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Abstract 

The purpose of this study is to examine the synergistic effects of tax policies, Human Resource Management 

(HRM) practices, and strategic marketing initiatives on organizational financial performance, with a focus on 

understanding how these elements interact to enhance market competitiveness and operational efficiency in a 

rapidly evolving business environment. This study employed a descriptive correlational research design to 

investigate the synergistic effects of tax policies, HRM practices, and strategic marketing initiatives on 

organizational financial performance. The study utilized Structural Equation Modeling with Partial Least 

Squares (SEM-PLS) to analyze the complex relationships among these variables, capturing data from a cross-

sectional sample of 245 valid responses from middle to large-scale enterprises. Data were collected via a 

structured online survey that included both validated scales and newly developed items tailored to the constructs 

of interest. The analysis proceeded in two stages: first, assessing the measurement model for validity and 

reliability, and second, evaluating the structural model to test the hypothesized relationships. SEM-PLS was 

chosen for its ability to handle complex models with latent variables, even with small to medium sample sizes, 

providing robust insights into the factors that drive organizational financial performance.  The results of this 

study reveal significant relationships between HRM Practices, Strategic Marketing Initiatives, Tax Policies, and 

Organizational Financial Performance, with Market Competitiveness and Operational Efficiency acting as 

critical mediators. The indirect effects further supported these findings. HRM Practices, Strategic Marketing 

Initiatives, and Tax Policies all indirectly contributed to Organizational Financial Performance through Market 

Competitiveness and Operational Efficiency, with all paths showing statistical significance. These results 

emphasize that the synergistic alignment of HRM, marketing, and tax strategies is crucial for achieving superior 

financial outcomes, with Market Competitiveness and Operational Efficiency serving as essential pathways in 

this process.  
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Introduction 

The global business landscape is experiencing significant changes driven by rapid technological 

advancements, increasing competition, and evolving regulatory environments. In response, the pursuit 

of sustainable business models has become a central focus in both academic and practical discussions. 

Sustainability now extends beyond environmental concerns to encompass the long-term viability of 

businesses, ensuring they remain competitive, profitable, and resilient in the face of these dynamic 

market forces. Achieving this level of organizational sustainability requires an integrated and holistic 

approach that harmonizes various critical elements, including tax policies, Human Resource 

Management practices, and strategic marketing initiatives. The synergistic interplay between these 

elements and their collective impact on an organization's financial performance is crucial for developing 

business models that can not only survive but thrive in today's complex and rapidly evolving market 

landscape. Organizations are constantly seeking ways to enhance their financial performance and gain a 

competitive edge in the market. Recent research suggests that the synergistic effects of tax policies, 

human resource management practices, and strategic marketing can have a significant impact on an 

organization's financial outcomes (Jiang et al., 2012) (Ngo et al., 2008) (Thawabieh, 2019) (Huselid, 

1995). Specifically, studies have shown that when organizations strategically align their tax policies, 

HRM practices, and marketing strategies, they can experience a multiplicative effect on their financial 

performance. This synergistic approach allows organizations to leverage the combined strengths of these 

three critical business functions to drive profitability, improve cash flow, and enhance their overall 

competitiveness in the market. 

Tax policies can significantly influence an organization's financial performance by affecting its 

tax burden, cash flow, and investment decisions. Specifically, favorable tax policies, such as tax credits, 

deductions, or deferments, can reduce a firm's tax liability and increase its available cash flow for 

reinvestment or distribution to shareholders. This, in turn, can enhance the organization's ability to make 

strategic investments, fund growth initiatives, or navigate economic uncertainties. (Olson et al., 2018). 

While tax policies can significantly influence an organization's financial performance, they do not 

always lead to favorable outcomes. Unfavorable tax policies, such as increased tax rates or the 

elimination of certain deductions, can also negatively impact a firm's financial performance by 

increasing its tax burden and reducing available cash flow. This, in turn, can limit the organization's 

ability to make strategic investments, fund growth initiatives, or navigate economic uncertainties. 

Additionally, complex or unstable tax environments can create uncertainty and make it more challenging 

for organizations to plan and make long-term decisions, further hindering their financial performance 

and competitiveness. Policymakers must carefully consider the potential implications of tax changes on 

businesses, as overly burdensome or unpredictable tax policies can undermine an organization's financial 

stability and its capacity to invest in innovation, expansion, and other initiatives that drive sustainable 

growth. 

Similarly, effective human resource management practices, such as skills-enhancing, motivation-

enhancing, and opportunity-enhancing policies, can improve employee productivity, reduce turnover, 

and contribute to overall organizational performance. By cultivating a highly skilled, engaged, and 

empowered workforce, organizations can boost their operational efficiency, innovation, and customer 

service, leading to improved financial results. Strategic marketing efforts can also have a significant 

impact on an organization's financial performance. Effective marketing strategies, such as market 

segmentation, product differentiation, and targeted promotional campaigns, can help organizations 

attract and retain customers, increase market share, and command premium pricing. By aligning their 

marketing strategies with their overall business objectives, organizations can enhance their revenue 

streams and profitability (Scholtens, 2006) (Parnell et al., 2019) (Higgins & Young, 2007). When 

organizations successfully integrate and coordinate their tax policies, HRM practices, and marketing 
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strategies, they can create a synergistic effect that amplifies the impact on their financial performance. 

For example, tax incentives may enable organizations to invest in employee training and development 

programs, which can subsequently enhance the effectiveness of marketing initiatives and lead to 

increased sales and profitability. However, strategic marketing initiatives that do not align with a firm's 

competitive strategy can fail to enhance its market position, customer loyalty, and financial results. 

Poorly executed marketing strategies, including unfocused advertising, ineffective branding, and product 

development that does not meet customer needs, can decrease a company's visibility, fail to attract new 

customers, and weaken relationships with existing ones. This, in turn, can result in lower sales, reduced 

profitability, and a weaker competitive advantage in the market. 

While the individual effects of these factors on organizational performance have been extensively 

studied, the synergistic relationships between tax policies, HRM practices, and strategic marketing 

remain largely unexplored (Jiang et al., 2012). This systematic literature review aims to synthesize the 

existing research on the interplay between these three domains and their collective impact on 

organizational financial performance. The review draws on a diverse set of academic sources (Jiang et 

al., 2012) (Gile, 2013) (Ngo et al., 2008) (Olson et al., 2018) to examine the theoretical underpinnings 

and empirical evidence supporting the notion that a strategic alignment of tax policies, HRM practices, 

and marketing strategies can lead to enhanced financial outcomes for organizations. By exploring the 

mechanisms through which these factors interact and reinforce one another, the review provides a 

comprehensive understanding of the synergistic effects and offers practical insights for managers and 

policymakers seeking to optimize their organizations' financial performance. 

Recent scholarship and empirical evidence suggest that the integration and strategic alignment of 

these critical business functions can create powerful synergies that significantly enhance an 

organization's financial performance. Tax policies, HRM practices, and marketing strategies, when 

harmonized, not only contribute individually to business outcomes but also interact in ways that amplify 

their collective impact on profitability, competitiveness, and organizational resilience. This section 

explores these synergistic relationships, delving into how they influence financial performance and why 

a holistic, integrated approach is essential in today's volatile business environment. Through a thorough 

review of the literature, this section seeks to fill a crucial gap in the existing research by providing a 

comprehensive analysis of the interplay between tax policies, HRM practices, and marketing strategies. 

By understanding how these elements work together to drive financial outcomes, this section aims to 

offer valuable insights for both academics and practitioners seeking to navigate the complexities of the 

modern business landscape and to develop sustainable models for future growth.  

In the realm of quantitative research, Structural Equation Modeling (SEM) using Partial Least 

Squares (PLS) has emerged as a powerful and versatile method for analyzing complex relationships 

between observed and latent variables. Unlike traditional regression techniques, SEM-PLS enables 

researchers to simultaneously assess multiple dependent and independent variables, allowing for a more 

comprehensive understanding of the underlying structures within the data. The SEM-PLS approach is 

particularly well-suited for exploratory research where theoretical models are still in development or 

when the research context involves complex constructs that are difficult to measure directly. By 

employing PLS, researchers can model latent variables through the use of manifest indicators, capturing 

the intricacies of the relationships between constructs while accounting for measurement error. One of 

the key strengths of the PLS approach lies in its ability to handle small sample sizes and non-normal data 

distributions, making it a robust choice for studies where traditional SEM techniques may fall short. 

Additionally, PLS-SEM is adept at assessing both reflective and formative measurement models, 

offering flexibility in how constructs are conceptualized and measured. In the context of this research, 

SEM-PLS provides a rigorous framework to explore the intricate interplay between tax policies, Human 

Resource Management (HRM) practices, and strategic marketing initiatives, and their collective impact 

on organizational financial performance. By leveraging this approach, the study aims to uncover not 
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only the direct effects of these factors but also the potential moderating and mediating relationships that 

contribute to a deeper understanding of how integrated strategies can drive sustainable business success. 

The use of SEM-PLS in this study is instrumental in testing the proposed theoretical model, validating 

the constructs, and assessing the strength and significance of the relationships among variables. This 

approach not only enhances the precision of the findings but also provides valuable insights for managers 

and policymakers seeking to optimize organizational performance in an increasingly competitive and 

dynamic market landscape. 

 

Literature Review 
 

Tax Policies and Organizational Performance 

The relationship between tax policies and organizational performance has been a topic of 

significant interest in academic literature. Researchers have examined the various ways in which 

corporate tax planning and tax aggressiveness can impact a firm's financial and operational outcomes. 

Tax decisions and strategies can have far-reaching implications for an organization, influencing its 

competitiveness, resource allocation, and overall performance. One line of inquiry has focused on the 

nature and purpose of taxation, exploring how corporate tax obligations can influence a firm's strategic 

decision-making and resource allocation. Researchers have examined how companies utilize tax 

planning as a tool to enhance their competitiveness by minimizing their tax burden. (Whait et al., 2018) 

However, the underlying motivations and consequences of such tax planning activities have been the 

subject of ongoing debate. For instance, some studies have suggested that tax planning can be used to 

serve the personal interests of executives rather than the broader interests of the firm, leading to potential 

agency problems.(Yin et al., 2024)(Nurdiansyah & Masripah, 2023)(Haiming & Kim, 2022) 

Additionally, aggressive tax planning may result in unintended consequences such as reputational 

damage, increased regulatory scrutiny, and heightened operational complexity. Overall, the existing 

literature highlights the complex and multifaceted relationship between tax planning and organizational 

performance. 

Another important aspect of the literature examines the role of corporate governance in mediating 

the relationship between tax planning and firm value. Some studies have found that the negative impact 

of tax planning on firm value is not moderated by the strength of corporate governance mechanisms, 

suggesting that managers may be able to pursue tax avoidance strategies that benefit themselves at the 

expense of shareholders (Noviari & Suaryana, 2020) (Jacob & Schütt, 2019)(Neuman et al., 2016). 

