“Factors influencing employee performance and their impact on productivity: A
study of commercial banks in Bangladesh”

AUTHORS

ARTICLE INFO

DOI
RELEASED ON
RECEIVED ON
ACCEPTED ON

LICENSE

JOURNAL
ISSN PRINT
ISSN ONLINE
PUBLISHER
FOUNDER

Md. Atikur Rahaman

R

Rupali Dilip Taru

R

Aman Gupta

Vikash Prajapat

R

Md. Abdul Latif Mahmud

Md. Atikur Rahaman, Rupali Dilip Taru, Aman Gupta, Vikash Prajapat and Md.
Abdul Latif Mahmud (2023). Factors influencing employee performance and their

impact on productivity: A study of commercial banks in Bangladesh. Banks and
Bank Systems, 18(2), 127-136. doi:10.21511/bbs.18(2).2023.11

http://dx.doi.org/10.21511/bbs.18(2).2023.11
Monday, 29 May 2023

Wednesday, 15 March 2023

Tuesday, 09 May 2023

@) ev |
This work is licensed under a Creative Commons Attribution 4.0 International
License

"Banks and Bank Systems"

1816-7403

1991-7074

LLC “Consulting Publishing Company “Business Perspectives”

LLC “Consulting Publishing Company “Business Perspectives”

© The author(s) 2023. This publication is an open access article.

=//~/| BUSINESS
PERSPECTIVES

Nem—

businessperspectives.org



®®

<

==l

BUSINESS PERSPECTIVES

LLC “CPC “Business Perspectives”
Hryhorii Skovoroda lane, 10,
Sumy, 40022, Ukraine

www.businessperspectives.org

Received on: 15t of March, 2023
Accepted on: 9t of May, 2023
Published on: 29t of May, 2023

© Md. Atikur Rahaman, Rupali Dilip
Taru, Aman Gupta, Vikash Prajapat,
Md. Abdul Latif Mahmud, 2023

Md. Atikur Rahaman, Ph.D., Associate
Professor, School of Management,
Jiujiang University, Jiangxi, China.
(Corresponding author)

Rupali Dilip Taru, Ph.D., Assistant
Professor, Department of Management
Studies, Bharati Vidyapeeth, India.

Aman Gupta, Ph.D., Assistant
Professor, Shri Jagdishprasad Jhabarmal
Tibrewala (JJT) University, India.

Vikash Prajapat, Research Scholar,
Nirwan University, Jaipur, India.

Md. Abdul Latif Mahmud, Senior
Lecturer, World School of Business,
World University of Bangladesh,
Bangladesh.

This is an Open Access article,
distributed under the terms of the
Creative Commons Attribution 4.0
International license, which permits
unrestricted re-use, distribution, and
reproduction in any medium, provided
the original work is properly cited.

Conflict of interest statement:
Author(s) reported no conflict of interest

http://dx.doi.org/10.21511/bbs.18(2).2023.11

Banks and Bank Systems, Volume 18, Issue 2, 2023

Md. Atikur Rahaman (China), Rupali Dilip Taru (India), Aman Gupta (India),
Vikash Prajapat (India), Md. Abdul Latif Mahmud (Bangladesh)

FACTORS INFLUENCING EMPLOYEE

PERFORMANCE AND THEIR
IMPACT ON PRODUCTIVITY:
A STUDY OF COMMERCIAL
BANKS IN BANGLADESH

Abstract

Employees are the most valuable part of every organization in the world, and the suc-
cess of the organization depends on how well its employees do their jobs. Nowadays,
commercial banks in Bangladesh are growing overwhelmingly, so the competition is
enhancing one bank to another. Employee performance at the firm level and workplace
productivity has not been empirically studied in the context of Bangladesh. The pur-
pose of this study is to find out the variables that affect how well employees at bank-
ing institutions in Bangladesh do their jobs. People who worked in private banks in
Bangladesh were the focus of this study and the final sample size was 250. The sample
size was suitable for quantitative regression analysis. The questionnaire was sent to
the e-mail ids of employees, and the questionnaires were adopted from the previous
studies. To test the model and hypothesis, SPSS is used to analyze collected data in
this study. The regression analysis was duly run with using the SPSS 26.0 version. The
study shows that competence, compensation, leadership, and motivation have a big
and good effect on how well employees do their jobs in regard to private commercial
banks in Bangladesh. So, bank authorities should identify the factors influencing the
improvement of the performance of bank employees, and they need to focus on em-
ployee productivity-enhancing activities.

