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Abstract

This study examines cross-level relationship between implemented high performance
work system (HPWS) and employee service related behaviors along with the mediating
effects of employees’ affective commitment between this relationship. Although,
research studies have confirmed the positive linkage between high performance work
system (HPWS) and firm performance. Previous studies were criticized for being
management-centric with insights mostly from manufacturing and Western context.
Using multilevel approach, this research examines the relationship of bank branch
managers' implemented HPWS with (i) employees’ service performance and their (ii)
service oriented organizational citizenship behavior (OCB) with a particular focus on
studying affective commitment as a mediator. For the purpose of this study, data from
branch managers of 323 bank branches operating in Punjab, Pakistan and their 1369 front
line employees were used. Hierarchical linear modeling (HLM) was applied to test cross-
level hypotheses of this study. Study results revealed that implemented HPWS was
significantly related with employees’ service performance and their service related
discretionary behavior. Further, affective commitment partially mediated both the direct
relationships between implemented HPWS and employees’ service related behaviors.
Empirical findings of this study implied that effectively implemented HPWS by branch
managers has the potential to influence affective commitment level of front line
employees which further influence their customers service related behaviors. This study
contributes by highlighting the potential influence of branch managers’ implemented
HPWS on service related behaviors of employees.

Keywords: high performance work system (HPWS), service performance, service
oriented OCB, banking sector, affective commitment.

1. Introduction

Employees have been considered the major source of competitive advantage in
contemporary business organizations. For this reason, organizational human resource
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management function is devised to achieve competitive advantage through managing its
workforce. Consequently, an entirely separate area of research, called strategic human
resource management (SHRM), has emerged. In this field of study, researchers and
scholars extensively investigated the effects of a set of interrelated HR practices (known
as high performance work system: HPWS) on various organizational performance
outcomes with favorable findings consistently (e.g. Huselid, 1995; Delery & Doty, 1996;
Youndt et al., 1996; Guthrie, 2001; Takeuchi et al., 2007). However, despite of
considerable development regarding HPWS-performance linkage, researchers have
highlighted following issues which require further research investigation to carry forward
this research area.

First, researchers have criticized SHRM literature for being managerially biased (Boxall
& Macky, 2014; Heffernan & Dundon, 2016) because of its primary focus on
management perspective while examining HPWS-performance relationship. The scholars
emphasized on the inclusion of employees' perspective in order to have more meaningful
insights regarding the HPWS-performance relationship. In addition to this, although few
studies have recently investigated the relationship of HPWS with employee outcomes
such as job satisfaction, organizational commitment, citizenship behaviors and turnover
intentions (Sun et al., 2007; Kuvaas, 2008; Gong et al., 2009), the findings of these
studies are not consistent (Van De Voorde et al., 2012). Second, researchers have
highlighted that previous studies have used intended HPWS (top management/ HR
department reported), whereas, in reality, the intended HPWS may not be implemented in
the same way throughout the organization as intended (Khilji & Wang, 2006; Nishii &
Wright, 2007; Wright & Nishii, 2013). Resultantly, a new stream of research has
emerged recently within SHRM where researchers have started studying the effects of
implemented HPWS by line managers (called manager-HPWS in literature), instead of
intended HPWS (e.g. Aryee et al., 2012; Chuang et al., 2013; Pak & Kim, 2016), on
performance outcomes.

Third, despite of the consensus on positive HPWS-performance relationship in literature,
the intermediary mechanisms (processes) for explaining the effects of HPWS on
employee outcomes have not been fully explored yet (Becker & Huselid, 2006; Guest,
2011; Jiang et al., 2013; Boxall et al., 2016) and this issue is widely acknowledged as
“Black Box” problem in SHRM literature (Wright & Gardner, 2003; Guest, 2011). Next,
the HPWS-performance linkages is too distant and complex where HR policy is intended
at organizational level and then implemented at departmental or group by line managers,
then how workers perceive and experience organizational HRM further influences their
attitudes, behaviors and performance outcomes (Bowen & Ostroff, 2004; Takeuchi, et al.,
2009). Therefore, researchers in SHRM area have used multilevel approach to link and
empirically test the relationship among variables conceptualized at different levels of
analysis (e.g. Liao et al., 2009; Aryee et al., 2012; Pak & Kim, 2016). Contrary to this,
however, hardly any study in Pakistan has used multilevel approach while examining the
complex and distant HPWS-performance relationship.

Finally, manufacturing sector has been the main focus by majority of the researchers
while examining HPWS-performance relationship (Combs et al., 2006). Managing
human resources is even more critical in service settings because of its complex nature of
operations (Bowen & Schneider, 1988) but a limited number of studies have contributed
to the SHRM literature through insights from the service sector. In addition to this,
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recently, Posthuma, et al., (2013) reported that majority of studies investigated the
HPWS-performance relationship were conducted in developed countries and in a Western
context.

