
907 
 
 

Indus Journal of Social Sciences 

                                 Online ISSN: 2960-219X 

                                 Print ISSN: 2960-2203 

                                       Volume 3, Number 1, 2025, Pages 907 – 918 

                                   Journal Home Page 

                                 https://induspublishers.com/IJSS/about    

 

 

 

 

The relationship between Financial Management Practices, Operational 

Efficiency and Organizational Performance in the Service sector of 

Pakistan 

Anwar Hussain Noorani
1
, Faiz Ali

2
, Sayeed Sabir Ali

3
 & Muhammad Ilyas

4 

1
Visiting Lecturer, Business Administration, Public School and College Skardu, Pakistan,  

Email: nooranibalti50@gmail.com 
2
Lecturer, University of Baltistan, Skardu, Pakistan, Email: faiz.ali@uobs.edu.pk 

3
MPhil Scholar, Quaid-i-Azam University/ Quaid-i-Azam School of Management Sciences, Pakistan,  

Email: syedsabirkazmi786@gmail.com 
4
Student BS Economic & Finance, School of economics and Finance, International Islamic University Islamabad, 

Email: muhammadilyas2021@gmail.com 

ARTICLE INFO ABSTRACT 

Article History: 
Received: February 11, 2025 
Revised: March 16, 2025 
Accepted: March 18, 2025 

Available Online: March 19, 2025 

  
Keywords: 

Financial Assessment, Operational 
Efficiency, Organizational Performance, 
Baltistan Gilgit-Baltistan Pakistan 
 

Purpose – This study tries to study the position of operational 

performance as a mediator within the dating between 

organizational overall performance and economic control 

practices. 

Design/methodology/approach – Data from 100 participants 

across 15 Banking Sector institutions in the Baltistan Region of 

Gilgit-Baltistan, Pakistan, were analyzed. The dimensions and 

validity of the research variables were assessed by regression 

analysis. 

Findings – The results recommend that monetary management 

Practices are vital for the prediction of Organizational 

performance. The relationship between organizational success 

and financial management methods is improved by operational 

efficiency. 

Research limitations/implications – The data were limited to a 

cross-sectional design in the Baltistan context, which may render 

it less appropriate for generalization throughout Pakistan. 

moreover, the pattern length is particularly smaller; but, the 

effects aren't adversely affected. 

Originality/value – The significance and distinctiveness of this 

study are derived from the current absence of research in 

Pakistan regarding the role of Financial Management Practices 

in improving Operational Efficiency. In this investigation, the 

impact of operational efficiency on the correlation between 

organizational performance and financial management practices 

is extensively investigated. 
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Introduction 

The service sector finds it difficult to convey unique value propositions and utilize potential 

synergies, which complicates attracting students, creating partnerships, and sustaining long-term 

financial stability (Mlambo et al., 2017). Numerous service sectors, especially in developing 

nations like South Africa, encounter significant resource limitations (Mohamed, 2020). 

Collaborations can provide access to infrastructure, specialized expertise, and additional financing 

that may be difficult for individual institutions to obtain independently (Brooks et al., 2012). 

Companies may offer their consumers more comprehensive and enhanced services by intentionally 

consolidating their resources. Businesses encounter both advantages and obstacles as technology 

continues to evolve rapidly (Gopalan, 2016). 

Effective management of financial resources is essential for a company's competitiveness 

(Khokhlova G et al., 2019). Financial state is defined by other scholars as "the condition of capital 

during its circulation and the entity's capacity for self-development at a specific moment" 

(Savitskaya G V 2016). The primary objective of the investigation is to assess the efficacy of 

financial resource consumption in determining the necessity of adjusting their quantity, despite the 

fact that there are numerous methods for defining financial condition. Kretova et al. (2017) 

contend that a financially solid firm possesses a competitive edge in recruiting investments, 

securing loans, and choosing suppliers and customers. 

Financial management plays a crucial role in ensuring the effective operation of the services sector 

globally. In recent years, effective financial management in the service sector has become 

increasingly evident. There are several important obstacles in the service industry, including: 

Limited resources, rising prices, and essential to provide a diverse population of high quality 

services (Mosadhrad, 2015). Companies are always obligated to develop financial management 

strategies and implement and modify them promptly to improve their financial performance and 

skills, while simultaneously reducing risk (Erambo et al., 2016). Performance improves with 

increased commitment to implementing financial management standards (Coleman and Cohn, 

2017). Technology is extremely important for this optimization, offering equipment and structures 

that optimize operations and growth productiveness (Porter and Heppelmann, 2015). 

