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Abstract
This study aimed to investigate the relationship between human resource management (HRM)
practices, total quality management (TQM) practices and competitive advantages in banking
industry of Pakistan. HRM practices included Recruitment & Selection, Training &
Development, Performance Appraisal, and Compensation & Reward. TQM practices consist
of Leadership, Continuous Improvement, Customer Satisfaction, Employee Empowerment,
and Strategic Planning. And lastly, competitive advantages is represented by Cost Leadership,
and Differentiation. We applied (Obeidat, Yousef, Tawalbeh, & Masa'deh, 2018) model to
banking sector of Pakistan. An Adopted questionnaire was designed and distributed over a
sample of 300 employees. The research hypotheses were tested by using structured equation
modeling. The result shows that Compensation & Reward positively and significantly affect
all TQM practices as well as cost leadership. Similarly, Performance Appraisal also produce a
significant positive impact on Strategic Planning, and Leadership dimensions of TQM,
Hoverer, negatively affect cost leadership. Recruitment & Selection positively affect cost
leadership. Strategic planning an importance factor, significantly affect both competitive
advantage factors. Interestingly, Training & Development have a significant but negative
effect on TQM factors namely Continuous Improvement, Leadership, and Strategic Planning.
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The findings imply that in banking industry, the effect on HRM factors on TQM is not equal,
some are even negative, hence should be used diligently with the prospective of both TQM
and competitive advantages.
Keywords: Human resource management, Total quality management, Competitive
advantages, Banking, Pakistan
1. Introduction
1.1 Background to the Study
(HR) is an indispensable asset for any association, and satisfactory administration of HR can
enable an association to accomplish its objectives and targets (Abdul-Halim, Che-Ha, Geare,
& Ramayah, 2016). A review of the different literature reveals an increasing interest in the
impact of HRM practices on the competitive advantages (Albrecht, Bakker, Gruman, Macey,
& Saks, 2015; Budhwar, Chand, & Katou, 2007). According to (Al-Mansour, 2007) upper
hand and Total Quality Management (TQM) has end up being among the best quality
procedures that have been applied. Since the presentation of TQM in the mid-1980s, it has
contributed massively to the executives practice the world over. Its significance as a
wellspring of upper hand can't be overemphasized by firms. Experimental examinations have
indicated that the manner in which associations actualize TQM can fundamentally influence
the outcomes and business sway, henceforth associations need to take legitimate measure in
executing TQM in their associations.
One of the most valued methods to create sustainable aggressive benefit is through
successfully implementing Total quality management (TQM) practices and Human resource
management (HRM) practices (Usrof & Elmorsey, 2016). The most vital challenge for plenty
companies these days is to stay on the present competitive marketplace via the effect of
privatization, liberalization, globalization, competition (Velmurugan & Akhilesh, 2019). The
market environment can become more complex as groups improve competitiveness and the
fine of their merchandise and procedures. As this takes vicinity, businesses can address the
ones problems by the use of HRM and TQM as new techniques to answer efficiently to the
adjustments in such an environment (Aragon-Sanchez & Nevers Esteban-Lloret, 2010)
Enhancing the competitiveness of an organization is associated with the TQM and HRM
practices. Many researchers have discovered TQM to have an impact on competitiveness
using amazing practices for constantly making enhancements to meet the want of purchaser’s
and consumer and to increase an organization’s competitive advantage. According to
(Jiménez‐Jiménez & Martínez‐Costa, The performance effect of HRM and TQM: a study in
Spanish organizations, 2009), organizations attention on enhancing their aggressive
advantage with the useful resource of the usage of TQM as an technique via which they
might enhance the outstanding of products, human assets, offerings, techniques, and the
environment.
According to modern research, HRM practices have the following objectives; facilitate
employee involvement, offer guide for continual enterprise improvement, and systematically
dispose of waste at the identical time as improving each product and service incredible by
using focusing on persistent improvement (Marín García, Medina López, & Alfalla Luque,
2012). Human resource management practices can significantly have an effect on total quality
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management practices and can also have a massive impact on each employee and patron
pride (Yang, 2006). HRM may be defined as a feature approach to accomplishing aggressive
benefit (Gandhi, 2014). This may be achieved via a business enterprise’s capability to convert
distinctive property collectively with economic capital, equipment, strategies and materials
into output along with services or products ( (Pankaj, 2012). It also can be completed thru the
regulations and practices for coping with people which is probably included with strategic
goals and goals (Tamer & Darwish, 2009).
Banking establishments in Pakistan are located beneath pressure to manipulate competition,
globalization, fluctuation within the market, and developing client demand. Accordingly this
place must focus on normal performance competitive gain and excessive quality customer
support for you to live on in a globally competitive market ( (Al-dalahmeh, Khalaf, &
Obeidat, 2018; Masa’deh, Alrowwad, Alkhalafat, Obeidat, & Abualoush, 2018). The call for
banking services has multiplied rapidly during the last decade due to the changes in way of
life and the dwelling requirements of human beings. In addition, this name for has been
masses brought approximately via the globalization of commercial agency operations thru all
industries alongside the hard paintings, capital and resource flexibility which may be related
to the industries (Todeva & John, 2001; Abualoush, Bataineh,, & Alrowwad, 2018a;
Abualoush, Obeidat, Tarhini, Masa’deh, & Al-Badi, 2018b)
1.2 Problem Statement
Businesses become successful because they possess some advantage relative to their
competitors (Pearce & Robinson, 2007). The world is encountering enormous changes as for
innovation, improvement, hierarchical practices, advertise structures and government
arrangements (Collins & Smith, 2006; Lall & Teubal, 1998; Malik & Kotabe, 2009). All
fields of creation are progressively serious, and organizations face extraordinary challenge
with rival organizations in their industry (Coad & Teruel, 2013). These days, an organization
will fail and keep up its situation in the market in the event that it doesn't execute key
arranging and asset streamlining (Ahlvik, Smale, & Sumelius, 2016)
The market environment can become more complex as companies improve competitiveness
and the quality of their products and processes. As this takes place, companies can tackle
these issues by using HRM and TQM as new approaches to respond effectively to the
changes in such an environment (Aragon-Sanchez & Nevers Esteban-Lloret, 2010).
Enhancing the competitiveness of an organization is related to the total quality management,
and human resource management practices. Many studies have found TQM to have an impact
on competitiveness using quality practices for continually making improvements to meet the
need of customer’s and to increase a company’s competitive advantage. According to
(Jiménez‐Jiménez & Martínez‐Costa, The performance effect of HRM and TQM: A study in
Spanish organization, 2009), organizations focus on improving their competitive advantage
by using TQM as an approach through which they can enhance the quality of products,
human resources, services, processes, and the environment.
1.3 Gap Analysis
(Elrehail et al., 2019) Analyzed impact of human resource management practices on
achieving competitive advantage in Northern Cyprus hotel industry. The findings revealed
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that HR practices had a significant effect on competitive advantage. (Addae-Korankye) Also
found that found out that when properly implemented, TQM will be a source of sustained
competitive advantage. However, finding were based on interviews, hence results can’t be
quantified hence lacks generalization. (Obeidat et al., 2018) Analyzed investigate the
relationship between human resource management (HRM) practices, total quality
management (TQM) practices and competitive advantages in Telecommunication
organizations in Jordan. It was also concluded that there is a relationship between total
quality management practices and competitive advantage.
In context of Pakistan, (Adil, 2015) investigated impact of eight strategic human resource
management practices on the four competitive priorities (i.e., cost, quality, delivery and
flexibility) of the manufacturing performance in Karachi. The results of the structural model
show that all of the eight strategic HRM practices collectively demonstrate a very good
model fit between the theory and the sample drawn however, both performance appraisal and
employment security have been found statistically significant to predict these four priorities
in isolation too. (ul Hassan, Mukhtar, Qureshi, & Sharif, 2012) Also examined the association
between total quality management (TQM) practices and performance, i.e. quality, business,
and organizational performance in manufacturing industry of Pakistan. This study supports
the hypothesis that TQM practices positively impact the performance.
Most of the above-mentioned studies are country specific, mostly done in developed region.
Moreover, they haven’t covered financial sector. Moreover, studies conducted on Pakistan,
only included limited variables. Especially TQM dimensions like Leadership, Continuous
Improvement, Customer Satisfaction, Employee Empowerment, and Strategic Planning, were
not discussed. Above all, the banking sector, which is arguably the largest service sectors in
Pakistan and a leading provider of jobs was not focused.
1.4 Research Objectives
This study aimed to investigate the relationship between human resource management (HRM)
practices, total quality management (TQM) practices and competitive advantages in banking
industry of Pakistan. HRM practices included Recruitment & Selection, Training &
Development, Performance Appraisal, and Compensation & Reward. TQM practices consist
of Leadership, Continuous Improvement, Customer Satisfaction, Employee Empowerment,
and Strategic Planning. And lastly, competitive advantages is represented by Cost Leadership,
and Differentiation. We applied (Obeidat, Yousef, Tawalbeh, & Masa'deh, 2018) model to
banking sector of Pakistan.
1.5 Research Question
1). How human resource management practices effect competitive advantage in banking
sector of Pakistan?
2). What is the impact of total quality management practices on competitive advantage in
banking sector of Pakistan?
3). Do human resource management practices and total quality management effect
competitive advantage in banking sector of Pakistan?
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1.6 Significance
This study will add to existing knowledge on competitive advantage enjoyed by Commercial
Banks in a developing country like Pakistan and the Human resource and total quality
management practices that influence the competitive advantages. Scholars, academicians and
researchers can use the study as a reference point in evaluating these factors influence on
competitive advantage of Commercial Banks in Pakistan or when looking at competitive
advantage in general.
This study seeks to contribute further to this wealth of knowledge and find out other business
practices that can be adopted to gain competitive advantage. Commercial banks and other
organizations shall be able to borrow from these other factors while formulating their
strategies. There are many routes to competitive advantage. The route a firm adopts would be
based on its position within the industry. While formulating its policy, it is important for the
firm to understand where it is so as to adopt the best strategy in a bid to achieve its
competitive advantage. From this study, the commercial banks will be able to identify human
resource and total quality management effect on competitive advantages that there are and
given their resources and position within the environment they can be able to have the best
mix of strategies to give them an edge over their competitors.
2. Theoretical Framework
2.1 Human Resource Practices
(Li & Wu, 2008) Examined how framework excellence can be improved through the
administration framework and HRM practices. Since most assistance businesses include
collaboration among work force and clients in offering types of assistance, the improvement
of HRM practices through preparing and the upkeep of staff work frame of mind and
administration capacity is all the more exceptionally respected. Their examination uncovers
that TQM in the administration business focuses on a sound plan at the framework level, and
TQM is at its best when coordinated with structures in HR practices. This outcomes in better
employment frame of mind and upgrades in administration capacity, which thus mean
phenomenal assistance quality, progressively fulfilled clients, and an improved association
execution.
(Abu‐Doleh, 2012) Inspected a few key highlights in particular training and development,
worker profession improvement, and recruiting & selection which seem to have the best
impact on the usage of TQM practices. As indicated by this exploration, HRM practices and