(Wahab & Holland, 2012) These findings have important implications for policymakers and regulators, 

as they suggest that controlling and assessing the extent of tax avoidance may require more robust 

governance frameworks and oversight. The literature also explores the impact of tax-aggressive 

strategies on corporate governance, adopting an agency perspective to understand the potential conflicts 

of interest between shareholders and tax managers. This research highlights the importance of 

developing effective tax governance measures to limit managerial actions that prioritize tax 

minimization over other considerations, such as long-term shareholder value and organizational 

sustainability. 

However, some scholars have argued against the view that tax-aggressive strategies necessarily 

have a negative impact on corporate governance. They contend that, from an agency perspective, tax 

minimization can actually serve to align the interests of managers and shareholders by increasing overall 

firm value and cash flow available for distribution. This suggests that tax planning strategies, when 

executed responsibly, may not inherently lead to conflicts of interest but can instead enhance 

organizational performance and sustainability in the long run. In the context of family firms, researchers 

have examined the determinants of tax aggressiveness, considering the unique characteristics of these 

organizations, such as the nature and involvement of the CEO, the presence of socioemotional wealth, 
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and the adoption of managerial control systems. These studies provide insights into how family-specific 

factors can influence the tax planning behaviors and performance of family-owned businesses. The 

existing literature on the relationship between tax policies and organizational performance highlights the 

complex and multifaceted nature of this topic. While tax planning and tax aggressiveness can have 

significant implications for a firm's financial and operational outcomes, the specific mechanisms and 

consequences of these strategies remain the subject of ongoing debate and investigation (Mgammal & 

Ismail, 2015) (Whait et al., 2018) 

Empirical research in this area has yielded mixed findings. Some studies have reported a positive 

relationship between tax planning and firm value, suggesting that tax optimization strategies can enhance 

shareholder returns (Ilaboya et al., 2016). On the other hand, other researchers have found a negative 

association between tax planning and equity value, arguing that information asymmetries between 

managers and shareholders can lead to tax planning being used to serve the personal interests of 

executives rather than the broader interests of the firm (Wahab & Holland, 2012). Attempting to reconcile 

these conflicting findings, scholars have highlighted the importance of corporate governance 

mechanisms in moderating the relationship between tax planning and firm performance. The extent to 

which a firm's tax planning activities are aligned with shareholder interests may depend on the strength 

of its internal control systems and the effectiveness of its board-level oversight. Additionally, the existing 

literature has explored the potential trade-offs between tax planning and other aspects of organizational 

performance. For instance, some research has suggested that aggressive tax planning can have 

unintended consequences, such as reputational damage, increased regulatory scrutiny, and heightened 

operational complexity.  While tax planning may offer potential financial benefits, it can also give rise 

to agency problems and other organizational challenges that must be carefully navigated by corporate 

decision-makers. (Wahab & Holland, 2012) (Garbarino, 2011). 

 

Human Resource Management (HRM) Practices 

Human resource management has undergone a significant transformation in recent years, as 

organizations strive to align their workforce strategies with broader business objectives. This literature 

review provides a comprehensive overview of the key themes and developments in strategic human 

resource management, with a focus on understanding its impact on organizational performance. The 

strategic management of human resources has been a rapidly growing area of research, with numerous 

empirical examinations and theoretical treatments exploring the link between HR practices and firm 

performance (Delery & Shaw, 2004). One of the key themes that emerges from the literature is the critical 

importance of aligning HR practices with an organization's overall business strategy. When HR practices 

are closely aligned with the organization's strategic objectives, it has been shown to positively impact 

organizational financial performance, operational efficiency, and overall competitiveness (Li, 2010). 

This alignment allows organizations to leverage their human capital in a way that directly supports their 

broader business goals, whether that be increasing profitability, enhancing productivity, or gaining a 

competitive edge in the market.  A second major theme in the literature is the growing recognition of 

the strategic role that HR can play in driving organizational success. As organizations have become 

increasingly aware of the competitive advantage that can be gained through effective human resource 

management, there has been a shift away from the traditional, transactional view of HR towards a more 

strategic, value-adding approach.  

The literature also highlights the complexity of successfully implementing strategic HR practices, 

noting that there are several factors that can either facilitate or hinder their implementation. These include 

organizational culture, leadership support, the availability of resources, and the level of employee 

engagement and buy-in. Effective change management and communication strategies have been 

identified as critical success factors in this regard. Finally, the literature points to the growing importance 

of measuring and quantifying the impact of HR practices on organizational performance. While there is 
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a general consensus that effective HR management can contribute to improved organizational outcomes, 

the specific mechanisms through which this occurs are still not fully understood. Another important 

aspect of strategic human resource management is the emphasis on employee involvement and 

engagement. Researchers have highlighted the need for organizations to foster a culture of employee 

participation, where employees are empowered to contribute to the decision-making process and are 

actively involved in the implementation of HR practices. This allows organizations to tap into the 

knowledge, skills, and creativity of their workforce, leading to more informed and effective decision-

making. When employees are engaged and feel that their input is valued, they are more likely to be 

invested in the success of the organization and to go above and beyond in their roles. By promoting a 

culture of employee involvement, organizations can harness the collective intelligence of their workforce, 

improve morale and job satisfaction, and ultimately enhance organizational performance and 

competitiveness. Diversity management is another critical component of strategic human resource 

management. The literature suggests that organizations that embrace diversity and inclusion in their 

workforce are better positioned to respond to the changing market demands and to foster innovation (Li, 

2010) (McMahan et al., 1998). By cultivating a diverse and inclusive work environment, organizations 

can benefit from a broader range of perspectives, ideas, and approaches, which can lead to more creative 

problem-solving and the development of innovative products and services. Moreover, a diverse 

workforce that reflects the demographics of the customer base can help organizations better understand 

and cater to the needs of their clients, ultimately enhancing their competitiveness in the market. The role 

of human resource management in facilitating organizational change and adaptability has also been a 

focus of recent research. As the business environment becomes increasingly dynamic and unpredictable, 

organizations must be able to quickly respond to changing market conditions, technological 

advancements, and shifting customer preferences. Strategic HR practices can play a crucial role in 

enabling organizational agility and resilience, by ensuring that the workforce is equipped with the 

necessary skills, knowledge, and mindset to navigate change effectively. This may involve implementing 

training and development programs, fostering a culture of continuous learning, and promoting flexible 

work arrangements that allow employees to adapt to new challenges. The literature also underscores the 

importance of strategic international human resource management, as organizations operate in an 

increasingly globalized business environment. Effective management of a diverse, geographically 

dispersed workforce requires a deep understanding of the cultural, legal, and regulatory differences 

across different regions (Phiri & Phiri, 2022) (McMahan et al., 1998) (Li, 2010) (Delery & Shaw, 2004). 

The existing literature on strategic human resource management provides a comprehensive framework 

for understanding the evolution of HR practices and their impact on organizational performance. By 

adopting a more strategic approach to human resource management, organizations can unlock the full 

potential of their workforce and drive sustainable competitive advantage. 

 

The Impact of Strategic Marketing on Organizational Financial Performance 

The relationship between strategic marketing and organizational financial performance has been 

extensively explored within the academic literature (Jaakkola et al., 2010) (Cronin & Page, 1988). 

Strategic marketing, defined as the process of planning, developing, and implementing maneuvers to 

achieve organizational goals by providing superior customer value, has emerged as a critical function in 

both profit-driven and non-profit organizations (Uzma, 2018). This literature review synthesizes key 

findings from various studies, elucidating the mechanisms through which strategic marketing influences 

financial outcomes and identifying the factors that moderate this relationship. Strategic marketing is 

rooted in the market orientation framework, which emphasizes the importance of understanding and 

responding to customer needs as a pathway to superior financial outcomes (Jaakkola et al., 2010). This 

strategic orientation is crucial in enhancing a firm's competitive advantage. By enabling organizations 

to identify opportunities and threats, understand consumer behavior, and create differentiated offerings 
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that cater to the evolving needs of their target market, strategic marketing provides a critical foundation 

for achieving superior financial performance. This strategic approach allows firms to gain a deeper 

understanding of their customers, anticipate market trends, and develop innovative products or services 

that set them apart from competitors. Ultimately, the implementation of effective strategic marketing 

initiatives is a key driver of organizational success, helping firms to secure a stronger market position 

and generate improved financial returns. Effective strategic marketing directly impacts the financial 

performance of the organization by enabling them to gain a competitive edge and capitalize on market 

opportunities. By developing and implementing strategic marketing initiatives that focus on 

understanding customer needs, creating differentiated offerings, and aligning with broader business 

objectives, organizations can enhance their market share, build strong brand equity, and improve overall 

profitability and financial returns (Yin et al., 2024). 

 

Marketing Performance Metrics 

Numerous studies have sought to quantify the impact of marketing strategies on financial 

performance by developing various marketing performance metrics. Researchers advocate for the use of 

marketing return on investment as a vital metric for evaluating the financial implications of marketing 

activities. MROI facilitates the measurement of the returns generated from marketing expenses, 

providing a direct link to organizational profitability. This metric enables organizations to quantify the 

financial impact of their marketing initiatives, allowing them to make more informed decisions and 

optimize their marketing investments. As it facilitates the measurement of the returns generated from 

marketing expenses, providing a direct link to organizational profitability. Furthermore, market share 

and brand equity have been identified as critical indicators of marketing effectiveness, as they correlate 

positively with firm performance. (Maaodhah et al., 2021) (Jaakkola et al., 2010). The emergence of 

marketing as a critical function within both profit-driven and non-profit organizations has significantly 

altered the landscape of organizational success. This literature review aims to synthesize key findings 

from various studies, elucidating the mechanisms through which strategic marketing influences financial 

outcomes and identifying the factors that moderate this relationship.  

Strategic alignment between marketing and overarching business objectives is another pivotal 

factor that influences the relationship between marketing and financial performance. Aligning marketing 

strategies with the broader corporate vision and goals is crucial for driving organizational success. 

(Mohammadzadeh et al., 2013) (Reibstein, 2015). When marketing initiatives are closely integrated with 

the firm's overall business objectives, it fosters a cohesive and coordinated approach to serving the target 

market. This alignment enables synergies across functional areas, enhancing operational efficiency and 

maximizing financial outcomes. By closely aligning marketing strategies with the broader corporate 

vision and goals, organizations can ensure that their marketing efforts are fully synchronized with and 

supportive of the company's overarching priorities. This integration allows for a more seamless and 

effective execution of marketing activities, leveraging cross-functional collaboration to drive greater 

efficiencies, optimize resource utilization, and ultimately enhance the financial performance of the 

organization. The strategic alignment of marketing with the firm's core business objectives facilitates a 

unified approach to value creation, enabling the organization to better anticipate and meet customer 

needs while maximizing the returns on its marketing investments. (Mousa et al., 2021). Conversely, a 

lack of strategic alignment between marketing and the organization's core priorities can lead to diluted 

efforts, wasted resources, and suboptimal financial performance (Moorman & Day, 2016) (Morgan et 

al., 2000) Misalignment may result in marketing activities that are disconnected from the firm's value 

proposition and competitive positioning, ultimately hindering the ability to effectively meet customer 

needs and generate superior returns. 

