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  EDITORIAL NOTE

It is my immense pleasure and great privilege to present another edition of Nepalese Journal of Management 
Research. It is an annual, multidisciplinary, peer reviewed journal that publishes research articles in the field 
of General Management, Financial Management, Accountancy, Marketing, Banking, Business Administration, 
Managerial Economics and so on.

 The objective of this journal is to include highest quality empirical, theoretical and methodological and original 
research papers alongside relevant and insightful reviews. It encourages interested professionals, academicians 
and research organizations working in the above field to share new idea or new perspectives on existing research. 
The essential purpose of this journal is to provide an opportunity to the faculty to publish their academic research 
work and make significant contribution in the above mentioned disciplines. I hope the academicians, researchers 
and practitioners will make good use of this valuable research finding for the publication in this journal. 

At last but not least on behalf of committee and myself, I am thankful to all who contributed to fulfill our dream. 
First and foremost, let me thank our Chairman who was always with us, to provide a wonderful platform to 
nourish the talents. I extend my sincere thanks to our Principal who is always in the forefront to encourage and 
inspire to execute wonderful ideas. It would be totally unfair if I am not mentioning the effort of editorial team 
who dreamt together to bring out Nepalese Journal of Management Research, 2nd volume. I would like to extend 
my heartfelt thanks to contributors, advisors and peer review team for joining us in this fascinating and promising 
academic development.

Dr. Guna Raj Chhetri 
Chief Editor 
January, 2022
 



Nepalese Journal of Management Research (2022), Vol. 2iv

Table of Contents

S.N. Topics Author Page No.

1. Citizen’s Involvement in Local Development Activities in Nepal Hari Prasad Adhikari, 
Ph.D. 1

2. Capital Budgeting Technique Used in Nepalese Manufacturing 
Small and Medium Sized Enterprises

Naba Raj Adhikari 7

3
Impact of Human Resource Management Practices on 
Organizational Citizenship Behavior in Nepalese Financial 
Institutions

Dr. Gopal Man 
Pradhan &  
Dr. Prakash Shrestha

12

4. Microfinance Companies on Entrepreneurship Development in 
Nepal

Babu Ram Panthi & 
Ambika Chalise

20

5. Practices Of Teachers’ Motivation In Community College Ashmita Dahal Chhetri 27

6. Loan Delinquency in Microfinance Institutions (MFIs): Ways to 
Overcome the Problem

 Basu Dev Lamichhane 37

7. Relationship Between Humanre Source Management Practices 
And Employee Commitment

Laxman Raj Kandel 44

8. Consumer buying behaviour of frozen foods in Chitwan district Ujjwal Raj Poudel 54



Nepalese Journal of Management Research (2022), Vol. 2 1

Citizen's Involvement in Local Development Activities in Nepal

 Hari Prasad Adhikari, Ph.D.
Asst. Dean, FOM, TU, Nepal

adhikari_hari2005@yahoo.com

ABSTRACT
The main focus of this study is to investigate the extent of participation of the local people in local development 
activities in Nepal. Descriptive and analytical research design is used in this study. The data collected 
through questionnaire from 70 respondents was used for the analysis. As per the data collected, the findings 
showed that the marginalized people were not sharing equitable benefit from the local development activities 
including governmental services. Similarly, the extent of implementing local projects was found to be weak. 
The findings from this study can provide information about the citizen’s involvement in local development 
activities in Nepal. It could be helpful to provide some special guidelines to the policy makers for improving 
local governance.

Key words: Priority setting, planning, equitable benefit sharing, financial contribution, monitoring and evaluation, 
implementing local projects.

1. Introduction 
 Citizen’s involvement and political institutions are the main factors that make any society and state 
vibrant. People involve themselves to influence the making of public policies, laws, rules, and regulations to 
govern the society and state. Public policies are formulated, passed and implemented with the involvement of the 
citizens. People’s political participation are those voluntary and legal activities by which members of a society 
take part in the selection of leaders and directly and indirectly in the formation and influencing of the public 
policies and decision-making processes (Norman and Verba, 1980). Political socialization through which the 
individual becomes aware and conscious about the political process is called political participation. Political 
socialization also conceives and forms people’s attitude, beliefs and emotions towards politics. The involvement 
of the individual at various levels of activity in the political system which would range from the non-involvement 
to the holding of the political office is political participation (Rush, 1992). The legal overtones of political 
participation has been highlighted by Rush. The actions taken by the citizens aimed at influencing the decisions 
taken mainly by the public leaders, representatives and officials are also a part of political participation of the 
people. The action could be seeking to influence the decision-makers or it could be protesting at the outcome 
of some decisions taken by the political leaders, their representatives, legislatives and government bureaucrats. 
Political participation is a major component of political stability.
 Actions and interactions that are directly or indirectly related with policy making and decision making 
for the smooth functioning and maintenance of social relations and order come under citizen’s involvement. 
Citizen’s involvement can be ensured through electoral process. 
 Out of the many studies done in the field of citizen’s involvement, very few have focused on both 
involvement and local development activity. Citizen’s involvement and local development activities have 
not been linked in an integrated manner in the available literatures. In this study, efforts have been made to 
analyze citizen’s involvement in local development activities. From the public administration perspective, local 
development activities as well as governance seem crucial. 
2.  Problem statement
 While linking the society, state and policies to a broader extent, citizen’s involvement and their 
representation to different state institutions become the most important sites of the political power sharing 
and authority. The roles that people play to govern themselves are significant in all modern political systems. 
Bringing governance closer to the people would improve the development outcomes, foster inclusion of the 
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poor and marginalized groups in decision making process, ensure equitable representation and participation 
in state institutions, improve efficiency of resource mobilization and utilization, and ensure transparency and 
accountability of central government. Emphasis is given to the capacity building of the local government to 
strengthen the local service delivery and to make the local government self-sufficient. In this context, this study 
attempts to answer the research question i.e. how is the extent of involvement of the local people in the local 
development activities?
 The objective of this article is to analyze the “Citizen’s Involvement in local development activities in 
Nepal” and the specific objective of this study is to investigate the extent of   involvement of the local people in 
local development activities in Nepal.
3. Literature Review
 Citizen’s involvement is a matter of will and capacity and not only the matter of structural arrangements. 
Decentralization and federalism encourages participation of the local people in determining their development 
and well-being which is stressed by the advocates of local governance. Nevertheless, in the context of poor 
countries, the extent and nature of participation itself needs to be understood more deeply. Priority setting, 
Planning, Producing, Paying (financing) and Consumption are the five levels where participation must be done. 
Consumption leads to livelihood, but when it is not supported by participation in setting priorities, planning, 
production, paying, it is not sustainable. The biggest problem in developing country lies in participating in 
consumption without participating in paying, because of lack of income. This makes consumption unsustainable 
because there is no support for production. On the other hand, often those in power concentrate on promoting 
participation in the four Ps without providing participation in consumption. The result would be that the poor 
won’t see any significant change in their living even when they have participated. Therefore, is should be noted 
that consumption is more attractive and hence it is worth mentioning (Kauzya, n.d).
 The fundamental component of local governance capacity building should be strengthening the capacity 
of local communities to generate sustainable income. The very first element of building local governance capacity 
is to ensure that the objectives for decentralization or for supporting local governance are clear and giving room 
to the involvement of all the stakeholders (Kauzya, n.d). 
4. Method and Material

 This article is based on the survey empirical methods, a descriptive cum analytical research design. 
Descriptive research is a type of study which is conducted to access the opinions, behaviors or characteristics 
of the given population (Wolff & Pant, 2005). An interview schedule was administered in 2020. For analyzing 
“Citizen’s involvement in local development activities in Nepal”, the population for this study was taken from 
Kathmandu. The population comprised of local people/local leaders, govt. officials, academicians, NGO/
CBO officials and employees of municipalities. Sample size of 70 was taken from an unknown population. 
Purposive quota sampling technique was used. The quota was determined on the basis of the size of population 
and researcher’s convenience. Variation of Citizen’s involvement in local development activities was measured 
in terms of the variation of group of stakeholders. Data has been classified as per the objective of the study and 
analysis has been made accordingly. Simple mathematical tool was used.

