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ABSTRACT
Keywords: Higher secondary educational institutions are criticized for deteriorating performance.
HRM practices, Service However, rare studies addressed the declining performance because of Inadequate HRM
innovation, Organizational practices, low commitment, and staff incompatibility with emerging technological trends.
commitment, Organizational ~ This study intends to examine the influence of HRM practices on service innovation and
performance, Higher organizational commitment and their subsequent effect on the performance of higher
secondary educational secondary educational institutions. The study also aims to examine the mediational role of
institutions service innovation and organizational commitment. The study also investigates the inter-

relationship of HRM practices, service innovation, organizational commitment, and
Received organizational performance simultaneously in a single model has not been conducted in
17 July 2021 higher secondary educational institutions of Pakistan. This study is descriptive, deductive,
Received in revised form explanatory, and cross-sectional. Data was collected from 372 staff members working in
08 August 2021 higher secondary educational institutions, and SEM was used for data analysis. The findings

signposted that HRM practices have a positive effect on service innovation and

ic;jz;itzoﬂ organizational commitment. On the other hand, HRM practices did not have a significant

direct positive effect on organizational performance. Moreover, service innovation and
*Correspondence: organizational commitment positively affected performance and fully mediated the
shoaib@utb.cz relationship between HRM practices and organizational performance. All the proposed

hypotheses were supported except H3. This study offers significant guidelines for
educational institutions by predicting the influential factors to improve performance. This
study of HRM practices to improve the performance of higher secondary educational
institutions with mediating role of service innovation and organizational commitment is a
unique theoretical contribution. Consideration of service innovation in education is a
noteworthy insight into the literature.
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Better performance of higher secondary educational institutions is indispensable to cover the
enrollment gap at the tertiary level of education (UNESCO, 2018). Moreover, economic growth
is less likely to be possible without a corresponding improvement in the performance of higher
secondary educational institutions as these institutions are responsible for providing a
knowledgeable and skilled workforce to participate in economic activities (Economic Survey
of Pakistan, 2018). In an educational context, better performance is denoted as accomplishing
desired goals, providing quality education, improvement in student competencies, skill
development, better exam scores, modern curriculum, and value-added teaching/learning
methods (Hunter, 2020).

In Pakistan, higher secondary educational institutions face performance issues regarding low
enrollment-to-completion ratio, lack of adequate financial resources, lack of staff training,
higher absenteeism, outdated teaching methods, low commitment, and lack of professional
capabilities (Naviwala, 2016). Perhaps most alarming is the highest number of non-enrolled
students; approximately 22.7 million students are not attending institutions, and this figure
grows up at higher academic ladders (UNESCO, 2018). At the secondary and higher secondary
level, approximately 70% of students are non-enrolled (World Education Services, 2020). The
declining enrollment tendency indicates the poor performance of educational institutions
(Hunter, 2020). Of the enrolled students, 1/3 percent of students cannot successfully meet the
criteria to succeed at the next level, they either fail their higher secondary exam or are unable
to attain critical analytical skills and competencies to pass the entry test for university
enrollment. Moreover, the Board of Intermediate and Secondary Education (BISE) gazette
indicated that students’ pass percentage had been declined up to 59.87 % compared to previous
years, 69.82 % in 2017, and 74.33% in 2016 (BISE, 2018).

Educational institutions' survival and consistent performance depend upon maintaining
excellent quality, value-added service delivery, up-to-date curriculum, and modern teaching
methods (El-Hilali et al., 2015). In an educational context, quality is considered in terms of
stakeholder perceptions, quantifiable outcomes, curriculum design, and conformance to
standards aligned with the requirements of concerned bodies. Human resource is essential for
accomplishing goals and maintaining better performance (ldrus et al., 2018), while goal
accomplishment and quality education are performance determinants that depend upon human
resources and effective human resource management (Awan, 2019). But, the availability of
human resources does not warranty the success of an institution. To attain better performance,
institutions are required to appropriately manage their human asset by executing appropriate
HRM practices (Cameron & Grootenboer, 2020).