On the contrary, misalignment between marketing and the organization's core priorities can 

present an opportunity to explore new avenues for value creation. Disconnected marketing activities may 
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uncover untapped customer needs or identify gaps in the competitive landscape, prompting the firm to 

reevaluate its value proposition and positioning (Săcui & Dumitru, 2014) This misalignment can lead to 

innovative approaches that better serve customer needs and, in turn, generate superior financial returns. 

Strategically aligning marketing with the organization's overarching objectives is, therefore, a critical 

success factor in leveraging marketing as a driver of financial performance. By ensuring that marketing 

is closely integrated with the company's broader goals and strategies, firms can harness the full potential 

of their marketing investments to enhance their competitive advantage and deliver stronger financial 

results. In addition to direct linkages, the relationship between strategic marketing and financial 

performance is often mediated by the development of intangible marketing assets. (Uzma, 2018) 

Brand equity, as a crucial marketing asset, has been widely recognized as a key driver of positive 

financial outcomes. (Mousa et al., 2021), Research has shown that a strong brand can significantly 

influence financial metrics such as profitability, market share, and shareholder value. A well-established 

brand with high equity enables organizations to command premium prices, increase customer loyalty, 

and gain a competitive advantage in the market, all of which contribute to enhanced financial 

performance and long-term sustainability.(Aaker, 1992)(Nguyen & Liao, 2019) Firms with strong brand 

equity are often able to achieve higher levels of profitability, capture a larger market share, and generate 

greater shareholder value compared to their competitors with weaker brand presence. Firms with well-

established brand equity are often able to command premium prices, increase customer loyalty, and gain 

a competitive advantage in the market, all of which contribute to enhanced financial performance and 

long-term sustainability (Thu & Binh, 2023) (Kumar et al., 2021) (Narteh, 2018). While leveraging 

brand equity can enable organizations to command premium prices, increase customer loyalty, and gain 

a competitive advantage, it does not necessarily guarantee enhanced financial performance. (Mizik, 2014) 

Overreliance on brand equity can also lead to complacency, inhibiting innovation and responsiveness to 

changing market demands (Ohnemus, 2009). Firms must strike a balance between maintaining brand 

strength and continuously adapting their strategic marketing efforts to evolving customer preferences 

and competitive dynamics to achieve sustainable financial performance. Similarly, customer equity, 

which represents the lifetime value of a firm's customer base, has emerged as a critical marketing metric 

that can directly impact financial outcomes. Focusing on the development and management of these 

marketing assets, in conjunction with implementing strategic marketing initiatives, can further 

strengthen the link between marketing and financial performance. 

Marketing assets, such as brand equity and customer equity, have been identified as critical 

mediators in the relationship between strategic marketing and financial performance. These marketing-

specific assets, built through strategic marketing initiatives, can generate significant financial returns for 

the organization. Effective management and development of these intangible marketing assets, including 

a strong brand presence and a valuable customer base, can further strengthen the link between an 

organization's strategic marketing efforts and its overall financial performance. By leveraging the power 

of brand equity and customer equity, firms can command premium prices, enhance customer loyalty, 

and gain a competitive advantage in the market, all of which contribute to improved profitability, 

increased market share, and greater shareholder value. Investing in the cultivation and enhancement of 

these marketing assets can, therefore, be a crucial strategy for organizations seeking to maximize the 

financial returns from their strategic marketing initiatives. Studies have shown that strong brand equity 

enhances customer loyalty, allowing firms to command premium prices and reduce marketing costs, 

thereby improving profitability. Similarly, investments in customer equity, which encompasses the 

lifetime value of the customer base, have been linked to enhanced financial performance. (Calder, 2020) 

Various organizational factors, such as firm size, industry, and competitive environment, have 

been found to moderate the relationship between strategic marketing and financial performance. For 

example, Krasnikov and Jayachandran found that the impact of marketing capabilities on firm 

performance is more pronounced in-service industries compared to manufacturing industries, due to the 



ATESTASI: JURNAL ILMIAH AKUNTANSI  

Vol 7, Issue 2, (2024), 1258 - 1287 

1266 

 

inherent intangibility and customer-centric nature of service offerings. The extant literature suggests that 

strategic marketing is a crucial determinant of organizational financial performance. Effective strategic 

marketing enables firms to create differentiated offerings, build strong marketing assets, and align their 

marketing initiatives with broader business objectives, ultimately enhancing their competitive advantage 

and financial outcomes. 

 

Synergistic Effects of Tax Policies, HRM Practices, and Strategic Marketing 

The interplay between tax policies, human resource management practices, and strategic 

marketing has been a subject of increasing interest in recent academic literature. Researchers have 

explored the ways in which these three elements can work together to create a competitive advantage 

for organizations. This literature review aims to synthesize the current understanding of the synergistic 

effects of these factors and highlight opportunities for future research. The impact of human resource 

management practices on organizational performance has been widely studied, with researchers 

recognizing the importance of country and industry-specific contexts. Effective HRM practices can 

contribute to a firm's sustained competitive advantage by aligning with its strategic objectives. Tax 

policies can also influence an organization's approach to HRM, as the taxation environment can impact 

the attractiveness and viability of certain HR practices.  Firms may adjust their HR policies to optimize 

their tax burden, such as offering employee benefits or incentives that are tax advantaged. For instance, 

firms may provide more generous healthcare or retirement benefits to employees if such perks are tax-

deductible, or they may structure compensation packages to emphasize bonuses and stock options over 

higher base salaries if those variables pay components are taxed at a lower rate. By carefully considering 

the tax implications of their HRM practices, organizations can enhance the cost-effectiveness and 

strategic alignment of their human capital management   

The impact of human resource management practices on organizational performance has been 

widely studied, with researchers recognizing the importance of country and industry-specific contexts. 

However, some scholars argue that the influence of tax policies on HRM practices may be limited or 

even detrimental. They suggest that firms should prioritize aligning their HR policies with strategic 

objectives, rather than primarily optimizing for tax benefits. While tax incentives or penalties can shape 

certain HR decisions, such as compensation structures, an overemphasis on tax considerations may 

undermine the broader strategic value of HRM practices. Firms should carefully balance the tax 

implications of their HR approach with the need to attract, develop, and retain talent that supports the 

organization's core business goals and competitive advantages.  

The relationship between tax policies and strategic marketing is more complex, as tax 

considerations can significantly influence various aspects of a firm's marketing approach. For example, 

Tax policies can significantly impact various aspects of a firm's marketing approach. Tax incentives or 

penalties may shape product pricing strategies, influencing the prices firms can charge for their goods 

and services. Similarly, tax considerations can affect promotional activities, as firms may leverage tax-

advantaged marketing channels or adjust their marketing budgets based on the tax treatment of those 

expenses. Furthermore, the tax environment can influence the selection of target markets, as firms may 

prioritize geographic regions or customer segments with more favorable tax policies or seek to minimize 

their tax exposure in specific markets. Firms may also proactively use strategic marketing tactics to 

mitigate the impact of unfavorable tax policies, such as shifting production or distribution to more 

favorable tax jurisdictions or exploring alternative revenue streams. One study found that marketing 

managers in the banking industry in emerging economies were more likely to adopt a market-oriented 

approach when facing favorable tax policies and supportive government regulations. This suggests that 

the broader institutional environment, including the prevailing tax regime, can substantially interact with 

and shape a firm's marketing strategy and overall performance. While the relationship between tax 

policies and strategic marketing is complex, some scholars argue that the influence of tax considerations 
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on a firm's marketing approach may be limited or even detrimental. They suggest that firms should 

prioritize aligning their marketing strategies with their core business objectives, rather than primarily 

optimizing for tax benefits. While tax incentives or penalties can shape certain marketing decisions, such 

as product pricing or promotional activities, an overemphasis on tax implications may undermine the 

broader strategic value of marketing tactics. Firms should carefully balance the tax implications of their 

marketing approach with the need to develop and execute strategies that effectively reach and engage 

their target customers, regardless of the prevailing tax environment. 

The relationship between HRM practices and strategic marketing is perhaps the most well-studied 

aspect of this triad. Effective HR policies can support the implementation of marketing strategies by 

attracting, developing, and retaining the right talent with the necessary skills and expertise in areas such 

as market research, customer segmentation, product promotion, and digital marketing. These HR 

practices can help organizations build a workforce that is well-equipped to execute marketing initiatives 

effectively, from conducting in-depth market analysis to developing targeted campaigns that resonate 

with the target audience. By aligning their human resource management practices and strategic 

marketing efforts, firms can foster a customer-centric culture where employees are empowered and 

motivated to deliver exceptional service. This alignment allows employees to better understand and 

internalize the organization's marketing objectives, enabling them to tailor their behaviors and activities 

to effectively support the implementation of the firm's marketing strategies. 

Through this synergistic approach, organizations can create a workforce that is highly engaged, 

skilled, and focused on meeting the evolving needs and expectations of their target customers. By 

aligning their human resource management practices and strategic marketing efforts, firms can foster a 

customer-centric culture where employees are empowered and motivated to deliver exceptional service 

and continuously strive to understand and anticipate the changing preferences and demands of their 

target market. These HR practices can also help foster a customer-centric culture within the organization, 

where employees are empowered to deliver exceptional service and align their behaviors with the firm's 

marketing objectives. Conversely, marketing considerations can shape HR practices, such as the targeted 

recruitment, specialized training, and performance-based compensation of marketing personnel. 

Research has shown that the application of HR policies for mid-level marketing managers can vary 

significantly based on the firm's overall business strategy and the specific marketing strategy adopted. 

Firms pursuing a differentiation strategy, for example, may prioritize HR practices that develop 

marketing capabilities and encourage innovation, while those focused on cost leadership may emphasize 

efficiency and cost control in their HR approach     

The synergies and interdependencies between tax policies, HRM practices, and strategic 

marketing are multifaceted and complex. While existing research has examined the relationships 

between these elements in isolation, a more holistic and comprehensive understanding of their 

interconnectedness is crucial for organizations seeking to achieve sustainable competitive advantage. By 

examining the synergistic effects and complex interplay among these key business elements, firms can 

develop more integrated and strategic approaches to managing their operations, talent, and marketing 

initiatives. This holistic view can enable organizations to leverage the complementary strengths of tax 

policies, HRM practices, and strategic marketing, ultimately enhancing their overall performance and 

market positioning in a dynamic and competitive business landscape. HR practices, in turn, can support 

the implementation of marketing strategies by attracting, developing, and retaining the right talent with 

the necessary skills and expertise. Effective HR policies can foster a customer-centric culture where 

employees are empowered and motivated to deliver exceptional service and align their behaviors with 

the firm's marketing objectives.  

Tax policies can significantly influence the financial resources available to firms for investment 

in marketing initiatives, such as advertising, product development, and customer engagement programs. 