5. Discussion and analysis

 Discussion and Analysis is related to the issues of Citizen’s Involvement in local development activities 
in Nepal.
5.1. Extent of Importance of Priority Setting for Local Development
 Whether it is at local, national or global level, priority setting is a challenge. People that are responsible 
for financial or time related resources have to make priority decisions. They have to either allocate new resources 
or reallocate the existing resources. The view of the respondents on the extent of the importance of priority setting 
for local development is shown in the table 01.
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Table: 01 Extent of the importance of priority setting for local development 

Group of 
stakeholders

Local leader/ Local 
people

Government officials/ 
employee/ Academic/NGO 

CBO officials Total
Percentage

Strong           17 35 52 74
Weak 7 11 18 26
Total 24 46 70 100%

 
 The table 01 presents the opinion of the respondents on the extent of the importance of priority setting for 
local development by group of stakeholders. According to the table, 74% of the respondents view that the extent 
of execution level on priority setting for local developments of local governments was strong. The reason for this 
is because the Local government operating act, 2074 B.S. has emphasized on priority setting while making plans 
for the local government.
5.2 Planning for local development
 Planning is the process of identifying the target, defining the way to move further and implementing 
the best measures to attain the set target. Further, it is a participatory process of formulating a development plan 
with prediction of the resources. It best links the district, regional and national vision with the local community 
development (Bharadwaj and Acharya, 2011). Planning is more a political and participatory process rather than 
an isolated technical exercise and thus, planning has to deal with people through politics (Thapa, 2010).
 Local planning encourages citizen’s involvement in the process of planning and implementation of 
development program as well as mobilizes and uses local resources more effectively and efficiently. The social 
inclusion process is promoted and community initiatives are boosted to find creative solutions in local problems 
during participatory local planning. Mostly, it is a demand driven planning processes which builds the ownership 
of the people and stakeholders and also supports to strengthen the democratic decentralization and sustainable 
development (Thapa, 2010). The view of the respondents on the extent of Planning for local development is 
shown in the table 02.
Table: 02 Extent of Planning for local development 

Group of 
stakeholders

Local leader/ Local 
people

Government officials/ 
employee/ Academic/NGO 

CBO officials Total
Percentage

Strong           18 28 46 66
Weak 8 16 24 34
Total 26 44 70 100%

 The table 02 represents the views of the respondents in the extent of planning for local development. 
According to the table, 66 % respondents view that the extent of planning for local development of local 
governments was strong and the remaining 34% view it to be weak. The reason for majority of the respondents 
finding the extent of planning for local development to be strong was due to the mandatory undertaking of 
the provisions(constitution of Nepal; existing acts and rules; existing national and provincial policies; national/
provincial/local-level long term vision; national/provincial periodic plan; sustainable development goals; 
guidelines of national and provincial governments; problems and prospects of the local level; manifesto of the 
political parties involved in the local level) in the Local Government Planning Formulation Regulation, 2075.
 5.3 Implementing Local Projects
 Project implementation process is a challenging work for Managers/Administrators as implementation process 
is complex and usually requires simultaneous attention to a wide variety of human, budgetary, and technical variables 
(Pinto and Slevin, n.d.). The success of local project implementation can be defined in many ways to include a large 
variety of criteria. However, in simple words, project success can be understood as incorporating four basic facets. 
A project is usually considered to be implemented successfully if it comes in on –schedule (time criterion), comes in 
on – budget (monetary criterion), achieves basically all the goals originally set for it (effectiveness criterion) and is 
accepted and used by the clients for whom the project is intended (client satisfaction criterion) (Ibid). The views of the 
respondents on the extent of implementing local projects are shown in the table 03.
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Table: 03 Extent of Implementing local projects 

Group of 
stakeholders

Local leader/ Local 
people

Government officials/ 
employee/ Academic/
NGO CBO officials Total

Percentage

Strong           9 16 25 36
Weak 20 25 45 64
Total 29 41 70 100%

Table 03 presents respondents’ opinion on extent of the Implementing local projects. According to the table, only 
36 % of the respondents viewed the extent of planning for local development of local governments to be strong 
and the remaining 64% found it to be weak. It reveals that the extent of implementing local projects at local level 
is weak because of not being able to comply with the time criterion, monetary criterion, effectiveness criterion, 
and client satisfaction criterion.
 5.4 Financial Contribution
The local government can encourage a greater citizen participation in local level development. The necessary 
expenditure of time and resource to establish these goals promises of a more stable enriched local development 
(Gunn, n.d.). The views of the respondents on the extent of financial contribution are shown in the table 04.
Table: 04 Extent of Financial contributions 

Group of 
stakeholders

Local leader/ Local 
people

Government officials/ 
employee/ Academic/NGO 

CBO officials Total
Percentage

Strong           19 32 51 73
Weak 6 13 19 27
Total 25 45 70 100%

 
 Table 04 shows the respondent’s views on the extent of financial contribution. According to the table, 
only 73 % of the respondents view the extent of financial contribution for local development of local governments 
to be strong and the remaining 27% viewed it to be weak. The reason for majority of the respondents finding the 
extent of financial contribution for local development of local governments to be strong is due to the mandatory 
compliance of the provisions in the Local Level Financial Authority and the Local Level Financial Executing 
System. 
5.5 Monitoring and Evaluation of Local Projects
 Monitoring refers to the timely collection of information in order to measure the project performance 
in the course of project implementation. Monitoring helps in improving the implementation by identifying 
complications and the possible corrective actions. Evaluation measures the impacts and effects of the project. It 
is also carried out during the project implementation to improve it. It can also be carried out subsequently to the 
project completion to improve the future project planning and management (Agrawal, 2000). The views of the 
respondents on the extent of Monitoring and evaluation of local projects are shown in table 05.
Table: 05 Extent of Monitoring and evaluation of local projects 

Group of 
stakeholders

Local leader/ Local 
people

Government officials/ 
employee/ Academic/
NGO CBO officials 

Total

Percentage

Strong           16 27 43 61
Weak 10 17 27 39
Total 26 44 70 100%

 
 Table 05 presents the respondents’ opinion on extent of the monitoring and evaluation of local projects. 
According to the table, 61% of the respondents viewed the extent of monitoring and evaluation of local projects to 
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be strong and the remaining 39% found it to be weak. The reason for majority of the respondents finding the extent 
of monitoring and evaluation of local projects to be strong is because of the compliance with the monitoring and 
evaluation provisions (formation of monitoring and inspection committee; monitoring and inspection procedures; 
monitoring committee in the ward level; project evaluation) stated in the Local Government Planning Formulation 
Regulation, 2075.
5.6 Equitable Benefit Sharing
 Equitable benefit sharing is the activity of maintaining the equal rights of all classes of people either; high 
class (politicians/professionals), middle class (general people), or lower class (marginalized people) to participate 
in matter of nation (Gautam, 2010). The benefit may not be equitably shared between stakeholders and that 
people with less power in the benefit- sharing and decision-making processes could lose out (Gebara, 2013). The 
views of the respondents on the extent of equitable benefit sharing are shown in table 06.
Table: 06 Extent of the Equitable Benefit Sharing 

Benefited 
class

Local leader/ 
Local people 

Government officials/ 
employee/ Academic/
NGO CBO officials Total

Percentage Rank

High class 12 17 29 41 1
Middle class 16 11 27 39 2
Lower Class 5 9 14          20 3

Total 33 37 70 100

 Table 06 shows the opinion of the respondents regarding the extent of the equitable benefit sharing. 
According to the table, 41% of the respondent viewed that high class people have been involved highly in 
equitable benefit sharing. Likewise, 39 % of the respondent viewed that middle class people have been involved 
in equitable benefit sharing. Unlike the higher two classes, the lower class people do not seem to have been 
involved in equitable benefit sharing only as only 20% of the respondent viewed that the lower class people 
are involved in equitable benefit sharing. Hence the high class people seem to have been most involved in the 
equitable benefit sharing followed by the middle class people and then the lower class people. 
1. Summary and Conclusion
 The extent of the importance of priority setting for local development by group of stakeholders was 
found to be strong, as viewed by 74% of the respondents because the Local government operating act, 2074 
B.S. has emphasized on priority setting while making plans for the local government. The extent of planning for 
local development was found to be strong, as viewed by 66 % respondents, due to the mandatory undertaking 
of the provisions in the Local Government Planning Formulation Regulation, 2075. The extent of implementing 
local projects was found to be weak, as viewed by 36 % of the respondents, because of not being able to comply 
with the time criterion, monetary criterion, effectiveness criterion, and client satisfaction criterion. The extent of 
financial contribution for local development of local governments was found to be strong, as viewed by 73 % of 
the respondents, due to the mandatory compliance of the provisions in the Local Level Financial Authority and 
the Local Level Financial Executing System. The extent of the monitoring and evaluation of local projects was 
found to be strong, as viewed by 61% of the respondents, because of the compliance with the monitoring and 
evaluation provisions stated in the Local Government Planning Formulation Regulation, 2075. The extent of the 
equitable benefit sharing showed that the high class people seem to have been most involved in the equitable 
benefit sharing(as viewed by 41% of the respondents) followed by the middle class people(as viewed by 39% of 
the respondents) and then the lower class people(as viewed by 20% of the respondents). 
2. Implications of the study

The implications of this article are as follows:
- Despite having a strong importance for priority setting for local development, balanced development at 

the local level is often a huge challenge.
- It is a challenge to assess the present status and forecast the future prospect in the context of planning for 

local development by taking into account the provisions in the Local Government Planning Formulation 
Regulation, 2075.