Therefore, in order to address above mentioned gaps in literature, this study aims to
hypothesize and empirically test a multilevel model linking manager-HPWS with
employees' service related behaviors (service performance and service oriented OCB) in
bank branches operating in Punjab, Pakistan. Further, this study also hypothesizes and
empirically tests affective commitment as mediating variable for the linkage between
manager-HPWS and employee service behaviors. Based upon social exchange theory
(Blau, 1964) and norm of reciprocity (Gouldner, 1960), a positive relationship of
manager-HPWS with affective commitment and employee service related behaviors is
hypothesized in this study. According to social exchange theory, organizational work
practices in form of HPWS implemented establish a positive environment in the
workplaces for employees that lead to higher level of employee commitment, task
performance and retention (Gouldner, 1960; Wayne, et al., 1997; Erdogan & Enders
2007). Therefore, it is argued that HPWS implemented by bank branch managers offers
social and economic inducements to which employees reciprocate in form of favorable
attitudes and behaviors while serving customers.

This study has several important implications. First, using multilevel approach, this study
proposes and testes cross-level effects of implemented HPWS by line managers (branch
level of analysis) on affective commitment and service related behaviors (individual level
of analysis). Although some researchers have used multilevel approach while studying
HPWS-performance relationship (e.g. Liao et al., 2009; Aryee et al., 2012; Pak & Kim,
2016), hardly any study in Pakistan has used such approach while examining the complex
HPWS-performance relationship. In this way, this would prove as ground breaking study
in Pakistan, using multilevel approach to examine relationships among variables
conceptualize at different levels of analysis. Second, this study advances the literature by
including employees’ perspective while studying HPWS-performance relationship.
Previous literature has been criticized for using management perspective, mainly, while
studying HPWS-performance relationship (Boxall & Macky, 2014; Heffernan & Dundon,
2016). Third, this study advanced the body of literature on HPWS-performance by
studying the influence of implemented, instead of intended, HPWS on employee
outcomes. Fourth, this study hypothesizes and tests affective commitment as mediating
mechanism to explain the relationship between implemented HPWS and employee
behaviors. In the last, this study is conducted in service sector where there is dearth of
literature compared to HPWS-performance relationship studied in manufacturing sector.

2. Literature Review and Hypotheses Development

Strategic HRM denotes to “the pattern of planned human resource deployments and
activities intended to enable an organization to achieve its goals” (Wright & McMabhan,
1992, p. 298). It focuses on a bundle of HR practices (known as HPWS) which are
mutually reinforcing and generate synergistic impact (Huselid, 1995). In his ground
breaking study of more than 800 manufacturing companies, Huselid (1995) identified
significant positive relationship between organizational HPWS and firm profits, market
value and turnover. This study acted as spring board for a significant body of research
that empirically confirmed the relationship between HPWS and various organizational
performance outcomes including profitability, growth, productivity, turnover and various
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other financial and non-financial performance metrics (e.g., Arthur, 1994; Delaney &
Huselid, 1996; Delery & Doty, 1996; Appelbaum et al., 2000; Guthrie, 2001; Datta et al.,
2005).

A step further, Becker et al., (1997) asserted that in the distant and complex HPWS-
performance relationship, organizational HPWS first impact employees’ attitude and
behaviors, which in turn influence firm performance. They asserted that it is critical to
include employee outcomes in HPWS-performance research in order to have thorough
understanding about this relationship. Recently, Van De Voorde et al., (2012) presented a
review of 36 studies examined HPWS and employee outcomes relationship and
concluded that the findings of these studies are inconsistent. They called for more
research efforts regarding the relationship of HPWS with employee outcomes compared
to organizational level outcomes to advance the research area. Therefore, this study
intends to investigate the relationship among implemented HPWS, affective commitment
and employee service related behaviors (i.e. service performance and service oriented
OCB) in order to advance the understanding about HPWS and employee outcomes where
findings of previous studies are inconclusive. This section will discuss the theoretical
underpinnings and present the review of relevant literature for hypotheses development
as depicted in Figure 1.

2.1 Manager-HPWS and Employee Service Outcomes

Employee service performance demarcates as “the overall professional appearance and
the reliability, responsiveness, assurance, and empathy displayed by employees in serving
customers” (Liao et al., 2009, p. 378). It is considered as one of the major determinant of
service quality and clients related outcomes (Subramony & Pugh, 2015). Drawing upon
the logics of social exchange theory, a favorable relationship between manager-HPWS
and employee service related behaviors could be expected. According to social exchange
theory, “favors that create diffuse future obligations, not precisely specified ones, and the
nature of the return cannot be bargained about but must be left to the discretion of the one
who makes it” (Blau, 1964, p. 93). In other words, employees' perceptions regarding
work systems implemented by their employer shape their reactions towards employer
(Masterson et al., 2000). Several components of an organizational HPWS have the
potential to influence employee behaviors including the behaviors related to customer
services. For example, incentive based pay linked with service performance, service
performance based performance appraisals, service discretions and extensive service
related trainings are the elements of organizational HPWS focused on superior service
performance in order to ensure high quality services. Saying it differently, effectively
implemented HR practices in form of HPWS enhance employees’ competence,
motivation and opportunity to perform which further leads towards superior customer
services (Liao et al., 2009).

