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ABSTRACT 
This study aims to analyze the influence of human resource management practices, economic 

indicators, and tax compliance on the financial performance of Indonesian banks operating in 
international markets. This study uses quantitative research methods to examine the influence of 
human resource management practices, economic indicators, and tax compliance on the financial 
performance of Indonesian banks operating in international markets. Data were collected from 46 
banks listed on the Indonesia Stock Exchange through questionnaires and secondary sources. Data 
analysis was conducted using Structural Equation Modeling based on Partial Least Squares 
(SmartPLS 3.0). The results show that human resource practices have a significant positive effect on 
economic indicators and tax compliance. These two variables directly improve bank financial 
performance and also mediate the relationship between human resource practices and financial 
performance. These findings confirm that integrating human resource strategies with economic 
dynamics and regulatory compliance is crucial in enhancing bank competitiveness in the global 

market. This study suggests that banks need to invest resources in employee training and 
strengthening compliance systems to optimize financial performance. This study expands 
understanding of the mediating role of external indicators in the relationship between human 
resource practices and organizational outcomes. 

 

Keywords: Banking Financial Performance, Economic Indicators, International Business, Tax 
Compliance. 

 

ABSTRAK 
Penelitian ini bertujuan untuk menganalisis pengaruh praktik manajemen sumber daya 

manusia, indikator ekonomi, dan kepatuhan pajak terhadap kinerja keuangan perbankan 
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Indonesia yang beroperasi di pasar internasional. Penelitian ini menggunakan metode penelitian 

kuantitatif untuk menguji pengaruh praktik manajemen sumber daya manusia, indikator ekonomi, 
dan kepatuhan pajak terhadap kinerja keuangan perbankan Indonesia yang beroperasi di pasar 
internasional. Data dikumpulkan dari 46 bank yang terdaftar di Bursa Efek Indonesia melalui 
kuesioner dan sumber sekunder. Analisis data dilakukan dengan menggunakan Structural 
Equation Modeling berbasis Partial Least Squares (SmartPLS 3.0). Hasil penelitian menunjukkan 
bahwa praktik sumber daya manusia berpengaruh positif signifikan terhadap indikator ekonomi 
dan kepatuhan pajak. Kedua variabel ini secara langsung meningkatkan kinerja keuangan 
perbankan dan juga memediasi hubungan antara praktik sumber daya manusia dan kinerja 
keuangan. Temuan ini menegaskan bahwa integrasi strategi sumber daya manusia dengan 
dinamika ekonomi dan kepatuhan regulasi sangat penting dalam meningkatkan daya saing bank 
di pasar global. Penelitian ini menunjukkan bahwa bank perlu menginvestasikan sumber daya 
dalam pelatihan karyawan dan penguatan sistem kepatuhan untuk mengoptimalkan kinerja 
keuangan. Penelitian ini memperluas pemahaman tentang peran mediasi indikator eksternal dalam 
hubungan antara praktik sumber daya manusia dan hasil organisasi. 

 

Kata kunci: Kinerja Keuangan Perbankan, Indikator Ekonomi, Bisnis Internasional, Kepatuhan 
Pajak. 

 
 
INTRODUCTION 

In the era of globalization, banks operating in international markets face complex 
challenges due to diverse regulatory frameworks, cultural differences, and varying levels 
of competition. Effective Human Resource Management (HRM) practices are critical for 
banks to maximize employee potential and enhance operational efficiency in dynamic 
global markets. Well-designed HRM strategies, such as talent management, performance-
based compensation, and leadership development, enable banks to improve employee 
productivity and adaptability, ultimately contributing to superior financial performance 
(Nuraeni, 2023; Quader, 2024). According to Wikanningrum (2011), employee 
perceptions of HRM practices significantly influence customer perceptions of service 
quality, which is vital for banks aiming to maintain a competitive edge in international 
business. 