Keywords employee performance, competence, leadership,
motivation, compensation, productivity
JEL Classification M10, M12, 030

INTRODUCTION

Human resources are considered the key indicator of developing or-
ganizational performance and employee performance where the
organization can easily achieve goals within their specified time
(Pradhan & Jena, 2017; Sadick & Kamardeen, 2020). Today’s market is
regarded as a fierce market, and competitors are competing with one
another regarding providing attractive services to customers (Jung
& Yoon, 2020). But a company’s reputation rests on how well its em-
ployees do their jobs and how well the company itself does, so the
management of every organization needs to maintain employee per-
formance to stay in the competitive market (Song et al., 2019). Even
though the business already has modern technology, the organization
cannot work without people. But workers are seen as the company’s
biggest asset (Bedarkar & Pandita, 2014), human resource manage-
ment is crucial because it provides leadership and guidance to the or-
ganization’s human resources (Ai et al., 2022; Bashir & Ramay, 2008).
Nowadays, banking organizations referred to as the economy’s vital
organs which is the key indicator of the economy of a nation (Jahan et
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al., 2020; Ahmed et al., 2021). The banking sector is growing rapidly in Bangladesh (Islam et al., 2021;
Islam & Bhuiyan, 2021). Employees are the largest asset to produce products effectively and efficiently
in an organization (Devonish, 2013; El-Zeiny, 2012). However ultimately, a company’s success hinges
on the caliber of its leadership, decision quality, and information quality of its measurement and pro-
portion (Mozaffari et al., 2012). Several variables, including those related to happiness on the work,
accountability factors, motivation parameters, guidance elements, performance aspects, remuneration
characteristics, and work environment variables and communication factors, as well as work experience
factors, directly affect employee performance, and employee performance affects productivity (Karim
etal., 2015; Khan et al., 2011). In this study, there are four crucial factors that have a major effect on em-
ployee performance, namely competence, compensation, leadership, and motivation (Zayed et al., 2022).
The main objective of this study is to determine the excellent human resource management as a lens
through which to examine the issues affecting staff working capacity.

In the banking industry, employee performance is a vital aspect of company success (Gilingor, 2011). The
overall banking sector has expanded significantly over the years (Rahaman et al., 2020; Gazi et al., 2021),
and the effectiveness of these institutions depends on the work of its personnel (Achi & Sleilati, 2016).
Customers’ delight is a top priority in this fiercely competitive market, therefore banks must work hard
to deliver top-notch customer service (Jahan et al., 2020; Ahmed et al., 2021). Bank staff members that
behave well are more likely to provide customers with exceptional service, resulting in higher client
satisfaction, engagement, and loyalty. Also, the effectiveness and profitability of all banking institutes
depend greatly on employee performance (Jena, 2022). Banks have intricate procedures that require
qualified and knowledgeable banking staft to carry out duties all financial duties smoothly and effec-
tively. Employees that act well seem to be more probable to finish assignments quickly and efliciently,
resulting in enhanced output and profit for the bank. Banks with a focus on staff development, review
meeting, and coaching are more likely to increase financial growth and output. Strong employee per-
formance can boost a bank’s credibility along with improving financial profit and brand image (Khan
etal., 2017). Since the banking sector is tightly controlled, preserving client trust and confidence hinges
on maintaining an excellent reputation. A positive organizational climate that preserves professional
norms and values can be fostered by productive employees, which will benefit a bank’s standing. Banks
that spend on their staff members by offering them the knowledge and financial education they need are
more likely to accomplish greater client fulfillment, operational efficiency, and economic performance.
In order to succeed and develop over the long run, banks must put employee performance first. Actually,
organizational performance depends on employee performance, and productivity depends on employee
performance. Therefore, the management of banks needs to determine factors influencing employee
performance for producing goods and services for the customers, and the contributions of workers are
crucial if a company is to survive in a dynamic marketplace.

1. LITERATURE REVIEW

competence is having the ability to execute a role
or the potential in a person that engages knowl-

Competence (COMP) is defined superior under-
standing, competence, and proficiency of an em-
ployee that are considered an essential compo-
nent that which is something an individual with
more competence from other people with aver-
age competencies (Mitchell & Albright, 1971). On
the other hand, a person’s physical and mental
faculties combine to generate their “competen-
cy,” or their “ability or capacity” to carry out the
many duties required of them at work (Ridwan et
al.,, 2020; Danaei & Hosseini, 2013). Besides, job
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edge, skills, attitude, abilities, qualifications and
so on in accordance with established standards
(Tutu & Constantin, 2012; Gangani et al., 2006).
Henceforth, competence assists people in per-
forming better duties and responsibilities, which
facilitates the timely completion of organizational
objectives. Previous studies also recommend that
competence is a vital factor for establishing organ-
izational performance and employee performance
in an organization. On top of it, according to the
needed performance standards, competence is
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defined as a set of skills and knowledge and the
ability to use these skills and knowledge in a job
or company or across industries, which is divided
into two parts, for example, technical competence
(level of education, ability to analyze, and work ex-
perience) and non-technical competence (attitude,
flexibility, self-confidence, and self-control have a
direct impact on employee performance (Swanson
etal., 2020).