Numerous studies have demonstrated that a firm's operational efficiency is enhanced by 

interpersonal and inter firm, interactions, which are further enhanced by information technology 

and online information capabilities (Johnson et al., 2007; Vaidyanathan and Devaraj, 2008). 

Resources pertaining to knowledge sharing procedures and connections are operationally 

sophisticated, socially complex, and disuntive Johnson et al., 2007), hence conferring a 

competitive advantage. Wade and Holland (2004) posited that a firm's information capabilities 

facilitate the establishment of competitive advantages by facilitating the development of 

encompassing capabilities and outside-in capabilities. Outside-in talents are characterized by the 

development of business acumen and networks that are externally focused, with a focus on the 

understanding of competitive environments, the gratification of consumer requirements, and the 

foresight of market trends. Spanning capabilities involve the synchronization of information both 

internally and externally, thereby bridging the conventional knowledge gaps that exist within 

organizations, within divisions, and throughout the supply chain.  

Financial management practices are crucial for enhancing an organization's efficiency and 

effectiveness. While it is widely recognized that sound financial management is linked to better 

business outcomes, the exact ways in which these practices influence performance are still not 
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fully understood. Most studies on how small businesses manage their finances have been 

conducted in developed countries. However, there is a lack of research focused on small 

businesses in regions like West Africa. Financial management techniques have been shown to 

significantly affect the success of small businesses, helping them become more competitive and 

perform better (Mwangi & Biruda, 2015). 

This study adds a lot to what is already known about the subject in a lot of different ways. It gives 

ideas for fixing problems with how well organizations work in growing countries like Pakistan. 

The study looked into how the way money is managed affects the performance of a company. 

Further, we used structures management concept (Khan et al., 2022; Yoon and Kuchinke, 2005) 

when it comes to resource based view idea (RBV) (Zhang et al., 2021). The correlation amongst 

organizational effectiveness, operational efficiency, and monetary management in Pakistan stays 

unexamined. 

 

  

 

  

 

 

 

 

 

Figure 1: Research Model 

Literature Review 

Financial Management Practices 

Financial management is essential to ensure effective monetary oversight (Coleman and Cole, 

2017). Exceptional organizations must effectively manage their finances to ensure sustainability 

(Wawera prad Hagugi, 2014) Financial management techniques are a collection of predetermined 

procedures that are designed to oversee financial reporting, planning, and other business-related 

activities (Ahmed and Mwangi). Financial management solutions are essential for the purpose of 

facilitating informed financial decisions and administering financial resources (Dwangu and 

Mahlangu, 2021). Numerous authors (Alles et al., 2021) assert that asset management, capital 

budgeting, and working capital management are components of financial management techniques. 

Effective handling of working capital is important for a business's finances and a key part of its 

ability to make money and be successful (Louw et al., 2022; Ma et al., 2022; Hanif et al., 2024; 

Zhu et al., 2024; Sibt-e-Ali et al., 2025). Capital planning is an important part of managing money 

and is needed to choose which purchases to make in capital (Ross et al., 2016). In order to 

facilitate decision-making, asset management consolidates superior asset information from 

multiple sources (Abdirad and Dossick, 2020). Companies profitability and financial stability are 

enhanced by financial management solutions (Deakins et al.. 2018). Sufficient cash flow 

generation is guaranteed by effective financial management practices (Deakins et al, 2018). 
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Operational Efficiency 

Operational efficiency denotes to the capacity of a company to maintain a product or service in the 

cheapest way, while simultaneously maintaining a high quality standard. To accomplish this, it is 

necessary to optimize processes, minimize waste, and enhance resource use. Technology is 

extremely important for this optimization, as long as tools and systems that optimize operations 

and increase productivity (Porter and Heppelmann, 2015). Improving operational efficiency is a 

vital goal for businesses globally, and Nigerian companies are included in this trend. In a swiftly 

changing global marketplace, the ability to effectively utilize technology can influence a firm's 

competitive advantage and long-lasting viability (Lee, 2024, Pöhler, Diepold and Wallach, 2024). 

The Resource-Based View (RBV) of the company, articulated by Barney (1991), is another 

relevant theoretical paradigm. This paradigm suggests that competitive advantage arises from a 

firm's ability to efficiently utilize valuable, scarce, unique, and non-substitutable resources. 