Moreover, the extant literature demonstrates that researchers have examined the
association of HPWS with various employee outcomes like organizational commitment,
job satisfaction, and OCB (e.g. Sun, et al., 2007; Kuvaas, 2008; Kehoe & Wright, 2013)
but reported inconsistent findings (Van De Voorde et al., 2012). For instance, Chuang
and Liao (2010) results indicated that HPWS is positively linked with performance of the
employees working in retail stores operating in Taiwan. Similarly, Snape and Redman
(2010) investigated the association between HPWS and in-role performance of the
employees but failed to find empirical support for their proposed relationship. Chang and
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Chen (2011) also investigated HPWS and employee job performance relationship through
multiple mediators. Their findings indicated that the relationship between HPWS and job
performance is mediated by organizational commitment and human capital. Furthermore,
Liao and Chuang (2004) were the first to study the association of organizational HPWS
with employee service performance in a US-based chain of restaurants. Besides this, Liao
et al., (2009) also examined the effects of perceived HPWS on service performance of
employees through multiple mediators in a national bank of Japan. Likewise, Imran and
Fatima (2015) concluded that employees’ perceived HPWS are related with their service
performance and psychological empowerment mediated this relationship in service
organizations based in Pakistan. However, they conducted this study at individual
employee’s level of analysis. Therefore, based upon the above discussion, the following
relationship could be expected:

» Hi: Manager-HPWS has significant positive relationship with employee service
performance.

Next, organizational citizenship behaviors (OCBs) refers to employees’ discretionary
behaviors which “do not support the technical core itself as much as they support the
organizational, social, and psychological environment in which the technical core must
function” (Borman & Motowidlo, 1993, p. 73). Researchers have also identified
consistent favorable association between employees’ OCB and various organizational
performance outcomes (e.g. Podsakoff et al., 1997; Whitman et al., 2010). Previous
literature on the linkage between HPWS and employee outcomes has shown that several
authors have studied the linkage between HPWS and employee OCB (e.g. GONG &
CHANG, 2008; Messersmith et al., 2011; Riaz, 2015). Adding to this, Borman and
Motowidlo (1993) asserted that “some types of OCBs are probably more appropriate for
certain types of organizations than others. Service companies have special requirements
on dimensions related to dealing with customers and representing the organization to
outsiders” (pp. 90). Resultantly, Bettencourt and Brown (1997) introduced the construct
of “service-oriented OCB” representing the “discretionary behaviors of contact
employees in servicing customers that extend beyond formal role requirements” (pp. 41).
In HPWS-performance research, employer's efforts in form of HRM practices are
considered useful tool for producing and motivating employees for discretionary
behaviors (Morrison, 1996). Thus, various HR practices in organizational HR system, as
discussed previously, have the potential to provide context that promotes discretionary
behaviors among employees (Sun, et al., 2007). Previously, Yung Chou & Lopez-
Rodriguez (2013) examined the association between employees’ justice perceptions and
their service oriented OCB and concluded that employees’ justice perceptions
significantly influence their discretionary behaviors while serving customers. Although
previous studies have investigated the relationship between HPWS and OCB, however,
either these studies were conducted at single level of analysis or they examined the
effects of organizational intended HPWS on individual employee’s OCB. Rarely any
study has investigated the relationship between implemented HPWS by line managers
and employees’ OCB. In addition to this, organization specific discretionary behavior has
also hardly been considered while studying HPWS and employees’ discretionary
behavior relationship. Thus, the following relationship could be expected:

» H2: Manager-HPWS has significant positive relationship with employee service
oriented OCB.
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2.2 Manager-HPWS, Affective Commitment and Employee Service Outcomes

Previous studies on HPWS-performance relationship have shown that organizational
HPWS has linked favorably with organizational and individual employees' performance
outcomes (Jiang et al., 2013). However, recently, scholars have identified the need to
explore the intermediary mechanisms that link organizational HPWS with employee
behavioral outcomes. Guest (1997) argued that HPWS influence organizational outcomes
through employees and not directly. Although researchers have investigated mediating
role of organizational commitment, job satisfaction and employee engagement for HPWS
and employee outcomes relationship, findings of these studies are inconsistent (Van De
Voorde et al., 2012). For example, Kehoe and Wright (2013) reported that affective
commitment fully mediated perceived HPWS and turnover intentions relationship,
whereas in case of perceived HPWS and OCB relationship, affective commitment
partially mediated the relationship. Next, Kuvass (2008) hypothesized affective
commitment as mediating variable between employees’ perceived HPWS and turnover
intentions but was unable to generate empirical support for the proposed relationships.
Similarly, Nishii et al., (2008) suggested that job satisfaction may mediate the linkage
between employees' attributions of HR practices and their OCB but they had not test it
specifically. Recently, Raineri, (2016) investigated the mediating role of collective
affective commitment and human capital between HPWS and business unit performance
at organizational level of analysis and concluded that both the variables partially
mediated the said relationship. Likewise, Huang et al., (2017) identified that employees’
mood and job satisfaction mediated the relationship between perceived HPWS and
employee engagement. Based upon this discussion, this study hypothesized that affective
commitment acts as a mediating variable for the relationship between manager-HPWS
and employees' service related behaviors (employee service performance, service
oriented OCB). Thus, following hypotheses are established for empirical testing:

» Ha: The relationship between manager-HPWS and employee service performance is
mediated by affective commitment.

» Ha: The relationship between manager-HPWS and employee service oriented OCB
is mediated by affective commitment.
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Figure 1: Conceptual Framework
3. Methodology

3.1 Population, Sample and Procedure

For this research, 450 bank branches were selected randomly from a total of 6,581
branches of 30 commercial banks operating in Punjab, Pakistan. Data from 323 branches
(71.8% response rate) and their 1369 employees were finally used for data analysis
purpose after discarding incomplete and inappropriate responses. Data for current study
was gathered through self-administered survey from two sources (i.e. branch manager
and front line service employees) due to the multilevel nature of the study. Branch
managers were asked to rate the high performance work system (HPWS) implemented in
their respective bank branches while responses on affective commitment, employee
service performance and service oriented OCB were collected from front line service
employees.