Compensation (COMPEN) is defined as the finan-
cial and nonfinancial perks of employees that is
given by the employer to employee for exchanging
contribution in the organization (Xiao & Cooke,
2020). On the other hand, compensation is regard-
ed as the wages, salary, incentives, bonus, rewards
and monetary and non-monetary facilities of em-
ployees, which create attraction among workers to
work enthusiastically and willingly for an organ-
ization (Prajapat et al., 2022; Arnolds & Boshoff,
2002). Besides, the term “compensation” refers to
the portion (or portion) of the reward system that
is only associated with the financial component
(Long & Sigh, 2017). However, pay is the whole
thing workers get in return for their efforts from
the employer due to their effective and efficient
hard labor (Widodo et al., 2017). Employees are
considered compensated for all services rendered,
whether in the form of monetary payment or in-
kind benefits (Danaei & Hosseini, 2013; Murphy;,
2008). Henceforth, compensation is a major in-
gredient that has a positive and significant impact
on employee performance (Mozaffari et al., 2013).
Previous studies also said that attractive compen-
sation packages are the key indicator of growing
motivation among employees, which assists to
work attentively that is related with better perfor-
mance (Nawab & Bhatti, 2011).

Leadership (LEAD) is defined as the ability to in-
fluence work enthusiastically to achieve organiza-
tional goals (Ahsana et al., 2013; Eliyana & Ma’arif,
2019). On the other hand, leadership is seen as
something that a leader possesses naturally, in
the form of skills and characteristics (Samuel &
Chipunza, 2009). Besides, to persuade people to
work together toward common goals, leaders must
be able to structure their interactions with them
in such a way that they feel motivated to do so.
However, a good leader can establish cordial rela-
tionship between the leader and employees, which
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supports growing employee performance. From
the previous studies it can be said that leadership
is the key indicator to create good performance
among the employees of an organization. Another
study also recommends that leadership influenc-
es people or a group of people to work through
maintaining ability, capability, and personality.
A study discovered a strong correlation between
leadership abilities and workplace productivity
(Samul, 2019). According to one study, inspira-
tional and motivating people, to reach their am-
bitions through transformational leadership, had
the strongest positive effect on work output (Misra
& Srivastava, 2018). Job success may be substan-
tially improved through transformational leader-
ship and certain leadership practices like goal-set-
ting and assessment (Alsayyed et al., 2020).

Motivation (MOTV) means to inspire people to
do work willingly for achieving goals of an or-
ganization (Yuan et al., 2021; Kovach, 1995). As
an alternative, motivation might be thought of
as the extra benefits of employees that is given by
an employer to an employee (Boxall et al., 2013).
Workplace motivation indicates the passion, hun-
ger or urge that actually employees have to do well
in their jobs (Mahmoud et al., 2021). It contains
all of the elements that affect a person’s willing-
ness and capacity to work toward accomplish-
ing their professional objectives and goals in life
(Jin, 1993). However, motivation is the key issue
to create inspiration among employees to engage
in work confidently that helps to achieve common
objectives of an organization (Yuan et al., 2022). A
key element in determining employee productivi-
ty, job happiness, and growth of an organization
is workplace motivation (Martin Cruz et al., 2009).
Therefore, according to Rietveld et al. (2021), mo-
tivation can be understood as an impulse that
comes from inside or as an internal tension. It is
something that causes, channels, and is the back-
ground that underlies a person’s conduct. Not only
do participants in a given activity differ in terms
of their abilities, but they also diverge in terms
of how committed they are to seeing the action
through to its conclusion (Uka & Prendi, 2021).
Personnel who are inspired seem to be more like-
ly to be enthusiastic about their jobs, dedicated to
their companies, and effective in their positions
(Christensen et al., 2020). By building a job atmos-
phere that encourages employee motivation, using
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elements like liberty, acknowledgement, reinforce-
ment, and incentives for professional development
and growth, corporations may increase staft per-
formance. Another study showed a number of el-
ements, such as goal-setting, a positive work at-
mosphere, and career progression, were associated
with increased worker incentive (Lohela-Karlsson
etal., 2022).

