independent variables, i.e. HR practices (HR, TD, CR
and PM) and POS and dependent variable, i.e. FP. Further demographic also had strong positive
correlation with employee performance. The research tested five hypotheses using regression
analyses. The regression models had coefficient of R value of 0.469 which was indicative of high
precision and reliability. The standardized beta () has value closer to 1 or -1, the relationship
between variables is stronger. The regression analyses revealed that HR practices (HR, TD, CR
and PM) and POS were important factors in employee performance. The positive connections
of HR-practices with organizational financial performance, as mediated by POS, proposes rea-
sonable ways organizations can upgrade their performance. However, the relationship of POS
at the authoritative level relies upon up-to-date HR-practices which if not managed can affect
financial performance of organization because of the inadequacy of the industry in which the
organization resides.
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