Technology may function as a resource, providing Nigerian firms with unique characteristics that 

enhance operational efficiency. By integrating technology with current resources and capabilities, 

organizations may achieve enhanced productivity and competitive edge. 

Additionally, Lean Management and Six Sigma approaches, which concentrate on ongoing 

Improvement and reducing defects can be combined with technological innovations to bolster 

operational efficiency (Womack and Jones, 2003; Pande, Neuman, and Cavanagh, 2000). These 

frameworks promote the employment of technology for the collection and analysis of data. 

Refinement of workflows, and maintenance of consistent quality (Parker et al. 2018, Rashed & 

Shah, 2021).  

Enhancing operational efficiency through technology has assumed increasing significance as 

organizations endeavor to maintain competitiveness and resilience in a swiftly changing market 

(Akpuokwe, Chikwe and Ench, 2024). The implementation of technological innovations plays a 

pivotal role in optimizing operations, augmenting productivity, and fostering economic growth. 

Theoretical models offer valuable frameworks for comprehending how technology can be utilized 

to attain these objectives. The Resource-Based View (RBV) of the firm is a fundamental 

theoretical framework that elucidates the potential for technology to enhance operational 

efficiency. The Resource-Based View (RBV) posits that enterprises enterprises can gain a 

competitive advantage by possessing valuable, scarce, distinctive, and non-substitutable resources 

(Barney. 1991). Technology, as a strategic resource, enables organizations to optimize operations, 

reduce expenses, and boost productivity, thereby fostering superior operational efficiency. 

Operational efficiency refers to the ability of a company to maintain a product or service in the 

cheapest way, while simultaneously maintaining a high quality standard. To accomplish this, it is 

necessary to optimize processes, minimize waste, and enhance resource use. Technology is 

extremely important for this optimization, providing tools and systems that optimize operations 

and increase productivity (Porter and Heppelmann, 2015). Improving operational efficiency is a 

vital goal for businesses globally, and Nigerian companies are included in this trend. In a swiftly 

changing global marketplace, the ability to effectively utilize technology can influence a firm's 

competitive advantage and long-lasting viability (Lee, 2024, Pöhler, Diepold and Wallach, 2024). 

The Resource-Based View (RBV) of the company, articulated by Barney (1991), is another 

relevant theoretical paradigm. This paradigm suggests that competitive advantage arises from a 

firm's ability to efficiently utilize valuable, scarce, unique, and non-substitutable resources. 
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Technology may function as a resource, providing Nigerian firms with unique characteristics that 

enhance operational efficiency. By integrating technology with current resources and capabilities, 

organizations may achieve enhanced productivity and competitive edge. 

Additionally, Lean Management and Six Sigma approaches, which concentrate on ongoing 

improvement and reducing defects, can be combined with technological innovations to bolster 

operational efficiency (Womack and Jones, 2003; Pande, Neuman, and Cavanagh, 2000). These 

frameworks promote the employment of technology for the collection and analysis of data, 

refinement of workflows, and maintenance of consistent quality (Parker, et. al., 2018, Rashed and 

Shah, 2021). 

Enhancing operational efficiency through technology has assumed increasing significance as 

organizations endeavor to maintain competitiveness and resilience in a swiftly changing market 

(Akpuokwe, Chikwe and Eneh, 2024). The implementation of technological innovations plays a 

pivotal role in optimizing operations, augmenting productivity, and fostering economic growth. 

Theoretical models offer valuable frameworks for comprehending how technology can be utilized 

to attain these objectives. The Resource-Based View (RBV) of the firm is a fundamental 

theoretical framework that elucidates the potential for technology to enhance operational 

efficiency. The Resource-Based View (RBV) posits that enterprises can gain a competitive 

advantage by possessing valuable, scarce, distinctive, and non-substitutable resources (Barney, 

1991). Technology, as a strategic resource, enables organizations to optimize operations, reduce 

expenses, and boost productivity, thereby fostering superior operational efficiency. 