- While implementing any project, it is a challenge to get it done on schedule, get it done in the defined 
budget, achieve basically all the goals originally set for it; and get it accepted and used by the clients for 
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whom the project is intended.
- One of the challenges in citizen’s involvement in local development activities is the equitable benefit 

sharing among all classes of people. It is a challenge to empower the lower and middle class people.
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Capital Budgeting Technique Used in Nepalese Manufacturing Small and  
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ABSTRACT 
This paper examines the extent of usage of capital budgeting techniques in small and medium sized enterprises 
(SMEs) and factors influencing on the choice of capital budgeting techniques adopted by SMEs. A self-
administered structured questionnaire survey was conducted with 48 small and medium sized manufacturing 
enterprises operated in Banke district and information has been gathered through questionnaires and personal 
interviews. The respondents were chief financial officer and concerned authorities of the firm responsible 
for long term investment decision. Results of the study reveal that payback period is the dominant capital 
budgeting technique used in SMEs. The results found that net present value was also the most prevalent capital 
budgeting method.  Net present value as the capital budgeting technique is higher in SMEs who operate in 
the industry for more than 10 years. Easy to explain to top management, obsolescence due to technological 
developments and simplicity leading to less time and cost involved revealed the main reasons for using the 
payback period method. Some of the firms are using discounted cash flow methods of capital budgeting and 
preferring net present value over internal rate of return. 

Keywords: Capital budgeting, capital budgeting technique, small and medium sized enterprises. 

Introduction 
 Long-term investments are vital for profitability, the sustainability and growth of a firm. The profitability, 
the long term sustainability and growth of a firm depends upon its ability to regenerate returns from long-term 
assets/investments through the proper allotment of capital (Ryan and Ryan, 2002; Arnold and Hatzopoulos, 
2000). To increase the wealth of its shareholders, a firm needs to continuously identify, analyze and choose long-
term investment projects that could help achieving these goals, i.e., increase in wealth, survival and growth. This 
process of selecting, analyzing and investing capital in long-term assets/investments which provide returns for 
more than one year is known as capital budgeting (Fabozzi and Peterson, 2002). Investing in efficient investment 
projects is crucial because resources are limited and firms must grow their value (Klammer et al., 1991). Capital 
budgeting decisions play an important role in increasing the value of the firm (Slagmulder et al., 1995).
 Gitman et al. (2015) define capital budgeting as the process of evaluating and selecting long term 
investment consistent with the firm owners’ goal of wealth maximization. Leon et al. (2008) pointed out that 
capital budgeting is a process of evaluating and decision-making on investment projects. According to Baker and 
Powell (2009), the capital budgeting process involves six stages: identifying project proposals, estimating project 
cash flows, evaluating projects, selecting projects, implementing projects and performing a post-completion 
audit. The capital budgeting process is a multifaceted activity designed to help in the selection of investment 
projects that are viable and deals about planning, reviewing, analyzing, selecting, implementing and following 
up activities. Therefore it is considered as an important element in the firm managerial decisions (Garrison et al., 
2018) and long-term financial performance (Emmanuel et al., 2010).
 Capital budgeting method can be categorized into two groups: discounted cash flow method and non-
discounted cash flow methods. Non-discounted cash flows include payback method and accounting rate of 
return. Discounted cash flows include net present value, internal rate of return, discounted payback method and 
profitability index. While DCFs take into account the time value of money, the non-discounted methods are not 
considered time value of money (Alleyne et al., 2018; Hermes et al., 2007). Haka et al. (1985) divided capital 
budgeting methods into two categories: sophisticated and naïve selection techniques. Sophisticated techniques 
consider risk adjusted net cash flows, time value of money and inflation. Sophisticated techniques are NPV, IRR 
and PI; on the other hand, naïve method does not consider risk adjusted factor and time value of money. Net 
present value, internal rate of return, modified internal rate of return and profitability index are considered as 
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sophisticated capital budgeting technique, whereas payback period and accounting rate of return are classified as 
naive capital budgeting technique (Brigham and Ehrhardt, 2002). 
 The selection of capital budgeting techniques can be influenced by both the financial and nonfinancial 
factors. Katabi and Dimoso (2016) conducted a study in Tanzania and found that business-related factors like 
industry of the business, sales growth, business establishment, number of employees and form of business play 
a vital role for selecting capital budgeting methods. Leon et al. (2008) found eight factors that motivate them to 
choose a capital budgeting method in Indonesian’s firm. Factors are chief financial officers’ education, size of the 
firm, total annual investment, industry type, ownership structure, multinational culture and financial leverage. 
 The success and survival of a firm ultimately depends on a right investment decision because a good 
investment decision remains good business even though bad finance taken; on the contrary, a bad investment 
decision will be a wrong decision even with best finance policy (Brealey et al., 2015). Daniel and Scott (2006) 
observed that small firms evaluate projects using payback period. Vos and Vos (2000) found that payback period 
and accounting based methods were mostly used. Graham and Harvey (2001) observed that small businesses 
are significantly less likely to use NPV method but they frequently use the payback period method. Daunfeldt 
and Hartwig (2012) their results show that recommended and non-recommended methods were used with 
large companies using capital budgeting method more frequently than small firms. Brijlal and Quesada (2009), 
found that payback period, followed by NPV appeared to be the most used methods across the different sizes of 
businesses. Olawale et al (2010) observed that small manufacturing firms do not use sophisticated investment 
appraisal techniques when evaluating their proposed projects and their study observed that there is a trend that 
payback period method has been prevalent in appraising capital budgeting decisions in various organizations. 
Khakasa (2009), in his study observed that the usage of simple ratio- based techniques such as cost benefit 
analysis, payback period and return on investment is very high compared to the use of discounted cash flow 
techniques. John (2007) the results of his study showed that most small businesses do not use capital budgeting 
techniques when making investment decisions. Kipesha (2009) observed that most of SMEs do not use the 
DCF methods; rather they select investments basing on their personal perception, market trends and external 
attractiveness of the investment. A sound capital budgeting decision is very critical for a firm because it is aligned 
with the firm’s primary objective, and it requires a substantial amount of resource and long-term commitment. 
Once the decision has been made, the process cannot be manipulated without incurring losses (Hall and Millard, 
2010). In this context this study aims:  

(1) To examine the extent of usage of capital budgeting techniques in Nepalese small and medium sized 
enterprises (SMEs). 

(2) To identify the factors influencing on the choice of capital budgeting techniques in SMEs.

Methodology and Results
 The area of this study are the manufacturing small and medium sized enterprises operated in Banke 
district. Forty eight manufacturing small and medium sized enterprises has been taken as a sample of the study 
using purposive and convenience sampling technique. The respondents were the chief financial officer and the 
responsible authority for capital budgeting decision. Primary as well as secondary data has been used. The primary 
data were gathered through questionnaires and personal interviews.
Table 1 Educational qualification of chief financial officer/concerned authorities 

Educational qualification         Frequency       (%)
Professional qualification 4 8
Bachelor degree 25 52
Master degree  17 36
Above Master’s degree 2 4
Total 48 100

Source: Field Survey, 2021

 Table 1 indicates that majority (52 percentage) of the respondents have gained bachelor degree education. 
Thirty six percentage have completed master degree. Above master’s degree are only 4 percentage. Majority 
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(approximately 75 %) of the respondents found having management education in bachelor degree, master degree 
and professional qualification. Only 25 percentage were from non-management background.     
Table 2 Experience status of the chief financial officers/concerned authorities 

Experience (years) Frequency %
Less than 10 years 3 6
11–20 years 27 56
More than 20 years 18 38
Total 48 100

Source: Field Survey, 2021

 Table 2 shows the experience of the chief financial officers. Out of the total respondents’ majority 
(56 percentage) have gained moderate level (11–20 years) of the experiences. Low level (less than 10 years) 
experienced revealed only 6 percentage. Thirty eight percentage of the respondents have long experience of more 
than 20 years.
Table 3 Application of capital budgeting techniques for the project appraisal in SMEs

Capital budgeting methods Mean Rank
Personal judgment 4.27 2
Payback period 4.43 1
Discounted payback period 2.76 6
Accounting rate of return 2.84 4
Net present value (NPV) 3.46 3
Internal rate of return 2.35 7
Profitability index (PI) 3.43 5

Source: Field Survey, 2021

 Table 3 highlights the application of capital budgeting techniques for the project appraisal in SMEs. It 
indicates that payback period and personal judgement are significantly (mean > 4) used in SMEs. The net present 
value technique (discounted approach) and profitability index (mean 3.46 4< 4, 3.43 < 4) have been moderately 
used. Net present value as the capital budgeting technique is higher in SMEs who operate in the industry for more 
than 10 years. Internal rate of return have not been used for the project appraisal in SMEs.    

