© JAN 2022 | IRE Journals | Volume 5 Issue 7 | ISSN: 2456-8880

Impact On Employee Performance of HRM Practices at
the NGO/MFI’s Sector in Bangladesh

MEHEDI HASSAN
Ph. D Researcher, Lincoln University of Malaysia

Abstract- Studies on HRM practices at different
levels have been an area of interest for researchers
for several decades because of the expansion of the
industries and innovative practices which enable an
organization to retain and utilize the Human
resource effectively. As the 21% century has seen a
tremendous growth in the service sector especially
the NGO/MFIs’ sector where the service providers
were growing it is crucial for the organizations to
retain and care for their employees and to improve
their competitive advantages. Hence this study was
undertaken in NGO/MFIs’ sector major to identify
the impact of HR practices (Training, Compensation
and employee participation) on employee
performance. Samples were collected using
questionnaire from 142 employees in order to test the
hypothesis. Regression analysis was done using
SPSS to find out the impact of independent variables
on employee performance. It was found that there
was a significant relationship and impact of training
and compensation plans on employee performance
whereas employee participation had less impact on
employee performance.

Indexed Terms- Human resource Management,
Training, compensation, employee participation

I INTRODUCTION

Impact of human resource management practices on
organizational performance has been a widely
researched area for years. Results of studies, from
developed countries to developing countries, have
been time and again showing that HR practices have
significant impact on organizational performance
(Delaney & Huselid, 1996; Katou & Budhwar, 2007;
Sing, 2004; Tzafrir, 2006). But unfortunately, very
insufficient numbers of studies have been conducted
in this area among the developing countries. To
augment the contemporary knowledge base of HR
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practices of developing countries, this study has been
undertaken in NGO sector in Bangladesh.

Bangladeshi NGOs’ has seen massive structural
transformation in terms of overall development which
has made the industry to be highly competitive. The
MFIs’ industry is fastest growing industry in
Bangladeshi aspect. The industry takes a significant
role in the Bangladeshi economy. The industry
estimated revenue 17.33% (approximately) of the total
GDP. The MFIs’ industry can be categorized into two
sectors, service and developing sector. The industry
also faces a lot of challenges as a result of MFIs’
change and customer demands.

Bangladesh Vision 2041 (Vision '41) is a national
strategic plan to farther develop the socio-economic
standing of the People’s Republic of Bangladesh,
issued by Prime minister Sheikh Hasina and
formulated by National Economic Council. Because of
the fastest expansion rate of MFI’s Human resource
practices are organizational tools that can be used to
attract and retain the best brain in order to achieve
organization objectives. In this scenario, this research
examined the impact of certain HR practices on
employee performance as case study of NGO sector in
Bangladesh.

The member-based Microfinance Institutions (MFIs)
constitute a rapidly growing segment of the Rural
Financial Market (RFM) in Bangladesh. Microcredit
programs (MCP) in Bangladesh are implemented by
various formal financial institutions (nationalized
commercial banks and specialized banks), specialized
government organizations and Non-Government
Organizations (NGOs). The growth in the MFI sector,
in terms of the number of MFI as well as total
membership, was phenomenal during the 1990s and
continues till today.
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Despite the fact that more than a thousand of
institutions are operating microcredit programs, but
only 10 large Microcredit Institutions (MFIs) and
Grameen Bank represent 87% of total savings of the
sector and 81% of total outstanding loan of the sector.
Through the financial services of microcredit, the poor
people are engaging themselves in various income
generating activities and around 30 million poor
people are directly benefited from microcredit
programs.

Credit services of this sector can be categorized into
six broad groups: i) general microcredit for small-scale
self-employment-based activities, ii) microenterprise
loans, iii) loans for ultra-poor, iv) agricultural loans, v)
seasonal loans, and vi) loans for disaster management.
Currently, 599 institutions (as of October 10 2011)
have been licensed by MRA to operate Micro Credit
Programs.

1. RESEARCH OBJECTIVE

The main purpose of the study was to identity the
impact of HR practices on Employee performance.