UNESCO's (2018) report revealed the deplorable condition of staff management in
Pakistan’s educational institutions, and the situation is grimmer in some parts of Punjab
province (Allui & Sahni, 2016). Besides, a dearth of innovation and outdated teaching methods
hamper students’ capabilities and hurt the performance of institutions (Bryson et al., 2018).
This background information provides a foundation to examine the relationship between HRM
practices and organizational performance of higher secondary educational institutions.
Moreover, this study proposes service innovation and organizational commitment as
mediational constructs.

In Pakistan’s context, the performance of higher secondary educational institutions is an
under-investigated phenomenon. Previously, HRM practices were addressed at university or
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primary levels (Wolf & Lasserre-cortez, 2018). But no study has investigated the influence of
HRM on the performance of higher secondary educational institutions. HRM practices
influence the performance of educational institutions (Manthi et al., 2018) in different
contextual backgrounds; a study in a developing country’s context can offer better
generalizability (Santhanam et al., 2017). Thus, a gap has been observed in the literature that
the present study aims to cover. This study contributes to the literature in different aspects. First,
this study is among pioneers to propose and empirically examine an integrated model that links
HRM practices, service innovation, and organizational commitment with the performance of
higher secondary educational institutions of Punjab, Pakistan. Second, this study enlightened
the prior literature of service innovation by considering radical and incremental aspects of
service innovation in the educational context. Service innovation in education needs further
attention, and devoted emphasis can offer better theoretical and practical performance
contributions (Carvalho & Goodyear, 2018). Third, this study broadens the concept of
organizational performance by measuring subjective aspects of performance in terms of goal
accomplishment, resource management, and external relationship in the educational context.

Theoretical Background

Resource-Based View (RBV) Theory

This study considers the resource-based view perspective from the seminal work of Barney
(1991) and Teece etal. (1997). The central tenet of RBV is the establishment of valuable, rare,
inimitable, and non-substitutable (VRIN) resources to gain differential advantages and better
performance (Takeuchi et al., 2007; Teece, 2007). RBV asserted internal organizational
resources and capabilities as determinants of higher organizational performance by establishing
competitive advantages (Zou & Stan, 1998). It is a strategic process of developing competencies
for allocating and coordinating resources to bring innovation that yields desired outcomes.
Acquisition, development, and best amalgamation of human, tangible, and intellectual
resources enhance the exclusive value (Barney, 1991). RBV paradigm emphasized enhancing
organizational resources, including managerial skills, knowledge, competencies, and staff
commitment to improving performance (Barney, Ketchen & Wright, 2011). Being purely
service sector, educational institutions significantly rely on human resource capabilities, skills,
knowledge, and commitment to survival. To sustain the performance, educational institutions
should utilize human capabilities to offer innovative, competitively unique, and value-added
services. By implementing HRM practices, institutions utilize human, intellectual,
technological resources, employees’ commitment, knowledge, experience, skills, and
capabilities to offer their customers innovative and value-added products/services (Poazi et al.,
2017). Consideration of RBV states that organizational performance is dependent and
significantly influenced by human resources and innovative capabilities to establish a
competitive advantage that yields higher performance (Zawawi et al., 2016). Committed human
capital and service innovation capabilities are sources to add value to the bottom-line yields by
introducing unique products/services, cost efficiency, and quality improvement, consequently
enhancing organizational performance (Tsai & Yang, 2013).
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Conceptual Framework and Hypotheses Development

HRM Practices and Service Innovation

This study used seven HRM practices, recruitment and selection, training and development,
compensation and rewards, performance appraisal management, career planning, employee
involvement, and employment security. A cluster of these HRM practices is emerging and more
influential (Dastmalchian et al., 2020). HRM practices like hiring qualified personnel, skilling,
performance appraisal, career planning, and development opportunities enhanced employees’
positive concerns towards innovation practices (Dede, 2018). Most innovative firms are more
competitive ones. Employment security, employee training with new technologies, and
compensation packages positively influence service organizations' innovation (Diaz-Fernandez
et al., 2017). Reward strategies and recruitment policies significantly influence the attitude
towards innovation, while performance appraisal and career-oriented training programs were
found insufficient predictors of innovation (Aman et al., 2018). The HRM system improves
group innovation by improving individual proactivity. Team-based recruitment, teamwork
training and skilling, team-based performance appraisals, and job rotation at the workplace
reduce barriers to innovation (AL-Tal & Lawrence, 2019). HRM practices influence product
innovation, process innovation, administrative innovation, and technological innovation.
Theoretical underpinnings of HRM practices and service innovations can be enriched by putting
more considerations on radical innovation (Seeck & Diehl, 2017). This study considers radical
and incremental dimensions of service innovation. Thus, we formulate the following
hypothesis:

Hai: HRM practices have a positive effect on service innovation.

HRM Practices and Organizational Commitment

Employees' organizational commitment has been denoted as an intangible outcome of HRM
practices that contribute to retaining the best workforce and utilizing their capabilities up to the
maximum (Wasti et al., 2016). Different HRM has positive contributions to fosterorganizational
commitment among employees (Jawaad et al., 2019). Wasti et al. (2016) believe that better
incentives, training, transparent performance appraisal, and performance-based rewards
promote committed behaviors among employees. Vivid implementation of effective HRM
practices contributes to generating desired committed behavior of employees. The impact of
some HRM practices such as performance-based rewards, information sharing, training
programs, and pay policies is stronger on overall organizational commitment (Aydogan &
Arslan, 2020). Highly motivated, skilled, and satisfied employees are outcomes of
implementing HRM practices that enhance employees’ commitment to their organization and
direct their efforts towards goal accomplishment (Sriviboon & Jermsittiparsert, 2019). Thus,
we formulate the following hypothesis:

H2: HRM practices have a positive effect on organizational commitment.

HRM Practices and Organizational Performance

In the recent decade, the linkage between HRM practices and organizational performance has
been evolved in diverse disciplines. However, due to methodological discrepancies, HRM
practices are not isolated from a contextual perspective (Brito & Oliveira, 2016). Effective
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human resource management and the development of optimal potential are essential for
successful performance. Effective recruitment and retention system potentially influence
employees’ perceptions about organizational performance (Gyurak Babel'ova et al., 2020).
Recruitment and selection, training and development, rewards and compensation, employees’
job involvement, and workplace conditions indicated a positive and significant influence on
organizational performance. However, the impact of recruitment and selection is comparatively
more significant (Jashari & Kutllovci, 2020). Training programs, teamwork orientation,
incentives, performance management, and employment security are significantly positive to
boost the performance of organizations (Omar, Ali, & Masrom, 2020). Thus, we formulate the
following hypothesis:

Hs: HRM practices have a positive effect on organizational performance.

Service Innovation and Organizational Performance

Innovation is one of the most competitive mechanisms and a significant predictor of better
organizational performance (Karakas et al., 2017). Service innovation is a cost-reductive
measure to improve efficiency. Embracing service innovation influenced organizational
performance (Ehrami, 2017). Sethibe and Steyn (2016) revealed that innovation is an essential
determinant to affect organizations' subjective and objective performance. Market innovation,
product innovation, process innovation, and organizational innovation as components of service
innovation influence the financial and non-financial performance of service organizations (Al-
kalouti et al., 2020; Sharma & Bhat, 2020). The present study attempted to investigate the
influence of radical and incremental aspects of service innovation on the higher secondary
educational institution's performance. Thus, we formulate the following hypothesis:

Ha: Service innovation has a positive effect on organizational performance.

Organizational Commitment and Organizational Performance

Organizations develop committed behaviors of human capital to enhance efficiency and
performance (Ebraze et al., 2019). A relationship exists between employees’ organizational
commitment and performance of institutions, and committed workforce contributed to higher
organizational performance (Abebe & Markos, 2016). Organizational commitment of human
resources has been acknowledged as an essential tool to gain excellent performance during the
long run (Bahjat et al., 2017). Peachey, Burton, and Wells (2014) argued that employees' higher
organizational commitment increased their constructive contributions towards better
performance. Employees with a higher level of commitment contribute to maximizing
organizational performance (Princy & Rebeka, 2019). Thus, employees’ commitment to
organizations plays a vital role in the growth and better performance (Mohamud et al., 2018).
Thus, we formulate the following hypothesis:

Hs: Organizational commitment has a positive effect on organizational performance.