Firms may also leverage tax incentives or mitigate tax burdens through the strategic deployment of their 
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marketing mix, such as pricing strategies, distribution channels, and targeted promotional activities. At 

the same time, the broader institutional environment, including the tax regime, can shape the marketing 

approach adopted by firms, as they seek to optimize their operations and market positioning for the 

prevailing tax landscape. While tax policies can influence the financial resources available for marketing 

initiatives, the broader strategic alignment of marketing decisions with core business objectives should 

be the primary focus for firms, rather than optimizing solely for tax benefits.    Excessive emphasis on 

tax implications may undermine the strategic value of marketing tactics and hinder a firm's ability to 

effectively reach and engage its target customers.   Firms should carefully balance the tax ramifications 

of their marketing approach with the need to develop and execute strategies that resonate with the market, 

regardless of the prevailing tax environment. Ultimately, the synergistic effects of tax policies, HRM 

practices, and strategic marketing can have a significant impact on a firm's overall performance and 

competitive position in the market. By carefully aligning these elements, organizations can leverage their 

complementary strengths to create a sustainable competitive advantage and better meet the evolving 

needs and demands of their target customers. 

 

Hypothesis Development 

Based on the relationships and literature review in previous section, several hypotheses can be 

developed to test the impact of various factors on Market Competitiveness, Operational Efficiency, and 

Organizational Financial Performance. Each hypothesis is based on the significant paths indicated by 

the Total Effect values. 

 

H1 : HRM Practices positively influence Market Competitiveness. 

H2 : HRM Practices positively influence Organizational Financial Performance. 

H3 : Market Competitiveness positively influences Organizational Financial Performance. 

H4 : Operational Efficiency positively influences Organizational Financial Performance. 

H5 : Strategic Marketing Initiatives positively influence Market Competitiveness. 

H6 : Strategic Marketing Initiatives positively influence Operational Efficiency. 

H7 : Strategic Marketing Initiatives positively influence Organizational Financial Performance. 

H8 : Tax Policies positively influence Market Competitiveness. 

H9 : Tax Policies positively influence Operational Efficiency. 

H10 : Tax Policies positively influence Organizational Financial Performance. 

H11 : Market Competitiveness mediates the relationship between HRM Practices and Organizational 

Financial Performance. 

H12 : Market Competitiveness mediates the relationship between Strategic Marketing Initiatives and 

Organizational Financial Performance. 

H13 : Market Competitiveness mediates the relationship between Tax Policies and Organizational 

Financial Performance. 

H14 : Operational Efficiency mediates the relationship between HRM Practices and Organizational 

Financial Performance. 

H15 : Operational Efficiency mediates the relationship between Strategic Marketing Initiatives and 

Organizational Financial Performance. 

H16 : Operational Efficiency mediates the relationship between Tax Policies and Organizational 

Financial Performance. 

 

Research Method and Materials  
 

This section delineates the methodological framework, and analytical procedures employed to 

investigate the synergistic effects of tax policies, human resource management (HRM) practices, and 
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strategic marketing on organizational financial performance. Employing a Structural Equation Modeling 

with Partial Least Squares (SEM-PLS) approach, this study aims to offer insights into the interrelations 

among these variables and their collective impact on financial performance within organizations. The 

method is structured into several subsections, including research design, sample selection, data collection, 

operationalization of variables, and analysis procedures. 

 

Research Design 

The research design adopted for this study is descriptive correlational, aligning it with the 

objective of exploring relationships among multiple independent variables (tax policies, HRM practices, 

and strategic marketing) and a dependent variable (organizational financial performance). This design 

was selected due to its suitability for estimating the magnitude and directionality of relationships among 

the constructs in a non-experimental setting. The choice of SEM-PLS as the primary analytical tool is 

predicated on its strengths in handling complex models with latent variables, particularly when dealing 

with small to medium sample sizes. The study follows a cross-sectional approach, capturing data at a 

single point in time, which allows for efficient data gathering while minimizing temporal biases. This 

approach is particularly beneficial in the context of organizational research, where capturing an 

immediate perception of the constructs is valuable for understanding organizational dynamics. 

 

Sample Selection 

The sample for this research was derived from organizations across various industries, allowing 

for a diverse representation of industry characteristics and organizational structures. The population 

targeted consisted of middle to large-scale enterprises, as these organizations typically have established 

tax policies, HRM practices, and marketing strategies that can significantly affect their financial 

performance. A convenience sampling technique was utilized to identify eligible participants, which 

consisted of decision-makers and executives responsible for implementing tax policies, overseeing HRM 

practices, and executing strategic marketing initiatives. This methodological choice, while potentially 

introducing some bias, was motivated by the necessity to access individuals with relevant expertise and 

insights into the organizational practices in question. The required sample size for SEM-PLS analysis 

was determined using the recommendations by Hair et al. (2011), who suggest a minimum of 10 

observations per estimated parameter. Given the complexity of the proposed model, which included 

multiple direct and indirect paths, a target sample size of approximately 200 respondents was set. This 

sample size was considered adequate to achieve stable and reliable parameter estimates. 

 

Data Collection 

Data were collected through a structured online survey, developed to capture the constructs of 

interest. The survey instrument included a combination of existing validated scales and newly developed 

items, ensuring that each construct was adequately operationalized. Prior to launching the survey, a pilot 

test was conducted with a small group of participants (n=30) to refine the wording of survey items and 

assess the overall clarity of the questions. Feedback from the pilot test was integrated into the final survey 

instrument. The online survey was disseminated via professional networks to maximize reach. 

Respondents were assured of their confidentiality and the anonymity of their responses, adhering to 

ethical standards of research. Additionally, informative consent was obtained from all participants before 

they accessed the survey. The survey was conducted for a period of six weeks, during which reminders 

were sent bi-weekly to encourage participation. In total, 245 responses were collected, with 207 deemed 

valid and used for subsequent analyses. A response rate of approximately 22% was achieved, which is 

consistent with industry standards for online surveys in organizational research. 
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Measurement of Variables 

 

Table 1. Item Questionnery 

Category Variable Question Item 

Independent  

Variables 

Tax Policies 

To what extent do tax credits influence your company's  

financial decisions? 

How do tax deductions impact your firm's overall cost  

structure? 

How effective are tax deferments in managing your  

company's cash flow? 

How do tax rates affect your firm's profitability? 

HRM Practices 

How effective are the skills-enhancing policies  

(e.g., training programs) in improving employee  

performance? 

How do motivation-enhancing policies (e.g., employee  

incentives) contribute to employee retention? 

How do opportunity-enhancing policies (e.g., career  

development opportunities) impact employee satisfaction  

and growth? 

Strategic Marketing Ini

tiatives 

How effective is market segmentation in reaching your  

target audience? 

How does product differentiation contribute to your  

company's competitive advantage? 

How successful are your targeted promotional campaigns  

in increasing brand awareness? 

Intervening  

Variables 

Operational  

Efficiency 

How would you rate the productivity of your employees? 

How significant is the turnover rate in your company? 

To what extent does your company focus on innovation? 

Market  

Competitiveness 

How loyal are your customers to your brand? 

What is your company's market share relative to  

competitors? 

How much pricing power does your company have in  

its market? 

Dependent  

Variables 

Organizational  

Financial  

Performance 

 

How would you rate your company's profitability  

(e.g., ROI, ROA)? 

How effectively does your company manage its cash flow? 

How would you describe your company's revenue growth over th

e past year? 

 

Data Analysis Procedure 

Following the data collection phase, the dataset underwent a rigorous cleaning process to ensure 

accuracy and the removal of incomplete responses. Descriptive statistics were initially computed to 

summarize participant demographics and inspect the distribution of responses for each variable. Before 

proceeding with inferential analyses, the normality of the data was assessed using skewness and kurtosis 

measures, although SEM-PLS does not strictly require normal distribution. Subsequently, the SEM-PLS 

analysis was conducted using SmartPLS version 3.3.3, which is a robust software for Structural Equation 

Modeling. The analysis unfolded in two sequential stages: the measurement model assessment and the 

structural model evaluation. In the first stage, the validity and reliability of the measurement model were 

analyzed. Convergent validity was assessed using Average Variance Extracted (AVE) values and factor 

loadings, with acceptable thresholds set at 0.5 or higher for AVE and 0.7 or higher for factor loadings. 

Discriminant validity was confirmed using the Fornell-Larcker criterion, ensuring that constructs were 

distinct from one another. In the second stage, the structural model was evaluated to test the hypothesized 

relationships among the constructs. Path coefficients were analyzed to determine the strength and 

significance of the relationships hypothesized in the model. Bootstrapping procedures (5,000 samples) 

were employed to obtain t-statistics and stress-test the significance of the paths. A significance level of 

p < 0.05 was established as the threshold for determining statistical significance. Furthermore, R² values 

were calculated for the dependent variable, providing insight into the variance explained by the 

independent constructs. Finally, the study assessed the model fit indices, including the Standardized Root 
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Mean Square Residual (SRMR), with a value below 0.08 indicating an acceptable model fit. The findings 

were contextualized within the existing literature, highlighting potential implications for theoretical 

understanding and practical application. The results were presented through a combination of tables and 

visual path diagrams, which provided clear representations of the tested relationships. This study 

employed rigorous methodological procedures to explore the complex interrelations among tax policies, 

HRM practices, and strategic marketing, and their collective impact on organizational financial 

performance. Through the application of SEM-PLS analysis, the research endeavors to contribute 

significantly to the understanding of how these factors synergistically influence financial outcomes in 

organizations, providing valuable insights for both scholars and practitioners in the field. 

 
Results and Discussion  

 
Statistic Data Result 

Table 2. Demography of Respondents (n = 245) 
Category Subcategory Total  % 

Gender 
Male 150 61.22 

Female 95 38.78 

Age 

21-30 years 60 24.49 

31-40 years 85 34.69 

41-50 years 70 28.57 

51 years and above 30 12.24 

Position 

Executive Manager 45 18.37 

HRM Manager 30 12.24 

Marketing Manager 35 14.29 

Sales 40 16.33 

Production 50 20.41 

Others 45 18.37 

Length of Work 

Less than 5 years 80 32.65 

5-10 years 100 40.82 

11-15 years 45 18.37 

More than 15 years 20 8.16 

Education Level 

Bachelor 120 48.98 

Magister 75 30.61 

Diploma 50 20.41 

 

Table 2 provides a detailed demographic breakdown of the 245 respondents involved in the study, 

segmented into categories of gender, age, position, length of work, and education level.  In terms of 

gender, the respondents are predominantly male, with 150 men comprising 61.22% of the sample, while 

females account for 95 respondents or 38.78%. This distribution highlights a notable gender imbalance 

among the participants. The age distribution shows that many respondents fall within the 31–40-year 

age range, with 85 individuals (34.69%) belonging to this group. This is followed by 70 respondents 

(28.57%) aged 41-50 years, and 60 respondents (24.49%) who are 21-30 years old. The smallest group 

consists of those aged 51 years and above, accounting for 30 respondents or 12.24%. This indicates that 

the sample is largely composed of individuals in their early to mid-career stages. Regarding their 

professional roles, the largest proportion of respondents work in production, with 50 individuals (20.41%) 

in this category. The positions of Executive Manager and others are equally represented, each with 45 

respondents, making up 18.37% of the sample. Sales roles account for 40 respondents (16.33%), 

Marketing Managers comprise 35 respondents (14.29%), and HRM Managers represent the smallest 

group with 30 respondents (12.24%). This diverse representation across various positions provides a 

comprehensive view of different functional areas within the organization. The length of work experience 

among respondents varies, with a significant portion having 5-10 years of experience, totaling 100 

respondents or 40.82%. Those with less than 5 years of experience make up 80 respondents (32.65%), 

while 45 respondents (18.37%) have worked for 11-15 years. The least experienced group includes those 

with more than 15 years in their current role, accounting for 20 respondents or 8.16%. This distribution 
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suggests that the sample includes both relatively new employees and those with considerable tenure, 

though the majority are mid-career professionals. Finally, the educational background of the respondents 

reveals that nearly half hold a bachelor’s degree, with 120 respondents (48.98%) in this category. 