1. LITERATURE REVIEW

The impact of human resource management on the
performance of a company has come into limelight
and as such it has become an area that requires paying
more attention to in the field of (HRM). According to
few studies, some human resource practices will have
a positive impact on an organization’s performance
while numerous researchers suggest that more
conceptual and practical approach is important on
these works (Delery & Shaw, 2001; Von Krogh,
Ichijo, & Nonaka, 2000; Wright & Boswell, 2002).
Although, recently employees in an organization are
seen as the most important asset possessed by an
organization however, their impact are felt by only a
few organizations (Davenport & Pruzak, 2000;
Schein, 2006; Syed-Ikhsan & Rowland, 2004).

There has been an increase in the experimental studies
that examines the influence of some practices of
(HRM) on performance of employees (Becker &
Huselid, 2006; Bowen Ostroff, 2004). One can come
across various HR practices that can influence the
performance of an organization on their own or when
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merged with others. However, the result cannot be
easily interpreted (Ahmad & Schroeder, 2003). In
order to examine the influence of HR practices on
performance of employees, which is also related to
organizational growth, it may be necessary to
recognize the HR practices that are recommended by
Pfeffer (1998) in which the literature explains that one
can expect its influence on employee performance.

e Training and Employee development

Training is done to create change by initiating a new
employee into the culture of the organization. It
involves new employees acquiring new skills or
improving their skills in order to implement change
that is needed by an organization. Training is not
sufficient enough to motivate work force. But, it is an
important tool that an organization can use to achieve
its long term goals (Laird, Holton Ill, & Naquin,
2003). Training given to employees is done as an
agreement to maintain culture of the organization and
also to be productive which in turn will result in
earning reward and awards. Training also plays an
important role in employee performance as the skills
acquired during the training will be the major part of
the employee life-cycle in an organization (Cardon &
Stevens, 2004). Training as a tool will help an
employee to upgrade his knowledge and technicality
and improves his performance in the organization
(Castilla, 2005). Training plays an important role in
motivating employees to take part in organized
projects, to willingly support programs that will
improve the organization and to do their best in order
to see that organizational goals are achieved (Bolman
& Deal, 2011). When employees are trained, it will be
easy for organizations to achieve their set goals
(Linderman, Schroeder, Zaheer, & Choo, 2003).

H1: There is a significant relationship between
training and development practices and employee
performance.

o Performance Appraisal

Performance appraisal is used by organizations to
evaluate employees’ efforts so as to reward them for
the efforts (Collins and Clark, 2003). Performance
appraisal was found to have both direct and indirect
effect on administrative performance of employee and
the feedback obtained from performance appraisal
activities, usually conducted at least once annually can
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help to improve administrative processes (Collins and
Clark, 2003).

H2: There is a significant relationship between
Performance Appraisal and employee performance.

e Employee Participation

Tata and Prasad (2004) Pointed out that employee will
be more committed to the organization as a result of
team work and decentralization of decision making,
with active participation, employees will feel like a
part of the organization and this will have a positive
impact on the organizational performance. Working
together as a team and making joint decisions is of
utmost importance at this point in order to be able to
achieve the set objectives of the team and the
organization as a whole. According to Pfeffer, 1998;
Wagner, 1994; Yeatts and Hyten, 1998; Singer and
Duvall (2000) a number of studies have established
that success of high-performance HRM practices
depend on decentralization and self-managed team.
Jayaram et al., (1999) also establish that a team that is
decentralized can positively influence time and
flexibility, which are two dimensions of performance.
In another study by Collins and Clark (2003) it was
observed that human resource processes and
procedures play important role in terms of allowing
organization to take competitive advantage and ensure
bringing HR practices and organizational performance
closer, using employee network procedure of high
level management practices.

H3: There is a significant relationship between
employee participation and employee performance.

IV. DATA COLLECTION

The data is collected through survey questionnaire. As
this study is about the HRM and performance to
understand the impact Quantitative approach was
adopted. Rational for the selection of close-ended
questions instead of conduct interviews is to find the
relationship between variables and comparisons
between the respondents (Brayman& Bell, 2007). The
data used for the study were obtained from both
Primary and Secondary Data sources. The Primary
sources include direct information collected through
administration of questionnaires in order to gain
insight into the research topic. The secondary data
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sources include journals, textbooks and other related
publication both online and offline. Data were
gathered through administering of questionnaires to
employees of SAMADHAN, Shishu Niloy
Foundation (SNF), Jagoroni Cakra Foundation (JCF),
Rural Reconstruction Foundation (RRF), DESHA
Kustia, Bandhu Kallyan Foundation (BKF), WAVE
Foundation, SEHEO, and Society Development
Committee (SDC). The entire questions in the
questionnaires were structured and some of the
questions were intended to test hypothesis that were
previously formulated in the study.