2. RESEARCH OBJECTIVE
AND HYPOTHESES
DEVELOPMENT

This study’s objective is to identify the important
characteristics that have the potential to influence
the levels of performance and productivity exhib-
ited by employees in the workplace. This study
proposes the following hypotheses based on the
extensive literature review.

There is an association between bank em-
ployees’ levels of competence (COMP) and
the performance of those personnel.

Hi:

There is an association between bank em-
ployees’ levels of compensation (COMPEN)
and the performance of those personnel.

H2:

There is an association between bank em-
ployees’ levels of leadership (LEAD) and the
performance of those personnel.

H3:

There is an association between bank em-
ployees’ levels of motivation (MOTV) and
the performance of those personnel.

H4:

Competence (COMP)

H1 (+)
Compensation (COMPEN) H2 (+)
H3 (+)
Leadership (LEAD)
H4 (+

Motivation (MOTV)

3. METHODOLOGY

Employees of commercial banks in Bangladesh
were the focus of this quantitative and explorato-
ry study, which included employees of commer-
cial banks in Bangladesh as an interest group.
To obtain data for this study, primary sources of
information were used where an online survey
questionnaire were adopted from the previous
studies. Because of the significant number of
people working in commercial financial insti-
tutions, this study relied on a non-probabilistic
sample selection strategy. For data collection,
300 questionnaires were sent to the respondents’
e-mail ids, collected from different branches of
commercial banks in Bangladesh. There were
280 replies total, however 30 were discarded be-
cause of insufficient data of a survey question-
naire. Henceforth the sample size was n = 250,
and the rate of responses was 93%. Explanations
were made to the survey questionnaire to make
it more user-friendly for responders based on
the selected constructs like competence, com-
pensation, leadership and motivation. The sur-
vey form consisted of two parts, one part indi-
cates demographic information and part two
mentions survey questionnaires on study var-
iables. The data were collected using a Likert
scale of one to five points, with 1 representing
a strong disapproval and 5 a strong agreement,
for each topic in the questionnaire. The re-
search model and hypotheses were put through
testing in SPSS 26.0, with a 5% significance level
being employed for the tests. A Cronbach Alpha
() score of 0.70 or higher was regarded adequate
for measuring the reliability of the constructs
in this study.

Employee Performance (EP)

Figure 1. Framework of the study
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Table 1. Reliability and validity analysis

Construct Items Loading Cronbach
: ¢ (a) value
comP1 0756
Competence COMP2 0.867 0772
(COMP) COMP3 0.968
COMP4 0.949
COMPEN1 0685
Compensation COMPEN2 0.789 0.846
(COMPEN) COMPEN3 0.989
COI\/IF;I'E‘N4 0.697
LEAilil 0.769
Leadershi LEAD2 0.967
1E0) LEAD3 oess  OFP
LEAQA 0.680
MOTV1 0687
Motivation MOTV2 0.965
(MOTV) MOTV3 ogrg 07V
MOTV4 0.697
Cemoores " ewpers oser
Performance EMPER2 0.892 0.894
(EMPER) EMPER3 0.605

Table 1 shows that the study’s factors were found
to be reliable enough where the constructs of com-
petence, compensation, leadership and motiva-
tion were found reliable: competence (a = 0.772);
compensation (a = 0.846); leadership (a = 0.893);
and motivation (a = 0.747). Competence (COMP)
is measured by four items, and this variable is
adopted from Zhou et al. (2018). Compensation
(COMPEN) is measured by four items, and this
variable is adopted from Kim and Jang (2020).
Leadership (LEAD) is measured by four items,
and this variable is adopted from Zheng et al.
(2020). Motivation (MOTYV) is measured by four
items, and this variable is adopted from Chien et
al. (2020). Dependent variable, entrepreneurial
performance (ENT PERF), is measured by three
items, and this variable is adopted from Tripathi
et al. (2020).