Table 4 Use and usefulness of capital budgeting decision techniques under risk and uncertainty in SMEs                             

Usefulness
Capital budgeting decision techniques under risk and uncer-
tainty

Mean Level
Risk adjusted discounted rate 3.26 Important
Certainty equivalence 3.76 Important
Scenario analysis –Sensitivity analysis              

4.39
Most important

Simulation analysis 2.56 Low important
Decision tree analysis 3.83 Important

Source: Field Survey, 2021
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 The capital budgeting decision techniques under risk and uncertainty have not been used by Nepalese 
manufacturing SMEs but these techniques are considered usefulness for project appraisal. According to table 4, 
scenario analysis –sensitivity analysis have got most important (mean 4.39 >4) for its usefulness and simulation 
analysis the least important (mean 2.56 < 3) for its usefulness. 
Table 5 Reasons for using the payback period method

Reasons %
Easy to explain to top management 36
Simplicity leading to less time and cost involved 22
Shortage of liquid funds 13
Obsolescence due to technological developments 27
Any other 2
Total 100

Source: Field Survey, 2021

 Table 5 shows that, easy to explain to top management, obsolescence due to technological developments 
and simplicity leading to less time and cost involved are the main reasons for using the payback period method.
Table 6 Factors influencing the choice of capital budgeting techniques in Nepalese SMEs

Factors influencing the choice of capital budgeting techniques Mean Rank
Informal rule of thumb 2.19 6
Easy understandability 3.95 4
Finance theory 2.98 5
Experience and competency 4.31 3
Top management familiarity 4.53 1
Importance of the project 4.37 2

Source: Field Survey, 2021

 Table 6 highlights the factors influencing the choice of capital budgeting techniques in Nepalese SMEs. 
Top management familiarity about the project evaluation technique, importance of the project, experience and 
competency and easy understandability have been revealed the major influencing factors for the choice of capital 
budgeting techniques in Nepalese SMEs. 
Conclusion and Discussion
 The aim of this paper was to examine the extent of usage of capital budgeting techniques in Nepalese 
manufacturing small and medium sized enterprises (SMEs) and factors influencing on the choice of those 
techniques. The study revealed that payback period is the most dominant capital budgeting technique used in 
SMEs due to its easy for explain to top management, obsolescence due to technological developments and 
simplicity leading to less time and cost involved which lies in the line of Daniel and Scott (2006). Net present 
value as the capital budgeting technique have got importance in project appraisal in SMEs having more than 10 
year’s operational experience. The capital budgeting decision techniques under risk and uncertainty have not 
been used by Nepalese manufacturing SMEs due to its theoretical superiority. However the capital budgeting 
decision techniques under risk and uncertainty have been viewed usefulness. 
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ABSTRACT
Human resource management (HRM) practices refer to all the activities necessary for manpower management 
of the organization. It is the process of acquisition, development, utilization, and maintenance of human 
resources in the organization for its long-term sustainability. The emergence of a liberal economy and 
globalization bring a rapid change in HRM practices and its impact on organizational citizenship behavior for 
improving organizational competitive strengths. At present human resources are said to be the human capital 
that can play a significant role in improving competitive advantage and sustaining business activities of all 
organizations including financial institutions. The purpose of this study is to examine the impact of HRM 
practices on the organizational citizenship behavior of employees working in Nepal's financial institutions, 
which include commercial banks, development banks, finance companies, and insurance companies. In this 
study, HRM practices involve four variables consisting of training and development, performance appraisal, 
compensation system and employee participation. For the study, the opinions of 405 employees of financial 
institutions working at managerial, officer and assistant levels are taken into account.  Pearson Correlation is 
used to determine the relationship between HRM practices and organizational citizenship behavior, whereas 
multiple regression is used to examine the impact of HRM practices on organizational citizenship behavior. The 
findings reveal that HRM practices have a positive association and also have an impact on the organizational 
citizenship behavior of Nepalese financial institutions.

Keywords: Employees, Financial institutions, Human resources, HRM practices, Organizational citizenship 
behavior

INTRODUCTION
 Human resource involves all the people from top-level to subordinate levels working in an organization. 
It also represents to skill, attitude, knowledge, and performance of employees. At present, employees are taken 
as the potential resources of the organization and it is the important part of the human resource management 
(HRM) function that needs to motivate and maintain potential employees in the organization for its long-term 
functioning. HRM refers to all the activities necessary for manpower management of the organization. It is the 
process of acquisition, development, utilization, and maintenance of human resources in the organization for 
its long-term sustainability. It is concerned to maximize both employees and organizational effectiveness. It 
combines the organizational and individual interests of employees through the effective use of human resources. 
HRM acts as a personnel unity that is manifested in the form of human resources or employees as a part of assets 
owned by a company to gain a better understanding of the life of an organization. The organization can be from 
the private sector or the public sector. From a managerial standpoint, the concept of HRM serves as a perspective 
through which to construct a strategic management structure for the relationships between various job offerings 
(Boxall, 1996). HRM has always played a critical role in dealing with various organizational challenges, which 
in turn requires some form of contribution from organizational management to support the company’s strategic 
goals. When HR professionals have a firm grasp of the organization’s business objectives, they can translate those 
objectives into measurable human resource practices (Ulrich, 1997).
 Human resource management seeks to improve the effectiveness of an organization’s workforce in 
order to achieve its objectives more effectively. It is concerned with the organization’s human resources and 
seeks to develop and sustain its high-quality efforts in a complex and ever-changing environment. Maintaining 
communication with employees, involving them in important decision-making processes, and encouraging their 
commitment and identification with the organization are all part of it. HRM practices are the significant means 
that can support the development of the concept of organizational citizenship behavior where employees perform 
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activities in the organization more than their job description. It can develop the feeling of commitment and 
dedication of accomplishment of assigned jobs in an effective way along with supporting in other activities 
beyond the job descriptions. 
 Certain companies’ organizational changes into a more dynamic and complex environment tend to 
improve resources’ effectiveness and performance by achieving a competitive advantage. As a result, HRM 
practices had the potential to assist the organization in gaining a competitive advantage through the support of 
individual human resource competencies that can add measurable value to the company (Collins & Clark, 2003). 
The application of HRM practices is experienced as a challenge to understanding the skills, knowledge, and 
motivation demonstrated by employees, which in turn leads to managerial evaluations to determine what the most 
important factors are influencing employee behavior in a variety of ways leading to certain strategies (Bowen & 
Ostroff, 2005). This generates employee support in the form of good behavior, which may result in some form of 
explicit contribution, known as organizational citizenship behavior (OCB). OCB has been extremely important 
in organizational life, and it may be more important than ever given the increased level of global competition, 
emphasis on customer-oriented services, and job requirements that rely on team-based structures (Fassina, Jones, 
& Uggersley, 2008). It is also referred to as “extrarole behavior that is extremely important in workplaces and for 
organizations” (Tanaka, 2013; Shrestha, 2016; Shrestha, 2019a).
 In the context of Nepalese organizations, most of the entrepreneurs and managers are not initiating to 
maintain a link between HRM practices with that of organizational citizenship behavior. However, managers 
of some corporate organizations are trying to maintain the relation between HRM practices and organizational 
citizenship behavior so that a good working environment can be maintained along with the maximization of 
organizational productivity. Most Nepalese researchers and academicians have not considered this field as the 
field of research because of ignoring its validity (Pradhan, 2019). Therefore, this research work is concentrated 
to find out the situations of HRM practices in financial institutions and their impact on organizational citizenship 
behavior of employees engaged in such institutions. In this regard, the research seeks to raise and attempt to 
answer the three questions listed below.
RQ1 What is the current state of HRM in Nepalese financial institutions?
RQ2 What is the relationship between Nepalese financial institutions’ HRM practices and organizational 

citizenship behavior?
RQ3 What impact does HRM have on the organizational citizenship behavior of Nepalese financial institutions?