The questionnaire designed for this study has two
sections which include; the first section that consists
of normal scale questions which involve demographic
information of respondents. The information was later
converted into percentage to ease analysis. And the
second section that consists of 5-point Likert Scales
questions with 5 options to choose from. The options
are provided for respondents to show the rate at which
they agree or disagree with the questions. The options
answer provided for the questions start with 1-which
stands for “Strongly Agree”, followed by 2-which
represents “Agree”, the next is 3—which stand for
“Neutral”, followed by 4-which represents “Disagree”
and ends with 5-that stand for “Strongly Disagree”.

V. POPULATION

This study adopted a convenient sampling method to
select sample from the total population to conduct the
research. The sample size for the study was 142
employees employed in aforesaid organizations. The
respondents were chosen based upon their willingness
and convenience to respond to the survey and the
sample size was arrived after rejections on
incompletion.

VI. DATA ANALYSIS

The data gathered was analyzed using the statistical
analysis software. The Statistical Package for Social
Sciences (SPSS) version 21 was used to analyses the
data collected. The SPSS software was used to
perform descriptive statistics such as correlation
analysis, regression analysis, and to compare the
differences in the regression coefficient. Pearson’s
Correlation Co-efficient was adopted for data analysis
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approach. The method was used to test the relationship
between HR practices and performance of employees.

VIl. DEMOGRAPHIC ANALYSIS

51% of the respondents are female for as compared to
male (49%). This shows that there are more females
workers in NGO sector in Bangladesh compared with
the male workers. The average age of respondents is
above 40 years old accounted for 2.0%, fewer than 25
years old accounted for 23.5%, above 25 years old
accounted for 50.0%, and above 36 years old
accounted for 24.5%. The highest qualification is
Master degree and only 3.9% of the respondents got
that. Bachelor degree holders are the highest
respondents with 43.1%, follow by Diploma with
34.3%, HSC 15.7% and HSC 2.9%. Respondents who
have spent less than 1 year at work accounted for
35.3%, above 3 years accounted for 40.2%, above 4
years accounted for 22.5%, above 7 years accounted
for 1.0% and more than 10 years also accounted for
1.0%.

VII. HYPOTHETICAL TESTING
H1: There is a significant relationship between

training and development practices and employee
performance.

a. Dependent Variable: Employee performance
b. Independent Variable: Training

This can be interpreted as the relationship between
training and employee performance is significant. This
result proves that there is relationship between
employee training and employee performance. This
result was in line with the findings from Phillips
(2009) in his study the effect of training on teacher
performance in secondary education. The study
established that there is a relationship between training
and employee performance. This result is reasonable
in that people get better with better training and
additional skills. From the regression table, the
regression equation y = b1x1 + A can be expressed as
Employee Performance = 0.303 (Training) + 1.476

This implies that employee performance will increase
by 0.303 for every one unit increase in training. That
is, whenever employees are been trained, their
performance will increase by 30.3%. The beta
coefficient in regression is 0.282 positive. Thus it is
evident that training has 28.2% influences on
employees’ job performance. Hence the hypothesis
one was proved to be significant.

H2: There is a significant relationship between
Performance Appraisal and employee performance.

Model Sum of | DF | Mean | F Sig. ANOVA
Squares Square
Regression | 6.002 1 6.002 | 8.667 | .004a Model Sum Df | Mea | E Sig.
Residual 69.253 | 100 | .693 of n
Total 75.255 | 101 Squar Squa
es re
Coefficients 1| Regressi | 10.98 | 1 109 | 16.6 | .000
Model Unstandard | Standard | T Si on 1 81 35 a
ized ized g. Residual | 66.01 | 10 | .660
Coefficient | Coefficie 0 0
S nts Total 76.99 | 10
B Std. 0 1
Erro
r
1| (Const | 1.47 | .374 3.9 |.00
ant) 6 52 |0
Trainin | .303 | .103 | .282 29 | .00
g 44 |4
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Coefficients

Model Unstandar | Standar

dized dized

Coefficie | Coeffici

nts ents

B Std. Be | T Si

Error ta g.