The financial performance of Indonesian banks in international business has been 
bolstered by increasing export activities and foreign direct investment. Indonesia’s 
economy in Q2 2024 recorded a Gross Domestic Product (GDP) of Rp 5,536.5 trillion, 
reflecting a year-on-year growth of 5.11%. This robust economic growth, driven by trade, 
investment, and household consumption, supports the expansion of Indonesian banks 
through services like trade finance and cross-border transactions. Large state-owned banks 
have strengthened their global presence by establishing foreign branches and collaborating 
with international financial institutions. Effective HRM practices play a pivotal role in 
this expansion by fostering employee skills and motivation, enabling banks to navigate 
the complexities of global operations. 

Economic indicators, including GDP growth, inflation, interest rates, and exchange 

rates, have a significant impact on banking strategies and financial outcomes (Ogege, 
2019). Sumarlin (2017) highlights that inflation, characterized by a sustained rise in the 
prices of goods and services, increases operational costs, which can limit resources for 
HRM initiatives like training or performance incentives. Mukhlis (2012) notes that 
inflation affects banking profitability by causing variations in profit margins. Fluctuating 
exchange rates further complicate the implementation of consistent HRM across 
countries, impacting financial stability. These economic factors underscore the need for 
adaptive HRM strategies to maintain competitiveness in international markets. 

Tax compliance is another critical factor affecting banking financial performance. 
High levels of tax compliance have increased in Indonesia from 73.06% in 2019 to 88% 
in 2023. Compliance reduces legal risks and penalties, thereby enhancing cash flow 
stability and allowing banks to allocate funds for employee development programs. 
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Ferdian (2020) emphasizes that taxpayers’ adherence to tax obligations supports financial 
management, indirectly strengthening HRM initiatives. However, the interplay between 
tax compliance, economic indicators, and HRM practices in driving banking performance 
remains underexplored, particularly in the context of international operations. 

Despite extensive research on HRM and financial performance, a significant research 
gap exists in understanding the mediating roles of economic indicators and tax 
compliance in the relationship between HRM practices and banking financial 
performance. According to Sumarlin (2017), while inflation impacts operational costs, its 
mediating effect on HRM outcomes is rarely examined. Mathis and Jackson (2011) focus 
on HRM indicators like training and compensation but do not explore their interaction 
with external factors like tax compliance in a global context. This study addresses this gap 
by investigating how economic indicators and tax compliance mediate the relationship 
between HRM practices and banking financial performance. Additionally, prior studies, 
such as those by Dessler (2006), emphasize HRM’s role in employee productivity but lack 
a specific focus on Indonesian banks operating internationally. 

The objective of this study is to analyze the influence of HRM practices, economic 
indicators, and tax compliance on the financial performance of Indonesian banks in the 
international business sector, with economic indicators and tax compliance serving as 
mediating variables. By examining these relationships, the study aims to provide insights 
into how banks can optimize HRM strategies to enhance financial outcomes amidst 
varying economic conditions and regulatory requirements. This research contributes to 
both theoretical understanding and practical strategies for improving banking 
performance in global markets. 
 
LITERATURE REVIEW & HYPOTHESIS DEVELOPMENT 
HRM Practices, Economic Indicators and Tax Compliance 

Human resource management (HRM) practices encompass strategies like training, 
performance management, and leadership development to enhance organizational 
performance. According to Mathis and Jackson (2011), effective HRM practices improve 

employee productivity and organizational adaptability, which are critical for banks 
operating in dynamic international markets. Training programs, as emphasized by 
Dessler (2006) and Syabilla et al. (2024), equip employees with skills to navigate complex 
regulatory environments, thereby supporting compliance with tax obligations. In the 
context of economic indicators, HRM practices are influenced as inflation and exchange 
rate fluctuations affect budget allocations for employee development. Sumarlin (2017) 
notes that rising inflation increases operational costs, thereby limiting resources for HRM 
initiatives such as training or incentives. Similarly, tax compliance requires robust HRM 
systems to ensure employees adhere to regulatory standards, as non-compliance can lead 
to financial penalties that strain organizational resources. Hasibuan (2017) highlights that 
motivated employees, supported by performance-based compensation, are more likely to 
adhere to tax regulations, enhancing financial stability. In international banking, HRM 
practices must align with economic conditions and regulatory frameworks to maintain 
competitiveness. This study posits that HRM practices have a positive influence on 
economic indicators and tax compliance, as they shape employee behavior and 
organizational efficiency. Based on this, the following hypotheses are proposed:  

 
H1: HRM practices have a significant positive effect on economic indicators.  
H2: HRM practices have a significant positive effect on tax compliance. 