TQM practices significantly affect organizational quality execution. (Cantarello, Filippini, &
Nosella, 2012) Conducted an experiential study to investigate the relationship between
skill-developing HRM practices and quality performance. They find that the expertise
creating HRM practices planned for improving the communications among all representatives
and creating perform various tasks information could improve workers' capacity to build up
an increasingly complete and multifaceted thought of the item by mulling over various needs.
(Hataani & Mahrani, 2013) Showed how TQM significantly enhances the HRM practices. In
testing the hypothesis their outcome shows that TQM practices have positive and critical
effect on HRM practices. This clarification for this is usage of TQM (at the stature as per the
possibilities of businesses) bolsters a decent administration, a minimal group, worker
5
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commitment and the opening of data frameworks. In addition, (Dubey, Singh, & Ali, 2015)
found that HR mediates completely through leadership and quality culture practices for
successful TQM implementation that enhances firm performance. (Huselid, 1995) Has
distinguished the connection between HRM practices and turnover, efficiency and money
related execution (Delaney & Huselid, 1996) Contended HRM practices, especially
determination and preparing, are related with apparent firm execution in benefit and
not-for-profit associations. Similar results are reported by (Gooderham, Ringdal, & Parry,
2006, September) who found a positive impact of HRM practices on firm performance.
In a study in Greece (Katou & Budhwar, 2006) found that HRM practices of staffing,
preparing and advancement, inclusion of representatives, motivators, and security and
wellbeing have positive association with firms' exhibition. In an investigation in Taiwanese
high innovation firms (Pao-Long & Wei-Ling, 2002) set up that HRM practices of workforce
arranging, preparing and improvement, advantages, cooperation, and execution examination
essentially influenced efficiency. In another examination (Singh, 2003) found that vital
utilization of HRM practices emphatically influence execution of associations in India. In
Korea (Bae & Lawler, 2000) concluded that HRM practices significantly affect
organizational performance (Lee & Lee, 2007, November) set up that workforce arranging,
cooperation, preparing and advancement, pay and motivating forces, execution examination,
and representatives' security are significant HRM measurements that influence profitability,
item quality, and business execution. It is contended that HRM practices upgrade
representatives' competency and inspiration that influence hierarchical execution (Harel &
Tzafrir, 1996) contended that HRM practices based on quality hiring, development, and
retention boosts firms’ capability. Researchers (Chiu, Luk, & Tang, 2002; Terpstra & Rozell,
1993) have established that HRM practices of extensive recruitment and selection, training
and development, and compensation systems have positive association with firms’
performance.
(Rondeau & Wagar, 2001) Examined the co-relation between HRM practices, workplace
climate & perceptions of organizational performance, in a large sample of Canadian nursing
homes. The investigation found that nursing homes, which had actualized increasingly
'dynamic' HRM practices, had a general inclination to perform better on various esteemed
authoritative results (Budhwar, Chand, & Katou, 2007), conducted a study to investigate if
some characteristics of hotels affect organizational performance in the hotel industry in India
& to examine if some HRM systems affect organizational performance. Their investigation
uncovered that lodging execution is emphatically connected with inn classification, kind of
inn and inn execution is legitimately identified with HRM frameworks of enlistment and
choice, labor arranging, work configuration, preparing and advancement, quality circle and
pay framework (Joseph & Dai, 2009), in their studies found that there is a direct relation
between HRM practices & organizational performance that alignment of HRM is also a
driver for organization’s performance.
The analysis carried out by (Nayyab, Hamid, Naseer, & Iqbal, 2011)), revealed HRM
practices contribute to the enhanced banks performance. Additionally, the outcome showed
that HRM practices like preparing, representative interest in basic leadership were directly
corresponding to in general execution of the bank. Further (Osman, Ho, & Galang, 2011),
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reported in his studies that the effectiveness of implementing HRM practices in an
organization has a significant impact towards its performance. The discoveries likewise show
that HRM practices legitimately influence practically half of an organization's exhibition.
(Huselid, 1995)
2.1.1 Recruitment & Selection
Recruitment and selection process typically include making work promotion dependent on
the activity examination and the expected set of responsibilities of an empty position;
thereafter, the position is, publicized generally to draw in an enormous number of candidates,
and afterward the best up-and-comer is distinguished utilizing approved tests and meetings
(Adetunji, 2015). Sources of recruitment may be categorized into two categories - internal
and external (Aswathappa, 2008). The internal sources of recruitment include present
representatives and worker referrals; outer wellsprings of enlistment are proficient affiliations,
Newspaper promotions, spontaneous candidates, the executives counseling firms, and the
web (Absar, Recruitment & selection practices in manufacturing firms in Bangladesh, 2012).
Some selection processes may comprise of testing methodology while others procedures may
underscore meetings and reference checks (Tabassum, 2011). Thus, the selection process
contrasts from one association to other, however the procedures are on the whole commonly
comparable, which comprise of the accompanying: rounding out application structures,
introductory tests, essential meetings, business tests, composed assessments, exhaustive
meetings, reference checks, lastly an employment bid (Absar, Recruitment & selection
practices in manufacturing firms in Bangladesh, 2012)
2.1.2 Training & Development
Training is viewed as the most significant factor in the business division because of the way
that preparation gives various advantages. Training creates skills, for example, specialized,
human, theoretical and administrative for the encouragement of individual and association
development (Kulkarni, 2013). According to (Dessler, 2017) there are five steps in training
and development process. The initial step includes a testing system to recognize the particular
employment execution aptitudes required; this progression assesses the learners' abilities. The
subsequent advance is instructional structure, which alludes to how the preparation program
content is resolved, chosen, and planned. There might be a third approval step, in which the
imperfections are recognized and expelled from the preparation program by introducing it to
a little agent open. The fourth step is to execute the program, via preparing the focused on
representative gathering. Ultimately, the last fifth step is an assessment, wherein the
administration evaluates the program's triumphs or disappointments.
2.1.3 Performance Appraisal
(Phin, 2015) Defined performance appraisal as a procedure of assessing the exhibition of
representatives in the work environment. It contains both quantitative and subjective parts of
representative occupation execution. It is a procedure to convey to a representative and plan
to create for development. Moreover, execution examination is additionally seen as the
procedure that influence the status of worker, for example, maintenance, end, advancement,
move, pay increment or reduction, or induction into a preparation program (Neeraj, 2014).
According to (Singh, 2014), performance appraisal is a systematic method for periodically
7
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evaluating job performance based on the criteria pre-established and organizational goals.
2.1.4 Compensation & Reward
(Mondy, 2010) Stated compensation as a combination of employees’ benefits and services
provided to employee in return for their service, which positively affects the retaining and
motivating employees. Through Werner represented compensation as “packages entail some
basic features that tend to make employees satisfy on their job amongst which includes
salaries, bonuses, incentives, allowances, promotion, recognition”. In addition, (Gopinath &
Shibu, 2016) viewed compensation as a payment got by the employee for its commitment to
the association, which is an essential piece of the HR the executives Gateway through the
financial and non-fiscal advantages which help in propelling workers and improving the
viability of the association. Remuneration has a few advantages, for example, the capacity to
accomplish worker fulfillment and representative maintenance and increment execution in the
organization (Osibanjo, Adeniji, & Heirsmac, 2014).
2.2 Total Quality Management Practices
(Mwaniki & Okibo, 2014) Focused on deciding the Effects of complete quality
administration on money related execution in the financial part: The discoveries of the
examination demonstrated a positive connection between top administration inclusion,
procedure and provider relationship and monetary execution.
In their investigation (ul Hassan, Mukhtar, Qureshi, & Sharif, 2012) analyzed the relationship
between quality administration practices and execution, for example quality, business, and
hierarchical execution. The quantitative information were acquired through a review from
171 quality directors of Pakistan's assembling industry. This investigation underpins the
theory that quality administration frameworks practices decidedly sway the presentation.
Quality administration frameworks devices and procedures (Incentive and Recognition
System, Process, Monitoring and Control and Continuous Improvement) and Behavioral
elements (Fact based-administration, top administration's duty to quality, worker inclusion
and client center) add to the fruitful usage of value the board frameworks. The investigation
reports that fruitful reception and usage of value the executives frameworks practices brings
about improving the presentation of association. The fundamental ramifications of the
discoveries for administrators is that with quality administration frameworks works on,
fabricating associations are bound to accomplish better execution in consumer loyalty, worker
relations, quality and business execution than without quality administration frameworks
rehearses.
As per (Irfan, Ijaz, Kee, & Awan, 2012) in the examination on Improving Operational
Performance of Public Hospital in Pakistan utilized a poll with fourteen Quality
administration frameworks practices to gauge the effect of Quality administration
frameworks rehearses on operational execution of open medical clinic in Pakistan. Auxiliary
Equation Modeling (SEM) approach with AMOS 16.0 was utilized to build up a Quality
administration frameworks and execution model. An aggregate of 239 polls was remembered
for the examination and the outcomes show that chose Quality administration frameworks
practices has a critical positive effect on quality administration frameworks usage and
furthermore on operational execution as far as expanded adaptability, improved nature of
8
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administrations, decrease in administration time and successful diagnostics. In analyzing
whether quality administration work in the open segment
(Adeoti, 2003) Examined the increases of use of all out quality administration in the
administration business with specific reference to the business banks in Nigeria and
furthermore to perceive how the utilization of TQM can forestall future dangers of misery in
business banks. Three banks were chosen haphazardly, one to speak to every one of the three
age banks. The consequences of the examination demonstrated that the quality and amount of
representatives utilized decide to an enormous degree the endurance of any bank, additionally
that the use of TQM isn't insusceptibility against trouble however a preventive system for
trouble.
2.2.1 Continuous Improvement
(Caroly, Coutarel, Landry, & Mary-Cheray, 2010), defined continuous improvement as a
procedure that means to control generation costs and improve quality through advance data,
physical streams, and items (Chen, Li, & Shady, 2010), he described continuous
improvements as the “continuous identification and elimination of waste”. Another
explanation for continuous improvement is provided by (Shafeek, 2014), Shafeek call it is an
ongoing effort to improve maintenance aimed at maintenance process simplification and
reduction or elimination of maintenance process waste. Since the core of strategic planning in
any organization is to improve the profitability esteem, improving serious picture of the
association, improving generally speaking adequacy, diminishing cost, lessening
administrator botches, wiping out waste, and keeping up wellbeing and security models,
ceaseless improvement assumes a significant job in since quite a while ago run (Singh &
Singh, 2014).
2.2.2 Customer Satisfaction
Consumer loyalty is one of the basic achievement factors in the present serious business
condition as it impacts organizations' piece of the overall industry and client maintenance
(Ooi, Lin, Tan, & Chong, 2011). Clients are frequently viewed as the most significant
resource of any association; subsequently, the accomplishment of an association relies upon
its number of clients (Iakov, 2013). Customer delight was related to people who paid for a
products or services and used the products and services (Ling, Yeo, & Lim, 2016). It is