1(Const | 2.424 .239 101 | .0
ant) 36 00
Perform | .372 .091 3 1407 | .0
ance 78 |9 00
Apprais
al

Dependent Variable: Employee Performance
Independent Variable: Performance Appraisal

The value of significant of the model from ANOVA is
0.000. This shows that the relationship between
performance appraisal and employee performance is
statistically significant.

The coefficient value for performance appraisal and
employee performance, using the regression equation
y =bix1 + A, will be: Employee Performance = 0.372
(Performance Appraisal) + 2.424. This indicates that
employee performance will increase by 0.372 for
every one unit increase in performance appraisal

The beta coefficient for performance appraisal and
employee performance is 0.378. The value of beta
indicates the level at which independent variable
(performance appraisal) can influence the variations in
the dependent variable (employee performance). The
higher the value of beta the higher is the influence of
independent variable on dependent variable and vice
versa. Performance Appraisal has 37.8% influences on
employee performance. The percentage of influence is
moderate. This proves that performance appraisal has
moderate influence on employees’ performance.

H3: There is a significant relationship between
employee participation and employee performance.

ANOVA
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Model Sum Df | Mean | F Sig.
of Squar
Squar e
es
1| Regressi | .051 1 .051 .06 | .807
on 0 a
Residual | 85.29 | 10 | .853
2 0
Total 85.34 | 10
3 1

Coefficients

Model Unstandar | Standar

dized dized

Coefficie | Coeffici

nts ents

B Std. Be | T Si

Error ta g.

1(Const | 3.062 .282 108 | .0
ant) 63 00
Employ | .026 .105 .0 |.245 | 8
ee 24 07
Particip
ation

a. Dependent Variable: Employee Performance
b. Independent variable: Employee participation

From the ANOVA Table, the significance in the
relationship between employee participation and
employee performance is tested. It can be deduced
from this result that there is no relationship between
the independent variables (Employee Participation)
and dependent variable (employee performance). Both
the independent and dependent variables are not
comparable and fit.

The coefficient value for employee participation and
employee performance, using the regression equation
y = b1x1 + A which can be expressed as: Employee
Performance = 0.026 (Employee Participation) +
3.062. This model estimating that employee
performance is expected to increase by 0.026 when
employee participation increase by one unit and
employee performance is expected to be 3.062 when
incentives are zero.
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The beta coefficient is positive 0.024. The beta
percentage is 2.4% which can be considered to be very
low. This proofs that the level of influence of
employee participation on employee performance is
comparatively low. Hence the H3 was proved to be
non- significant.

DISCUSSION AND CONCLUSION

This study was undertaken with the basic objective of
identifying the impact of HR practices on employee
performance at the NGO sector in Bangladesh. Three
major HR practices were chosen for study after review
of literature and conducting a study on HR practices at
this sector. Three hypotheses were developed which
focused on identifying the impact of Training,
performance appraisal and Employee participation on
employee performance. The findings of the regression
analysis proved that there was a significant
relationship  between training on employee
performance. It was found that Performance appraisal
has moderate influence on the performance and
employee participation in decision making has least
influence on the performance.

This study results match with few findings where he
revealed that training, compensation and performance
appraisal are highly significant in employees’
efficiency and effectiveness. Likewise the findings
from this research are in line with the results from
PKSF (2017) where it is revealed that Training and
compensation have significant influence on
organization and employees’ performance. This
finding is also relates with this study results. This
study results is also the same with the findings
revealed by UNDP (2018) where it is showed that
employee training helps to develop organization
performance, take a vital role in improving employee
performance as well as increasing productivity and
eventually helps to place organizations in the best
position to face competitive challenges and stay on
top.

LIMITATIONS AND FUTURE STUDY
There are also many limitations of this study which
includes; First, the study is only limited to a single

MFI major in Bangladesh, So the results of this study
can only be used for further research in MFIs’industry
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at different levels. Secondly the HR practices
discussed in this study are very short in numbers.
These HR practices are taken from the research work
already done by different researchers and according to
the predominant HR practice at the NGO sector, hence
there are several other practices which could be
focused in future studies.