Out of 323 bank branches participated in this survey, 236 (73%) belonged to private
banks, 49 (15.2%) were branches of state-owned banks, 31 (9.6%) were branches of
Islamic banks and remaining seven (2.2 %) branches belonged to specialized banks. It
was observed that average branch size (number of employees) comprised of 13.55 (SD =
6.50) employees. Moreover, mean age of the participating branches was 14.35 (SD =
11.90) years. On the other side, out of 1369 front line service employees participated in
this study, 1067 (78%) were male and rest 302 (22%) were female. Further, average age
of employees was 29.70 (SD = 5.82) years. Further, only three (.2%) employees had
education level below intermediate, 484 (35.4 %) had 14 years of education, 799 (58.4
%) had 16 years of education, 81 (5.9%) had 18 years of education and remaining two (.1
%) employees had a doctoral degree.
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3.2 Measures

Current study adopted already developed measures used in previous research endeavors
to ensure the validity of the measurement tools. All the responses were recorded on a 5-
point Likert scale ranging from 5 (completely agree) to 1 (completely disagree).
Following subsections delineate brief description of measures used in this study.

3.2.1 Manager-HPWS

Manager-HPWS was assessed by using a 37-item scale designed by Liao et al., (2009) for
ensuring service quality in banks. Consistent with the previous practices, this study used
HPWS as a unitary index (e.g. Huselid, 1995; Liao et al., 2009; Chuang & Liao, 2010;
Ostroff & Bowen, 2000; Pak & Kim, 2016), a fundamental assumption of SHRM that the
effects of organizational HR practices could be better comprehended by studying them in
form of HR system rather than examining them individually. Sample item for this
variable includes: “The formal orientation programs to new employees are helpful for
them to perform their jobs”. The reliability (Cronbach’s Alpha) score of manager-HPWS
scale in this study was .94.

3.2.2 Affective Commitment

A 5-item scale from the study of Meyer and Allen (1997) was employed to gauge the
affective commitment level of front line service employees. Sample item for this
construct includes “I feel a strong sense of belonging to my organization”. The reliability
(Cronbach’s Alpha) score of affective commitment scale in this study was .81.

3.2.3 Employee Service Performance

A 7-item scale designed by Liao and Chuang (2004) was employed to measure the
service performance of front line employees. Sample item for this variable includes “I
always try to approach customers quickly”. The reliability (Cronbach’s Alpha) score of
employee service performance scale in this study was .88.

3.2.4 Service-Oriented Organizational Citizenship Behavior

A 16-item measure by Bettencourt et al., (2001) was employed to gauge the service
oriented OCB of front line employees. Sample item for this construct includes “I actively
promote the branch’s products and services”. The reliability (Cronbach’s Alpha) score
service oriented OCB scale in this study was .91.

3.3 Control Variables

Due to cross-level nature of this study where manager-HPWS was hypothesized at branch
level of analysis whereas affective commitment, service performance and service
oriented OCB were at individual level of analysis, this study used control variables at
both levels of analysis. First, at branch level of analysis, this study considered branch age
(in years) and branch size (number of employees) as control variables. Further, individual
employee's age (in years) and gender (Female = 0, Male = 1) were used as control
variables at individual level of analysis. These factors were identified as control variables
by previous studies in the context of SHRM research while conducting cross-level
analysis (e.g. Liao et al., 2009; Pak & Kim, 2016).

3.4 Analytical Strategy

In this scientific investigation, employees were nested within bank branches with a
theoretical model having branch level HPWS and individual employee outcomes, which
259
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is also hierarchical. Saying it simply, current study has conceptualized variables at two
level of analysis where manager-HPWS was conceptualized at branch level analysis
while other three variables (affective commitment, service performance and service
oriented OCB) were at individual level analysis. For these types of cross-level
relationships, two-level hierarchical linear modeling (HLM; Bryk & Raudenbush, 1992)
was employed by researchers (e.g. Liao & Chuang 2004; Liao et al.,2009; Aryee et
al.,2012; Pak & Kim, 2016) which is argued to be the more robust statistical tool for
cross-level relationship testing with substantial benefits and advantages over
conventional regression analysis (see. Bryk & Raudenbush, 1992).

4. Data Analysis and Results
4.1 Validity of Study Measures

Before testing hypotheses of this study, confirmatory factor analysis (CFA) was
conducted to confirm validity (convergent and discriminant) of study variables (e.g. Alfes
et al., 2013; Pak & Kim, 2016). Convergent validity of the variables was assessed
through factor loading score of each item on its respective construct (Parasuraman, et al.,
1991; Park, et al., 2006). All the items, except for item “All business memos of this
branch are shared with employees” of manager-HPWS and item “I perform duties with
unusually few mistakes” of service oriented OCB, had a loading score greater than .40.
Only those items having a loading score of .40 or above were used for further data
analysis (Comrey, 1978).