Literature Review
 According to Gupta and Shaw (2014), employee recruitment and selection, training and development, 
performance appraisal, compensation system, and employee participation have been the focus of attention in 
HRM practices and organizational citizenship behavior in the current working environment. Employees who 
are treated with supportive HRM practices have a proclivity to exhibit higher levels of OCB (Sivapragasam 
& Raya, 2018). OCB has been identified as a critical factor in improving employee performance at the 
workplace (Chiaburu et al., 2017). Incentive pay serves as a significant driver of positive employee attitudes 
and behavior, which improves organizational operations and effectiveness (Shaw & Gupta, 2015). To ensure 
OCB, pay structures that are based on individual contribution, salary requirements that match those of external 
similar organizations, and competence-related allowances must be implemented (Makau, Nzulwa, & Wabala, 
2017). Aside from compensation, other practices such as recruitment and selection, training and development, 
performance appraisal, and career development all play an important role in employee satisfaction and behavior 
(Berber, Morley, Slavi, & Poór, 2017). (Alfes et al., 2013) recently used Social Exchange Theory (SET) as the 
theoretical framework to examine the relationship between perceived HRM practices and OCB. SET is founded 
on the principles of reciprocity and obligation. SET indicates that while employees are treated fairly by one 
source, they are expected to respond with positive attitudes and behaviors toward that same source in return 
(Harris, Lavelle, & McMahan, 2018). HRM practices, from the standpoint of social exchange, can provide an 
encouraging indication to employees about management’s concern for their well-being and desire to establish a 
long-term relationship with them (Gould-Williams, 2016). As a result, employees are expected to have positive 
attitudes and behaviors in return (Kim & Ko, 2014). As a result, SET is deemed to be the most appropriate theory 
for investigating employee behavioral intentions in an organizational setting (Kehoe & Wright, 2013). A series 
of HRM practices can not only produce a higher level of corporate performance, but they can also have a direct 
impact on the top management teams’ external and internal social networks (Collins & Clark, 2003). During the 
process of company management and development, they identified the following aspects of high-performance 
human resource practice: job design, recruitment and selection, training and development, compensation system, 
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performance appraisal, and employee participation (Prieto & Pérez-Santana, 2014).
 In the context of Nepal, employees have given priority to the compensation system available in the 
organization for their behavior along with other HRM practices (Adhikari & Mueller, 2001). It is the main reason 
that the present study attempts to investigate HRM practices in Nepalese financial institutions and their impact 
on organizational citizenship behavior. The current study considers four variables of HRM practices: training 
and development, performance appraisal, compensation system, and employee participation. Training and 
development refer to the introduction of efficiency development programs for employees consisting of technical 
skills and managerial skills (Pradhan & Shrestha, 2021). Training is still a key component of Human Resource 
Development (HRD) practice (Nordhaug, 1989) in organizations for employee development and competency 
building (Gritz, 1993). To perform effectively, employees in management positions must go through a dynamic 
training and development process (Baldwin & Padgett, 1994). Training and development help to improve the 
working efficiency of the employees which ultimately helps to develop positive behavior towards the organization 
and its activities (Kirkpatrick, 1998). Performance appraisal is the process of evaluating how well employees 
do their jobs. The results of performance appraisal are widely used for making different HR-related decisions 
such as wage and salaries, performance feedback, transfer and promotion, and to strength the HR information 
system (Pradhan, 2020a; 2020b). It is a basic tool for evaluating job-relevant strengths and weaknesses within 
and among employees to operate an effective performance management system in the organization. It provides a 
ground to review the strength and weaknesses of the employees and provide the opportunity to improve skill in 
future performance by improving weaknesses. 
 It is a formal system for assessing, evaluating, and influencing an employee’s job-related attributes, 
behavior, and results. The goal is to determine how productive an employee is and how that employee’s 
productivity can be improved. The compensation system is positively related to the following aspects of the 
firm’s performance: product quality, product development, profit, market share, customer satisfaction, and sales 
growth (Kalleberg & Moody, 1994). Higher pay contributes to a better social climate between management 
and the rest of the workforce (Kalleberg & Moody, 1994). Increased pay contributes to a decrease in turnover 
(Arthur, 1994). Incentive compensation improves perceived organizational performance (Delaney & Huselid, 
1996). Positive effects of performance-based pay on productivity Outcome-based incentives for sales, customer 
satisfaction, and profit increased with competition intensity and proportion of upscale customers but decreased 
with supervisory monitoring level (Banker et al., 2001). Employee involvement, also known as job involvement 
(Shrestha, 2019b) practices has a positive impact on productivity and product quality (Williams & Anderson, 
1991). Participation in decision-making is related to organizational commitment in a positive way. After the 
formation of teams, quality and labor productivity improved over time (Banker et al., 2001). Employees are 
allowed to make cost and quality decisions, they are asked to participate in decisions by their superiors, and they 
are allowed to suggest improvements in the way things are done. Organizational citizenship behavior is defined 
as a concept that requires comprehension of the behavioral causes of performance, as well as an individual’s 
spontaneous behavior (Mossholder, Richardson & Settoon, 2011). The concept of OCB was not specified as 
a primary requirement of organizational work but was viewed as a voluntary participation attitude to improve 
the organization’s effectiveness. OCB is reflected as something that is discretionary and does not belong in the 
form of an official role or needs in the organization (Armstrong, 2006) so that individuals have a choice that can 
be preferred more to determine the job length in terms of effort, care, innovation, as well as productive attitude 
closely linked to discretionary behavior and associated with positive outcomes for the sake of efficiency and 
organizational performance (Hutchinson, 2013). Volunteering for extra job activities, assisting coworkers, and 
making positive comments about the company are all examples of OCBs at work (Luthans, 2012). Following the 
study of Organ et al. (2006), such activities constitute the aspects of many previous research studies that classify 
these main operational dimensions of OCB, namely: altruism, conscientiousness, sportsmanship, courtesy, and 
civic virtue.
Research Methods

Research Design

 For fact-finding, conceptualization, description, and the search for adequate information in the context 
of HRM practices and their impact on organizational citizenship behavior in Nepalese financial institutions, 
descriptive, correlational, and causal-comparative research designs were used. This study’s research design is 
similar to previous studies, for example (Amstrong, 2006; Guest, 2005).
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Sources and Nature of Data
 To achieve the research objectives, the necessary data and information were gathered using primary 
sources, namely a questionnaire. This study’s data came from ten commercial banks, seven development banks, 
five finance companies, and ten insurance companies. In this survey research, two types of information were 
collected for analysis: detailed information from respondents about HRM practices and organizational citizenship 
behavior. Guest (2005) used prior literature to develop the questionnaire. In this study, the normative theory of 
maintaining the link between HRM practices and organizational citizenship behavior was taken into account.
Population and Sample Size

 Employees from Nepal’s financial institutions at various levels, including management, officers, 
and assistants, were chosen as the population. This study used employees from ten commercial banks, seven 
development banks, five finance companies, and ten insurance companies as samples. They are informed that 
any information they provide will be kept strictly confidential and used solely for research purposes. In total, 450 
questionnaires were distributed, with 405 (90%) of the copies that were completely filled out and returned being 
used for the study.
Research Framework and Hypotheses

 This study focused on HRM practices in Nepalese financial institutions, including training and 
development, performance appraisal, compensation systems, and employee participation. Furthermore, the 
purpose of this study was to determine the impact of HRM practices on the organizational citizenship behavior 
of Nepalese financial institutions. The following research framework is presented based on a review of various 
literature:
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The following hypotheses are investigated based on the aforementioned objectives and relationships:
 Hypothesis 1: Training and development have a positive and significant relationship and effect on 

organizational citizenship behavior in Nepalese financial institutions.
 Hypothesis 2: Performance appraisal has a positive and significant relationship and effect on organizational 

citizenship behavior in Nepalese financial institutions.
 Hypothesis 3: The compensation system has a positive and significant relationship and effect on 

organizational citizenship behavior in Nepalese financial institutions.
 Hypothesis 4: Employee participation has a positive and significant relationship and effect on organizational 

citizenship behavior in Nepalese financial institutions.

Analysis and Results

Status of HRM Practices in Nepalese Financial Institutions 

 It was tried to show the state of HRM practices in Nepalese financial institutions. HRM practice 
variables were investigated using prior literature in the field. Training and development, performance appraisal, 
compensation system, and employee participation were the components of HRM practices studied (Pradhan, 
2019; Pradhan, 2020a). These components were investigated from both a universalistic and a configurational 
standpoint. According to the “universalistic” viewpoint, certain HRM practices are always superior to others and 
should be implemented by all organizations on every occasion for improved performance. Multiple interdependent 
HR practices must coexist in order to best improve firm performance, according to the “configurationally” 
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perspective (Wright, McMahan, & McWilliams, 1992). In the context of Nepalese financial institutions, it was 
found that some degree of HRM practices have been implemented to develop organizational citizenship behavior 
through employee job satisfaction so that organizational performance can be improved.
The Relationship between HRM Practices and Organizational Citizenship Behavior

 This study found a link between one dependent variable, organizational citizenship behavior (OCB), and 
four independent variables, training and development (TD), performance appraisal (PA), compensation system 
(CS), and employee participation (EP). Table 1 displays the parametric Pearson correlation between the dependent 
and independent variables. The p-value is shown in parenthesis * and **, which indicate that the coefficient is 
significant at the 5% and 1% levels, respectively.
Table 1. Pearson Correlation 

Variables TD PA CS EP OCB
Training and Development (TD) 1

Performance Appraisal(PA) 0.300** 1

Compensation System (CS) 0.481** 0.669** 1

Employee Participation (EP) 0.405** 0.558** 0.616** 1

Organizational Citizenship Behavior (OCB) 0.366** 0.594** 0.655** 0.436** 1

**. Correlation is significant at the 0.01 level (2-tailed).

 The correlation results revealed positive correlations between Organizational Citizenship Behavior 
and HRM practices variables such as TD, PA, CS, and EP, which are statistically significant at the 5% level. 
The correlation results indicated a positive relationship between HRM practices and organizational citizenship 
behavior; however, the compensation system has a high level of correlation with organizational citizenship 
behavior. The findings also revealed a positive relationship between HRM practices and OCB. Guest (2005) 
established a prior hypothesis that is supported by the result. Furthermore, the findings concluded that the greater 
the HRM practices, the greater the organizational citizenship behavior.
Impact of HRM Practices on Organizational Citizenship Behavior

 Organizational citizenship behavior is considered the dependent variable Y in this regression model, and 
four HRM practices variables, including training and development, performance appraisal, compensation system, 
and employee participation, are considered the independent variables. Table 2 depicts the impact of four variables 
on organizational citizenship behavior:

Table 2. Regression Results

Model
Unstandardized Coef-

ficients t
Beta 

Sig.
B Std. Error

(Constant) 7.242 0.745 0.000**
Training and development (TD) 0.251 0.051 4.207 0.228 0.025*
Performance Appraisal (PA) 0.215 0.048 3.989 0.218 0.021*
Compensation System (CS) 0.334 0.067 4.359 0.248 0.000**
Employee Participation (EP) 0. 243 0.056 4.219 0.231 0.031*
R= 0.453, R2 = 0.325, Adjusted R2 = 0.268, F- Value= 25.185