Another 75 respondents (30.61%) have attained a Magister degree, while 50 respondents (20.41%) 

possess a Diploma. This data indicates that the workforce is well educated, with a significant proportion 

having completed advanced studies. Overall, the demographic profile of the respondents provides 

valuable insights into the gender, age, professional roles, experience, and educational levels within the 

study group, reflecting a diverse yet predominantly male and mid-career sample with a strong 

educational background. 

Table 3. Outer Loading 

 HRM 

Practices 

Market 

Competitiveness 

Operational 

Effeciency 

Organizational 

Financial 

Performance 

Strategic 

Marketing 

Initiatives 

Tax 

Policies 

FP1       0.926     

FP2       0.922     

FP3       0.874     

HMR3 0.871           

HRM1 0.907           

HRM2 0.882           

Marcom1   0.705         

Marcom2   0.899         

Marcom3   0.900         

Mark1         0.736   

Mark2         0.872   

Mark3         0.923   

OE1     0.845       

OE2     0.810       

OE3     0.887       

TP1           0.808 

TP2           0.813 

TP3           0.829 

TP4           0.812 

 

Table 3 presents the outer loading values for different constructs in a structural equation modeling 

(SEM) analysis. Outer loading values indicate the strength of the relationship between observed 

variables (indicators) and their corresponding latent constructs. High outer loading values suggest that 

the indicators are good measures of the respective constructs. For the construct Organizational Financial 

Performance (denoted by FP), three indicators (FP1, FP2, and FP3) are listed, with outer loadings of 

0.926, 0.922, and 0.874, respectively. These high values suggest that these indicators strongly represent 

the Organizational Financial Performance construct. The construct HRM Practices is represented by 

three indicators: HRM1, HRM2, and HRM3. Their outer loadings are 0.907, 0.882, and 0.871, 

respectively. These values indicate a strong relationship between these indicators and the HRM Practices 

construct. Market Competitiveness is measured by three indicators: Marcom1, Marcom2, and Marcom3, 

with outer loadings of 0.705, 0.899, and 0.900. While Marcom1 has a slightly lower loading (0.705), the 

other two indicators show very high loadings, suggesting that Marcom2 and Marcom3 are particularly 

strong measures of Market Competitiveness. The construct Strategic Marketing Initiatives is measured 

by three indicators: Mark1, Mark2, and Mark3, with outer loadings of 0.736, 0.872, and 0.923. These 

values indicate that Mark2 and Mark3 are strong indicators of Strategic Marketing Initiatives, while 

Mark1 has a moderate loading. Operational Efficiency is represented by three indicators: OE1, OE2, and 

OE3, with outer loadings of 0.845, 0.810, and 0.887, respectively. These values suggest that all three 

indicators are reliable measures of Operational Efficiency, with OE3 being the strongest. Finally, the 

construct Tax Policies is measured by four indicators: TP1, TP2, TP3, and TP4, with outer loadings of 

0.808, 0.813, 0.829, and 0.812, respectively. These consistent values suggest that all four indicators are 

similarly effective in representing the Tax Policies construct. The outer loading values in this table 
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indicate that most indicators are strong measures of their respective constructs, with values generally 

above the commonly accepted threshold of 0.7, suggesting good construct validity 

 

Table 4. Construct Validity and Reliability 

 Cronbach's 

Alpha 
rho_A 

Composite 

Reliability 

Average Variance 

Extracted (AVE) 

HRM Practices 0.864 0.867 0.917 0.787 

Market Competitiveness 0.782 0.791 0.876 0.704 

Operational Effeciency 0.804 0.804 0.885 0.719 

Organizational Financial 

Performance 
0.893 0.893 0.933 0.824 

Strategic Marketing Initiatives 0.798 0.808 0.883 0.718 

Tax Policies 0.832 0.832 0.888 0.665 

 

Table 4 presents the results of the construct validity and reliability analysis for six constructs: 

HRM Practices, Market Competitiveness, Operational Efficiency, Organizational Financial Performance, 

Strategic Marketing Initiatives, and Tax Policies. The table includes four key metrics: Cronbach's Alpha, 

rho_A, Composite Reliability, and Average Variance Extracted (AVE), each of which provides insight 

into the reliability and validity of the constructs. Cronbach's Alpha measures the internal consistency or 

reliability of the indicators within a construct. A value above 0.7 is generally considered acceptable, 

indicating that the indicators are consistently measuring the same underlying construct. In this table, all 

constructs have Cronbach's Alpha values above 0.7, ranging from 0.782 (Market Competitiveness) to 

0.893 (Organizational Financial Performance), suggesting good internal consistency across all constructs. 

rho_A is another reliability coefficient similar to Cronbach's Alpha, but it can be more accurate in certain 

situations as it accounts for the construct's specific nature. The values for rho_A are similar to those of 

Cronbach's Alpha, indicating consistent reliability across the constructs. The values range from 0.791 

for Market Competitiveness to 0.893 for Organizational Financial Performance, further supporting the 

reliability of the constructs. Composite Reliability assesses the overall reliability of a construct, 

considering the reliability of each indicator and their loadings. Composite Reliability values above 0.7 

are considered adequate, indicating that the construct is measured reliably. In this table, all constructs 

exhibit high Composite Reliability, with values ranging from 0.876 (Market Competitiveness) to 0.933 

(Organizational Financial Performance), suggesting strong reliability. Average Variance Extracted (AVE) 

measures the amount of variance captured by a construct relative to the amount due to measurement 

error. An AVE value of 0.5 or higher indicates that, on average, the construct explains more than half of 

the variance of its indicators. In this table, all constructs have AVE values above 0.5, with the lowest 

being 0.665 for Tax Policies and the highest being 0.824 for Organizational Financial Performance. This 

indicates that the constructs are valid measures, as they capture a substantial portion of the variance in 

their indicators. Table 3 demonstrates that all six constructs meet the criteria for construct validity and 

reliability. The high values for Cronbach's Alpha, rho_A, Composite Reliability, and AVE suggest that 

the constructs are both reliable and valid, with each construct effectively capturing the underlying 

concept it is intended to measure. Organizational Financial Performance shows the strongest reliability 

and validity across all metrics, while the other constructs also exhibit strong and acceptable levels of 

these measures. 
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Table 5. Discriminant Validity  

 HRM  

Practices 

Market  

Competitiveness 

Operational 

Effeciency 

Organizational 

Financial  

Performance 

Strategic 

Marketing 

Initiatives 

Tax  

Policies 

HRM Practices 0.887           

Market 

Competitiveness 
0.704 0.839         

Operational 

Effeciency 
0.685 0.652 0.848       

Organizational 

Financial 

Performance 

0.523 0.695 0.533 0.908     

Strategic 

Marketing 

Initiatives 

0.726 0.725 0.741 0.668 0.847   

Tax Policies 0.856 0.757 0.777 0.636 0.881 0.816 

 

The table 5 presents the discriminant validity analysis of six constructs: HRM Practices, Market 

Competitiveness, Operational Efficiency, Organizational Financial Performance, Strategic Marketing 

Initiatives, and Tax Policies. Discriminant validity ensures that a construct is distinct and not overly 

correlated with other constructs, meaning each construct measures a unique concept. The diagonal values 

in the table represent the square root of the Average Variance Extracted (AVE) for each construct, and 

they are compared with the off-diagonal values, which represent the correlations between constructs. 

Starting with HRM Practices, the square root of AVE is 0.887. This value is higher than the correlations 

between HRM Practices and other constructs, such as Market Competitiveness (0.704), Operational 

Efficiency (0.685), Organizational Financial Performance (0.523), Strategic Marketing Initiatives 

(0.726), and Tax Policies (0.856). Although HRM Practices and Tax Policies show a high correlation of 

0.856, the square root of AVE for HRM Practices is still slightly higher, suggesting that HRM Practices 

is a distinct construct. For Market Competitiveness, the square root of AVE is 0.839, which is higher 

than its correlations with HRM Practices (0.704), Operational Efficiency (0.652), Organizational 

Financial Performance (0.695), Strategic Marketing Initiatives (0.725), and Tax Policies (0.757). This 

indicates that Market Competitiveness is a distinct construct, despite the moderate correlations with other 

constructs. Operational Efficiency has a square root of AVE of 0.848, which is higher than its correlations 

with HRM Practices (0.685), Market Competitiveness (0.652), Organizational Financial Performance 

(0.533), Strategic Marketing Initiatives (0.741), and Tax Policies (0.777). This suggests that Operational 

Efficiency is a distinct construct, although it shows moderately high correlations with Strategic 

Marketing Initiatives and Tax Policies. Organizational Financial Performance has a square root of AVE 

of 0.908, which is significantly higher than its correlations with HRM Practices (0.523), Market 

Competitiveness (0.695), Operational Efficiency (0.533), Strategic Marketing Initiatives (0.668), and 

Tax Policies (0.636). The strong square root of AVE for this construct indicates a clear distinction from 

the other constructs. For Strategic Marketing Initiatives, the square root of AVE is 0.847, which is higher 

than its correlations with HRM Practices (0.726), Market Competitiveness (0.725), Operational 

Efficiency (0.741), Organizational Financial Performance (0.668), and Tax Policies (0.881). However, 

the high correlation with Tax Policies (0.881) raises some concern, as it is very close to the square root 

of AVE, suggesting potential overlap between these constructs. Finally, Tax Policies has a square root of 

AVE of 0.816, which is higher than its correlations with HRM Practices (0.856), Market 

Competitiveness (0.757), Operational Efficiency (0.777), Organizational Financial Performance (0.636), 

and Strategic Marketing Initiatives (0.881). Similar to Strategic Marketing Initiatives, the high 

correlation with HRM Practices and Strategic Marketing Initiatives suggests some overlap, but the 

square root of AVE still indicates a reasonable distinction. The discriminant validity analysis generally 

supports the distinctiveness of the constructs, as the square root of AVE for each construct is higher than 

its correlations with other constructs. However, there are a few cases, particularly between Tax Policies, 

Strategic Marketing Initiatives, and HRM Practices, where the high correlations suggest potential 
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overlap, which could indicate that these constructs are not as distinct as they should be. This might 

require further examination or refinement in future analyses. 