Further, for the purpose of confirming the discriminant validity of study variables, several
model fitness indices generated by CFA were used to compare the model fit of the
proposed four-factor measurement model with the alternative ones (Hair, Black, Babin, &
Anderson, 2009; Alfes et al., 2013; Pak & Kim, 2016). According to previous researches,
a value of above .90 for CFI, IFI and TLI are acceptable whereas the value for y2/df
should be less than 3 (Browne & Cudeck, 1993; Hall, Snell, & Foust, 1999; Kline, 2005).
Further, the value of RMSEA should be less than .08 (Browne & Cudeck, 1993; Hu &
Bentler, 1999). As shown in Table 1, hypothesized four-factor measurement model of
this study showed a better model fit compared to the three alternative models and thus
confirmed discriminant validity of our proposed four-factor model. CFA confirmed the
validity (convergent and discriminant) of constructs used in this study and thus warrants
the appropriateness of data for hypotheses testing.
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Table 1: Comparison of Measurement Model (Discriminant Validity)

Models y2ldf IFI TLI CFlI RMSEA
Proposed Four-Factor Model 2.98 .92 .90 .92 .04
Three-Factor Model? 4.11 .86 .85 .86 .05
Two-Factor Model® 5.60 .80 .78 .80 .06
One-Factor Model® 6.55 .75 .73 75 .06

Notes.x2;Chi-square discrepancy, df; Degrees of freedom, IFI; Incremental fit index, TLI; Tucker—
Lewis index, CFl; Comparative fit index, RMSEA;Root mean square error of approximation.
aHPWS and employee engagement combined into single factor,

® HPWS, employee engagement and service performance combined into single factor,

¢all variables combined into single factor

4.2 Descriptive Statistics, Construct Reliability and Correlation Analysis

Table 2 reports the descriptive statistics results along with the Cronbach's Alpha
reliability values and correlation between the variables of the study. The correlations
between the key variables of the study were found significant at less than one percent
level of significance. Further, due to high correlation between both dependent variables,
confirmatory factor analysis (CFA) was employed. The fit indices demonstrated a good
model fit for the hypothesized two-factor model (32/df = 679/165 = 4.1, p<0.001,
CF1=.96, IFI = .96, TLI = .95, GFI = .95 and RMSEA = .048) compared to the single-
factor model (x2/df = 956/166 = 5.76, p<0.001, CFI=.89, IFI = .88, TLI = .86, GFI = .88
and RMSEA = .06). Therefore, we treated service performance and service oriented OCB
as two separate variables as proposed initially. Moreover, reliability values (Cronbach's
Alpha) for manager-HPWS, affective commitment, service performance and service
oriented OCB were .94, .81, .88 and .91 that well qualified the reliability criterion of
above .70 (Nunnally, 1978).
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Table 2: Descriptive Statistics, Scales Reliability and Correlation Results

Variable Mea | SD | Alpha 1 2 3 4 5 6 7
n

poraneh | 1355 | 650 | -

igira”‘)h 1435 |19 | - |

3. Gender - - - .01 .02

4 Age 2070 | 582 | - | .05% | o7x |

> '\H/';\r,‘\‘;‘ger' 302 | 51| 04 | ¥ | 20| o1 | -02

S Affective | 378 | 70 | 81 | .03 | -04 | 05 | 04 | %

rservice | 400 | 65 | 88 | O |20 | -on | on | 37| A

oemvice | 308 | 59 | o1 | o7 |-aae| 02 | -on| ||

Notes. Branch size is in terms of number of employees; Branch age in years;
*p <0.05. ** p <0.01.

4.3 Hypotheses Testing

This study hypothesized that manager-HPWS has positive relationship with service
performance (Hi) and service oriented OCB (H2). Furthermore, this study proposed that
the manager-HPWS and service performance relationship is mediated by affective
commitment (Hs). Finally, this research also hypothesized that the association of
manager-HPWS and employee service oriented OCB is mediated by affective
commitment (H.). All the hypothesized relationships of current study were cross-level
and therefore, the null models for both the outcome variables were tested before
hypotheses testing to identify between-group variance for dependent variables (Mathieu
& Taylor, 2007; Hox, 2010). The results of null models depicted between-group values
(Toor Too+ 6%) as: .33 for service performance (x*> = 1022.18, p<.01) and .34 for service
oriented OCB (y?> = 1041.91, p<.01). These between-group values demonstrated 33%
between-group variance in case of service performance and 34% between-group variance
in case of service oriented OCB (Bryk & Raudenbush, 1992). These findings from the
null models identified that significant variance among bank branches exist in case of
outcome variables (i.e. service performance and service oriented OCB) which justified
hypotheses testing by using hierarchical linear modeling (HLM) instead of conventional
regression analysis through disaggregation of data.

The findings demonstrated in Table 3 (Model 1) highlighted that manager-HPWS is
significantly related (y = .36, p < .01) to the service performance of front line employees,
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thus, supported the first hypothesis of study. These findings indicated that one unit
increase in manager-HPWS would cause .36 units increase in service performance of
front line service employees. Further, the findings presented in Table 4 (Model 1)
depicted that manager-HPWS and service oriented OCB linkage was also found
significant (y = .37, p < .01), thereby generated empirical support for H, of the study.
These results demonstrated that one unit increase in manager-HPWS would cause .37
units increase in service oriented OCB of front line service employees. Collectively, these
results showed that the direct relationship of manager-HPWS with employee service
performance (H) and service oriented OCB (H.) were empirically substantiated. In other
words, the premise of the research got empirical support that HPWS implemented by the
bank branch managers acts as a significant antecedent for employees’ service related
behaviors (service performance and service oriented OCB). These findings revealed that
organizational work practices implemented by branch managers create an environment in
bank branches which enhances and reinforces favorable behaviors of employees while
serving customers. This implemented HPWS not only improves the service performance
behavior of employees as defined by their job description but also encourages them to
exhibit discretionary behaviors more frequently while serving customers. Both of these
behaviors (service performance and service oriented OCB) are considered as significant
determinants of service organizations’ capacity of maximizing service quality.