alluding to how an item fulfills clients or how it satisfies their needs and desires (Bitner &
Zeithaml, 2003). (Qi, Zhou, Chen, & Qu, 2012) Defined customer satisfaction as correlation
among desires and the apparent presentation after a particular buy. Consequently, consumer
loyalty is accepted a positive determinant of how solid is the connection between the client
and the item supplier (Saleh, 2015).
2.2.3 Employee Empowerment
Employee empowerment as a strategy that enhance organizational performance; it
additionally assists with building up an adaptable association that can be equipped for
adjusting to a changing outside condition (Ferit, 2015). When employees experience
empowerment and see the impact of their jobs are having on the organization, they identify
more with the goals of the organization and as a result are more committed to it (Elloy, 2012).
Similarly it has been seen that employee empowerment is imperative to hierarchical ingenuity
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and viability; with the ideal people, work attributes and authoritative condition, worker
strengthening can noticeably affect inspiration and execution (Kimolo, 2019). Thus,
employee empowerments can also improve productivity, performance and job satisfaction
(Greasley et al., 2005).
2.2.4 Strategic Planning
In the present, strategic planning for all businesses has gotten completely essential, as there
gives off an impression of being remarkable marvel where each part is being faced with
significant increments in both vulnerability and rivalry (Vel, Creed, & Narayan, 2012). A
wide range of benefit or non-benefit associations are believed to be engaged in a strategic
planning process (Hough, Thompson, Strickland, & Gamble, 2011). Strategic planning deals
with making long-term decision that help organization to respond to changing environments
(Volberda, 2010; Suklev & Debarliev, 2015) Described strategic planning as activities that are
geared towards obtaining success and remaining competitive in any sector. An appropriate
strategic plan helps organization to change their plans according to market needs; it focuses
on the organizational planning process (Brah & Lim, 2006).
2.2.5 Leadership
The topic of leadership has been examined extensively by various scholars, such as (Sharma
& Jain, 2019) who defined leadership as “a procedure by which a person influences other to
accomplish an objective and directs the organization in a way that makes it more cohesive
and coherent”. Similarly, (Northouse, 2010) viewed leadership as a process by which a
person influences other to achieve common goal. (Sălăgean, 2014)1also provided a definition
for leadership in which he considers the most significant asset that holds without which every
other asset, and it figures out how to adapt to changes. (Helmrich, 2015) Also described
leaders as people who know how to realize objectives and encourage people along the way.
2.3 Competitive Advantage
Some of the factors that influence competitive advantage are discussed below.
Superior resources are the tangible requirements for advantage that enable a firm to exercise
its skills. Superior resources include the number of sales people in a market, the expenditure
on advertising and sales promotion, distribution coverage, expenditure on R&D. scale of and
type of production facilities, financial resources, brand equity and knowledge (David Jobber,
2007). Employees are a key resource to any organization. Low turnover rate is likely to
increase the sustainable competitive advantage of an organization. According to (Torrington,
Hall, & Taylor, 2005), training opportunities enhance commitment to an employer on the part
of individual employees, making them less likely to leave voluntarily than they would if no
training were offered.
The second step in resource and capability analysis is designed to ascertain which of a
company’s resources and capabilities are competitively valuable and to what extent they can
support a company’s quest for a sustainable competitive advantage over market rivals. This
involves probing the caliber of a firm’s competitive assets relative to those of its competitors.
When a company has competitive assets that are central to its strategy and superior to those
of rival firms, it has a competitive advantage over other firms. If this advantage proves
durable despite the best efforts of competitors to overcome it, then the company is said to
10
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have sustainable competitive advantage.
2.3.1 Cost Leadership
The cost leadership strategy, a procedure that are taken to create products or administrations
with features that are qualified to customers to the detriment, for the most part lower than that
of contenders (Ireland, Hokisson, & Hitt, 2011). This technique depends on a company's
capacity to give an item or administration at a lower cost than its adversaries (Abd Aziz &
Samad, 2016). Hence, firms that seek after a cost initiative methodology should consistently
benchmark themselves against other opponent firms so as to gauge their relative expense and
benefit position in the commercial center (Wen-Cheng, Chien-Hung, & Ying-Chien, 2011).
Organizations can follow cost leadership strategy, at the point when the market is made out of
many value touchy purchasers, likewise when the clients don't give a lot of significance for
brand, value affectability and purchasers have huge bartering power (Abdullah, Mohamed,
Othman, & Uli, 2009).
The link between technological change and competitive advantage suggests a number of tests
for a desirable direction of technological change. Technological change by a firm will lead to
sustainable competitive advantage under the following circumstances: the technological
change itself lowers cost or enhances differentiation and the firm's technological lead is
sustainable. A technological change enhances competitive advantage if it leads to lower cost
or differentiation and can be protected from limitation. Technological lead is sustainable if
technological change shifts cost or uniqueness drivers in favor of a firm. Changing the
technology of a value activity, or changing the product in ways that affect the value activity,
can influence the drivers to cost or uniqueness in that activity. Even if the technological
change is imitated, therefore it will lead to a competitive advantage for a firm if it skews
drivers in the firm’s favor (Porter, 1998). Product differentiation refers to the uniqueness of
the product that customer’s value. Its two underlying sources are brand identification and
customer loyalty (Peng, 2009).
2.3.2 Differentiation
Differentiation Advantage incorporates making items or administrations that are not quite the
same as - and more alluring than those of different contenders. This relies upon the specific
idea of both the business and the items and administrations themselves (Rahman, 2011). This
point is note by (Othman, 2016), who expresses that separation systems depend on offering
purchasers something one of a kind or diverse that makes the company's item or
administration unmistakable from that of contenders. Clients are likely prepared to address a
top-notch cost for an item that is particular in a significant manner, for example, having a
superior help, an unrivaled quality or extraordinary intrigue. Differentiation usually arises
from one or more activities in the value chain that create a unique value important to buyers
(Pearce & Robinson, 2007). It requires that the business have sustainable advantages that
allow it to provide buyers with something uniquely valuable to them. A successful
differentiation strategy allows the business to provide a product or service of perceived
higher value to buyers at a “differentiation cost" below the “value premium” to the buyers. In
other words, the buyer feels the additional cost to buy the product or service is well below
what the product or service is worth compared with other available alternatives (Keegan &
Green, 2008).
11
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2.3.3 Human Resource Management Practices and Competitive Advantage
HRM practices factors and functions performance appraisal, compensation, selection
practices, employment security, job descriptions, career opportunities, and training and
development practices can be grouped as a way to impart to the representatives in regards to
the particular aptitudes and practices important to make and support an upper hand (Adil,
2015). On the off chance that very much oversaw, HR can possibly be a wellspring of
practical upper hand and affect principal goals, for example, quality, benefits and consumer
loyalty (Absar et al., 2012). In addition, if HRM practices are used for improving
competencies that are company specific and for creatinine of organizational knowledge, there
is a possibility that competitive advantage can be sustained (Lazim, Azizanm, & Sorooshianm,
2015). According to (Mark, 2011), HRM practices of an association can be a significant
wellspring of upper hand through cost administration and item separation. The upper hand
acknowledged through HRM practices can be more reasonable than that accomplished by
different methods.
H0.1: There is no statistically significant effect of HRM practices on competitive advantage.
Sub Hypothesis:
H0.1.1: There is no statistically significant effect of recruitment and selection on Cost
Leadership
H0.1.2: There is no statistically significant effect of performance appraisals on Cost
Leadership
H0.1.3: There is no statistically significant effect of training, development on Cost
Leadership
H0.1.4: There is no statistically significant effect of compensation, reward on Cost
Leadership
H0.1.5: There is no statistically significant effect of recruitment and selection on
Differentiation
H0.1.6: There is no statistically significant effect of performance appraisals on Differentiation
H0.1.7: There is no statistically significant effect of training, development on Differentiation
H0.1.8: There is no statistically significant effect of compensation, reward on Differentiation
2.3.4 Total Quality Management Practices and Competitive Advantage
According to (Herzallah, Gutiérrez-gutiérrez, & Rosas, 2014), TQM could achieve
competitive advantage because it apparently brings about an improved monetary exhibition,
more noteworthy consumer loyalty, a quicker reaction to serious condition and improved item
quality. As referenced, TQM parts move towards improved a company's improved
presentation, for example, more prominent degrees of consumer loyalty, process
improvement, and business execution. This thusly creates upper hand for firms (Jung, 2009).
In addition, TQM practices enhanced competitive advantage. The objective of value the
board is to diminish costs and improve consumer loyalty. These thoughts fit with the
market-based vision of upper hand emerging from a better cost structure or being capable
than separate items such that upgrades an incentive for clients; likewise, the decreased
modify and investment funds that rise up out of improving item quality can help bring down a
12
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company's cost structure, and delivering items that better fulfill the necessities of clients
makes, the plausibility for differentiation (Friend, 2015). Hence, based on above discussion,
following hypothesis are proposed.
H0.2: There is no statistically significant effect of TQM practices on competitive advantage.
Sub Hypothesis:
H0.2.1: There is no statistically significant effect of leadership on Cost Leadership
H0.2.2: There is no statistically significant effect of continuous improvement on Cost
Leadership
H0.2.3: There is no statistically significant effect of customer satisfaction on Cost Leadership
H0.2.4: There is no statistically significant effect of employee empowerment on Cost
Leadership
H0.2.5: There is no statistically significant effect of strategic Planning on Cost Leadership
H0.2.6: There is no statistically significant effect of leadership on Differentiation
H0.2.7: There is no statistically significant effect of continuous improvement on
Differentiation
H0.2.8: There is no statistically significant effect of customer satisfaction on Differentiation
H0.2.9: There is no statistically significant effect of employee empowerment on
Differentiation
H0.2.10: There is no statistically significant effect of strategic Planning on Differentiation
2.3.5 Total Quality Management Practices and Human Resource Management Practices
In actualizing all out quality administration forms in an association, the human resource
department assumes a significant job in a few territories. Such regions are creating and
conveying the TQM vision, setting up the authoritative subtleties for the usage of TQM
strategies, and offering important help to keep up the eagerness about TQM (Izvercian, Radu,
Ivascu, & Ardelean, 2014). (Kumar, 2012) Stated that TQM impacts the strategy process at
all levels. In terms of HRM, TQM has an impact on an organization’s culture as well as its
work organization, staffing and planning, performance appraisal and compensation, and
training and development policies and practices. Consequently following hypothesis are
developed.
H0.3: There is no statistically significant effect of HRM practices on TQM practices.
Sub Hypothesis:
H0.3.1: There is no statistically significant effect of recruitment and selection on Leadership.
H0.3.2: There is no statistically significant effect of performance appraisals on Leadership
H0.3.3: There is no statistically significant effect of training and development on Leadership.
H0.3.4: There is no statistically significant effect of compensation and reward on Leadership
H0.3.5: There is no statistically significant effect of R&S on Continuous Improvement
H0.3.6: There is no statistically significant effect of performance appraisals on Continuous
Improvement
H0.3.7: There is no statistically significant effect of T&D on Continuous Improvement