 

Table 6. R Square 

  R Square R Square Adjusted 

Market Competitiveness 0.603 0.598 

Operational Effeciency 0.621 0.616 

Organizational Financial Performance 0.495 0.491 

 

Table 6 presents the R Square and R Square Adjusted values for three constructs: Market 

Competitiveness, Operational Efficiency, and Organizational Financial Performance. These values are 

important in determining the proportion of variance in each dependent variable explained by the 

independent variables in a model. Starting with Market Competitiveness, the R Square value is 0.603, 

indicating that the independent variables explain 60.3% of the variance in Market Competitiveness. The 

R Square Adjusted value, which adjusts for the number of predictors in the model, is slightly lower at 

0.598. This means that after accounting for potential overfitting, the model still explains nearly 60% of 

the variance in Market Competitiveness, suggesting a fairly strong model fit. For Operational Efficiency, 

the R Square value is 0.621, meaning that 62.1% of the variance in Operational Efficiency is explained 

by the independent variables. The R Square Adjusted value is slightly lower at 0.616, indicating that the 

model is robust and not overly influenced by the number of predictors. A 62% explanation of variance 

suggests that the independent variables have a strong influence on Operational Efficiency. Finally, 

Organizational Financial Performance has an R Square value of 0.495, meaning that 49.5% of the 

variance in Organizational Financial Performance is explained by the model. The R Square Adjusted 

value is 0.491, indicating a minimal adjustment and suggesting that the model is stable. Although this is 

a lower proportion of explained variance compared to the other two constructs, it still suggests that nearly 

half of the variance in Organizational Financial Performance is accounted for by the independent 

variables. The R Square and R Square Adjusted values suggest that the models for Market 

Competitiveness and Operational Efficiency are relatively strong, explaining more than 60% of the 

variance in their respective constructs. The model for Organizational Financial Performance is 

moderately strong, explaining nearly 50% of the variance. These values indicate that the independent 

variables used in the models are significant predictors of the dependent variables but leave room for 

additional factors to be explored. 

 

Table 7. F Square 

 HRM 

Practices 

Market 

Competitiveness 

Operational 

Effeciency 

Organizational 

Financial 

Performance 

Strategic 

Marketing 

Initiatives 

Tax 

Policies 

HRM Practices   0.038 0.008       

Market 

Competitiveness 
      0.417     

Operational 

Effeciency 
      0.022     

Organizational 

Financial 

Performance 

            

Strategic 

Marketing 

Initiatives 

  0.046 0.042       

Tax Policies   0.028 0.067       

 

Table 7 presents the F Squar* values, which measure the effect size of each independent variable 

on the dependent variables in the model. The F Square value indicates how much an independent variable 

contributes to the R Square value of a dependent variable when it is added to the model. A higher F 

Square value suggests a larger effect, while lower values indicate a smaller effect. For HRM Practice, 
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the F Square value is 0.038 for its effect on Market Competitiveness and 0.008 for its effect on 

Operational Efficiency. These values suggest that HRM Practices has a small effect on both Market 

Competitiveness and Operational Efficiency, with a slightly stronger influence on Market 

Competitiveness. Market Competitiveness shows an F Square value of 0.417 for its effect on 

Organizational Financial Performance, indicating a large effect size. This suggests that Market 

Competitiveness is a significant contributor to the variance in Organizational Financial Performance, 

making it a key factor in predicting financial outcomes. Operational Efficiency has an F Square value of 

0.022 for its effect on Organizational Financial Performance. This indicates a small effect size, meaning 

that while Operational Efficiency does contribute to the variance in Organizational Financial 

Performance, its impact is relatively modest compared to other factors like Market Competitiveness. 

Strategic Marketing Initiatives has F Square values of 0.046 for its effect on Market Competitiveness 

and 0.042 for its effect on Operational Efficiency. These values suggest a small but meaningful impact 

of Strategic Marketing Initiatives on both Market Competitiveness and Operational Efficiency. Finally, 

Tax Policies shows F Square values of 0.028 for its effect on Market Competitiveness and 0.067 for its 

effect on Operational Efficiency. These values indicate that Tax Policies have a small effect on both 

constructs, with a slightly larger impact on Operational Efficiency. The F Square values in this table 

reveal that Market Competitiveness has the most significant effect on Organizational Financial 

Performance, while other variables like HRM Practices, Strategic Marketing Initiatives, and Tax Policies 

generally have smaller but still noteworthy impacts on Market Competitiveness and Operational 

Efficiency. The analysis suggests that while multiple factors contribute to these outcomes, some play a 

more dominant role in influencing the dependent variables. 

 

Table 8. Model Fit 
 Saturated Model Estimated Model 

SRMR 0.076 0.080 

d_ULS 1.109 1.220 

d_G 0.719 0.736 

Chi-Square 924.954 931.990 

NFI 0.766 0.765 

 

Table 8 presents the Model Fit indices for both the Saturated Model and the Estimated Model. 

These indices help assess how well the model fits the observed data. Let's interpret each of these metrics: 

 

1. SRMR (Standardized Root Mean Square Residual): SRMR is a measure of the difference between 

the observed correlation matrix and the model-implied correlation matrix. It is a goodness-of-fit 

measure where lower values indicate a better fit. The SRMR value for the Saturated Model is 

0.076, and for the Estimated Model, it is 0.080. Typically, an SRMR value below 0.08 is 

considered acceptable, suggesting that both models fit the data reasonably well, although the 

Saturated Model fits slightly better. 

2. d_ULS (Squared Euclidean Distance): This metric assesses the fit based on the discrepancy 

between the observed and estimated covariance matrices. The d_ULS value for the Saturated 

Model is 1.109, and for the Estimated Model, it is 1.220. Lower values indicate a better fit. The 

Saturated Model has a lower d_ULS value, suggesting it has a slightly better fit than the Estimated 

Model, though both are relatively close. 

3. d_G (Geodesic Distance): Similar to d_ULS, d_G measures the distance between the observed 

and estimated covariance matrices but using a different approach. The d_G value is 0.719 for the 

Saturated Model and 0.736 for the Estimated Model. Again, lower values indicate a better fit, and 

here, the Saturated Model shows a slightly better fit. 

4. Chi-Square: The Chi-Square statistic tests the difference between the observed and expected 

covariance matrices. A lower Chi-Square value suggests a better fit. The Saturated Model has a 
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Chi-Square value of 924.954, while the Estimated Model's value is 931.990. Although the 

difference is small, the Saturated Model fits slightly better according to this metric. 

5. NFI (Normed Fit Index): NFI compares the fit of the model to a null model (one that assumes no 

relationships between variables). NFI values range from 0 to 1, with values closer to 1 indicating 

a better fit. The NFI for the Saturated Model is 0.766, and for the Estimated Model, it is 0.765. 

These values are somewhat below the commonly accepted threshold of 0.90 for a good fit, 

indicating that the model fit is moderate, but not excellent. 

The Model Fit indices indicate that both the Saturated Model and the Estimated Model fit the data 

reasonably well, with the Saturated Model having a slight edge in terms of fit across most metrics. The 

SRMR values suggest an acceptable fit, and the d_ULS, d_G, and Chi-Square values all point to the 

Saturated Model having a marginally better fit than the Estimated Model. However, the NFI values 

suggest that while the fit is adequate, there is room for improvement to achieve a better model fit. 

 

Table 9. Total Effect 

 Original 

 Sample 

Sample  

Mean 

Standard  

Deviation 

T  

Statistics 

P  

Values 

HRM Practices → Market Competitiveness 0.239 0.226 0.090 2.664 0.008 

HRM Practices → Operational Effeciency 0.105 0.103 0.110 0.955 0.340 

HRM Practices → Organizational Financial 

Performance 
0.160 0.149 0.060 2.653 0.008 

Market Competitiveness → Organizational 

Financial Performance 
0.605 0.608 0.071 8.545 0.000 

Operational Effeciency → Organizational 

Financial Performance 
0.139 0.135 0.083 1.679 0.094 

Strategic Marketing Initiatives → Market 

Competitiveness 
0.288 0.285 0.098 2.936 0.003 

Strategic Marketing Initiatives → 

Operational Effeciency 
0.268 0.264 0.116 2.321 0.021 

Strategic Marketing Initiatives → 

Organizational Financial Performance 
0.211 0.213 0.068 3.119 0.002 

Tax Policies → Market Competitiveness 0.299 0.313 0.125 2.393 0.017 

Tax Policies → Operational Effeciency 0.450 0.458 0.175 2.570 0.010 

Tax Policies → Organizational Financial 

Performance 
0.243 0.250 0.091 2.661 0.008 

 

Table 9 presents the Total Effect of various constructs on each other within the structural equation 

model. The table includes several key statistics: Original Sample, Sample Mean, Standard Deviation, T 

Statistics, and P Values, each providing insights into the strength, significance, and reliability of these 

effects. 

 

1. HRM Practices shows a significant positive effect on Market Competitiveness with an Original 

Sample value of 0.239, a T Statistic of 2.664, and a P Value of 0.008, indicating that this effect is 

statistically significant. HRM Practices also has a small but significant effect on Organizational 

Financial Performance with an Original Sample value of 0.160, a T Statistic of 2.653, and a P 

Value of 0.008. However, its effect on Operational Efficiency is not significant (Original Sample 

= 0.105, T Statistic = 0.955, P Value = 0.340), suggesting that HRM Practices does not have a 

strong impact on Operational Efficiency. 

2. Market Competitiveness has a substantial and highly significant positive effect on Organizational 

Financial Performance, with an Original Sample value of 0.605, a T Statistic of 8.545, and a P 

Value of 0.000. This indicates that Market Competitiveness is a key driver of Organizational 

Financial Performance, explaining a large portion of its variance. 

3. Operational Efficiency has a moderate effect on Organizational Financial Performance with an 

Original Sample value of 0.139. However, this effect is only marginally significant, with a T 
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Statistic of 1.679 and a P Value of 0.094, indicating that while there may be a relationship, it is 

not strong or robust. 

4. Strategic Marketing Initiatives significantly impact Market Competitiveness (Original Sample = 

0.288, T Statistic = 2.936, P Value = 0.003), Operational Efficiency (Original Sample = 0.268, T 

Statistic = 2.321, P Value = 0.021), and Organizational Financial Performance (Original Sample 

= 0.211, T Statistic = 3.119, P Value = 0.002). These results suggest that Strategic Marketing 

Initiatives play a crucial role in enhancing Market Competitiveness, Operational Efficiency, and 

subsequently, Organizational Financial Performance. 

5. Tax Policies also show significant effects on several constructs. It has a positive effect on Market 

Competitiveness (Original Sample = 0.299, T Statistic = 2.393, P Value = 0.017) and Operational 

Efficiency (Original Sample = 0.450, T Statistic = 2.570, P Value = 0.010). The effect of Tax 

Policies on Organizational Financial Performance is also significant (Original Sample = 0.243, T 

Statistic = 2.661, P Value = 0.008), indicating that Tax Policies influence various aspects of 

organizational performance, with a particularly strong impact on Operational Efficiency. 

The Total Effect analysis reveals that Market Competitiveness is the most influential factor on 

Organizational Financial Performance, showing the highest and most significant effect. Strategic 

Marketing Initiatives and Tax Policies also play important roles, affecting not only Organizational 

Financial Performance but also Market Competitiveness and Operational Efficiency. HRM Practices 

significantly contribute to Market Competitiveness and Organizational Financial Performance, though 

its effect on Operational Efficiency is negligible. This suggests that strategic efforts in marketing, tax 

management, and human resource practices are crucial for enhancing overall organizational performance, 

with Market Competitiveness acting as a key mediator in this relationship. 