Further, this study analyzed cross-level mediation relationships (Hs and Hg) as outlined
by Zhang et al., (2009). According to them, for cross-level mediation analysis, level-2
predictor (i.e. manager-HPWS) should be significantly related to the outcome variable at
level-1 (i.e. service performance and service oriented OCB). In the next step, the level-2
predictor (i.e. manager-HPWS) should also be related significantly to level-1 mediating
variable (i.e. affective commitment). At third step, the level-1 mediating variable should
be significantly associated with level-1 outcome variable (i.e. service performance and
service oriented OCB). In the last step, upon entering level-2 predictor (i.e. manager-
HPWS) and level-1 mediator (i.e. affective commitment) in HLM equation
simultaneously, the effects of independent variable either reduces (partial mediation) or
changes to insignificant (full mediation).

In case of testing the mediating effects of affective commitment for manager-HPWS and
service performance linkage, H; of the study already demonstrated that manager-HPWS
was significantly related (y = .36, p < .01) to employee service performance (satisfied
first condition of cross-level mediation). In second step, results shown in Model 2 of
Table 3 highlighted that manager-HPWS was significantly related (y = .35, p < .01) to
affective commitment indicating .35 units increase in affective commitment due to one
unit increase in manager-HPWS. Next, demonstrated in Model 3 of Table 3, affective
commitment was related significantly (y = .36, p < .01) with employee service
performance indicating .36 units increase in service performance because of one unit
increase in affective commitment level of front line employees. In the last, upon entering
manager-HPWS and affective commitment simultaneously in HLM equation, the effects
of manager-HPWS reduced (from y = .36 to y = .31) but remained significant indicating
partial mediation as shown in Model 4 of Table 3. In short, above analysis showed that
manager-HPWS and service performance linkage was partially mediated by affective
commitment (Hz supported). These results reflected that HPWS implemented by bank
branch managers have the capacity to improve the affective commitment level of
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employees which encourages them to demonstrate superior service performance. In other
words, in case of effectively implemented HPWS by branch managers, employees
reciprocate in form of enhanced commitment with their employer which in turn reflected
in their behaviors while serving customers.

Table 3: Hierarchical Linear Modeling (HLM) for Service Performance

Level and | Model1 | Model2 | Model3 | Model4
Intercept 4.00(.03)** | 4.00(.02)** | 3.78(.03)** | 4.00(.03)** | 4.00(.02)**
Level 01
(n=1369)

Gender -.02(.04) .05(.05) -.03(.03) -.03(.04)

Age .01(.02) .03(.03) -.01(.02) -.01(.02)
o oo | astonr
Level 02 (n=323)

Branch Size .05(.04) -01(.04) | .08(.04)* .05(.04)
Branch Age -.03(.02) .01(.02) -.06(.02)** -.03(.02)
'\"Hapn\f‘\?ser' 36(.06)** | .35(.05)** 31(.06)**
Pseudo R? .16 .25 A7 .16
6> .28
T00 14
XZ 1022.18** 829.50** 808.90** 1154.26** 976.52**

Notes.Level-2 = Branch Level; Level-1 = Individual Employee Level; Branch size is in terms of
number of employees; Branch age in years; HPWS = High Performance Work System; Standard
errors are reported in parentheses (); o? represents variance in Level-1 residuals. too represents
variance in Level-2 residuals. Pseudo R? is calculated with the procedure given in Kreft and De
Leeuw (1998).

*p <0.05. **p <0.01.

On the other hand, while testing affective commitment as mediating variable for
manager-HPWS and employee service oriented OCB relationship, H- of the study already
showed that manager-HPWS was significantly associated (y = .37, p < .01) with service
oriented OCB. In the second step, manager-HPWS was also significantly related (y = .35,
p < .01) to the affective commitment, as shown in Model 2 of Table 4, indicating that .35
units increase in affective commitment caused by one unit increase in manager-HPWS.
Further, Model 3 of Table 4 demonstrated that affective commitment was also linked
significantly (y = .35, p < .01) with employee service oriented OCB, third step of cross-
level mediation, indicating .35 units increase in service oriented OCB caused by one unit
increase in affective commitment. Finally, when both the manager-HPWS and affective
commitment were put together in HLM equation, the effects of manager-HPWS reduced
(from y = .37 to y = .23) but remained significant indicating partial mediation. In brief,
the above findings represented that affective commitment partially mediated the relation
of manager-HPWS with service oriented OCB, thus empirically supported H. of this
study. These results revealed that HPWS implemented by bank branch managers
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increases the affective commitment level of employees which encourages them to involve
in discretionary behaviors while serving customers. Saying it differently, in case of
effectively implemented HPWS by branch managers, employees reciprocate in form of
high level of commitment with their employer which in turn reflected in form of
involving in discretionary behaviors while interacting with customers.