Organizational Performance 

The idea of organizational fulfillment is complex and in many components (Wood and 

Ogbonnaya, 2018). They are miles known as organizational success (Nitzl et al., 2018) how well 

the employer is doing his wishes. There is consensus among scientists that organizational success 

depends on their ability to create plans that work with a changing and complex environment 

(Rehman et al., 2019). According to many experts, organizational performance is an essential 

criterion for achieving established organizational goals (Laaksonen and Peltoniemi, 2018). If you 

want to know if a company is achieving its goals, you can use non-subjective non-financial metrics 

to use objective financial performance metrics to assess success (Richard et al., 2009). However, 

they are working on the concurrent use of financial and non-financial standards (Harris and 

Mongiello, 2001; Dryer and Reeves, 1995). This was analyzed to analyse the capital markets, 

finance, organizational, and HR factors that influence the success of a company. 

H1: Financial Management Practices has a major positive effect on Organizational Performance. 

H2: Financial Management Practices has an important positive effect on Operational Efficiency. 

H3: Operational Efficiency has a vital positive effect on Organizational Performance. 

H4: Operational Efficiency mediates the relationship between Financial Management Practices 

and Organizational Performance. 

Research Methodology 

Data were collected from different full-time and part-time workers in the Banking industry of 

Baltistan G. B. Pakistan. The selection of participants for data collection was executed using 

convenience sampling methods. Data were gathered through online soft copy via WhatsApp, FB, 

and Email, in addition to hard copy. 
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A covert letter was included with questionnaires that clarified to the participants the aim of the 

research. It also advised participants that their answers to this questionnaire are handled with 

confidentiality and anonymity. Their responses are utilized solely for academic purposes. A total 

of 150 questionnaires were distributed, of which 118 were returned, with 100 being deemed useful. 

Usable data had a response rate of 66. 66%. Table 1 presents details regarding the distribution and 

attributes of the sample. As per the findings, men constituted 33 percent while women comprised 

67%. (32 percent) of the total participants were single, and (68%) were married. The remaining 

respondents (10%) were part-time employees, who formed the majority of respondents (90 %). 

Additionally, 30 % of participants were in the age group of 18 to 25. In contrast, 40 % of 

respondents belonged to the age bracket of 26 to 30 % of participants were between the ages of 41 

and 60. Among all respondents, 60 % performed their duties in Management, 10 % were employed 

in the maintenance sector, 10 % offered technical services, and the remaining 20% were clerical 

personnel. Of the respondents, 60 percent possessed work experience from 0 to 5 years, 8 percent 

had experience ranging from 6 to 10 years, 12 percent had experience spanning from 11 to 20 

years, and 20 percent had experience extending from 21 to 30 years. No respondents had more 

than 30 years of work experience. 

Measures 

To check how well financial management plans worked, asset management (Kelly and Hardy, 

2018), capital budgeting management (Balarabe, 2020), and working capital management (Mazlan 

and Choong, 2018) were used. The fourteen products had a reliability score of 0.782. Three 

components were extracted from the investigation into operational efficiency, which served as the 

mediating variable (Michino, P. W. (2011). The average confidence for Operational Efficiency 

was 0.855. We assess the success of financial results (Rowe and Morrow, 1999), organizational 

results (Chenhall and Langfield-Smith, 2007), human resource results (Dryer and Reeves, 1995), 

and capital market results (Richard et al., 200). Alpha's reliability for group success was 0.877. All 

components of this study were rated using a 5-point Likert scale, with I being strong disagreement 

and 5 being strong consensus. 

Table 1: Characteristics of Sample Distribution 

 

Variable 

 

Categories 

 

No 

 

(%) 

Gender Male 33 33 

 Female 67 67 

 Total 100 100 

Marital Status  Signal  32 32 

 Married 68 68 

 Total 100 100 

Age 18-25 30 30 

 26-40 40 40 

 41-60 30 30 

 Over 60 0 0 

 Total 100 100 

Work status Full time 90 90 

 Part time 10 10 

 Total 100 100 

Position Management 60 60 
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 Maintenance 10 10 

 Technical Service 10 10 

 Clerical 20 20 

 Total 100 100 

Experience 0-5 60 60 

 6-10 8 8 

 11-20 12 12 

 21-30 20 20 

 Over 30 0 0 

 Total 100 100 

 

Every item was scored using a Likert scale of 1 to 5, where 1 meant "Strongly Disagree" and 5 

meant "Strongly Agree." Organizational Performance 's Cronbach alpha reliability was (0.899). 