4. RESULTS AND DISCUSSION

Table 2. Demographic information analysis

Description Frequency Percent
Gender
Male 180 72
e
Age
25-35 years 60 24
3645years R

http://dx.doi.org/10.21511/bbs.18(2).2023.11
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Description Frequency Percent
46-55 years 60 24
Above55years - S S
Marital Status
Single 160 64
s R e
Job Experience
0-5 years f 90 : 36
Saoyers Ty
11-15 years H 50 H 20
g S el

In this study, the total sample size was n = 250.
Among them, the number of male respondents
was 72% (n = 180), and the females were 28% (n =
70). In terms of age, there were 24% between 25-35
years, while 32% were between 36-45 years, and
60 respondents were between 46-55 years, with
the rate of 24%. Amon the respondents, there were
20% above 55 years, where the number was 50. On
the other hand, in terms of marital status, 64%
respondents were single (n = 160), and 36% were
married (n = 90). According to job experience,
36% were between 0-05 years, while 28% were be-
tween 6-10 years (n = 70). On the other hand, there
were 50 respondents whose age was between 11-
15 years, the rate was 20%, and finally, 16% were
above 15 years (n = 40).

In terms of regression analysis, the variance of this
study is R?=0.469, or 46.90%, which indicates four
independent variables such as competence, com-
pensation, leadership, and motivation, and the 5%
threshold is met for these variables, which deter-
mines that the mentioned variables have a positive
and significant effect on how well bank employees
in commercial banks in Bangladesh do their jobs.

Hypothesis one (H1) indicates that competence
has a substantial and advantageous impact on
worker performance, and at the 5% level of prob-
ability, it is considered valid (p = 0.845, p < 0.05).
From the previous studies it can be assumed that
competence has a significant impact on employ-
ee performance, which assists to grow produc-
tivity of an organization. Hypothesis two (H2)
indicates that compensation, which is at the 5%
level of probability, is considered valid (f = 0.785;
p < 0.05), which has a positive relationship with
employee performance. Also, this result is con-
sistent with past studies. Previous studies also
recommend that compensation creates inspira-
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Competence (COMP)

Compensation (COMPEN)

R?=0.469 or 46.90%

Employee Performance (EP)

=

Leadership (LEAD)

Motivation (MOTV) $=0.820

Figure 2. Regression results

Table 3. Regression analysis

Variables Beta-value t- value Sig. Tolerance VIF Decision
Lompetence LLO8AS i ATAs L eoorr 0967 2456 i Accepted
Compensation L.0785 3688 . 0000%* 0943 . 2897 . Accepted

Leadership 0.792 3.875 0.000** 0.867 2.457 Accepted
‘Motivation 0820 4367 10.000** 0896 2987 | Accepted

Note: R*= 0.469 or 46.90%; Durbin Watson value = 1.657; Dependent variable: Employee performance; ** Significant at 5%

(n = 250).

Table 4. Hypothesis testing summary

Proposed Hypotheses Decision
H1: There is an association between bank employees’ levels of competence Accepted
_{COMP) and the performance of those personnel .
H2: There is an association between bank employees’ levels of compensation Accepted
_{COMPEN) and the performance of those personnel .. S,
H3: There is an association between bank employees’ levels of leadership (LEAD)

the performance of those personnel

H4: There is an association between bank employees’ levels of motivation (MOTV)

Accepted

and the performance of those personnel

Accepted

tion among employees, resulting in incremental
productivity gains. Hypothesis three (H3) means
the leadership, which influences others to work
enthusiastically. This finding shows that lead-
ership has a positive and significant impact on
employee performance, that is at the 5% level of
probability, it is considered valid ( = 0.792, p <
0.05), where this result is related to past studies.
Previous studies also explained that leadership

has a positive and significant impact on employ-
ee performance, which assists to increase produc-
tivity. Furthermore, H4 mentions that motivation
has a positive and significant effect on employee
performance, which is at the 5% level of probabil-
ity, is considered valid (f = 0.820, p < 0.05). Prior
studies show that motivation is the key indicator
in creating inspiration for employee performance
(Yuan et al., 2022).

CONCLUSION

The success of an organization depends on organizational performance, which depends on employee
performance. Employees’ positive performance brings happiness among the management and employ-
ees, so the organization can easily obtain its objectives. Nowadays, the banking sector is growing rapidly
in Bangladesh, where the competition is increasing from one bank to another, so performance is crucial
to stay in this competitive market. In this study, competence, leadership, compensation, and motivation
are the significant factors of employee performance that positively affect employee performance. In this
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study, the variance was 78.90%, indicating the impact on employee performance. The findings of this
investigation also recommended that management at banks should investigate the aspects that contrib-
ute to employee performance in an environment that is appealing to workers. The main objective of this
study is to determine the factors influencing employee performance and their impact on productivity
in an organization. The management of a bank must find out the factors that affect the performance of
employees in order to remain in the globalization market. Furthermore, every employee is considered
as the significant asset of an organization, and their performance plays an important role in achieving
common goals. Thus, banking authorities must develop new strategies to improve the efficiency of em-
ployees in order to achieve the goals of an organization.
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