Table 4: Hierarchical Linear Modeling (HLM) for Service Oriented OCB

Level and Null
Variables Model Model 1 Model 2 Model 3 Model 4
Intercept 3.98(.02)** | 3.98(.02)** | 3.78(.03)** | 3.98(.02)** | 3.98(.02)**
Level 01
(n=1369)
Gender .04(.04) .05(.04) .03(.03) .03(.03)
Age -.03(.02) 03(.03) | -.04(.02)* | -.04(.02)*
Affective . o
Commitment .35(.04) 34(.04)
Level 02
(n=323)
SizeBr""”Ch 02(03) | -01(04) | .06(04) | .03(.03)
Age Branch -04(.02)* | .02(.02) | -.08(.02)** | -.04(.02)*
Manager' *% *% *%
HPWS .37(.05) .35(.05) 23(.05)
Pseudo R? .10 A2 A7 .20
62 .23
To0 12
e 1041.91** 799.03** 808.89** 1202.52** 975.05**

Notes.Level-2 = Branch Level; Level-1 = Individual Employee Level; Branch size is in terms of
number of employees; Branch age in years; HPWS = High Performance Work System; Standard
errors are reported in parentheses (); o? represents variance in Level-1 residuals. oo represents
variance in Level-2 residuals. Pseudo R? is calculated with the procedure given in Kreft and De
Leeuw (1998).

*p <0.05. ** p <0.01.

5. Discussion of Results

This study was conducted with the aim of examining cross-level relationship of manager-
HPWS with employee service related behaviors (service performance and service
oriented OCB) and mediating effects of affective commitment for these relationships.
First, this study examined the cross-level effects of manager-HPWS on employee service
performance (Hi) and service oriented OCB (H;). Findings of the study empirical
confirmed the positive relationship between manager-HPWS and employee service
related behaviors. These results provide additional support to the results of studies
proposed and empirically tested positive relationship between HPWS and service related
behaviors (Liao & Chuang, 2004; Liao et al., 2009; Imran & Fatima, 2015). These results
are consistent with the findings of previous studies that investigate the effects of
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implemented, instead of intended, HPWS on employee behaviors (e.g. Aryee et al., 2012;
Chuang et al., 2013; Pak & Kim, 2016). These findings of current study revealed that
properly implemented work practices, by bank branch managers, create a positive
environment in the bank branches which encourages front line employees to exhibit more
favorable behaviors towards customers. These findings also supported the argument that
implemented HPWS by line managers, rather than intended HPWS, influence the
attitudes and behaviors of employees (Khilji & Wang, 2006; Nishii & Wright, 2007;
Wright & Nishii, 2013).

Moreover, in response to call for studies examining mediating mechanisms for the
relationship between HPWS and employee behaviors (e.g. Jiang et al., 2013; Boxall et
al., 2016), this study also examined the mediating role of affective commitment for the
relationship between manager-HPWS and employee service related behaviors (Hs and
Hs). Results of the study demonstrated that affective commitment partially mediated both
the relationships between manager-HPWS and (i) service performance and (ii) service
oriented OCB. These findings are consistent with the results of previous studies
examined employee attitudes including job satisfaction, employee engagement and
organizational commitment in between the relationship of HPWS and employee
behaviors (e.g. Nishii et al., 2008; Alfes et al., 2013; Kehoe & Wright, 2013; Riaz, 2015;
Raineri, 2016). However, the results of this study are different from these studies,
mentioned above, in a way that these studies consider perceived HPWS while examining
HPWS-employee outcomes relationship. These results of current study revealed that
effectively implemented HPWS by bank branch managers develops a favorable
environment which enhances commitment level of employees with their employer. These
highly committed employees then demonstrate their attachment with their organizations
in form of superior service performance and also discretionary behaviors while serving
customers. These behaviors of front line employees related to serving customers are
considered important determinants of service quality (Subramony & Pugh, 2015). This
study advances the knowledge relating to HPWS and employee outcomes by linking
implemented HPWS with affective commitment and employee service behaviors. These
findings supported the arguments of the social exchange theory (Blau, 1964) i.e. in return
of socio-emotional and economic benefits received from organizational HR practices,
employees reciprocate in form of enhanced commitment, service performance and
discretionary behaviors while serving customers (Liao & Chuang, 2004; Sun et al., 2007,
Kehoe & Wright, 2013).

The findings of this study added to HPWS and employee outcomes literature in several
ways. For instance, by proposing and empirically testing the cross-level relationship of
manager-HPWS with employees' service related outcomes (service performance and
service oriented OCB) as well as affective commitment as mediating variable for both
relationships in the bank branches operating in Punjab, Pakistan. The study findings
revealed that manager-HPWS was significantly linked with both employee service
performance and employee service oriented OCB. Moreover, the findings also revealed
that affective commitment partially mediated the association of manager-HPWS with
both employee service performance and employee service oriented OCB. Data from
branch managers of 323bank branches and their 1369 front line employees supported our
hypothesized relationships.
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6. Implications of the Study