13

http://hrr.macrothink.org

Human Resource Research
ISSN 1948-5441
2020, Vol. 4, No. 1

H0.3.8: There is no statistically significant effect of comp. and reward on Continuous
Improvement
H0.3.9: There is no statistically significant effect of R&S on Customer Satisfaction
H0.3.10: There is no statistically significant effect of performance appraisals on Customer
Satisfaction
H0.3.11: There is no statistically significant effect of T&D on Customer Satisfaction
H0.3.12: There is no statistically significant effect of comp. and reward on Customer
Satisfaction
H0.3.13: There is no statistically significant effect of R&S on Employee Empowerment
H0.3.14: There is no statistically significant effect of performance appraisals on Employee
Empowerment
H0.3.15: There is no statistically significant effect of T&D on Employee Empowerment
H0.3.16: There is no statistically significant effect of comp. and reward on Employee
Empowerment
H0.3.17: There is no statistically significant effect of R&S on Strategic Planning
H0.3.18: There is no statistically significant effect of performance appraisals on Strategic
Planning
H0.3.19: There is no statistically significant effect of training and development on Strategic
Planning
H0.3.20: There is no statistically significant effect of compensation and reward on Strategic
Planning

Figure 1. The proposed research framework
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3. Research Method
The target population for this survey was banking sector staff in Pakistan, who are working at
different level. Participation was on a voluntary basis and no financial incentive was offered.
This study employed a convenience sampling method as it allows the researchers to select the
sample subjects from the targeted population based on who are willing and easily accessible
to be recruited in the research. It is also the least expensive, least time-consuming among all
other techniques. A total of 300 self-administered questionnaires were distributed to the
employees in different banks, the number of returned questionnaires were 204 indicating a
68% response rate.
The questionnaire questions are adopted from an established instrument previously used in
other researches for measuring each HRM practices, TQM practices and competitive
advantage. The questionnaire consists of 66 questions. More specifically, the questions
measure the HRM practices, TQM practices and Competitive Advantages were adopted from
the study of (Obeidat, Yousef, Tawalbeh, & Masa'deh, The Relationship between Human
Resource Management (HRM) Practices, Total Quality Management (TQM) Practices and
Competitive Advantages, 2018). Moreover, HRM practices is measured using (recruitment
and selection, performance appraisals, training & development and compensation & reward),
TQM practices is measured using (leadership, continuous improvement, customer satisfaction,
employee empowerment, and strategic planning) and Competitive Advantage is measured
using (cost leadership and differentiation advantage). All the items under each variable
construct were gauge using 5-point Likert scale ranging from 1- strongly disagrees to
5-strongly agree.
A PLS Smart methodology was employed to test the hypotheses and descriptive statistics was
used to explore data characteristics. PLS Smart allows for the test, in the same analysis, of
factor analysis and hypotheses. Thus, PLS Smart techniques also provide fuller information
about the extent to which the research model is supported by the data beyond regression
techniques. The result is a more rigorous analysis of the proposed research model and, very
often, a better methodological assessment tool.
3.1 Demographic Analysis
Table 1. Respondent’s profile
VARIABLE
GENDER

AGE

CATEGORY
MALE
FEMALE
20-24 YEARS
25-29 YEARS
30-34 YEARS
35-39 YEARS
40-44 YEARS
45-49 YEARS
50-54 YEARS
44-59 YEARS
15

FREQUENCY
150
54
50
73
33
25
13
4
4
2

PERCENTAGE
73.52%
26.48%
24.51%
35.78%
16.18%
12.25%
6.37%
1.96%
1.96%
0.98%
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EDUCATIONAL
QUALIFICATION

TOTAL LENGTH
SERVICE

ABOVE 60 YEARS
INTERMEDIATE
GRADUATION
POST-GRADUATION
M.PHIL/PHD.
OTHER
0-6 MONTHS
7-11 MONTHS
1-2 YEARS
OF 3-5 YEARS
6-10 YEARS
11-15 YEARS
MORE
THAN
15
YEARS

NIL
5
103
73
16
7
33
14
25
75
34
14

NIL
2.45%
50.49%
35.78%
7.84%
3.43%
16.18%
6.86%
12.25%
36.76%
16.67%
6.86%

9

4.41%

In regard to the gender, the majority of the samples were males (73.52%) and females
represent (26.48%) of the sample. The respondents were mostly aged between 20 to 30 years,
which were (60.29%) of the total respondents. For the qualification the majority (50.49%) of
employee has a bachelor degree, with small percentage for Ph.D. level represent (7.84%) and
master degree represent (35.78%).The experience of employee as shown in Table (1),
(36.76%) have an experience up to 5 years while (13.53%) have an experience of 6 to 10
years and finally (11.27%) have an experience of above ten years.
The result shows that the majority of respondents were young and majority of them hold a
bachelor and master degree. This may suggest that these groups highly known importance of
HRM practices and TQM practices in improving work purpose. From the result, it can also be
seen that number of male are more than female which may imply that men have more time to
apply HRM practices and TQM practices. Finally, according to the findings people with less
than 5 years of experience gives effective competitive advantage to organization other than
senior employees.
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3.2 Descriptive Statistics
Table 2. Descriptive statistics