REFERENCES

[1] Ahmad, S., & Schroeder, R. G. (2003). The
impact of human resource management practices
on operational performance: recognizing country
and industry differences. Journal of Operations
Management, 21(1), 19-43.

[2] Bae, J., & Lawler, J. J. (2000). Organizational
and HRM strategies in Korea: Impact on firm
performance in an emerging economy. Academy
of Management Journal, 43(3), 502-517.

[3] BARNEY, J., & Hesterly, W. (2006). 1.3
Organizational Economics: Understanding the
Relationship  between  Organizations and
Economic Analysis. The SAGE handbook of
organization studies, 111.

[4] Becker, B.E., & Huselid, M. A. (2006). Strategic
human resources management: where do we go
from here? Journal of management, 32(6), 898-
925.

[5] Bharadwaj, A. S. (2000). A resource-based
perspective on information technology capability
and firm  performance: an  empirical
investigation. MIS quarterly, 169-196.

[6] Bolman, L. G., & Deal, T. E. (2011). Reframing
organizations: Artistry, choice and leadership:
Jossey-Bass.

[7] Bowen, D. E. & Ostroff, C. (2004).
Understanding HRM—firm performance
linkages: The role of the “strength” of the HRM
system. Academy of management review, 29(2),
203-221.

[8] Cardon, M. S., & Stevens, C. E. (2004).
Managing human  resources in  small
organizations:

[91 What do we know? Human resource
management review, 14(3), 295-323.

[10] Carlson, D. S., Upton, N., & Seaman, S. (2006).
The Impact of Human Resource Practices and

ICONIC RESEARCH AND ENGINEERING JOURNALS 426



[11]

[12]

[13]

[14]

[15]

[16]

[17]

[18]

[19]

[20]

IRE 1703137

© JAN 2022 | IRE Journals | Volume 5 Issue 7 | ISSN: 2456-8880

Compensation Design on Performance: An
Analysis of Family-Owned SMEs. Journal of
Small Business Management, 44(4), 531-543.

Castilla, E. J. (2005). Social Networks and
Employee Performance in a Call Centerl.
American Journal of Sociology, 110(5), 1243-
1283.

Collins, C. J., & Clark, K. D. (2003). Strategic
human resource practices, top management team
social networks, and firm performance: The role
of human resource practices in creating
organizational competitive advantage. Academy
of Management Journal, 46(6), 740-751.

Collins, C. J., & Smith, K. G. (2006). Knowledge
exchange and combination: The role of human
resource practices in the performance of high-
technology firms. Academy of Management
Journal, 49(3), 544-560.

Combs, J., Liu, Y., Hall, A, & Ketchen, D.
(2006). How much do high-performance work
practices matter? A meta-analysis of their effects
on organizational performance. Personnel
Psychology, 59(3), 501-528.

Compton, R. L., Morrissey, W. J., Nankervis, A.
R., & Morrissey, B. (2009). Effective recruitment
and selection practices: CCH Australia Limited.

Core, J. E., & Larcker, D. F. (2002). Performance
consequences of mandatory increases in
executive stock ownership. Journal of Financial
Economics, 64(3), 317-340.

Creswell, J. W., & Clark, V. L. P. (2007).
Designing and conducting mixed methods
research: Wiley Online Library.

Davenport, T. H., & Short, J. E. (2003).
Information technology and business process
redesign. Operations management: critical
perspectives on business and management, 1, 1-
27.

Delery, J. E., & Shaw, J. D. (2001). The strategic
management of people in work organizations:
Review, synthesis, and extension. Research in
personnel and human resources management,
20, 165-197.

Dwyer, L., & Kim, C. (2003). Destination
competitiveness: determinants and indicators.
Current issues in tourism, 6(5), 369-414.

[21]

[22]

[23]

[24]

[25]

[26]

[27]

[28]

[29]

[30]

[31]

[32]

ICONIC RESEARCH AND ENGINEERING JOURNALS

Gentzoglanis, A.  (2007). International
Competitiveness in the NGO/MFIs ’munications
and ICT Sectors: A Cross-Country Comparison:
Centre interuniversitaire de recherche sur la
science et la technologie.

Hawken, P., Lovins, A. B., & Lovins, L. H.
(2010). Natural capitalism: the next industrial
revolution: Earthscan.

