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Exploring the Linkages between High Performance Work Systems and Organizational 
Performance: the Role of Relational Coordination in the Banking Sector of Pakistan 

This study sets out to determine the process through which high performance work systems 
(HPWS) affect organizational performance. Previous research in the field of HRM has 
mainly supported the view that properly designed high performance work systems can 
enhance organizational performance (e.g. Delery and Doty, 1996; Combs et al. 2006).  There 
is a growing debate, however, with regard to understanding the process through which this 
HPWS influence takes place (Wright and Boswell, 2002; Boselie at al. 2005; Paauwe et al. 
2012). Encouraged by considerable information on statistical associations between HPWS 
and improved organizational performance, researchers have shifted the focus towards 
understanding the “mechanism” linking HPWS and organizational performance (Guest, 2011; 
Boxall, 2012). This study also focuses on this area of research by examining the mediating 
role of relational coordination among employees.  In general, researchers have highlighted 
the significance of the quality of HPWS implementation and its impact on performance from 
organizational perspectives. This study examines the effects of HPWS on performance from 
the perspectives of employees regarding their reactions to the implemented high performance 
work systems in the workplace (Liao et al. 2009).  

Previous studies in the HPWS literature have largely focused on the potential of high 
performance work practices to influence employee knowledge and skills, commitment and 
the opportunities to express their capabilities in job performance (Appelbaum et al. 2000). 
The theory of relational coordination assumes that the high performance work practices are 
focused mainly on strengthening relationships between employees (Gittell et al. 2008). It is 
suggested that the relationships among the participants are highly important for jobs that 
require greater coordination. This theory also assumes that the HR practices connect 
employees directly with each other to foster relational coordination among them.  This is 
reflected in the timeliness, frequency, accuracy, and problem-solving nature of 
communication ties and the extent to which these relationships are distinguished by shared 
knowledge, shared goals, and mutual respect (Gittell, 2000; 2009). 

Based on the theory of relational coordination, this study tested a model that examines the 
linkages and intervening mechanism through which HPWS influence organizational 
performance in highly interdependent work settings (Gittell et al. 2010). First, this study 
determined the extent to which HPWS predicts relational coordination among employees at 
individual and functional levels. Second, this study examined the relationships between 
HPWS and various performance outcomes at the unit or workplace level. Third, following the 
theory of relational coordination, this study tested relational coordination among employees 
as a path way through which HPWS influences branch level performance outcomes.   

This research has been conducted in the banking sector of Pakistan. The study setting was 
considered appropriate for the vital reasons of different levels of employees and variations in 
their exposure to high performance work practices.  A large bank with a nationwide branch 
network of more than 1300 branches was selected for this study. The bank branches are 
similar in terms of size, technology, and organisational structure. It also provides identical 
services and has the same formal policy on HPWS for all employees. Together, these features 
provided an appropriate base for examining the HPWS and performance relationship through 
employees’ perspectives in service context.  

This study used a sampling frame of managers and all officer cadre employees working in 
operations, credit, and cash functions of the bank branch. The jobs of these employees are 



mostly common across all designated branches of the bank. Therefore, employees in these 
officer cadres have a certain level of exposure and are in a better position to provide accurate 
information about the use of HPWS. Prior approvals were solicited from the bank’s head 
office and from the regional offices involved in the study. The survey was administered in 
English to managers and officers in operations, credit, and cash functions at each branch. In 
total, 3500 questionnaires were personally distributed among employees in 340 sample 
branches.  Of these, 2280 were returned. Two separate questionnaires were developed for the 
managers and officers to seek their perceptions about the extent of HPWS and the degree of 
relational coordination among various functions in the branch. Just over half (55%) of the 
received questionnaires were completely filled for the HPWS and relational coordination 
sections.   Branch performance measures were collected six months following the survey. 

Primary data was gathered in the form of managers’ and employees’ perceptions about the 
extent of HPWS and relational coordination among employees. Performance measures were 
obtained from regional offices, and in some cases main branches provided summarised 
financial reports from secondary sources. The initial sample consisted of 340 branches 
selected through a random sample of 45%.  Of these, 218 branches provided usable data on 
the extent of HPWS and relational coordination among employees, a response rate of 64%. 
Branches were only included in the final analysis if they provided matched data on the extent 
of HPWS, relational coordination and performance outcomes. Among the sample branches, 
120 provided branch-level performance data that matched the eligibility criteria of analysis, a 
response rate of 55%. 

Preliminary results of the multiple regression analysis have revealed that the extent of HPWS 
predicted relational coordination among employees at individual, functional and unit levels. 
The study has shown that there were significant differences between managerial and non-
managerial employees’ perspectives of HPWS. There were also significant variations in 
employee perspectives of relational coordination among employees of different functions and 
among employees of the same functions.   At the functional level, it was found that 
employees in credit and operations functions have higher relational coordination than 
employees in the cash function. 

The analysis suggests that the extent of HPWS was significantly related to branch-level 
performance in the Pakistani banking sector.  Results have shown that HPWS was 
significantly related to performance in terms of branch deposits, advances, and overall 
profitability. In terms of the linkages between relational coordination and performance, the 
findings suggested that relational coordination among employees was positively associated 
with various performance outcomes at the unit level. One of the more significant findings 
emerged from this study is that relational coordination partially mediated the relationships 
between HPWS and branch level performance. Consequently, the extent of HPWS was 
significantly related to branch growth in deposits, growth in advances, branch advances to 
deposits, and growth in profit through the mediation of relational coordination among 
employees.  

It is hoped to develop this initial analysis in such a way that it contributes to the literature on 
HPWS and performance, showing how relational co-ordination might help explain the 
process through which the two things are linked.  The main findings indicated that there is a 
disconnection between managerial and non-managerial employees’ perspectives regarding 
the extent of HPWS and relational coordination. The substantial variance in the extent of 
HPWS and relational coordination among various groups of employees—both within and 
between functions--provides support for the arguments that employees may experience and 



interpret an identical set of HPWS differently (Liao et al. 2009). These findings present 
empirical support for the previous research of Guzzo and Noonan (1994) and Bowen and 
Ostroff (2004), who argued that employees may experience and perceive the same set of 
HPWS differently. The findings of current study are also consistent with those of Gittell et al. 
(2010), who found that allowing HPWS to foster relational coordination comprises one 
practicable path for achieving improved organizational performance.            

The study will also be developed so as to bring out the implications for managers, bank 
management and HR professionals. This study suggests that as important stakeholders, both 
managers and employees should be engaged in the design of HPWS and the plans for 
achieving relational coordination among employees. Especially, branch managers can 
provide an essential input into the design of HPWS to make sure processes are better suited to 
help employees accomplish functional objectives and set up effective achievement of the firm 
strategy. The findings also suggested that a coordinated approach to HPWS on the part of 
management would lead to higher levels of performance (Gittell, 2001; 2006). The study has 
shown that the degree of relational coordination accounted for by the effects of HPWS on 
performance suggests that HR professionals will need to work more closely with branch 
managers and employees to develop greater levels of relational coordination among 
employees both within and between functions. 
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