Mean

Standard
deviation

Confirmatory
Analysis
OUTER
T
LOADING Stats

3.43

1.19

0.835

31.16

0.000

3.5

1.05

0.843

33.38

0.000

3.5

1.02

0.828

34.12

0.000

3.5

0.93

0.807

26.54

0.000

3.55

1.05

0.813

26.02

0.000

3.42

1.08

0.785

23.29

0.000

3.42

1.12

0.771

22.65

0.000

3.38

1.02

0.800

25.82

0.000

3.36

1.15

0.785

24.66

0.000

3.55

1.16

0.752

18.75

0.000

3.24

1.02

0.707

15.69

0.000

3.34

1.13

0.755

19.45

0.000

Descriptive Stats
VARIABLES

Questions

RECRUITMENT & SELECTION

2

3

4

5

6
1

PERFORMANCE APPRAISAL

HUMAN RESOURCE MANAGEMENT PRACTICES

1

2

3

4

5

6

The Company follows administrative
policies in the selection and recruitment
process.
The company is interested in the
selection and appointment applicant's
ability to work within team operations.
Stimulate the selection and recruitment
policies working to develop their
administrative skills.
The company is interested to gather
information about applicants to fill
vacancies for the purpose of use in the
differentiation and appointment.
The company appoints the personnel
that possess the skills and experience
sufficient to fill management positions.
Strengthen the selection processes and
recruitment of free and fair competition
among candidates.
The company has available system for
evaluating the performance of staff.
The company attaches importance to the
application of performance evaluation
and follow-up system.
The employee receives feedback from
the
direct
manager
about
his
performance.
Performance evaluation helps to clarify
the strengths and weaknesses of the
employee's performance.
The company revision the criteria for
performance
evaluation
system
periodically.
The company provides effective training
programs to enhance the skills of the
staff based on the results of performance
17
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evaluation.

7

TRAINING & DEVELOPMENT

1

2

3

4

5

6

COMPENSATION & REWARD

1

2

3

4

5

Evaluation system applied in the
company provides an opportunity for
communication between the employee
and the manager.
The company provision of appropriate
training for staff as required by the
nature of the work of all of them.
The company through regular plan and a
variety of tools identify of training
needs.
Characterized by the training programs
offered to employees in the company's
realistic and relevant document needs.
The company relies regular training
programs for the development of the
performance of the new workers in the
skills necessary for them.
In your Organization, learning is
planned and purposeful rather than
accidental.
Training
programs
provide
the
opportunity to exchange information,
knowledge and experiences among
participants.
The company revision of the
compensation and reward system based
on
the
company's
competitive
environment.
Senior management of the company
stimulate the staff through the
application of compensation and reward
system.
Compensation and reward processes for
employees based on the principles and
criteria evaluation.
Appropriate compensation and reward
offered by the company with the staff's
expectations.
Compensation and reward system
contribute to the company encouraged
employees to achieve the company
encouraged employees to achieve the
18

3.50

1.06

0.690

14.81

0.000

3.37

1.16

0.798

24.16

0.000

3.38

1.01

0.818

37.03

0.000

3.43

1.10

0.799

27.83

0.000

3.52

1.10

0.789

23.63

0.000

3.49

1.10

0.710

14.45

0.000

3.72

1.08

0.772

22.35

0.000

3.50

1.06

0.806

25.40

0.000

3.56

0.98

0.745

17.39

0.000

3.38

1.18

0.811

33.20

0.000

1.08

0.762

24.42

0.000

1.14

0.751

18.32

0.000

3.41

3.48
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company's goals.
1

3
4

5

6

1

CONTINUOUS IMPROVEMENT

2

3

4

5

6
7

C.S

TOTAL QUALITY MANAGEMENT PRACTICES

LEADERSHIP

2

1

Management believes that quality is the
way and philosophy in the conduct of its
business.
Leadership is working to spread the
culture of quality in all departments and
administrative levels.
The company is working hard to be the
company's outstanding services.
The company has clear plan about the
quality of certain specific goals and
committed management application.
Leaders seek to build a reputation
among customers, based on the quality
and workmanship.
Adopts senior management standards of
quality in the work encourages
outstanding
performance
among
employees Environment.
The company is constantly working to
get rid of activities that do not add value
to the service.
Management relies on advanced
technological programs.
The company is based on the results of
its
performance
compared
to
competitors in the development of plans
to improve performance.
The company engage employee in the
development plans to achieve quality.
The company monitor the extent of
improvement in the quality of services
provided by the company and compare
it to previous years.
There is a continuous improvement in
working conditions and conditions.
There is a clear and specific strategy
that includes improving the quality of
work plans.
The company focuses on achieving
customer satisfaction through the study
of their requirements.

19

3.58

1.05

0.796

23.81

0.000

3.56

1.04

0.781

17.96

0.000

3.62

1.07

0.849

37.94

0.000

3.68

1.05

0.791

24.77

0.000

3.71

1.02

0.810

29.22

0.000

0.97

0.719

14.12

0.000

3.53

1.09

0.741

19.10

0.000

3.65

1.04

0.775

20.07

0.000

3.58

1.02

0.755

17.28

0.000

3.35

1.15

0.704

15.14

0.000

3.50

0.95

0.766

22.80

0.000

3.54

1.02

0.804

30.87

0.000

3.62

1.00

0.793

28.02

0.000

3.61

1.03

0.813

25.31

0.000

3.69
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2
3

4

5
6

EMPLOYEE EMPOWERMENT

1

2

3

4

5

STRATEGIC

1

2

3

4

The company responds quickly to meet
the wishes of customers.
The company's management realizes
study the market to know the needs and
desires of consumers.
The company is keen to offer a wide
range of products to meet the needs and
desires of the largest number of
customers.
The
company's
management
is
interested in the customers' complaints
and suggestions.
The company is fully covered for the
various needs of the market.
The company management give
material or moral rewards to employees
for their participation in achieving
outstanding performance.
The company management authorizes
for workers the powers to act in
emergency situations.
The company management provides
freedom for workers to make decisions
independently.
The company is interested in the
participation of all workers to improve
quality and performance.
The company is interested in the
participation of all workers to improve
quality and performance.
The company management uses
scientific methods and advanced
technological tools for the purpose of
achieving its strategic plan.
The company is seeking to modify its
strategic objectives according to the
changing needs in a competitive market.
The strategic goals of the company are
related to its mission and vision of the
future.
The company management aware the
concept of strategic planning and the
fields.
20

3.59

0.98

0.819

28.76

0.000

3.62

1.02

0.785

22.14

0.000

3.57

1.08

0.739

18.57

0.000

3.58

1.08

0.836

35.08

0.000

3.53

1.05

0.738

20.97

0.000

3.46

1.15

0.828

34.73

0.000

3.49

1.00

0.753

21.96

0.000

3.18

1.20

0.752

20.66

0.000

3.51

1.04

0.711

15.79

0.000

3.36

1.11

0.670

12.00

0.000

3.45

1.08

0.828

30.47 0.000

3.54

1.05

0.769

21.75 0.000

3.72

0.97

0.773

22.12 0.000

3.71

1.00

0.755

16.16 0.000
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5

6

1

3
4
5

6
1
DIFFERENTIATION ADVANTAGE

COMPETITIVE ADVANTAGES

COST LEADERSHIP

2

2
3

4

5

6

The company set a timetable appropriate
to achieve each strategic goal.
The company choose appropriate
strategies to achieve the most
appropriate to fit internal and external
conditions by the present and future.
The company works to achieve a
distinctive brand of their services
compared to competitors.
The company is working to develop a
rapid and effective distribution channels
for the delivery of its services to
customers better than competitors.
The company is seeking to gain access
to new markets are difficult to access by
competitors.
The company is working to provide new
services and benefits from competitors.
The company employs advanced
technologies in the provision of
services.
The company offers its services in a
manner to ensure excellence and
uniqueness of all competitors.
The company is seeking to get the price
advantages of suppliers to reduce costs.
The company is working to control
administrative cost.
The company is working to reduce
distribution cost and promote as much
as possible.
The company employs its potential to
meet
the
needs
and
specific
requirements in the local market the
lowest possible cost.
The company is working on the optimal
utilization of available resources in
order to achieve competitiveness at all
levels.
The company is seeking to enhance the
productivity of individuals within the
physical capabilities.
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3.63