The results of current research have several implications for literature and practitioners.
Mainly, this study has contributed by examining cross-level relationship between
implemented HPWS, affective commitment, service performance and service oriented
OCB. In Pakistan, hardly any study has used multilevel approach to examine the
relationships among variables conceptualized at two levels of analysis. In specific,
following are theoretical implications drawn from this study. First, researchers have
highlighted that majority of research in this area has been done with organizational and
management perspective while ignoring employees' point of view despite of being
important party to organizational HR systems (Boxall & Macky, 2014; Heffernan &
Dundon, 2016). Therefore, current study advanced the literature by including and
empirically testing employee perspective in HPWS-performance literature. Further, only
a few studies investigated the relationship of HPWS with employee outcomes and
reported inconsistent findings (Van De Voorde et al., 2012). Thus, this study contributed
into the literature around HPWS and employee outcomes by generating empirical
evidence from the banking sector operating in Pakistan. Next, this study has used
implemented, instead of intended, HPWS which is more appropriate and proximal
antecedent of employee outcomes (e.g. Aryee et al., 2012; Chuang et al., 2013; Pak &
Kim, 2016). These findings added to the literature by examining the association of
implemented HPWS with employee outcomes instead of intended HPWS (Nishii &
Wright, 2007). Finally, this study proposed and empirically tested affective commitment
as intermediary mechanism to link manager-HPWS with employees’ service related
outcomes. By doing so, this study added to the debates around the exploration of the
“Black Box” (Guest, 2011; Boxall et al., 2016) in SHRM literature.

This study also has methodological implications. The study has proposed multilevel
conceptual framework and empirically tested it by using HLM. Researchers have
investigated cross-level relationships in SHRM research (e.g. Liao et al., 2009; Aryee et
al.,, 2012; Pak & Kim, 2016) because of the complex nature of HPWS-performance
relationship. However, as far the authors know, no published research in SHRM has used
multilevel approach in case of SHRM research in Pakistan. Therefore, in case of
Pakistan, this study would be proved a trend setter in case of scientific investigations
using multilevel modeling approach in SHRM research specifically and organizational
studies in general.

Along with implications for literature, this research also has important implications for
managers and practitioners in organizations. First, the results of current study have
highlighted that HPWS as implemented by the branch managers in bank branches has the
capacity to influence employees' service related behaviors including employee service
performance and service oriented OCB. These behaviors are considered important
determinants of service quality (Subramony & Pugh, 2015). Next, the findings also
highlighted the role of affective commitment as mediator that transmits the effects of
branch manager's implemented HPWS to service related behaviors of front line
employees working in banks. Furthermore, considering branch managers as the
implementers of organizational intended HR practices, the HR department is required to
work closely with them to ensure proper implementation of organizational HPWS in
order to get maximum benefits for the organization (Purcell & Hutchinson, 2007).
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7. Conclusion

The aims of this study were to examine cross-level effects of manager-HPWS on service
performance and service oriented OCB and mediating role of affective commitment for
these relationships. The findings of this research add into debates regarding the
association of HPWS with employee outcomes where the results of previous studies are
not consistent. This study contributed by empirically testing cross-level proposed model
linking manager-HPWS, affective commitment, service performance and service oriented
OCB in banking sector operating in Punjab, Pakistan. In particular, the results indicated
that HPWS as implemented by branch managers is directly linked with employee service
related behaviors (i.e. service performance and service oriented OCB). Along with this,
the findings also highlighted that affective commitment mediated the relationship of
implemented HPWS with service performance and service oriented OCB. Study results
revealed that effectively implemented HPWS by line managers provides a positive
environment which enhances service related behaviors of the front line employees.
Findings also highlighted that mediating role of affective commitment which transmits
the effects of implemented HPWS to service related behaviors.

7.1 Limitations and Future Research Directions

Like all other scientific investigations, this research also has some limitations that
provide avenues for research in future. First, causality inferences should be drawn with
cautions because of the cross-sectional design of this research. Therefore, future studies
are required to be conducted with longitudinal research design to confirm the causal
relationship among the variables of the study. Next, future researchers are required to
conduct similar research studies in various other cultural and industrial contexts to verify
the findings of the study in different contexts and settings. Furthermore, future
researchers are required to use different sources to obtain data to deal with common
method bias issue. Moreover, future researchers could also investigate the mediating
mechanisms linking the HPWS and employee outcomes relationship by using different
variables and theoretical perspectives such as psychological climate, employee
empowerment theory, and psychological capital and so on to explore the “black box”
issue in SHRM literature. In the last, using multilevel approach, future researchers have
more liberty to investigate HPWS-performance relationship which was ignored
previously due to being limited to just single level of analysis, especially in the case of
Pakistan.
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APPENDIX-I
List of Banks Included in the Study

Sr. No. ‘ Name of Bank
A. Public Sector Banks

1 First Women Bank Limited

2 National Bank of Pakistan

3 Sind Bank

4 Bank of Khyber

5 Bank of Punjab
B. Private Banks

6 Allied Bank

7 Askari Bank

8 Bank Alfalah

9 Bank Al Habib

10 Faysal Bank

11 Habib Bank

12 Habib Metropolitan Bank

13 JS Bank

14 MCB Bank

15 NIB Bank

16 Samba Bank

17 Silk Bank

18 Soneri Bank

19 Standard Chartered Bank

20 Summit Bank

21 United Bank
C. Islamic Banks

22 Al-Baraka Bank

23 Bank Islami

24 Burj Bank

25 Dubai Islamic Bank

26 Meezan Bank
D. Specialized Banks

27 Industrial Development Bank Limited

28 SME Bank Limited

29 The Punjab Provincial Cooperative Bank

30 Zarai Taragiati Bank

Note. Above list follows the categorization made by the State Bank of Pakistan.
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