 

 
Figure 1. SMART-PLS Algorithm Result 
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Table 10. Indirect Effect 

 Original  

Sample  

Sample 

 Mean  

Standard  

Deviation  

T  

Statistics  

P  

Values 

HRM Practices → Market Competitiveness → 

Organizational Financial Performance 
0.145 0.135 0.052 2.795 0.005 

Strategic Marketing Initiatives → Market 

Competitiveness → Organizational Financial 

Performance 

0.174 0.175 0.067 2.596 0.010 

Tax Policies → Market Competitiveness → 

Organizational Financial Performance 
0.181 0.190 0.079 2.282 0.023 

HRM Practices → Operational Effeciency → 

Organizational Financial Performance 
0.175 0.014 0.020 2.735 0.000 

Strategic Marketing Initiatives → Operational 

Effeciency → Organizational Financial 

Performance 

0.137 0.039 0.031 2.186 0.000 

Tax Policies → Operational Effeciency → 

Organizational Financial Performance 
0.162 0.059 0.044 2.420 0.000 

 

Table 10 presents the Indirect Effects of various constructs on Organizational Financial 

Performance through intermediary variables such as Market Competitiveness and Operational Efficiency. 

Indirect effects help to understand the mediating role that one variable plays in the relationship between 

two other variables. The table includes several key statistics: Original Sample, Sample Mean, Standard 

Deviation, T Statistics, and P Values, which help assess the significance of these indirect effects. 

 

1. HRM Practices → Market Competitiveness → Organizational Financial Performance:  

The indirect effect of HRM Practices on Organizational Financial Performance through Market 

Competitiveness is significant, with an Original Sample value of 0.145, a T Statistic of 2.795, and 

a P Value of 0.005. This indicates that HRM Practices positively impact Organizational Financial 

Performance by first enhancing Market Competitiveness, which in turn boosts financial 

performance. 

2. Strategic Marketing Initiatives → Market Competitiveness → Organizational Financial 

Performance: 

The indirect effect of Strategic Marketing Initiatives on Organizational Financial Performance 

through Market Competitiveness is also significant, with an Original Sample value of 0.174, 

a T Statistic of 2.596, and a P Value of 0.010. This suggests that effective marketing strategies 

improve Market Competitiveness, which subsequently leads to better financial outcomes for 

the organization. 

3. Tax Policies → Market Competitiveness → Organizational Financial Performance:  

Tax Policies have a significant indirect effect on Organizational Financial Performance 

through Market Competitiveness, with an Original Sample value of 0.181, a T Statistic of 

2.282, and a P Value of 0.023. This indicates that favorable tax policies enhance Market 

Competitiveness, which in turn positively affects Organizational Financial Performance. 

4. HRM Practices → Operational Efficiency → Organizational Financial Performance:  

The indirect effect of HRM Practices on Organizational Financial Performance through 

Operational Efficiency is significant, with an Original Sample value of 0.175, a T Statistic of 

2.735, and a P Value of 0.000. This suggests that HRM Practices contribute to improving 

Operational Efficiency, which then leads to better financial performance. 

5. Strategic Marketing Initiatives → Operational Efficiency → Organizational Financial 

Performance: 

Strategic Marketing Initiatives have a significant indirect effect on Organizational Financial 

Performance through Operational Efficiency, with an Original Sample value of 0.137, a T 

Statistic of 2.186, and a P Value of 0.000. This indicates that marketing strategies improve 

Operational Efficiency, which subsequently enhances financial performance. 
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6. Tax Policies → Operational Efficiency → Organizational Financial Performance:  

The indirect effect of Tax Policies on Organizational Financial Performance through 

Operational Efficiency is significant, with an Original Sample value of 0.162, a T Statistic of 

2.420, and a P Value of 0.000. This suggests that favorable tax policies lead to improved 

Operational Efficiency, which in turn positively impacts financial performance. 

 

The indirect effect analysis in Table 10 highlights the mediating roles of Market Competitiveness 

and Operational Efficiency in the relationships between HRM Practices, Strategic Marketing Initiatives, 

Tax Policies, and Organizational Financial Performance. The results show that Market Competitiveness 

and Operational Efficiency are crucial pathways through which these factors influence financial 

performance. All indirect effects are statistically significant, indicating that improvements in HRM 

Practices, Strategic Marketing Initiatives, and Tax Policies enhance Organizational Financial 

Performance not only directly but also indirectly by strengthening Market Competitiveness and 

Operational Efficiency. These findings underscore the importance of focusing on these intermediary 

factors to achieve better financial outcomes in organizations. 

 

Discussion 

 

The Role of HRM Practices 

HRM Practices are shown to significantly influence Organizational Financial Performance 

indirectly through Market Competitiveness, as indicated by the indirect effect of 0.145 (T Statistic = 

2.795, P Value = 0.005). This result is consistent with the Resource-Based View (RBV) of the firm, 

which posits that human resources are a critical strategic asset that can provide a competitive advantage 

when managed effectively (Barney, 1991). HRM Practices, such as recruitment, training, performance 

management, and employee retention strategies, enhance the firm’s human capital, which in turn 

improves the firm's ability to compete in the market. The indirect effect suggests that HRM Practices do 

not directly lead to enhanced financial outcomes but rather do so by first improving the firm's market 

position. This aligns with the findings of prior research, such as Huselid's (1995) study, which 

demonstrated that effective HRM practices contribute to superior organizational performance primarily 

by fostering a more skilled and motivated workforce, which then enhances productivity and 

competitiveness. The increased competitiveness, as the study suggests, allows the organization to capture 

a larger market share, command premium prices, or reduce costs, all of which are pathways to improved 

financial performance. 

The indirect influence of HRM Practices on Operational Efficiency (Indirect Effect = 0.175, T 

Statistic = 2.735, P Value = 0.000) further reinforces the RBV perspective. Operational Efficiency 

reflects the firm’s ability to optimize its processes and resources to achieve maximum output with 

minimum waste, which is directly tied to the capabilities and competencies of its workforce. Efficient 

operations often result from streamlined processes, which are typically a function of both skilled labor 

and effective HRM systems that continuously refine these processes. This connection between HRM 

Practices and Operational Efficiency echoes findings from studies by Delery and Doty (1996), who 

observed that firms with advanced HRM systems often exhibit superior operational metrics, including 

lower defect rates, faster production cycles, and higher overall productivity. These improvements in 

operational metrics naturally translate into better financial performance, as suggested by the significant 

indirect effect found in this study. HRM Practices were assessed through items focusing on skills-

enhancing policies (e.g., training programs), motivation-enhancing policies (e.g., employee incentives), 

and opportunity-enhancing policies (e.g., career development opportunities). The significant indirect 

effects of HRM Practices on Organizational Financial Performance via Market Competitiveness 

(Indirect Effect = 0.145) and Operational Efficiency (Indirect Effect = 0.175) underscore the critical role 



ATESTASI: JURNAL ILMIAH AKUNTANSI  

Vol 7, Issue 2, (2024), 1258 - 1287 

1281 

 

that human resource strategies play in shaping a firm's overall success. 

The improvement in Market Competitiveness through HRM Practices can be understood through 

the lens of the Resource-Based View (RBV). Training programs and career development opportunities 

enhance employee capabilities, leading to higher productivity, innovation, and customer satisfaction—

all of which contribute to a stronger market position. For example, when employees are well-trained and 

motivated, they are likely to deliver better customer service and innovate in ways that differentiate the 

company from its competitors. This heightened competitiveness is reflected in metrics such as customer 

loyalty, market share, and pricing power, which were the specific items used to measure Market 

Competitiveness. Firms with superior HRM practices are better equipped to build a loyal customer base, 

capture a larger market share, and maintain pricing power, all of which drive financial performance. 

Similarly, HRM Practices contribute to Operational Efficiency by directly impacting employee 

productivity and turnover rates. Effective skills-enhancing policies lead to a more skilled and productive 

workforce, reducing operational inefficiencies and waste. Motivation-enhancing policies, such as 

incentives, contribute to employee retention, which reduces the costs associated with high turnover. 

When employees are motivated and skilled, they are more likely to engage in continuous improvement 

processes, leading to innovations that further enhance operational efficiency. The questionnaire items 

related to productivity, turnover rate, and innovation capture these dimensions of Operational Efficiency, 

showing how HRM Practices translate into tangible operational benefits that ultimately improve 

financial performance. 

 

Strategic Marketing Initiatives as a Driver of Competitiveness and Efficiency 

Strategic Marketing Initiatives also play a critical role in shaping Organizational Financial 

Performance through their impact on Market Competitiveness and Operational Efficiency. The indirect 

effect of Strategic Marketing Initiatives on Organizational Financial Performance via Market 

Competitiveness is substantial (Indirect Effect = 0.174, T Statistic = 2.596, P Value = 0.010), 

underscoring the importance of marketing strategies in enhancing the firm’s market position. According 

to the Marketing Orientation Theory (Kohli & Jaworski, 1990), firms that are more attuned to market 

needs and competitor actions are better positioned to anticipate changes, innovate, and satisfy customer 

demands, which are essential for sustaining competitive advantage. 

Strategic Marketing Initiatives often involve market research, brand positioning, customer 

relationship management, and product innovation—all of which contribute to a stronger market presence. 

This stronger market presence, in turn, enables firms to differentiate themselves from competitors, secure 

customer loyalty, and justify premium pricing, leading to enhanced financial performance. The 

significant indirect effect through Market Competitiveness observed in this study aligns with empirical 

findings from studies like that of Slater and Narver (1994), who reported that firms with a strong market 

orientation consistently outperform their less market-oriented peers in terms of profitability and market 

share. Moreover, Strategic Marketing Initiatives also influence Organizational Financial Performance 

indirectly through Operational Efficiency (Indirect Effect = 0.137, T Statistic = 2.186, P Value = 0.000). 

This finding suggests that effective marketing strategies not only enhance the firm’s market position but 

also streamline operations, likely by better aligning production and service delivery with customer 

expectations. This is consistent with the Lean Marketing framework (Womack & Jones, 2003), which 

posits that effective marketing should aim to reduce waste by ensuring that products and services meet 

customer needs precisely, thus avoiding the costs associated with overproduction, excessive inventory, 

or unnecessary features. The alignment of marketing efforts with operational processes ensures that 

resources are used efficiently, leading to cost savings and improved financial performance. Strategic 

Marketing Initiatives were measured by items related to market segmentation, product differentiation, 

and targeted promotional campaigns. The significant indirect effects of Strategic Marketing Initiatives 

on Organizational Financial Performance through Market Competitiveness (Indirect Effect = 0.174) and 
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Operational Efficiency (Indirect Effect = 0.137) highlight the multifaceted impact of marketing strategies 

on firm performance. 