1.02

0.830

34.06 0.000

3.60

1.06

0.844

36.62 0.000

3.64

1.02

0.839

38.70 0.000

3.69

0.97

0.742

16.76 0.000

3.55

1.05

0.823

29.54 0.000

3.60

1.01

0.852

30.38 0.000

3.61

1.07

0.823

26.42 0.000

3.47

1.00

0.827

31.03 0.000

3.62

0.99

0.799

28.66 0.000

3.57

0.98

0.831

38.65 0.000

3.56

1.01

0.820

22.68 0.000

3.54

0.94

0.755

16.23 0.000

3.55

1.00

0.777

19.43 0.000

3.62

0.95

0.765

20.39 0.000
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It is observed from the above table that items related to recruitment and selection have mean
score in range 3.42 to 3.55, while the same items deviate in range 1.02 to 1.19 and the general
mean value of recruitment and selection is 3.48. The overall mean value suggest responses
are more closely towards “67.6% Agreement” at five-point Likert Scale. Items related to
performance & appraisal have mean score in range 3.24 to 3.55, while the same items deviate
in range 1.02 to 1.16 and the general mean value of performance & appraisal is 3.39. The
overall mean values suggest responses are more closely towards “67.8% Agreement” at
five-point Likert Scale. Items related to training & development have mean score in range
3.37 to 3.72, while the same items deviate in range 1.01 to 1.16 and the general mean value
of training & development is 3.48. The overall mean values suggest responses are more
closely towards “69.6% Agreement” at five-point Likert Scale. Items related to compensation
& reward have mean score in range 3.38 to3.56, while the same items deviate in range 1.01 to
1.16 and the general mean value of compensation & reward is 3.46. The overall mean values
suggest responses are more closely towards “69.2% Agreement” at five-point Likert Scale.
The overall mean value of independent variable HRM Practices is 3.45, which suggest that in
banking sector respondent employees are agreed and satisfied to have HRM practices. This
result in general indicates that banking industry in Pakistan is interested to provide employee
with best HRM practices that can improve their competitive advantage.
Items related to leadership have mean score in rang 3.56 to 3.71, while the same items
deviate in range 0.97 to 1.07 and the general mean value of leadership is 3.64. The overall
mean values suggest responses are more closely towards “72.8% Agreement” at five-point
Likert Scale. Items related to continuous improvement have mean score in range 3.35 to 3.62,
while the same items deviate in range 0.95 to 1.15 and the general mean value of continuous
improvement is 3.53. The overall mean values suggest responses are more closely towards
70.6“% Agreement” at five-point Likert Scale. Items related to customer satisfaction have
mean score in range 3.53 to 3.62, while the same items deviate in range 0.98 to 1.08 and the
general mean value of suggest customer satisfaction is 3.58. The overall mean values suggest
responses are more closely towards “71.6% Agreement” at five-point Likert Scale. Items
related to employee empowerment have mean score in range 3.18 to 3.49, while the same
items deviate in range 1.0 to 1.20 and the general mean value of employee empowerment is
3.40. The overall mean values suggest responses are more closely towards “68% Agreement”
at five-point Likert Scale. Items related strategic have mean score in range 3.45 to 3.72, while
the same items deviate in range 1.0 to 0.97 and the general mean value of strategic is 3.60.
The overall mean values suggest responses are more closely towards “72% Agreement” at
five-point Likert Scale.
In general, it appears that the Importance level of TQM practices was high with an overall
mean of 3.55. Almost all TQM items have a moderate level of importance which mean that
the banking industry in Pakistan are highly focuses service quality, which it help predict
future revenue and help to outpace competition.
Items related to cost leadership have mean score in range 3.47 to 3.69, while the same items
deviate in range 0.97 to 1.07 and the general mean value of cost leadership is 3.59. The
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overall mean values suggest responses are more closely towards “71.8% Agreement” at
five-point Likert Scale. Items related to differentiation advantage have mean score in range
3.54 to 3.62, while the same items deviate in range 0.95 to 1.01 and the general mean value
of differentiation advantage is 3.57. The overall mean values suggest responses are more
closely towards “71.4% Agreement” at five-point Likert Scale.
In general, it appears that the Importance level of dependent variable competitive advantages
was high with an overall mean of 3.59. It shows that to have success and sustainability in the
market, banking sector must have competitive advantages.
It has been also shown in the table that mostly the items related to variables are having
loading values more than 0.70 thus it supports strong loading. On the other hand, T values are
supported to be more than 1.96 for all items along with p values < 0.05. While item no.7 of
performance appraisal and item no.5 of employee empowerment have an irrespective values
of loading.
3.3 Structural Equation Modeling
To test the (hypothesis) examination speculation we have utilized the basic condition model
(SEM) while the testing has been experienced Smart PLS programming. In addition, to assess
the aberrant and direct impacts of the considerable number of develops the testing was
finished. The use of (SEM) structural equation model has been observed to be a foremost
procedure that has been used below different regression models and methods (Baron &
Kenny, 1986).It used to assess the auxiliary connection among exogenous and endogenous
factors. It incorporates factor investigation and multivariate examination. In addition, the
condition of relapse focuses at disclosing each develop to evaluate the circumstances and
logical results relationship while the entirety of the components in the causal model could
show their circumstances and logical results at specific time. In like manner, utilizing this
model guarantees to apply strategy of bootstrapping which has been seen as sensible for both
little and enormous example size and doesn't require any sort of circuitous impact (Hayes,
2013)So as to check the all immediate and aberrant impacts, a method has been executed
which is known as bootstrapping (Shrout & Bolger, 2002).
3.4 Measurement of Outer Model
The objective of proportion of fit in the estimation model is to learn about the unwavering
quality and legitimacy of the instrument and to check its dependability and legitimacy we
perform trial of united legitimacy and discriminant legitimacy in programming naming Smart
PLS.
3.5 Composite Reliability
Reliability implies stability of questionnaire outcomes. It shows inside consistency and
repeatability of the review is high. The essential measure for unflinching quality is to keep up
a key good ways from shamefulness in look into. Right now, will in general be improved by
testing the interest strategy and examination, as is finished using various research and
assessment procedures or various scientists. This additionally consolidates the constancy and
authenticity of the investigation.
Reliability of the estimation instruments was assessed utilizing composite dependability. All
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the qualities were over the ordinarily utilized edge esteem for example 0.70. This is the
acknowledged unwavering quality worth range. Estimation of unwavering quality should be
possible by level of consistency that lies among different factors (Hair, 2010). Below is the
table of composite reliability.
As can be shown in Table 3, the results show that the constructs have adequate reliability.

Table 3. Reliability analysis using the approach of Cronbach’s Alpha
Number Item
1
Recruitment and Selection
2
Performance Appraisals
3
Training and Development
4
Compensation and Reward
Human Resource Management Practices
1
Leadership
2
Continuous Improvement
3
Customer Satisfaction
4
Employee Empowerment
5
Strategic
Total Quality Management Practices
1
Differentiation
2
Cost Leadership
Competitive Advantages

Cronbach's Alpha
0.902
0.910
0.901
0.906
0.956
0.881
0.912
0.915
0.881
0.911
0.964
0.880
0.901
0.932

Mean
3.48
3.39
3.48
3.46
3.45
3.64
3.53
3.58
3.4
3.60
3.55
3.57
3.59
3.59

3.6 Factor Loadings Significant
Table of descriptive statistics also mentioned loadings used in (CFA) confirmatory factor
analysis. Construct with the loading of .5 are consider as solid stacking factors while the
builds with the stacking of underneath .5 are considered as less are smarter to be expelled
from the table.
3.7 Convergent Validity
Convergent validity is the degree of understanding in any event two proportions of a
comparable build (Carmines & Zeller, 1979). Convergent validity was assessed by inspection
of variance mined for each factor (Fornell & Larcker, 1981). Conferring to (Fornell &
Larcker, 1981), if the, variance extracted value is greater than 0.5 then convergent validity is
established and the result is drawn that the loadings are acceptable however under 0.5 are
named as less powerful for the examination. Following table shows the outcome
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Table 4. Convergent validity
VARIABLES
Recruitment and Selection
Performance Appraisals
Training and Development
Compensation and Reward
Human
Resource
Management Practices
Leadership
Continuous Improvement
Customer Satisfaction
Employee Empowerment
Strategic
Total Quality Management
Practices
Differentiation
Cost Leadership
Competitive Advantages

Cronbach's
Alpha
0.902
0.910
0.901
0.906

Composite
Reliability
0.924
0.925
0.919
0.923

Average
Variance
Extracted (AVE)
0.670
0.552
0.561
0.571

0.956

0.954

0.470

0.881
0.912
0.915
0.881
0.911

0.910
0.927
0.931
0.906
0.927

0.627
0.558
0.629
0.547
0.586

0.964

0.964

0.477

0.880
0.901
0.932

0.910
0.924
0.932

0.627
0.670
0.534

3.8 Discriminant Validity
Discriminate validity can be characterized as any single develop when varies from different
builds in the model (Carmines & Zeller, 1979) Discriminate validity results are agreeable
when the builds are having an AVE stacking more than 0.5 which implies that base half of
change was took by the develop construct (Chin, 1998). Discriminate validity is built up if
the components which are in askew are fundamentally higher than those qualities in
off-slanting in the equal lines and sections. Discriminant Validity tests are being led so as to
see whether non-related thoughts or estimations are in certainty disconnected or not. A
powerful evaluation of discriminant authenticity shows that a preliminary of a thought isn't
outstandingly connected with various tests proposed to measure speculatively different
thoughts. The table for Discriminant Validity is given below:
Table 5. Discriminant validity (Model 1)
Competitive Human
Total
Advantages resource
Quality
Management Management
0.731
Competitive Advantages
0.686
Human
resource
Management 0.698
Practices
0.831
0.69
Total Quality Management Practices 0.893
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Table 6. Discriminant validity (Model 2)
C&
R
Compensation &
Reward
Continuous
Improvement
Cost Leadership
Customer Satisfaction
Differentiation
Advantage
Employee
Empowerment
Leadership
Performance Appraisal
Recruitment & Selection
Strategic
Training &
Development