Mediating Role of Service Innovation

Innovation in services mediated the relationship between innovation capability and
performance (Rajapathirana & Hui, 2018). Organizations’ differentiation strategy influence
service innovation, enhancing organizational performance (Kaliappen & Hilman, 2014).
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Product innovation, process innovation, market innovation, and organizational innovation exert
mediational influence on the relationship between innovation capability and organizations’
innovation performance. Innovation is a predictor of market-related organizational performance
and fully mediates the influence of employee creativity on performance (Do et al., 2018).
Nataya and Sutanto (2018) examined service innovation as a mediator between product
innovation and performance, Findings revealed that service innovation partially mediates the
relationship between HRM practices and sustainable organizational performance (Ferreira et
al., 2021; Rasool et al., 2019). Thus, we formulate the following hypothesis:

He: Service innovation mediates the relationship between HRM practices and organizational
performance.

The Mediating Role of Organizational Commitment

Organizational commitment is essential to improve organizational performance. Fair rewards,
transparent performance appraisal, understanding employees’ problems, and offering possible
solutions are tactics to create bonding with employees. In response, employees tend to stay with
the organization and steadfastly put efforts into better organizational performance (Ehijiele,
2018). Affective commitment exerts a mediational impact on the relationship between HRM
practices and workplace learning (Khandakar, Alam & Pangil, 2020). By executing well-
defined HRM practices, organizations can enhance employees’ level of commitment, which
leads to better organizational performance (Luna-Arocas & Lara, 2020). Recruitment, training
and development, performance management, rewards, and employee retention strongly
influence organizational commitment that ultimately boosts organizational performance
(Kumari & Dubey, 2018). Thus, we formulate the following hypothesis:

H7: Organizational commitment mediates the relationship between HRM practices and
organizational performance.

Methodology

Research settings

Private higher secondary educational institutions’ employees are selected as the setting of this
study for several reasons. Private higher secondary educational institutions are flourishing in
Pakistan, meanwhile criticized for their deteriorating performance and lack of conformance to
quality standards of education (Amir et al., 2020). Of total 5,130 higher secondary institutions
in Pakistan, 61% (3,133) are private institutions. Overall, 51% of staff work in private
educational institutions, while 49% of staff work in the private sector (Pakistan Education
Statistics, 2018). Moreover, an increased enrollment trend has been observed in private
institutions at the higher secondary level. Furthermore, private institutions are in the constant
competition thus need to improve their performance for survival and growth. Private institutions
are more accountable for performance than public institutions to secure the desired market share
as the admissions for the next session largely depend on the previous year's performance.
Private institutions are in a position to embrace service innovation because of less structural
complexities. Thus, conferring to the objectives of this study, collecting data from the staff of
private higher secondary educational institutions would be a more suitable approach.
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Sampling Technique and Survey Procedure

The multistage sampling technique was used to collect data from employees. The multistage
sampling technique is appropriate when the target population is too vast or spread over a wide
geographic area (Etikan & Bala, 2017). Punjab province has been selected in this study to
collect data from respondents because it is the largest province with a 52.95% population.
Moreover, the Punjab province has more educational institutions than other provinces (BISE,
2018; PHEC, 2019). First, three clusters (Zones) were developed based on geographical
regions. Each zone contained three divisions, a total of nine divisions (sub-clusters). Those nine
divisions were segregated into 36 districts (Pakistan Bureau of Statistics, 2017). At the next
stage, from each division, one district was randomly selected as the final clusters. Finally, three
private higher secondary educational institutions were randomly selected from each district, 27
institutions were randomly selected from nine districts.