Note: *p<0.05, **p<0.01
a. Dependent Variable: Organizational Citizenship Behavior

Y = a + b1TD + b2PA + b3CS+B4EP+e
  = 7.242+ 0.251TD + 0.215PA+ 0.334CS+0.243EP +e
T = (7.242) , (4.207), (3.989),  (4.359), (4.219)
p- value = 0.025*, 0.021*, 0.000**, 0.031*
R= 0.453; R2= 0.325; Adjusted R2 = 0.268; F- Value= 25.185; Overall p-value = 0,000**
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 The R2 value is 0.325. This means that only 32.5 percent of the total variation is explained by this 
model, with the remainder explained by variables not included in this study. The F-score is 25.185, and the 
overall p-score is 0.000. As a result, the multiple regression model used in this study is fit and appropriate, as 
evidenced by the ANOVA table, which shows that the F- value is significant at the 5% level of significance. 
Training and development, performance appraisal, compensation system, and employee participation all have 
calculated p-values of 0.025, 0.021, 0.000, and 0.031 that are significant at the 5% level of significance. As a 
result, all variables are predictors of organizational citizenship behavior. When the beta coefficient is analyzed, 
the sensitivity of a single variable compensation system to organizational citizenship behavior is high (0.248), 
followed by employee participation (0.231), training and development (0.228), and performance appraisal 
(0.218), indicating that all variables have a positive impact on organizational citizenship behavior. Therefore, all 
the hypotheses are accepted. However, when compared to other variables, the compensation system has a greater 
impact on organizational citizenship behavior.
Table 3: Hypotheses Results
Hypotheses Decision
Hypothesis 1: Training and development have a positive and significant relationship and effect on orga-
nizational citizenship behavior in Nepalese financial institutions.

Accepted 

Hypothesis 2: Performance appraisal has a positive and significant relationship and effect on organiza-
tional citizenship behavior in Nepalese financial institutions.

Accepted

Hypothesis 3: The compensation system has a positive and significant relationship and effect on organi-
zational citizenship behavior in Nepalese financial institutions.

Accepted

Hypothesis 4: Employee participation has a positive and significant relationship and effect on organiza-
tional citizenship behavior in Nepalese financial institutions.

Accepted

Discussion and Conclusion 
 The survival of an organization is dependent on the contribution of key elements of HRM practices.  
The present research aimed to assess the impact of HRM practices variables such as training and development, 
performance appraisal, compensation system, and employee participation on organizational citizenship behavior 
in Nepalese financial institutions. In the context of Nepalese financial institutions, it was discovered that 
some degree of HRM practices had been implemented to develop organizational citizenship behavior through 
employee job satisfaction to improve organizational performance. The current study’s findings revealed a positive 
relationship between HRM practices and organizational citizenship behavior, with the compensation system having 
a high level of relationship. The sensitivity of the compensation system to organizational citizenship behavior 
is high, followed by employee participation, training and development, and performance appraisal. Similarly, 
Acquaah (2004) stated that the purpose of HRM practices was to develop employees’ skills and abilities while 
also increasing employee motivation and retention of valuable employees (Snell and Dean, 1992). According to 
Morrison (1994) and Ahmed (2016), HRM practices and OCB are significantly related, and these practices will 
lead to higher levels of OCB. It means that if Nepalese financial institutions should invest a significant amount 
and effort in the development of proper HRM practices to develop good organizational citizenship behavior so 
that business turnover and profitability level of the institutions would be improved.
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ABSTRACT
This is survey based article. It is conducted with different microfinances institutions (MFIs) that branches 
are located in Bharatpur, Chitwan and Gaidakot, Nawalparasi. Respondents are 120 micro-entrepreneurs 
and 20 employees of the same MFIs are taken as respondents. Data and information are collected through 
questionnaires and interview. The questionnaires are distributed among the 120 sample micro-entrepreneurs 
and 20 employees of MFIs. The relationship between MFIs and entrepreneurships are analyzed through the 
use of chi square test. The article concluded that MFIs play significant role in enhance micro-enterprises 
operation. The study concluded that there are various barriers impede entrepreneurs’ development. The major 
challenges involve negligence of government for the entrepreneurship development and lack of finance for 
the proper development of the enterprises. Poor financial literacy, poor management of market area and the 
lack of infrastructure development are also the challenges. Other factors that hindered enterprises growth that 
was cited by entrepreneurs: Interest rates charged are too high, rigid payment period; local market is not well 
diversified, high competition among the local entrepreneurs, no support from the local municipality. Despite 
the various problems and challenges, MFIs have a positive impact on the entrepreneurship development in 
overall study. 

Introduction
 The countries with better developed financial system experience faster reductions in income inequality 
and faster rates of poverty alleviation. A country will move on the development path if all the citizens are involved 
in the development process and enjoy good standard of living by having access to basic amenities of life such as 
food, clothing, housing, health, clean water, education, employment and good natural and social environment. 
But, if the people of a country are poor they will think about earning their livelihood only and their inclusion in 
the progress of nation will be miles away. Poverty is a characteristic of Nepal households or individuals. It has 
been realized in the recent years that there are limits to which government can singly promote development. Most 
of the traditional functions being carried out by the government in most countries ranging from the provision of 
economic development are becoming increasingly difficult to accomplish.
  Microfinance is now globally recognized as an effective tool for reducing poverty. It has shown positive 
results in many countries; however, microfinance services have not yet deepened down to reach the neediest poor. 
There are still huge masses of people deprived of financial service in Nepal as in a number of other developing 
countries. (Shrestha, 2009).
 Microfinance deals with the provision of financial services, such as loans, savings, insurance, money 
transfers, and payments facilities to income groups in the lower cadre, (Awojobi, 2014). It could also be used for 
productive purposes such as investments, seeds or additional working capital for micro enterprises. On the other 
hand, it could be used to provide for immediate family expenditure such as food, education, housing and health. 
Microfinance is an effective tool for reduction of poverty and economic empowerment for poor people (Ayoade 
& Agwu, 2015).
 Microfinance services are designed to reach excluded customers, usually poorer population segments, 
possibly socially marginalized, or geographically more isolated, and to help them become self-sufficient. The 
basic idea of microfinance is to provide credit to the poor people who otherwise would not have access to credit 
services. 
 Micro financing organizations support a large number of activities that range from providing the basics 
like bank checking and savings accounts to startup capital for small business entrepreneurs and educational 
programs that teach the principles of investing. These programs can focus on such skills as bookkeeping, cash-
flow management, and technical or professional skills, like accounting. Unlike typical financing situations, in 
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which the lender is primarily concerned with the borrower having enough collateral to cover the loan, many 
microfinance organizations focus on helping entrepreneurs succeed.
In many in stances, people seeking help from microfinance organizations are first required to take a basic 
money-management class. Lessons cover understanding interest rates, the concept of cash flow, how financing 
agreements and savings accounts work, how to budget, and how to manage debt. Once educated, customers may 
apply for loans. Just as one would find at a traditional bank, a loan officer helps borrowers with applications, 
oversees the lending process, and approves loans. The typical loan, sometimes as little as may not seem like much 
too some people in the developed world, but for many impoverished people, this figure often is enough to start a 
business or engage in other profitable activities.
Review of Literature
 Fareed, Shahzad, Arshad, Lodhi, and Amen (2014), found the microfinance having the great impact 
on poverty reduction in Okara district.  The availability of microfinance services, use of microfinance services, 
awareness of microfinance and facilitating terms & conditions of microfinance have the positive relationship with 
poverty reduction.
 Hadidi (2018), investigated the impact of microfinance on entrepreneurial development of small scale 
enterprises that are aiming for growth and development in Egypt. This study explained the major contribution of 
microfinance institutions to the developing economy, like Egypt is its role in promoting entrepreneurship development 
in the nation. The study also reveals that one of the goals of entrepreneurship routed by successful Egyptian government 
has been the reduction of unemployment and poverty alleviation. A cordial thrust in public policy for the achievement 
of indigenous entrepreneurship through the provision of long term loans and equity capital by banks for enterprise. 
Given the gap between savings and invertible funds, the short fall is provided by credit delivery. Many newly 
developed and developing countries have therefore made credit delivery an endurable strategy in the development of 
entrepreneurship in both industry and agriculture. Sussan and Obamuyi (2018), found that microfinance bank has not 
significantly impacted on the development of entrepreneurship in Nigeria. 
 Gnawali (2018), found  that microfinance institutions plays a positive role on women who invest in them 
by increasing their well-being, access to and control their resources., eradicating illiteracy among women, taking 
part in economic decisions and finally microfinance institution have boosted women’s self-esteem.  Respondents 
have positive response and satisfaction towards the services provided by microfinance and found positive 
response and satisfaction toward income status. But there is lack of practicable training programmers provided 
by microfinance. 
Problem statements 
 Nepal being the developing country has various problems regarding socio-economic aspect one this 
very regard microfinance can become a beam of light. Microfinance has indeed help in women entrepreneurs in 
education which is basis for empowering women (Paudel, 2013). The various areas of Nepal are still undeveloped 
so microcredit can help these sectors to raise their bound of opportunities (Kharel, 2017). Women empowerment 
in Nepal is possible only if the income generations of women are raised (Khatiwada et al., 2018). In context of 
generating income and being self-dependent microfinance can help enrich efficiency (Dwibedi, 2015). Micro 
finance in rural economy is source for raising the standard of living (KC and Anita, 2018). Thus, Microfinance 
can overcome the problem regarding gender inequality prevailing in Nepalese society (Karn, 2018).  
 Micro entrepreneurs face dual challenges in accessing financial resources from microfinance institutions, 
the reasons for this could be either micro entrepreneurs lacks resources, poor government policy, or due to socio 
cultural factors, micro entrepreneurs have little access to education, with high household demand, which together 
with the business demand, impacts their ability to solely focus on their businesses and by implication their ability 
to seek loan finance. In Nepal, microfinance mainly helps in the development of the country by granting loans to 
low income earners. This article tries to answer the following questions. 