C.I C.L C.S D.A E.E L

P.A R &
S

S

T&
D

0.76
0.79

0.75

0.65
0.72

0.74 0.82
0.86 0.73 0.79

0.63

0.73 0.77 0.72 0.79

0.74

0.78 0.71 0.85 0.69 0.74

0.85
0.78
0.68
0.69

0.88
0.65
0.60
0.78

0.90

0.68 0.57 0.64 0.57 0.67 0.75 0.85 0.70

0.68
0.52
0.50
0.77

0.75
0.57
0.51
0.75

0.67
0.54
0.44
0.78

0.74
0.58
0.46
0.84

0.79
0.71 0.74
0.64 0.85 0.82
0.73 0.59 0.49

0.77
0.61 0.75

3.9 Model Fit Measures
Model fit estimates the wellness of the model in SEM-PLS is characterized by different
estimates, for example, institutionalized root-mean-square leftover (SRMR), and the specific
model fits like d_ULS and d_G, Normed Fit Index (NFI), and χ2 (Chi-square). The model fit
measures comprising the deliberate estimation of both immersed model just as the evaluated
model is accounted for in above Table. The soaked model evaluates the relationship between
all develops. The evaluated model, then again, considers model structure and depends on
absolute impact plot.
Table 7. Model Fit Measures (Model 1)
SRMR
d_ULS
d_G
Chi-Square
NFI

Saturated Model
0.074
21.041
n/a
Infinite
n/a

Estimated Model
0.100
38.591
n/a
Infinite
n/a
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Table 8. Model Fit Measures (Model 2)
SRMR
d_ULS
d_G
Chi-Square
NFI

Saturated Model
0.067
10.042
5.820
5,135.392
0.591

Estimated Model
0.067
10.042
5.820
5,135.392
0.591

3.10 Hypothesis Testing

Figure 2. Path diagram (Model 1 )

Figure 2. Path diagram (Model 2 )

In PLS-SEM, bootstrapping is one of the key walks, which gives the information of
steadiness of factor rough approximation. Sub-tests are drawn wherever from the primary
model including substitution, right now (Hair, Matthews, Matthews, & Sarstedt, 2017).
Bootstrapping gives the data of strength of coefficient gauge. Right now, enormous number
of sub-tests are drawn from the first example with substitution (Hair et al. 2016). Subsequent
to running the bootstrap standard, Smart PLS shows the t-values for basic model evaluations
got from the bootstrapping methodology. The aftereffects of way coefficients for all the
speculation are appeared in the accompanying table. The t-esteem more noteworthy than 1.96
(p < .005) shows that the relationship is critical at 95% certainty level (α = 0.05). Ways
indicating whether the connection among estimated and inert factors are noteworthy or not.
The way outline appeared in Figure 2.
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Table 9. Test of Hypothesis
HYPOTHESIS
H0.1: There is no statistically significant effect of HRM
practices on competitive advantage
H0.1.1: There is no statistically significant effect of
recruitment and selection on cost leadership
H0.1.2: There is no statistically significant effect of
performance appraisal on cost leadership
H0.1.3: There is no statistically significant effect of training
and development on cost leadership
H0.1.4: There is no statistically significant effect of
compensation and reward on Cost leadership
H0.1.5: There is no statistically significant effect of
recruitment and selection on differentiation
H0.1.6: There is no statistically significant effect of
performance appraisal on differentiation
H0.1.7: There is no statistically significant effect training
and development on differentiation
H0.1.8: There is no statistically significant effect of
compensation and reward on differentiation
H0.2: There is no statistically significant effect of TQM
practices on competitive advantage
H0.2.1: There is no statistically significant effect of
leadership on cost leadership
H0.2.2: There is no statistically significant effect of
continuous improvement on cost leadership
H0.2.3: There is no statistically significant effect of
customer satisfaction on cost leadership
H0.2.4: There is no statistically significant effect of
employee empowerment on cost leadership
H0.2.5: There is no statistically significant effect strategic
on cost leadership
H0.2.6: There is no statistically significant effect leadership
on differentiation
H0.2.7: There is no statistically significant effect of
continuous improvement on differentiation
H0.2.8: There is no statistically significant effect of
customer satisfaction on differentiation
H0.2.9: There is no statistically significant effect of
employee empowerment on differentiation
H0.2.10: There is no statistically significant effect of
strategic on differentiation
H0.3: There is no statistically significant effect of HRM
28

Est.

T STATS P VALUES

0.125

0.404

0.686

0.090

2.203

0.028

0.127

2.056

0.040

0.136

0.809

0.419

0.140

0.134

0.894

0.078

0.188

0.851

0.101

0.162

0.871

0.105

0.401

0.689

0.111

5.773

0.000

0.099

9.001

0.000

0.124

0.294

0.769

0.146

0.838

0.402

0.117

1.978

0.048

0.131

0.512

0.609

0.110

4.658

0.000

0.118

0.466

0.641

0.135

0.411

0.681

0.117

2.966

0.003

0.114

1.895

0.059

0.105

5.524

0.000

0.038

21.069

0.000
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practices on TQM practices
H0.3.1: There is no statistically significant effect of
recruitment and selection on leadership
H0.3.2: There is no statistically significant effect of
performance appraisals on leadership
H0.3.3: There is no statistically significant effect of training
and development on leadership
H0.3.4: There is no statistically significant effect of
compensation and reward on leadership
H0.3.5: There is no statistically significant effect of
recruitment and selection on continuous improvement
H0.3.6: There is no statistically significant effect of
performance appraisals on continuous improvement
H0.3.7: There is no statistically significant effect of training
and development on continuous improvement
H0.3.8: There is no statistically significant effect of
compensation and reward on continuous improvement
H0.3.9: There is no statistically significant effect of
recruitment and selection on customer satisfaction
H0.3.10: There is no statistically significant effect of
performance appraisals on customer satisfaction
H0.3.11: There is no statistically significant effect of
training and development on customer satisfaction
H0.3.12: There is no statistically significant effect of
compensation and reward on customer satisfaction
H0.3.13: There is no statistically significant effect of
recruitment and selection on employee empowerment
H0.3.14: There is no statistically significant effect of
performance appraisals on employee empowerment
H0.3.15: There is no statistically significant effect of
training and development on employee empowerment
H0.3.16: There is no statistically significant effect of
compensation and reward on employee empowerment
H0.3.17: There is no statistically significant effect of
recruitment and selection on strategic
H0.3.18: There is no statistically significant effect
performance appraisals on strategic
H0.3.19: There is no statistically significant effect training
and development on strategic
H0.3.20: There is no statistically significant effect of
compensation and reward on strategic

29

0.078

0.389

0.698

0.106

1.934

0.054

0.119

2.266

0.024

0.102

8.936

0.000

0.080

1.096

0.274

0.124

0.965

0.335

0.124

2.575

0.010

0.114

8.147

0.000

0.095

0.333

0.740

0.135

0.170

0.865

0.149

0.522

0.602

0.133

5.619

0.000

0.092

1.522

0.129

0.125

0.829

0.407

0.138

0.104

0.917

0.125

5.931

0.000

0.100

1.079

0.281

0.143

2.209

0.028

0.156

1.696

0.091

0.130

5.814

0.000
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It is clearly seen from the above Table (9) that large p-value (> 0.05) indicates weak evidence
against the null hypothesis (H0.1), so in banking industry of Pakistan, “There is no
statistically significant effect at (α ≤ 0.05) of human resource management practices on
competitive advantages” at a confidence interval level of 97.5%.
However a small p-value (typically ≤ 0.05) indicates strong evidence against the null
hypothesis, so we reject the null hypothesis (H0.2 & H0.3). (Table 11) indicates that in
growing banking industry of Pakistan, there is definitely statistically a significant effect of
total quality management practices on competitive advantage and there is also statistically a
significant effect of human resource management practices on total quality management
practices at (α ≤ 0.05) and confidence interval level of 97.5%.
The above Table (9) also shows the results of relationship among the sub variables.
As shown in Table (9) only two sub hypothesis of H0.1 (There is no statistically significant
effect at (α ≤ 0.05) of human resource management practices on competitive advantage) has
small p-value (typically ≤ 0.05) indicates strong evidence against the null hypothesis, so we
reject the null hypothesis (H0.1.1 & H0.1.2).
So in banking industry of Pakistan, There is statistically a significant effect of recruitment &
selection on Cost Leadership and there is also a statistically significant effect of performance
appraisals on Cost Leadership.
As shown in Table (9) only four sub hypothesis of H0.2: (There is no statistically significant
effect at (α ≤ 0.05) of total quality management practices on competitive advantage)has small
p-value (typically ≤ 0.05) indicates strong evidence against the null hypothesis, so we reject
the null hypothesis (H0.2.3, H0.2.5, and H0.2.8&H0.2.10).
Thus in banking industry of Pakistan, There is statistically a significant effect of customer
satisfaction on Cost Leadership, There is statistically a significant effect of strategic on Cost
Leadership, There is statistically a significant effect of customer satisfaction on
Differentiation and there is statistically a significant effect of strategic on Differentiation.
As shown in Table (9) only eight sub hypothesis of H0.3: There is no statistically significant
effect at (α ≤ 0.05) of human resource management practices on total quality management
practices has small p-value (typically ≤ 0.05) indicates strong evidence against the null
hypothesis, so we reject the null hypothesis (H0.3.3, H0.3.4, H0.3.5, H0.3.8, H0.3.9, H0.3.16,
H0.3.18 & H0.3.20).
Hence in banking industry of Pakistan, There is a statistically significant effect of training
and development on leadership, There is a statistically significant effect of compensation and
reward on leadership. There is no statistically significant effect of training and development
on continuous improvement. There is a statistically significant effect of compensation and
reward on continuous improvement, There is a statistically significant effect of compensation
and reward on customer satisfaction. There is a statistically significant effect of compensation
and reward on employee empowerment. There is a statistically significant effect performance
appraisals on strategic and There is a statistically significant effect of compensation and
reward on strategic.
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Table 10. Indirect effect
Relation
Compensation & Reward ≥ Strategic ≥ Cost Leadership
Performance Appraisal ≥ Strategic ≥ Cost Leadership
Compensation & Reward ≥ Customer Satisfaction ≥
Differentiation Advantage
Compensation & Reward ≥ Strategic ≥ Differentiation
Advantage
HRM Practices ≥ TQM Practices ≥ Competitive
Advantages