A total of 372 questionnaires were distributed, and 340 were returned with a 91.58%
response rate. In educational research, up to 80% response rate is appropriate (Fincham, 2008).
Before the actual survey, a pre-test was conducted by three expert academicians to ensure the
appropriateness of measuring instruments by assessing face validity, content validity, wording,
formate, and other related aspects (Howard, 2018). Moreover, a declared participant pre-test
was conducted with 30 respondents to ensure that the survey instrument has been interpreted
similarly by the researcher and participants (Perneger et al., 2015). Finally, a pilot test was
performed with 120 respondents to validate the instrument and ensure internal consistency. On
pilot test data, exploratory factor analysis was conducted, and principal component analysis
(PCA) with Varimax rotation technique was performed for all the dimensions of respective
instrument. PCA with varimax rotation was performed for 14 items of organizational
performance, and three factors were extracted with eigenvalue more than 1, explaining 69.410%
of the total variance. In the HRM practices instrument, PCA with varimax rotation was
performed for recruitment and selection dimension, two factors explain 71.285% of the total
variance. Total variance explained for training and development, performance appraisal
managemen, carrer planning, employee involvelement, employment security, and
compensation and rewards were 75.794%, 75.103%, 70.866%, 64.631%, 71.801% and
67.204%, respectively. PCA with varimax rotation was performed for two dimensions of
service innovationb namely incremental and radical innovation, total variance explained
78.116% and 84.838%, respectively. Total variance explained for organizational commitment
dimensions; affective, continuance and normative commitment was explained 62.078%,
63.841% and 78.841%, respectively. Initially, 14 items were taken for organizational
performace, 6 items were dropped during EFA process. From 40 initially taken items of HRM
practoiices, 31 items were retained while 9 items were eliminated in EFA. For organizational
commitment from 18 initially taken items, one item was dropped during EFA process.

Instruments

The multi-item measuring scale for the constructs was adapted from the literature.The
constructs were measured on a 10-point interval rating scale ranging from 1 (strongly disagree)
to 10 (strongly agree). The organizational performance instrument was adapted from the work
of Quansah (2013). Initially, 14 items were employed whereas, six items were deleted during
exploratory factor analysis. The remaining eight items were used in the final survey. The
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organizational commitment questionnaire developed by Allen and Meyer (1990) was employed
to measure the commitment construct. Initially, the scale comprised 18 items; one item was
eliminated during exploratory factor analysis, and the remaining seventeen items were used for
the final survey. HRM practices instrument was adapted from the work of Quansah (2013).
Initially, the instrument comprised 40 items. After the pilot test and exploratory factor analysis,
nine items were eliminated due to low factor loading, and 31 items were retained to conduct the
final study. The service innovation scale was adapted from Cheng and Krumwiede (2012),
consisting of two dimensions: radical and incremental innovation, entailing three items each.
For the internal consistency of the instrument, Cronbach’s alpha was computed. Results of the

KMO and Bartlett test of Suphericity and Cronbach alpha values are presented in Table 1.
Table 1
Results of KMO, Bartlett’s Test and Cronbach Alpha

No Construct Dimensions KMO Bartlett’s P-value Cronbach Alpha
1 HRM Practices Recruitment & Selection .79 .00 .80
Training & Development .75 .00 72
Performance Appraisal a7 .00 .82
Career Planning .83 .00 .76
Employee Involvement .74 .00 .72
Employment Security .83 .00 .80
Compensation & Rewards .83 .00 .87
2 Organizational Performance .85 .00 .85
3 Service Innovation Radical Innovation .73 .00 .89
Incremental Innovation 71 .00 .82
4 Organizational Commitment Affective Commitment .81 .00 .79
Continuance Commitment 77 .00 .84
Normative Commitment 91 .00 .86