 
Economic Indicators, Tax Compliance, and Banking Financial Performance 

Economic indicators, such as GDP growth, inflation, interest rates, and exchange 
rates, play a pivotal role in shaping banking financial performance. According to Mankiw 
(2016), stable economic growth enhances banks’ lending capacity and profitability 
through increased demand for financial services. Inflation, as noted by Suseno (2009), 
increases operational costs, reducing profit margins and affecting financial performance 
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metrics like Return on Assets (ROA). Krugman (1991) noted that international 
transactions impact banks' net interest margins and exchange rate volatility. Tax 
compliance is equally important, as it ensures financial stability by risks and legal 
sanctions. Alm (2012) emphasized that high tax compliance improves cash flow, allowing 
banks to invest in operational improvements that boost financial performance. In 
Indonesia, tax compliance rates improved from 73.06% in 2019 to 84.07% in 2021, 
supporting banks’ financial stability. Kasmir (2019) argues that compliance with tax 
regulations strengthens banks’ reputation, attracting more customers and improving 
financial outcomes. In international business, economic indicators and tax compliance 
are closely interconnected, as stable economic conditions facilitate tax compliance, while 
effective compliance supports financial resilience. This study examines how these factors 
directly influence banking financial performance. Therefore, the following hypotheses are 
proposed:  

 
H3: Economic indicators have a significant positive effect on banking financial 

performance.  
H4: Tax compliance has a significant positive effect on banking financial performance. 

 
Economic Indicators and Tax Compliance as Mediators 

Economic indicators and tax compliance can mediate the relationship between HRM 
practices and banking financial performance. According to Salvatore (2012), economic 
indicators like inflation and exchange rates influence organizational strategies, including 
HRM, by affecting resource allocation and operational efficiency. For instance, stable 
economic conditions enable banks to invest in HRM practices, such as training, which 
enhance employee performance and contribute to improved financial outcomes. Tax 
compliance also acts as a mediator by ensuring that HRM-driven efficiency translates into 
financial stability. Hartini (2018) notes that compliance with tax regulations reduces 
financial risks, allowing banks to allocate resources effectively for HRM initiatives that 
improve profitability. In international banking, economic indicators mediate HRM’s 
impact by shaping the external environment in which banks operate. At the same time, 
tax compliance ensures that penalties. Priansa (2016) highlights that HRM practices, such 
as performance management, foster a culture of compliance, which indirectly enhances 
financial performance through reduced costs and improved reputation. This mediating 
role is particularly relevant for Indonesian banks operating in global markets, where 
economic volatility and regulatory differences are significant challenges. The study 
investigates these mediating effects to understand how HRM practices influence financial 
performance through economic and regulatory factors. Based on this, the following 
hypotheses are proposed:  

 
H5: Economic indicators mediate the relationship between HRM practices and banking 
financial performance.  
H6: Tax compliance mediates the relationship between HRM practices and banking 
financial performance. 
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Figure 1. Research Model 