Est.
0.115
0.082
0.101

T Stats
3.372
1.974
2.565

P Values
0.001
0.049
0.011

0.117

3.777

0.000

0.097

7.352

0.000

Above Table (10) shows that the specific indirect effect of the three variable and it state that
there is a strong relationship among the HRM practice, TQM practices and Competitive
Advantages. This result indicates the mediation effect of TQM practices, conclusively in
banking industry of Pakistan there is an impact of HRM practices on TQM practices, TQM
practices on Competitive Advantages and ultimately there is also an impact of HRM practices
on Competitive Advantages.
Above table also indicates the specific indirect effect, that the strategic factor of TQM has a
mediating effect in between compensation & reward and cost leadership, also in between
performance appraisal and cost leadership and in between compensation & reward and
differentiation advantage as well. One of the result also indicates that there is also a strong
relation among compensation & reward, customer satisfaction and differentiation advantage.
4. Discussions
This study found that HR practices insignificantly influence competitive advantage, in going
further the researcher identified that, HR (recruitment, and selection) has a significant impact
on the competitive advantage, thus providing empirical support for sub H0.1.1. This shows
that HR (recruitment & selection) is related with the choice of people who are roused,
qualified and the opportune individual for a particular activity. On the off chance that such
people are furnished with the vital motivators, their inspiration increments; from an
association's perspective, this may upgrade the maintenance of value representatives and
hence improve individual or potentially authoritative execution (Sanchez-Marin &
Baixauli-Soler, 2015).
Sub H0.1.6 predicted that performance appraisal has an insignificant impact on the
competitive advantage (differentiation) of Bank. This hypothesis contracted with the recent
research, (Aladwan, Bhanugopan, && D'Netto, 2015) stated that “developing an evaluation
system that accurately reflects employee satisfaction and commitment is a crucial and
difficult task.” (Matić, 2008) Added that laborers who can coordinate their work esteems with
their work environment evaluation framework have a more prominent authoritative duty and
are more averse to leave the association. (Van Vianen, Pater, && Dijk, 2007) Added that
construing from person‒organization fit hypothesis, one could conjecture that human conduct
is a component of both the individual and his/her condition. Further, Sub H0.1.3 predicted
that training and development have no significant impact on the competitive advantage. This
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hypothesis also received empirical support; recent findings by (Sanchez-Marin &
Baixauli-Soler, 2015) suggested that “training and development improve the knowledge,
skills, and abilities of a firm’s current and potential employees.” Training and development
were positively linked with organizational commitment (Feldman & Ng, 2007). Further,
(Tzafrir, 2006) added that training and development was closely associated with work values,
performance and organizational commitment. However, this study found that the relationship
is not exists. This study uncovered no significant relationship between compensation and
rewards and the competitive advantage. This is surprising as existing theoretical framework
suggested that compensation and reward policies have a positive and significant impact on
related organizational concepts, for example, organizational commitment and organizational
performance (Aladwan, Bhanugopan, && D'Netto, 2015). Intuitively speaking, the
researchers expected such a relationship with competitive advantage, because the competitive
advantage is a construct similar to the aforementioned ones. Notwithstanding, in an
“ever-competitive local and global business environment, many organizations are trying to
develop effective reward strategies that are directly linked to the enhancement of employee
and organizational performance” (Milne, 2007; Yeganeh & Su, 2008). (Huselid, 1995) Noted
that “performance-based compensation and merit-based promotion are ingredients in
organizational incentive systems that serve to encourage individual performance and
retention.” The two compensation and reward system should be balanced to have the desired
organizational outcome.
This study’s findings led the researchers to reject sub H0.1.4; a compensation and reward
system did not enhance competitive advantage. This study also found that TQM practices has
significant relationship with competitive advantage, in going further the researcher identified
that, Leadership has an insignificant impact on the competitive advantage, thus providing
empirical support for this. This shows that leadership is what we call the most important
resource that holds in the absence of which all other resources, and it manages to cope with
changes and from a firm’s point of view, this may enhance the organizational performance
(Helmrich, 2015). The researchers suggest that leadership needs to be improved in banks, as
this mitigate competitive advantage due to an insignificant relationship. It was also predicted
that continuous improvement has an insignificant impact on the competitive advantage of
Bank. The finding contradict with the research of (Singh & Singh, 2014) .
Further, customer satisfaction has a significant impact on the competitive advantage. This
also received empirical support; a plausible explanation can be inferred from prior work.
Customer satisfaction is one of the critical success factors in today’s competitive business
environment as it influences companies’ market share and customer retention (Ooi, Lin, Tan,
& Chong, 2011). Customers are often considered to be the most important asset of any
organization; thus, the success of an organization depends on its number of customers (Iakov,
2013).
This study uncovered no significant relationship between employee empowerment and the
competitive advantage. This is surprising as existing theoretical framework suggested that
employee empowerment as a strategy that enhance organizational performance; it also helps
with developing a flexible organization that can be capable of adapting to a changing external
environment (Ferit, 2015). When employees experience empowerment and see the impact of
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their jobs are having on the organization, they identify more with the goals of the
organization and as a result are more committed to it (Elloy, 2012). This study’s findings led
the researchers to reject H0.2.4 and H0.2.9; Employee empowerment did not enhance
competitive advantage. Result shows that strategic factor of TQM Practices has a significant
effect on competitive advantages.
This study also found that TQM practices has significant relationship with HRM practices.
More specifically compensation & reward factor of HRM practices has a significance effect
on almost all factors of TQM practices. This hypothesis received empirical support, (Hataani
& Mahrani, 2013) showed how TQM significantly enhances the HRM practices. In testing
the hypothesis, their outcome shows that TQM practices have positive and huge effect on
HRM practices. This clarification for this is execution of TQM (at the tallness as per the
possibilities of businesses) bolsters a decent authority, a conservative group, representative
commitment and the opening of data frameworks. (Abu‐Doleh, 2012) Examined a few key
highlights in particular preparing and advancement, worker profession improvement, and
enrolling and determination which seem to have the best impact on the usage of TQM
practices.
5. Conclusion
This study examined the role of HR and TQM practices in influencing the competitive
advantage in banking industry of Pakistan. We presented and diagnosed a model that included
two precedents of competitive advantage (cost advantage and differentiation advantage) that
have not been considered until now.
From the results we concluded that banking industry should focus on TQM practices to
achieve competitiveness in the market. Service industry like banks should be clear about
service quality. In banking industry customer wants delight and satisfaction, for this banking
sector in Pakistan has improved their TQM practices and gain a sustainable market edge. To
improve and make more effective and efficient TQM practices and service quality, human
resource can play a vital role. Nowadays HRM practices has a significant impact on TQM
practices. Thus, it is very much clear that in banking industry of Pakistan competitive
advantages can be archive by implementing best HRM practices and also by applying the
mediator role of TQM practices.
From the realistic attitude, this take a look at has six foremost implications.
First, there ought to be greater intensified attention closer to increasing the awareness towards
HRM role in banking sector. Consequently, HRM department can efficaciously carry out
better, and personnel can recognize the function of the department.
Second, HRM department need to pay greater attention about improving the repayment and
reward machine in a way to enhance the overall quality management implementation and
enhance competitive advantage, the branch must pay attention on candidate talents along with
potential to resolve trouble and capacity to paintings inside team (see e. g. (Khalayleh,
Masa'deh, & Al-Lozi, 2017)).
Third, TQM department ought to pay attention on worker empowerment to improve great and
performance software in banking sector, and allow all worker to speak about new problems
so as reach great nice.
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Fourth, businesses ought to design and expand products to meet marketplace wishes thru
non-stop observe communique with clients and decide their current requirements, and destiny
expectancies. This can increase the customer base and as a result boom marketplace share.
Fifth, employer have to maintain education packages explicitly designed to general
high-quality control on a normal basis to all employees. This can ensure better
implementation of pleasant assurance practices and hence improve the competitive advantage.
Finally, companies must spread the attention of pleasant between employees and make them a
part of the enterprise's tradition (see e. g. (Shannak & Obeidat, 2012), and in activate
innovation (see e. g. (Obeidat, Tarhini, & Aqqad, The impact of intellectual capital on
innovation via the mediating role of knowledge management: a structural equation modeling
approach, 2017)).
6. Limitations and Future Recommendations
Furthermore, this study is restricted to employee of Pakistan and the evidence of results are
based on banking sector. More specifically results of this study are based on private sector.
Responses are limited (closed-ended) and participant could not answer in more detail. Result
of this study may be changes if study were conducted in other business sector and region.
Public sector is recommended for future research. It is suggested that organizations should
develop a liaison with the academic institutions to promote research activities in Pakistan and
it will be helpful for better response and results.
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