Hayton, J. C. (2003). Strategic human capital
management in SMEs: An empirical study of
entrepreneurial performance. Human Resource
Management, 42(4), 375-391.

Kaplan, R. S., & Norton, D. P. (2000). Having
trouble with your strategy?: Then map it:
Harvard Business School Publishing
Corporation.

Laird, D., Holton Ill, E. F., & Naquin, S. S.
(2003).  Approaches To Training And
Development: Revised And Updated: Basic
Books.

Langley, G. J., Moen, R., Nolan, K. M., Nolan,
T. W., Norman, C. L., & Provost, L. P. (2009).
The improvement guide: a practical approach to
enhancing organizational performance: John
Wiley & Sons.

Lee, J.-N. (2001). The impact of knowledge
sharing,  organizational  capability  and
partnership quality on IS outsourcing success.
Information & Management, 38(5), 323-335.

Martocchio, J. J., & Joe, M. (2004). Strategic
compensation: A human resource management
approach: Pearson Education India.

Mayson, S., & Barrett, R. (2006). The
‘science’and ‘practice’of HRM in small firms.
Human resource management review, 16(4),
447-455.

Nelson, B. (2012). 1501 Ways to Reward
Employees: Workman Publishing.

Paul, A. K., & Anantharaman, R. N. (2003).
Impact of people management practices on
organizational performance: analysis of a causal
model. International Journal of Human
Resource Management, 14(7), 1246-1266.
Pettigrew, A. M., Woodman, R. W., & Cameron,
K. S. (2001). Studying organizational change and
development: Challenges for future research.

427



[33]

[34]

[35]

[36]

[37]

[38]

[39]

[40]

IRE 1703137

© JAN 2022 | IRE Journals | Volume 5 Issue 7 | ISSN: 2456-8880

Academy of Management Journal, 44(4), 697-
713.

Pfeffer, J. (1998). The human equation. Boston,
MA.

Porter, M. E. (2000). Location, competition, and
economic development: Local clusters in a

global economy. Economic development
quarterly, 14(1), 15-34.

Publishing, V. H. (2007). IT service
management: an introduction: Van Haren

Publishing. Roberts, J. A., Hann, I.-H., &
Slaughter, S. A. (2006). Understanding the
motivations, participation, and performance of
open source software developers:
Alongitudinal study of the Apache projects.
Management science, 52(7), 984-999. Rynes, S.
L., Gerhart, B., & Minette, K. A. (2004). The
importance of pay in employee Motivation:
Discrepancies between what people say and what
they do. Human Resource Management, 43(4),
381-394.

Schein, E. H. (2006). Organizational culture and
leadership (Vol. 356): Wiley.com. Syed-lkhsan,
S. O. S., & Rowland, F. (2004). Knowledge
management in a public Organization: a study on
the relationship between organizational elements
and the performance of knowledge transfer.
Journal of knowledge management, 8(2), 95-111.

Tata, J.,, & Prasad, S. (2004). Team self-
management, organizational structure, and
judgments of team effectiveness. Journal of
Managerial Issues, 248-265.

Tedjokusumo, H., & Setyorini, H. (2011). THE
GROWTH STRATEGIC AFTER FINANCIAL
CRISIS IN INDONESIA  NGO/MFIS’
SERVICES INDUSTRY YEAR 2008-2009.
Global  Network-International  Journal  of
Business, Management and Accounting, 4(1).

Teece, D. J. (2000). Managing Intellectual
Capital: Organizational, Strategic, and Policy
Dimensions: Organizational, Strategic, and
Policy Dimensions: Oxford University Press.

Wright, P. M., & Boswell, W. R. (2002).
Desegregating HRM: A review and synthesis of
micro and macro human resource management
research. Journal of management, 28(3), 247-
276.

[41]

[42]

ICONIC RESEARCH AND ENGINEERING JOURNALS

Zivnuska, S., Kacmar, K. M., Witt, L., Carlson,
D.S., & Bratton, V. K. (2004). Interactive effects
of impression management and organizational
politics on job performance. Journal of
Organizational Behavior, 25(5), 627-640.

Zubko, K. C., & Sahay, R. R. (2010). Inside the
Indian Business Mind: A Tactical Guide for
Managers: A Tactical Guide for Managers:
ABC-CLIO.

428