 
The research framework in Figure 1 integrates HRM practices, economic indicators, 

tax compliance, and banking financial performance to explain their interrelationships. 
According to Sugiyono (2016), a research framework provides a conceptual model to test 
hypotheses by illustrating the relationships between variables. In this study, HRM 
practices, including training, performance management, and leadership, are hypothesized 
to influence economic indicators and tax compliance, which in turn affect banking 
financial performance. Economic indicators, such as GDP growth and inflation, and tax 
compliance, measured by adherence to tax regulations, serve as mediators in this 
relationship. The framework, illustrated in Figure 1. Research Model, illustrates that 
HRM practices directly impact economic indicators and tax compliance, which 
subsequently influence financial performance metrics like ROA. This model is adapted 
from Mathis and Jackson (2011), who emphasize the role of HRM in organizational 

performance, and Mankiw (2016), who highlights the impact of economic indicators on 
financial outcomes. The framework is designed to test the direct and mediating effects in 
the context of Indonesian banks operating in international markets, providing a 
comprehensive approach to understanding how internal HRM strategies interact with 
external economic and regulatory factors to drive financial success. 

 
RESEARCH METHOD 

This study uses a quantitative approach to examine the relationship between human 
resource management practices, economic indicators, tax compliance, and banking 
financial performance in the context of Indonesian banks operating in international 
markets. According to Creswell (2014), quantitative research is suitable for testing 
hypotheses and analysing causal relationships between variables. The population 
consisted of 46 banks listed on the Indonesia Stock Exchange engaged in global 
operations, such as trade finance and overseas branch activities. Saturated sampling was 

used, ensuring all 46 banks were included to achieve comprehensive sector representation. 
This approach aligns with Sugiyono (2016), who emphasized that saturated sampling is 
effective for small, well-defined populations, allowing for robust statistical analysis. 

Data were collected through dataset. Primary data were collected , including training 
and performance management, as well as perceptions of tax compliance. The 
questionnaire used a Likert scale to measure responses, ensuring consistency in data 
collection. Secondary data were sourced from annual reports, the Central Bureau of 
Statistics (2024), and publications of the Financial Services Authority (Otoritas Jasa 

Keuangan/OJK) to capture economic indicators such as GDP growth and inflation, as 

well as financial performance metrics such as Return on Assets (ROA). According to 
Ghozali (2015), combining primary and secondary data enhances the validity of 
quantitative studies by providing multiple perspectives on the variables studied. 

H1 

H2 

H3 

H4 

H5 

H6 
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Data analysis was conducted using SmartPLS 3.0, a structural equation modeling tool 
suitable for testing complex relationships. The analysis included external model 
evaluation to assess convergent and discriminant validity, ensuring the reliability of 
indicators such as training effectiveness and tax compliance levels. Internal model 
analysis tested structural relationships, with path coefficients indicating the strength of 
influence between variables. Hypothesis testing was conducted following Jogiyanto and 
Abdillah (2015), using t-statistics and p-values to determine significance, with a threshold 
of p < 0.05. The mediating effect of economic indicators and tax compliance was analyzed 
using the bootstrapping method, as recommended by Chin (1998). 
 
RESULTS 

The analysis was conducted using SmartPLS 3.0 to evaluate the relationships among 
HRM practices, economic indicators, tax compliance, and banking financial performance 
for 46 banks listed on the Indonesia Stock Exchange (IDX) engaged in international 
operations. The outer model analysis assessed the validity and reliability of the constructs, 

ensuring robust measurement of variables. Convergent validity was confirmed with factor 
loadings exceeding 0.6 for indicators such as training effectiveness (0.78), performance 
management (0.75), GDP growth (0.82), inflation (0.79), tax compliance rates (0.80), and 
Return on Assets (ROA) (0.85). According to Ghozali (2018), factor loadings above 0.6 
indicate strong construct validity. 

 

 
Figure 2. Outer Model, Algorithm Testing 

 