•	 Does financing through microfinance institution (MFIs) help entrepreneurs to expand their enterprises?
•	 Does microfinance institution (MFIs) help to reduce the problem and challenges face by the entrepreneurs 

during their way of development?
•	 Does the advantages that entrepreneurs enjoy after receiving the product and service offered by the 

microfinance institution (MFIs) encourage for entrepreneurship development?  
Objective 
 The objective of this article is to examine the impact of microfinance institution (MFIs) on 
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entrepreneurship development in Nepal. It also analyses the relationship between microfinance institution (MFIs) 
and    entrepreneurship development and the problem and challenges face by Entrepreneurs. 
Methodology 
 The study intended to identify impact of microfinance on entrepreneurship development. This study used 
only primary data, the information primarily gathered from the respondents whom respond from the questionnaires. 
It is conducted with different microfinances institutions (MFIs) that branches are located in Bharatpur, Chitwan 
and Gaidakot, Nawalparasi. Respondents are 120 micro-entrepreneurs and 20 employees of the same MFIs are 
taken as respondents. Primary data are collected using questionnaires and interview. The questionnaires are 
distributed among the 120 sample micro-entrepreneurs and 20 employees of MFIs. The relationship between 
MFIs and entrepreneurships are analyzed through the use of chi square test.  
Table no: 1 Respondent Profile  

No of Respondent Percentage
Entrepreneurs 120 86%
Employee from MFIs 20 14%

Total 140 100%
Research framework
 Entrepreneurs may get knowledge about the microfinance through their friends, relatives, family member 
or from their community groups. If they find that the microfinance will help them to reduce their problem about 
entrepreneurship they will become the member of the microfinance where they can receive various product and 
service which will benefit them.  Here, dependent variable is entrepreneurship development and independent 
variables or factor which contributes entrepreneurship development activities are:  
 Financial Flexibility: It helps the entrepreneur to develop their business. Entrepreneur receive these 
facility are and invest in their business for the better result. MFIs provide the credit facility to the entrepreneur in 
minimum interest rate and also provide the facility of loan without collateral.
 Financial Literacy: Problems of financial illiteracy, which will affects record keeping and financial 
decision-making ability of borrowers hinders activities of micro entrepreneurs to develop successful. 
 Skill Development Training: Availability of adequate skills and knowledge about entrepreneurship to 
individual will boost development of entrepreneurs’ activities. While if most of peoples do not have enough skills 
in using and mobilizing resources for developing their entrepreneurial skills and this often leads to serious gaps 
in the fields of managerial skills, strategic planning, etc
 Social Capital: Adequate social network among member of micro entrepreneur will stimulate activities 
of micro entrepreneurs to develop successful on other side lack of social capital, that is poor people do not have 
the social networks and this deprives the target groups of a key linkage with business partners which could 
otherwise have provided valuable assistance regarding different aspects of business development.
 Other Services: MFIs also provide the various services to the entrepreneur like saving facilities with 
good interest in return it also provide the insurance, remittance, credit guarantee and other plus services.
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Results and Discussion
Structure of the respondent 
 The background information provides findings of respondent’s gender, age, education period of work in 
their respective organizations, the category of work and where business area is situated.
Table No 2: Gender of respondent

Frequency Percentage
Entrepreneurs
Male 5 4%
Female 115 96%
Total 120

MFIs Employee
Male 7 35%
Female 13 65%
Total 20 100%

 The table No 2 shows that out of 120 entrepreneurs only 4% were male where as 96% were female 
whereas other side out of 20 employees who were consider on the study 65% were females and 35% were males. 
It shows that micro-enterprises are female dominated.
Table No 3:  Other Information about Respondent

Age group No of Respondents Percentage
20-30 19 16%
31-40 49 40%
41-50 33 28%
50- Above 19 16%
Marital Status
Married 107 89%
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Unmarried 13 11%
Education Status
Literate 97 81%
Illiterate 23 19%
Family Structure
Single 67 56%
Joint 53 44%

Time period of joining MFIs
Below 2 34 30%
3-4 55 48%
5-6 13 11%
Above 6 13 11%

Total 120

 From table no 3, it can be seen that there are 31 to 40 years age group entrepreneurs engaged mostly, 89% 
of entrepreneurs are married. Table also shows that 81% of entrepreneurs are literate, they can do some of their 
documentation for their enterprises by themselves and 56% of them were living in a single structure family. It is 
because most of entrepreneurs were migrated from the rural area. 48% of them had started their business from 3 
to 4 years connecting with MFIs.
Based on the analysis, this study brings the following results. 
•	 Entrepreneurs indicate more than one challenge that hinders their development.  Negligence of the government 

is the primary cause of concern. Lack of finance, poor financial literacy, poor management of market area and 
the lack of infrastructure development are also the challenges. Other factors that hindered enterprises growth 
that was cited by entrepreneurs: Interest rates charged are too high, rigid payment period & interest charged, 
local market is not well diversified, high competition among the local entrepreneur, no support from the local 
municipality, slowdown in the economic activity affect the business and the business has also slowdown due 
to the effect of corona virus crisis which was also big challenges for the entrepreneurs. 

•	 On the survey large majority of 95% of entrepreneurs felt that they are facing various problems on the way 
of growth and development of their enterprises.

•	 MFIs offered the various product and service to the entrepreneurs and from the study it can be concluded that 
MFIs products and services had a positive impact on the overall development of entrepreneurship. 

•	 MFIs had reduced the financial challenges face by the entrepreneurs which had increased the ability to trade 
and expand their enterprises in the tough situation through the customized loan.

•	  This survey presents the situation where the MFIs do not facilitate much in financial literacy and on opening 
up new branches.

•	 According to the survey responses, Credit facility, training on financial management skill, low interest and 
loan facilities, and adequate grace period to settle the loan had helped the entrepreneurs to expand their 
enterprises. It concludes that there is a positive relationship between products & services offered by the MFIs 
and rate of expansion of enterprises.

•	 MFIs create the various advantages for the entrepreneurs like financial flexibility, financial literacy, 
entrepreneurship knowledge and skills, social capital and other facilities through MFIs products and services. 
So, it can also be concluded from the analysis that MFIs have positive impact on the growth and development 
of the entrepreneurship. 

•	 There are somehow positive changes on the enterprises from MFIs. There are major challenges facing these 
businesses that have not been handled to substantial level to enhance their expansion and development.

•	 The various financial product and service offered by the MFIs has created the financial flexibility among the 
entrepreneurs which has reduce the financing challenges faced entrepreneurs and provided an opportunity for 
them to grow and expand.

•	 Majority of entrepreneurs are suffering from the poor financial management skill and they are unable to do 
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documentation for their business. They are unable to manage business finance and personal finance. They can 
only perform basic accounting for themselves.

•	 According to survey results, it is found that most of entrepreneurs are willing to adopt the new innovation on 
the MFIs and financial sector for their growth and development of their enterprises.

•	 MFIs conduct various   personal skill development training, business management training and financial 
management training programs for the entrepreneurs before and after approving their groups for the 
membership of MFIs but those programs does not have strong impact on the entrepreneurs and their growth 
and development of their enterprises.

•	 The test of hypothesis (Chi-square test at 5% level of significance) shows the significant positive relationship 
between development of entrepreneurship and MFIs products and services. 

•	 The test of hypothesis (Chi-square test at 5% level of significance) shows the significant positive relationship 
between the development of entrepreneurship and advantage that entrepreneurs receive through the MFIs 
products and service. 

•	 The test of hypothesis is not only revealed the relationship between the variable but it also shows that MFIs 
have a positive impact on the entrepreneurship development in overall study. 