Market segmentation and product differentiation are critical components of a firm's competitive 

strategy. By effectively segmenting the market and differentiating its products, a firm can target specific 

customer segments more accurately, meet their needs more precisely, and establish a strong brand 

identity. This enhanced market competitiveness is reflected in the firm's ability to maintain loyal 

customers, command a substantial market share, and exert pricing power—all of which contribute to 

higher financial performance. For example, a company that successfully differentiates its products can 

charge premium prices, thereby increasing profitability. This process is captured in the questionnaire 

items related to customer loyalty, market share, and pricing power. Furthermore, Strategic Marketing 

Initiatives contribute to Operational Efficiency by ensuring that the firm's marketing efforts are aligned 

with its operational capabilities. Effective market segmentation and targeted promotions help optimize 

resource allocation, ensuring that the firm focuses on the most profitable segments and avoids 

unnecessary expenses. This alignment between marketing and operations reduces inefficiencies and 

improves productivity, as indicated by the questionnaire items on employee productivity and innovation. 

For example, a company that targets its promotions effectively will likely see a higher return on 

investment for its marketing expenditures, as well as more efficient production and service delivery 

processes, which in turn enhance financial performance.  

 

Market Competitiveness and Operational Efficiency as Mediators 

The roles of Market Competitiveness and Operational Efficiency as mediators in the relationship 

between the independent variables (Tax Policies, HRM Practices, Strategic Marketing Initiatives) and 

Organizational Financial Performance are critical. Market Competitiveness mediates the effects of Tax 

Policies, HRM Practices, and Strategic Marketing Initiatives, suggesting that these strategies enhance 

financial performance by first improving the firm's competitive position. This is consistent with Porter’s 

Competitive Strategy Framework (Porter, 1980), which posits that firms achieve superior financial 

performance by either cost leadership or differentiation, both of which are reflected in Market 

Competitiveness. Operational Efficiency, on the other hand, mediates the relationship between these 

strategies and financial performance by optimizing the firm’s internal processes. The positive indirect 

effects through Operational Efficiency suggest that firms with better HRM practices, strategic marketing 

initiatives, and favorable tax policies can streamline their operations, reduce costs, and improve 

productivity, all of which lead to better financial outcomes. This aligns with the principles of Lean 

Management (Womack & Jones, 2003), which emphasizes the importance of efficiency in achieving 

competitive advantage and financial success. Finally, Organizational Financial Performance, measured 

by profitability (e.g., ROI, ROA), cash flow management, and revenue growth, is the ultimate dependent 

variable impacted by the strategies and mediating factors. The significant indirect effects observed in 

this study suggest that financial performance is not merely the result of direct actions but is heavily 

influenced by the firm’s competitive positioning and operational capabilities. The questionnaire items 

used to measure financial performance provide a comprehensive view of the firm's financial health, 

capturing both profitability and growth, which are essential indicators of long-term success. 

 

Tax Policies as a Strategic Lever 

The impact of Tax Policies on Organizational Financial Performance, as mediated by Market 

Competitiveness and Operational Efficiency, highlights the strategic importance of fiscal policy and tax 

planning in corporate strategy. The significant indirect effect of Tax Policies on Organizational Financial 

Performance through Market Competitiveness (Indirect Effect = 0.181, T Statistic = 2.282, P Value = 

0.023) suggests that favorable tax environments or effective tax planning can enhance a firm’s 

competitive position. This aligns with the principles of Strategic Tax Management (Desai & Dharmapala, 
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2006), which advocate for the use of tax policies as a tool to enhance competitive advantage. Firms that 

strategically manage their tax obligations can reallocate the savings towards competitive activities such 

as R&D, marketing, or capital investment, thereby enhancing their market position and, ultimately, their 

financial performance. 

Similarly, the significant indirect effect through Operational Efficiency (Indirect Effect = 0.162, 

T Statistic = 2.420, P Value = 0.000) suggests that tax savings can also be invested in process 

improvements or technology upgrades, leading to more efficient operations. This is in line with the 

notion of tax-induced investment (Auerbach, 2002), where tax savings are channeled into investments 

that enhance operational efficiency. For instance, firms might use tax incentives or credits to invest in 

energy-efficient technologies, automation, or process optimization tools, all of which reduce operating 

costs and improve margins. Tax Policies were measured by items related to tax credits, deductions, 

deferments, and rates, all of which directly impact a firm's financial decisions, cost structure, cash flow 

management, and profitability. The significant indirect effect of Tax Policies on Organizational Financial 

Performance via Market Competitiveness (Indirect Effect = 0.181) suggests that these financial 

strategies enable firms to position themselves more competitively in the market. For example, tax credits 

might provide additional resources for investment in market expansion or R&D, enhancing a firm's 

competitive edge. Similarly, effective tax deductions can reduce the overall cost structure, allowing firms 

to offer competitive pricing without sacrificing margins. This aligns with the notion that strategic tax 

management can serve as a competitive tool, as firms with better tax strategies are often able to reinvest 

savings into areas that bolster their market position (Desai & Dharmapala, 2006). Moreover, the indirect 

effect through Operational Efficiency (Indirect Effect = 0.162) indicates that tax policies also contribute 

to more efficient operations, possibly by freeing up cash flow through deferments or optimized tax rates 

that can be used to invest in process improvements or technology. For instance, firms that effectively 

manage their tax obligations might have more liquidity to invest in automation, reducing operational 

costs and increasing productivity, which in turn improves financial performance. 

 

Theoretical and Practical Implications 

The findings from this study provide both theoretical and managerial insights that are critical for 

understanding how HRM Practices, Strategic Marketing Initiatives, and Tax Policies contribute to 

Organizational Financial Performance through the mediating effects of Market Competitiveness and 

Operational Efficiency. 

Theoretical Implications: From a theoretical perspective, this study contributes to the literature 

by reinforcing and expanding on the Resource-Based View (RBV) and Marketing Orientation Theory. 

The significant indirect effects observed underscore the importance of viewing organizational resources 

and capabilities as interrelated constructs that jointly drive performance outcomes. The study highlights 

how HRM Practices, often considered an internal function, have broader implications for market 

positioning and operational efficiency, thereby extending the traditional scope of the RBV. This 

integration of HRM with Market Competitiveness offers a more holistic view of how firms can leverage 

their human capital not just for internal efficiency but for external market success as well. Similarly, the 

findings support the Marketing Orientation Theory by demonstrating that Strategic Marketing Initiatives 

are not only pivotal for direct market success but also contribute to internal efficiencies. This suggests 

that marketing strategies should be seen as integral to the overall operational strategy of the firm, rather 

than as isolated external functions. The significant role of Tax Policies, often overlooked in strategic 

management literature, adds a novel dimension to our understanding of how financial strategies can 

influence both operational and market outcomes, further enriching the theoretical frameworks that guide 

strategic management and organizational performance. 

Managerial Implications: For practitioners, the study provides actionable insights into how firms 

can optimize their strategies to enhance financial performance. Managers should recognize that effective 
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HRM Practices do more than improve employee satisfaction and retention; they are also key drivers of 

the firm’s competitive position in the market. Investing in comprehensive HRM systems that include 

skills development, employee motivation, and career opportunities can lead to significant competitive 

advantages and operational efficiencies, ultimately driving better financial outcomes. Marketing 

managers should take note of the dual role that Strategic Marketing Initiatives play. Not only do they 

contribute directly to Market Competitiveness, but they also enhance Operational Efficiency by aligning 

production and service delivery with customer expectations. This calls for a more integrated approach 

to marketing and operations, where marketing strategies are designed with operational capabilities in 

mind, ensuring that promotional efforts and market positioning are both effective and efficient. Finance 

managers and executives should consider Tax Policies as a strategic tool rather than merely a compliance 

issue. The study suggests that favorable tax strategies, such as optimizing tax credits, deductions, and 

deferments, can significantly enhance both market competitiveness and operational efficiency. By 

strategically managing tax obligations, firms can free up resources for investment in competitive 

activities and process improvements, leading to better financial performance. 

 

Conclusion  
 

The comprehensive analysis presented throughout our discussions reveals critical insights into 

how HRM Practices, Strategic Marketing Initiatives, and Tax Policies contribute to enhancing 

Organizational Financial Performance through the mediating roles of Market Competitiveness and 

Operational Efficiency. This study highlights the intricate and interconnected nature of organizational 

strategies, showing that the direct and indirect pathways through which these variables influence 

financial outcomes are essential for understanding the dynamics of corporate success. Theoretically, this 

study reinforces and extends the Resource-Based View (RBV) and Marketing Orientation Theory by 

demonstrating that the strategic management of human resources, marketing efforts, and tax policies are 

not isolated functions but are deeply intertwined with the firm’s ability to compete in the market and 

operate efficiently. The integration of these strategies within the broader organizational framework is 

crucial for driving financial performance. From a managerial perspective, the findings suggest that 

organizations should adopt a holistic approach to strategy, where HRM, marketing, and financial 

management are aligned to support both competitive positioning and operational excellence. to enhance 

the investment in comprehensive HRM systems, align marketing strategies with operational capabilities, 

and view tax policies as strategic levers for enhancing both market competitiveness and operational 

efficiency. However, the study also recognizes its limitations, including its cross-sectional design, 

industry-specific focus, and the exclusion of other potential mediators and moderators. These limitations 

open avenues for future research, particularly in exploring longitudinal effects, expanding the scope of 

industries and regions, and integrating additional variables such as organizational culture and digital 

transformation. 

Despite its contributions, this study has several limitations that open avenues for future research. 

First, the cross-sectional nature of the data limits the ability to infer causality between the constructs. 

While significant relationships were observed, longitudinal studies are needed to confirm these findings 

and explore the dynamics over time. Future research should consider using time-lagged data to better 

understand how the relationships between HRM Practices, Strategic Marketing Initiatives, Tax Policies, 

Market Competitiveness, Operational Efficiency, and Organizational Financial Performance evolve. 

Second, the study is limited by its focus on specific industries or geographical regions. The 

generalizability of the findings may be constrained, as different industries and regions may exhibit 

varying relationships between these constructs. Future research could expand the scope by including 

diverse industries and global samples to validate and extend the findings. Third, while this study 

emphasizes the mediating roles of Market Competitiveness and Operational Efficiency, other potential 

mediators and moderators were not explored. Factors such as organizational culture, leadership styles, 
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and external environmental conditions (e.g., economic volatility, regulatory changes) could also play 

significant roles in these relationships. Future research should explore these additional variables to 

provide a more comprehensive understanding of the mechanisms driving organizational performance. 

Additionally, the study did not account for potential reverse causality, where strong Organizational 

Financial Performance could lead to improved HRM Practices, more aggressive Strategic Marketing 

Initiatives, and better Tax Policies. Future research could employ more sophisticated methodologies, 

such as structural equation modeling or Granger causality tests, to address this issue. Finally, given the 

rapid technological advancements and the increasing importance of digital transformation, future 

research should explore how digitalization impacts the relationships identified in this study. For instance, 

investigating how digital HRM practices, digital marketing strategies, and digital tax solutions influence 

market competitiveness and operational efficiency would be valuable in understanding how firms can 

adapt to the evolving business landscape. 
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