Respondents’ demographic

Respondents’ demographic details are presented in Table 2. Of total 340 respondents, 56.2%
(191) were male, and 43.8% (149) were female participants. In age consideration, most
respondents (N = 100, 29.4%) resided in the age group of 46-55 years. The maximum number
of respondents (N = 227, 66.8%) were M.Phil qualified, while 101 (29.7%) respondents had a
Master's degree. Furthermore, 77 respondents had 3 to 10 years of experience. Majority of
respondents (N =113, 33.2%) earned between PKR 41,000 to 55,000. Permanent staff members
comprised 85%, while maximum respondents (89.7 %) belonged to an academic department.
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No Respondents Profile (N = 340) f %
1 Gender
Male 191 56.2
Female 149 43.8
Total 340 100
2 Age in years
Below 25 36 10.6
26-35 61 17.9
36-45 93 27.4
46-55 100 29.4
Above 55 50 14.7
Total 340 100
3 Qualification
Graduation 4 1.2
Masters 101 29.7
M.Phil. 227 66.8
PhD 8 24
Total 340 100
4 Experience
Less than 2 years 57 16.8
3-10 years 7 22.6
11-20 years 121 35.6
21-30 years 72 21.2
Above 30 years 13 3.8
Total 340 100
5 Income in rupees
Below 25,000 15 44
26,000 to 40,000 67 19.7
41,000 to 55,000 113 33.2
56,000 to 70,000 98 28.8
Above 70,000 47 13.8
Total 340 100
6 Job
Permanent 289 .85
On contract base 51 .15
Total 340 100
7 Department
Administrative staff 35 10.3
Academic staff 305 89.7
Total 340 100
8 Training
Yes 316 92.9
No 24 7.1
Total 340 100

Common Method Variance
Common Method Variance (CMV) bias may arise due to utilizing self-reported data collection
measures from the same respondent group (Podsakoff et al., 2012). In this study, the potential
existence of CMV was examined with Harman’s single-factor method to investigate whether a
single factor was accountable for variance in the data. Overall, CMV analysis indicated that the
11 distinct factors accounted for 79.407% of the total variance. However, the first unrotated
factor detained only 46.029% variance in the data. Hence, results indicated that common
method variance did not influence the results of the analysis.
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Analysis and Results

Measurement Model

SEM is used for data analysis. First, the latent constructs were validated through CFA and then
executed path analysis in the structural model. The unidimensionality, validity, and reliability
of measurement models in CFA were confirmed (Asnawi et al., 2019). Construct validity was
assessed through model fitness indices. A good model fit required RMSEA < .08, TLI, NFlI,
CFI, GFI > .90 with p-value < .005. Measurement model ensured model fitness by obtaining
good fitness scores of y2 (188/202.848), x2/df = 1.07, p-value < .005, RMSEA = .061, CFI =
.93, TLI = .98, NFI = .91 and GFI = .98. All the obtained values were acceptable and met the
threshold (Hair et al., 2014). Convergent validity was assessed through AVE, and reliability
was confirmed by calculating CR. To ensure unidimensionality, all the factor loadings should
be greater than .60, while AVE > .50 and CR > .60 indicate statistical significance (Hair et al.,
2014). Factor loadings, CR, and AVE values are presented in Table 3.

Table 3
Factor loadings, AVE and CR values
Construct Dimensions Sub-dimensions Items Factor Loading CR (> .60) AVE (> .50)
HRM Practices Recruitment & Eligibility EL1 172 .88 .55
Selection EL2 76
Procedure PR1 .70
PR2 .80
PR3 74
PR4 73
Training & Initiation INI1 71 .86 .52
Development INI2 74
Practical PT1 .70
PT2 .66
PT3 .76
PT4 .76
Performance Input 1P1 .80 .89 .64
Appraisal P2 83
Management 1P3 82
Retention Strategy RS1 .79
RS2 .76
Career Planning Responsible RE1 .82 .87 .59
RE2 .79
RE3 .76
Growth GR1 .79
GR2 72
Employee Ell .84 .89 .73
Involvement EI2 87
EI3 .86
Employment ES1 .80 .86 .76
Security ES2 94
Compensation & CR1 .69 .80 .52
Rewards CR2 71
CR3 71
CR4 74
Service Innovation Radical innovation RAD1 .80 .85 .66
RAD2 .83
RAD3 .82
Incremental innovation INC1 .75 .80 .58

INC2 .79
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INC3 .75
Organizational Affective commitment AFC1 .64 .78 .54
Commitment AFC2 66
AFC3 .73
AFC4 .83
AFC5 .82
Continuance commitment CNC1 .65 .86 .51
CNC2 71
CNC3 71
CNC4 .78
CNC5 .72
CNC6 .72
Normative commitment NOC1 .79 .89 .59
NOC2 .81
NOC3 .82
NOC4 74
NOC5 74
NOC6 .73
Organizational Goal Attainment GAT1 81 .86 .67
Performance GAT?2 83
GAT3 .82
Resources management RES1 .78 .75 .60
RES2 .78
External Relations EXR1 .78 .86 .69
EXR2 .86
EXR3 .85