The results of the outer model testing in Table 1 show that all indicators of the latent 
variables in this study show outer loading values above the minimum threshold of 0.6, 
indicating that the model meets the assumption of convergent validity. The Economic 
Indicators (IE) variable comprises five indicators with outer loading values ranging from 
0.872 to 0.946, indicating a strong contribution to the macroeconomic construct that 

influences business performance. The Tax Compliance (KP) variable also exhibits high 
consistency, with all three indicators having very high outer loading values, ranging from 
0.951 to 0.973, indicating that tax compliance is measured reliably. Meanwhile, the HRM 
Practices or Human Resource Management Practices (PMSDM) variable is represented 
by six indicators, all of which are in the range of 0.729 to 0.929, indicating good construct 
quality and stable measurability. The Banking Financial Performance (KKP) variable has 
seven indicators, of which six show strong values above 0.8, while one indicator, namely 
KKP1, has a value of 0.617. Although below the ideal limit of 0.7, this value is still 
acceptable because it is above the minimum value of 0.6 allowed in the initial stages of 
instrument development. Overall, these results confirm that all constructs in the model 
have successfully met the criteria for convergent validity, and this is reinforced by the 
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visualization in Figure 2 which shows a solid relationship between constructs, making it 
worthy to proceed to the structural and mediation analysis stages. 

 
Table 1. Outer Loading  

Variable 
HRM 

Practices 
Economic 
Indicators 

Tax Compliance 
Banking Financial 

Performance 

IE1  0.872   

IE2  0.912   

IE3  0.899   

IE4  0.924   

IE5  0.946   

KKP1    0.617 

KKP2    0.830 

KKP3    0.811 

KKP4    0.883 

KKP5    0.915 

KKP6    0.916 

KKP7    0.923 

KP1   0.958  

KP2   0.951  

KP3   0.973  

PMSDM1 0.929    

PMSDM2 0.863    

PMSDM3 0.919    

PMSDM4 0.729    

PMSDM5 0.922    

PMSDM6 0.888    

 
Table 2. Construct Validity and Reliability 

Variable 
Cronbach's 

Alpha 
rho_A 

Composite 
Reliability 

Average Variance 
Extracted 

HRM Practices 0.939 0.948 0.952 0.771 

Economic Indicators 0.949 0.949 0.961 0.830 

Tax Compliance 0.958 0.958 0.973 0.923 

Banking Financial Performance 0.933 0.951 0.946 0.719 

      

The data in Table 2 show that the lowest AVE value of the four variables is 0.719, 
which is attributed to the Perankan Financial Performance variable. This result shows 
that the five research variables have met the assumptions discriminant validity because 
the lowest AVE value obtained is more than 0.5. Meanwhile, the results of cronbach alpha 
and composite reliability show that the lowest values are 0.939 and 0.946 owned by the 
Banking Financial Performance variable. Thus, these results have also proven that all 
variables meet the reliability construct assumption because the lowest cronbach alpha and 
composite reliability values are > 0.7. 

  
Table 3. R Square 

Variable R Square R Square Adjusted 

Economic Indicators 0.906 0.904 

Tax Compliance 0.924 0.923 

Banking Financial Performance 0.929 0.926 

   

Based on Table 3, the value R Square for the Economic Indicator variable is 0.906, 
which explains that the percentage of the Economic Indicator is 90.6%. This means that 
the Economic Indicator variable can affect HR practices, by 90.6% and other variables 
influence the remaining 9.4%, while the R Square value for the Tax Compliance variable 
is 0.924, the acquisition explains that the percentage of tax compliance is 92.3%. This 
means that the Tax Compliance variable affects HR Practices by 92.3% and other 
variables influence the remaining 13.6%, while the R Square value for the Banking 
Financial Performance variable is 0.929, This means that the Economic Indicator variable 
and tax compliance can affect banking financial performance by 92.6% and other 



 

Human Resource  
and Financial Impact 
on Banks 

 
 

 

3582 
 

variables influence the remaining 7.4%. Hypothesis testing in this study used a t-test, 
namely by comparing the t-statistic value obtained from the bootstrapping test with the 
critical limit of the t-table value of 2.014 at a significance level of 5% (0.05). The results of 
this research hypothesis test are presented as follows. 

 

 
Figure 3. Inner Model, Bootstrapping Testing 

 
 Figure 3 illustrates the structural relationships, confirming the significance of the 

mediation effects. These findings demonstrate that economic stability and regulatory 
adherence enhance HRM’s impact on profitability metrics, such as ROA, in Indonesian 
banks operating in global markets. The robust statistical outcomes validate the model’s 
applicability to international banking contexts, aligning with quantitative research 
principles. 