 

Controlling element / Controller Variable 

The study's control variables included age, gender, and sector, according to a prior Khan study 

conducted in 2022. The study utilized the following coding for variables: Age (1 = under 25 years, 

2 = 26-30 years, 3 = 31-40 years, 4 = 41-50 years, 5 = 51-60 years, and 6 = over 60), gender (1 = 

male, 2 = female), and section (1 = public, 2 = private). 

A 5-point Likert scale was used to evaluate all study variables, with 1 being a strong discrepancy 

and 5 being a strong match. 

Results 

One-way ANOVA was utilized to address the variation in Organizational Performance according 

to the demographic variable examined in this study. The findings of the One-Way ANOVA (refer 

to table 2) indicated that the average Organizational Performance value did not significantly differ 

based on Gender, Age, and Sector. 

Table 2: One-way ANOVA 

 OP  

Sources of 

variation   

F statistics p-value 

Gender .310 

 

.798 

Age 1.999 

 

.155 

Sector .877 

 

.478 

OP= Organizational Performance  

Statistical instrument: Means, standard deviation, correlation, reliability, and multiple regression 

analysis using SPSS version 22. 
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Results 

Table 3: Means, Standard deviation, correlation and Reliabilities  

 Mean    SD 1 2 3  

FMP  3.73 0.74 (0.782)    

OE  3.86  0.99  0.568**  (0.855)   

OP  3.55  0.99  0.688**  0.899**  (0.877)  

FMP= Financial Management Practices, OE= Operational Efficiency, OP= Organizational Performance 

The data in Table 3 demonstrates that Financial Management Practices is strongly positively 

correlated with Organizational Performance (0.688, p = .000), thus fully validating hypothesis 1. 

Then, there is a positive correlation between Financial Management Practices and Operational 

Efficiency (0.568, p = .000), which supports hypothesis 2. Operational Efficiency is positively 

correlated with Organizational Performance (0.899 p = .000), which supports hypotheses 3 and 4 

respectively. 

Regression Analysis 

The mediation nation of Baron and Kenny (1986) become used in this take a look at. To decide the 

variable's number one effect and mediating effect, regression analysis changed into applied. table 

four contains the final results of the regression evaluation. The outcome indicates that monetary 

management Practices has a quite advantageous and vast effect on Organizational performance (β 

= 0.899, R2 = 0.289, p = .000), main to the attractiveness of speculation 1. Considering the 

pronounced beneficial and noteworthy influence of Financial Management Practices on 

Operational Efficiency (β = 0.818, R2 = 0.223, with p = .000) Hypothesis 2 has been accepted. The 

outcome also shows that Operational Efficiency significantly and positively influences 

Organizational Performance (β = 0.911, R2 = 0.955, p = .000). Thus, hypothesis 3 is accepted. 

Table 4: Regression Analysis 

 

 

Predictor  

 

Operational Efficiency  

 

Organizational Performance  

Β R
2 

▲R
2 Β R

2
     ▲R

2
 

Direct effect       

FMP 0.818
*** 

0.223    0.244
*** 

   0.899
*** 

0.289   0.299
*** 

OE        0.911
*** 

0.955    0.961
*** 

Indirect effect       

FMP X OE        0.888
*** 

0.866   0.877
*** 

  N = 100. FMP = Financial Management Practices, OE = Operational Efficiency  

*
=p < .05.  

**
= p < .01.  

***
= p < .001.   ns = not significant  

Table 3 suggests that Operational Efficiency functions as a mediator between Organizational 

Performance and Financial Management Practices. Hypothesis 4 is supported by the following: β = 

0.888, R² = 0.866, ▲R² = 0.877, and p =.000. This study examines the correlation between 

organizational performance and financial management practices. 
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Discussion and Managerial Implications 

In Baltistian's banking practices, financial management practices have a prominent and respectable 

effect on the performance of the organization. This is communicated by operational efficiency. 

This study highlights the relevance of financial management procedures in the banking industry, 

where they are critical to organizational performance. To improve performance and achieve 

competitive advantages in market, management and management, financial management must 

prioritize. 

Limitation and Future research 

In Baltistian's banking practices, monetary control practices have a distinguished and decent effect 

at the performance of the agency. Future research could include extra sectors from throughout the 

nation to investigate and reveal valid and trustworthy results. The current study accounted for 

employee demographics like Age, Gender, and Sector; thus, future research might consider various 

demographic factors. The effects and conclusions of this study are based at the banking area. 

destiny studies can be undertaken by using investigators contrasting banking and tourism. 
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