The measurement model of this study is complicated, constructs are higher-order with a
certain number of dimensions, sub-dimensions, and measuring items. According to the
recommendation of Awang (2015), individual CFA was executed for HRM practices, service
innovation, organizational commitment, and organizational performance, and higher-order
constructs were simplified through the item parceling process. Sixty-two items of four
constructs were parcelled into fifteen representative components (Matsunaga, 2008). Those
parcelled items were combined to performed pooled-CFA. Fator loading, AVE, and CR values
of pooled measurement model are presented in Table 4.

Table 4
AVE and CR of Parceled Constructs in Pooled Measurement Model
No Construct Item Factor Loading CR (above 0.6) AVE (above 0.5)
1 HRM Practices Recruitment and Selection .83 91 .59
Training and development .62
Performance appraisal management .69
Career planning .83
Employment Security .78
Compensation and rewards .84
Employee Involvement .86
2 Service Innovation Radical .81 .79 .65
Incremental .81
3 Organizational Affective .81 17 .53
Commitment Continuance .81
Normative .65
4 Organizational Goal attainment .66 .80 .58
performance Resources a7
External relationship .85
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Discriminant validity was calculated by taking the square root of AVE. The level of
correlation among constructs of the measurement model less than .85 ensured the problem of
multicollinearity and redundant items do not exist (Hair et al., 2014). Table 5 presents the
discriminant validity of the model.

Table 5
Summary of Discriminant Validity Index
Construct HRM Practices Service Innovation  Organizational Commitment  Organizational Performance
HRM Practices 77
Service Innovation 43 .81
Organizational Commitment .48 .53 .73
Organizational Performance .55 .67 172 .76

Structural Model

Structural model analysis was performed to compute regressions paths and standardized
regression weights. The value of R? is .78, which indicates that 78% of organizational
performance could be attained by HRM practices, service innovation, and organizational
commitment. Fitness index of structural model are also acceptable (y2/df = 2.0, p < .005,
RMSEA = .78, CFl = .94, TLI = .92, NFI = .98, GFI = .96). Results of the structural model
indicated that the structure of the proposed model adequately describes relationships among
constructs (Hair et al., 2014).

Hypothesis Testing

SEM technique was used to test the hypotheses. Hypotheses Hi-Hs examine the direct causal
relationship, while He and H7 examine the mediational influence. HRM practices had positive
effects on service innovation (Hz1) (B = .59, p = .001). HRM practices had a positive effect on
organizational commitment (H2) (B = .59, p = .001). HRM practices did not have a positive
influence on organizational performance (p = .12, p = .07). Effect of service innovation (§ =
.33, p =.001) and organizational commitment ( = .64, p =.001) on organizational performance
is statistically positive. Hy, Hz, H4, and Hs are supported while Hz is not supported as presented
in Table 5.

Mediation Effect

Bootstrapping Maximum Likelihood Estimation (MLE) method with 1000 bootstrap samples
and 95% confidence interval was used to examine the mediational effect of service innovation
and organizational commitment. As presented in Table 6, the indirect effect of (HRM practices
-> service innovation > organizational performance) revealed was positively significant
(.59*.33; B = .20, p < .001). Whereas the direct effects of (HRM practices = organizational
performance) were not significant (B = .12, p = .07). Thus, Hs is supported, and service
innovation fully mediates the effect of HRM practices on organizational performance. The
indirect effect of HRM practices, organizational commitment, and organizational performance
was positively significant (.59*.64, B = .38, p <.001), while beta value of direct effect was not
positively significant (B = .12, p =.07). Hy is supported, and organizational commitment act as
a full mediator.
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Table 6