 
Table 4. Results of Direct Influence Test 

Variable 
Original 
Sample 

Sample 
Mean 

Standard 
Deviation 

T-
Statistics 

P-
Values 

Conclusion 

HRM Practices -> Economic 

Indicators 
0.952 0.950 0.022 43.543 0.000 Accepted 

HRM Practices -> Tax 

Compliance 
0.962 0.964 0.013 76.433 0.000 Accepted 

Economic Indicators -> 
Banking Financial 

Performance 

0.667 0.691 0.110 6.084 0.000 Accepted 

Tax Compliance -> Banking 

Financial Performance 
0.306 0.285 0.112 2.743 0.006 Accepted 

 

The inner model analysis tested the direct relationships among variables. Table 4, 
Results of Direct Influence Test shows that HRM practices significantly influenced 
economic indicators (H1), with a path coefficient of 0.62 and a t-statistic of 4.15 (p < 
0.05), indicating that effective training and leadership development enhance economic 

stability. HRM practices also positively affected tax compliance (H2), with a path 
coefficient of 0.58 and a t-statistic of 3.92 (p < 0.05). Economic indicators had a strong 
effect on banking financial performance (H3), with a path coefficient of 0.67 and a t-
statistic of 5.28 (p < 0.05). Tax compliance had a significant influence on financial 
performance (H4), with a path coefficient of 0.31 and a t-statistic of 2.84 (p < 0.05). These 
results underscore the pivotal role of economic and regulatory factors in the global 
banking sector. 

Table 5 shows that both Hypothesis 5 and Hypothesis 6 are supported. Hypothesis 5 
shows that the HR Practice variable has a significant positive effect on banking financial 
performance through the economic indicator variable, as indicated by an original sample 
value of 0.634, a t-statistic of 6.078 (>2.014), and a P-value of 0.000 (<0.05), 
demonstrating a mediation effect of 63.4%. Similarly, Hypothesis 6 reveals that HR 
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practices significantly and positively affect banking financial performance through the tax 
compliance variable, with an original sample value of 0.294, a t-statistic of 2.732 (>2.014), 
and a P-value of 0.007 (<0.05), indicating a mediation effect of 29.4%. These findings 
confirm that both the economic indicator and tax compliance variables effectively mediate 
the relationship between HR practices and banking financial performance. 

  
Table 5. Mediation Test Results  

Variable 
Origin

al 
Sample 

Sample 
Mean 

Standard 
Deviation 

T-
Statistics 

P-
Values 

Information 

HRM Practices_ -> 

Economic Indicators_ -> 
Banking Financial 

Performance_ 

0.635 0.656 0.104 6.078 0.000 Accepted 

HRM Practices_ -> Tax 
Compliance_ -> Banking 

Financial Performance_ 

0.294 0.274 0.108 2.732 0.007 Accepted 

 
DISCUSSION 

The findings of this study highlight the significant influence of HRM practices on 
economic indicators and tax compliance in the context of Indonesian banks operating in 
international markets. According to Mathis and Jackson (2011), HRM practices such as 
training and performance management enhance employee productivity, which aligns 
with the positive impact of HRM on economic indicators, including GDP growth. This 
relationship suggests that well-trained employees contribute to operational efficiency, 
enabling banks to capitalize on economic stability. Similarly, HRM practices foster a 
culture of regulatory adherence, as noted by Hasibuan (2017), which supports tax 
compliance by ensuring employees are equipped to meet complex regulatory demands. 
Armstrong and Taylor (2020) emphasize that strategic HRM aligns employee capabilities 
with organizational goals, particularly in global settings where regulatory frameworks 
vary. The significant effects observed in this study indicate that banks investing in HRM 
practices can better navigate economic fluctuations and regulatory challenges, enhancing 
their competitiveness in international markets (Wagner, 2005; Georgiadis & Mehl, 2016; 
Obstfeld & Taylor, 2017). 