Results of Hypotheses Test
Construct Path Construct B SE Critical Region p Decision
Service Innovation < HRM Practices .59 .07 7.62 .000 Supported
Organizational commitment < HRM Practices .59 .07 7.83 .000 Supported
Organizational Performance < HRM Practices 12 .06 1.79 .07 Not Supported
Organizational Performance < Service Innovation .33 .05 6.22 .000 Supported
Organizational Performance < Organizational Commitment .64 .07 8.37 .000 Supported

Discussions

Results indicated that seven considered HRM practices (recruitment and selection, training and
development, performance appraisal management, compensation and rewards, career planning,
employee involvement, and employment security) predictor of service innovation. Execution
of HRM practices facilitates the educational institutions to introduce and implement radical as
well as incremental innovation. The fundamental assumption in the relationship of HRM and
service innovation is that innovation is the first and foremost a human phenomenon (Kianto,
Séenz, & Aramburu, 2017). In service organizations, the human resource and service provision
process are inseparable. Implementation of HRM practices enhances employees’ existing
knowledge, capabilities, skills and encourages their participation with unique ideas essential to
bring radical and incremental innovation in the services organizations (Mazzei, Flynn, &
Haynie, 2016). Second, findings indicated that HRM practices statistically influence the
organizational commitment of higher secondary educational institutions. This result is
consistent with Metwally’s (2016) findings, which concluded that HRM practices are positively
linked with affective, normative, and continuance organizational commitment. Third,
organizational commitment and service innovation positively influence the organizational
performance of educational institutions. These findings are similar to the results of Kassaw and
Golga (2019). Fourth, the unique outcome of the present study is that HRM practices do not
significantly influence organizational performance. In higher educational institutions,
recruitment and selection practices are mostly inadequate to contribute to higher performance.
Reward systems and performance appraisal management and did not assure higher motivation
to perform better. HRM practices influence organizational performance through the mediational
role of service innovation and organizational commitment.

Theoretical Contributions

The primary contribution of this study is the development of an integrated model that links
HRM practices, service innovation, organizational commitment, and performance in private
higher secondary educational institutions of Punjab, Pakistan. Organizational performance was
measured with the dimensions of goal accomplishment, resource management, and external
relationships. These dimensions have not been previously considered to evaluate the
performance of educational institutions, specifically in the context of private higher secondary
educational institutions of Punjab, Pakistan. This study contributed to the body of knowledge
by providing insights about the mediational role of service innovation and organizational
commitment that has not been examined before in the context of higher secondary educational
institutions. Lastly, the notable contribution of this study is to examine the role of service
innovation in the educational context. Consideration of service innovation in the education
sector warrant better solutions to performance issues and offer valued theoretical and
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methodological insights to the innovation and organizational literature (Carvalho & Goodyear,
2018).

Practical Contributions

The findings of this study lend valuable insights to the education sector in general and the higher
secondary educational institutions in particular. Institutions should work on the quality of their
academic staff by executing appropriate HRM practices to enhance performance. Moreover,
findings asserted that upgrading service offerings and delivery processes through the
embracement of service innovation could improve the performance of educational institutions.
With the advent of globalization, the world is rapidly changing, so are technological trends.
Correspondingly, service innovation has become imperative and challenging for educational
institutions. This disruptive approach demands continuous incremental and radical changes to
improve service quality, ensure excellence, target new customer groups and satisfy the
stakeholders.

Limitations and Recommendations

This study has some limitations. Firstly, the scope of this study is limited as it considered the
influence of HRM practices, service innovation, and organizational commitment on the
performance of private higher secondary educational institutions of Pakistan. Secondly, data
was collected from private institutions located in nine districts of Punjab province. Therefore,
the generalizability of this study in a methodological context might be limited. Thirdly, due to
time and budgetary constraints, this study is cross-sectional. Although the findings of this study
disclose an insignificant direct effect of HRM practices on organizational performance, a
longitudinal study can be conducted to gain better insights into the impact of HRM practices
on organizational performance over a longer period. Conferring to service innovation with
incremental and radical aspects, the concept of market innovation and organizational innovation
could also be considered, and their effect on organizational performance should be examined.
Particularly the impact of marketing innovation on performance needs to be assessed in services
and non-profit organizations.
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