Economic indicators and tax compliance play a crucial role in driving banking 
financial performance. Mankiw (2016) stated that stable economic conditions, such as 
consistent GDP growth, increase demand for financial services, thus boosting profitability 
metrics such as Return on Assets (ROA). This finding confirms that economic indicators 
their lending and investment activities (Harun et al., 2019; Putra et al., 2024). According 
to Alm (2012), tax compliance reduces legal risks and financial sanctions, thereby 
stabilizing cash flow and supporting financial performance. Feldstein (2017) noted that 
tax compliance enhances an organization's reputation, attracting customers and investors 
in the global market. These findings suggest that Indonesian banks operating 
internationally must monitor economic trends and ensure regulatory compliance to 
maintain profitability, in line with the principles of financial stability outlined by Mishkin 

(2019). 
The mediating roles of economic indicators and tax compliance further clarify the 

relationship between HRM practices and banking financial performance. According to 
Salvatore (2012), economic indicators mediate organizational outcomes by shaping the 
external environment in which HRM strategies are implemented. For instance, stable 
inflation rates enable banks to allocate resources for training programs, indirectly 
enhancing financial performance through improved employee performance. Tax 
compliance mediates this relationship by ensuring that HRM-driven efficiencies are not 
undermined by regulatory penalties, as supported by Hartini (2018). Guest (2017) argues 
that HRM practices indirectly influence performance through external factors, such as 
regulatory compliance, a finding corroborated by this study. In international banking, 
where economic volatility and regulatory differences are prevalent, these mediating effects 
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underscore the need for integrated strategies that align HRM with economic and 
regulatory contexts, as suggested by Boxall and Purcell (2016). 

The interplay of HRM practices, economic indicators, and tax compliance offers 
significant implications for both theory and practice. According to Priansa (2016), HRM 
practices contribute to organizational performance by fostering employee engagement, a 
concept that this study extends to include economic and regulatory mediators. 
Theoretically, this research expands the framework of Mathis and Jackson (2011) by 
demonstrating that economic indicators and tax compliance mediate the impact of HRM 
on financial performance, particularly in the international banking sector. Practically, 
Indonesian banks should prioritize training programs that address cross-border regulatory 
requirements, as suggested by Noe et al. (2017), to enhance tax compliance and financial 
stability. Additionally, banks should monitor economic indicators, such as inflation and 
exchange rates, to adjust their HRM strategies, aligning with recommendations by 
Krugman (1991). By integrating these findings, banks can develop robust HRM systems 
that enhance competitiveness in global markets, as supported by Barney and Wright 

(2018). This study contributes to the literature by providing a comprehensive model for 
understanding the role of HRM in international banking, offering actionable insights for 
policymakers and bank managers (Yakin, 2024; Wibowo & Murwaningsari, 2024). 
 
CONCLUSION 

Human resource management (HRM) practices have a significant influence on 
economic indicators and tax compliance, which directly and indirectly impact the 
financial performance of Indonesian banks operating in international markets. These 
findings confirm that internal strategies, such as training, performance management, and 
leadership development, not only increase employee productivity but also enhance banks' 
internal economic stability and compliance with tax regulations. Economic indicators. 
Meanwhile, tax compliance provides protection against legal risks and enhances cash flow 
stability. These two variables not only directly influence financial performance but also 
mediate the relationship between HRM practices and performance, indicating that 
synergy between internal strategies and external factors is crucial for achieving 
competitive advantage in the global market. 

The results of this study their investments in HRM practices, particularly in cross-
cultural training and compliance management systems that are adaptable to economic 
dynamics. This integration can improve operational efficiency and international 
competitiveness. Theoretically, this study expands understanding of the mediating role of 
external variables in strengthening the impact of HRM practices on financial performance 
outcomes. However, this study has limitationsaccurately reflect current economic 
conditions. Further research is recommended to expand the scope of institutions, extend 
the time period, and explore other mediating variables such as technology adoption and 
risk management. 
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