Conclusion 
Now a day there are somehow helping the entrepreneurs to deal with the problems and challenges that hinder 
them from the expansion of their enterprises. Numbers of MFIs and entrepreneurs are increasing day by day. 
Various product and services offered by the MFIs had reduced the financial problem among the entrepreneurs. 
Now a day, MFIs has become more helpful for the entrepreneurs in comparison to bank they can borrow small to 
medium amount of financial support for their enterprises. MFIs help the entrepreneurs to increase their financial 
knowledge through conducting various training and counseling programs. There is significant relationship 
between MFIs and entrepreneurship development. In comparison to the past days more and more entrepreneurs 
are attracted to be the member of MFIs. Especially MFIs have become more helpful for the women micro-
entrepreneurs in the rural to city area.
 Despite the positive impact, so many challenges and problems hamper to develop the micro-entrepreneurship 
in Nepal. Negligence of the government, poor financial literacy, lack of infrastructure development are the 
challenges. Other factors that hindered enterprises growth that was cited by entrepreneurs: Interest rates charged 
are too high, rigid payment period & interest charged, local market is not well diversified, high competition 
among the local entrepreneur, no support from the local municipality, slowdown in the economic activity affect 
the business and the business has also slowdown due to the effect of corona virus crisis which was also big 
challenges for the entrepreneurs. Concerned MFIs and government should address to resolve these problems for 
the development of micro-enterprises and micro finance in Nepal.
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ABSTRACT
This paper entitled," Practices of Teachers’ Motivation in Community College” was conducted in Chitwan 
district of Nepal. Exploring what practices are enacting while motivating the teachers in community colleges 
from an unexplored context provides important and critical information for scholars. In this context, this 
study explored the motivational practices for teacher’s motivation in community colleges in Nepal. Three 
out of twelve community colleges of Chitwan district were selected for this study. Teachers were taken as the 
respondents for the study. This study adapted focused interview design of qualitative approach. 

The verbal data or information generated from different respondents using semi-structured and open-ended 
interview questionnaires were analyzed and interpreted with reference to Herzberg's dual factor theory and 
Stacy Adams equity theory. Finding of the study, revealed that community college in Nepal are attempting 
to motivate their teachers to adopt widely used good practices as in other organizations of similar nature. 
However, they are unable to implement those practices as per the expectations of their teachers due to 
insufficient resources and lack of systematized procedures.  Those college are seeking more support from their 
affiliating universities, University Grand Commission and also from the state, province and local government.

Key words: Motivation, Community College, Teachers, Responsibilities and Benefits. 

Introduction
Motivation is an important tool to harmonize and achieve goals of individuals and organizations. It brings 

purposeful changes in person’s behavior. It induces people for higher productivity (Agrawal, 2000).Motivation is 
regarded as an essence of effective human resource management. It reduces employee’s turnover and absenteeism 
from the workplace and also encourages them to utilize resources effectively and efficiently. Situational changes 
or environmental adaptation of an organization is possible with its highly motivated and devoted employees. 
Highly motivated human resources can contribute to the growth and development of an organization. Thus, 
motivation is regarded as one of the most important function of human resource management in an organization.

Teachers just like any other workers have their own individual motives based on needs, desires, and 
expectations which energize their behavior towards their work performances. Thus for an educational institution, 
teacher motivation is the central construct for human resource management and successful achievement of its 
teaching and learning objectives (Adiele and Abraham, 2013). Similarly, Garrett (2000) has recognized motivation 
and professional development as a significant factor in enhancing educational quality. He has insisted the radical 
improvement of teacher morale and proficiency to contribute successful outcome of the current education sector 
of developing countries.

 Community colleges have been established by the active participation and contribution of local 
communities and intellects. Physical resources for the operationalization of these institutions have been managed 
at local levels. Volunteer grants, student fees, and subsidies from the local and central government are the major 
sources of financial resources. Human resources are hired by these institutions as per the rule and regulations 
guide-lined by its affiliating institution. Teaching faculties, administration staffs, and supporting staffs are working 
in collaboration to uplift the quality of its service delivery and organizational well-being.

Community colleges are educational service delivery nonprofit organizations. Their existence is solely 
dependent on its quality of service delivery i.e. satisfaction of its stakeholder (i.e. students and parents). These 
colleges as organization comprise of teachers as key human resources who are responsible for implementing 
educational plans or policies and enhancing educational quality. Organizational effectiveness is highly influenced 
by the motivation to work and dedication of its faculties to the institution.

 Motivation among community college teachers is the driving force to direct and control the instructional 
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activities in and out of classroom situations. Community colleges in developed countries have been immensely 
studied to uncover and identify the enacted practices and faced challenges. Little is known about the practices in 
motivating the teachers in community colleges in developing countries. Exploring what practices are enacting 
are faced while motivating the teachers in community colleges from an unexplored context provides important 
and critical information for scholars. In this context, this study explored the motivational practices for teacher’s 
motivation in community colleges in Nepal ‘with the conceptual and theoretical concepts of two-factor theory 
and equity theory of motivation, this study analyze motivational practices in this regard.
Statement of Problem

Teaching profession is a specified profession that required high intellectual ability and various pedagogical 
skills to cope with the students of different abilities and interest. Only a highly motivated teacher will be successful 
in motivating students in the classroom activities and effective teaching. Teachers’ motivation plays an important 
role in the promotion of teaching and learning excellence.

Community colleges, also widely called public colleges in Nepal are being established and managed by 
community people and are being guided by the terms and conditions abide by their affiliating university (i.e. T.U). 
Student enrollments in these colleges are being increased every year. More than 33% of a total enrollment of T.U. 
is in community colleges (UGC, 2014). Thousands of faculties are being engaged in the teaching profession in 
such colleges on part-time, contract and permanent basis. Some of the community colleges are running newly 
adapted courses /programs of T.U. and some even are attempting to run autonomous programs. Such colleges 
seem to have more students, faculties and better financial strength where are some other colleges are running 
traditional courses/programs with relatively less no of students and faculties in the weaker financial backup.

Due to the lack of regular funding sources, most of the community colleges do not have the provision of 
permanent appointment, provident fund, paid sick leaves, study leaves etc. to their faculties. Teachers appointed 
on a permanent basis on such community colleges are also not assured of their facilities to the future and 
seem to be attracted to government services. Politicization in the formation of college management team and 
appointment of key administrative staffs has resulted in impartial decisions in the appointment, promotion and 
control mechanisms of faculties in some colleges. Such pitfalls are responsible for poor motivation of faculties in 
community colleges which results in low morale and job satisfaction or lack of commitment to their profession. 
Ultimately, it influences the quality of education students to receive and the institutional effectiveness. Thus, this 
study has raised the practices of teacher motivation in community colleges as a research problem.
Objective of the Study
The major objective of this study was:
•	 To analyze the practices of community college to motivate teachers’.
Research Question for This Study: 
•	 What practices does community college do to motivate teachers to perform better?
Rationale of the Study

The finding of this study will be of importance to faculties, college management team, administrators, and 
policymakers of community colleges. Ultimately, it will contribute to enhancing the quality of educational service 
delivery in higher education and give positive implications for the betterment of human resource management 
practices of community colleges.
Literature Review

Various researchers have made different studies on the Teachers motivation practices of community 
college in Nepal. Reviewing literature is divided into three parts: review of related studies, theoretical framework, 
and conceptual framework.
Review of Related Literature

Motivation as the willingness to do something and it is conditioned by this actions ability to satisfy 
some need for the individual. An unsatisfied need creates tension, which stimulates drives within the individual 
(Decenzo & Robbins 1998). These drives generate a certain behavior to find particular goals that they perceive 
as having value to them. Khadka (2009) has described motivation as the task of arousing interest and spirit 
in employees to work actively in a disciplined, responsible and dedicated manner for effectively operating an 
organization for the achievement of organizational goals. Motivation also establishes the co-operative relationship 
among employees and encourages them to work. It is a continuous process as it arises from human needs which 
are innumerable when one need has been fulfilled, another need appears instantly. This is purely a human and 
psychological aspect as the same environmental elements do not motivate all persons equally and only the human 
being, not any other resources can be motivated. There are various techniques to motivate persons to work. Some 
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persons can be motivated through positive means like reward and honor whereas some others can be motivated 
through negative means like threats, warning etc. Similarly, some can be motivated by increasing salary, giving 
promotion high allowance, participation in management etc.

According to Agrawal (2000), motivation is the result of interaction between the individual, the job, and 
situation. It is the key to effective work performance. It makes employees act or behave in a certain way. It is 
the inner state that energizes, directs and sustains behavior towards goal achievement. It can be extrinsic which 
is extremely induced or intrinsic which is self-generated. Financial incentives for a job well done are extrinsic 
whereas a sense of satisfaction for a job well done is intrinsic motivation. Though motivation is highly situational, 
working willingly, greater efforts to perform tasks, giving the best at work, sense of belonging and pride in the 
organization, higher productivity are some indications of motivation in employees. Similarly, excessive employee 
turnover, absenteeism, indiscipline, frustration and unrest at the workplace, increasing rate of accidents, low 
productivity and a high waste of raw materials are some indicators of demotivation in employees.

Teaching is at the heart of the community college enterprise and its faculty efforts (Murray, 1999, 2004; 
Wallin, 2003). On that basis, considerable research has been done on what exemplifies effective teaching, but 
very little on faculty motivation, even motivation for teaching, and still less on motivation for other faculty work 
activities, such as professional development (Wallin, 2003).

Ololube (2004) in his study on teacher’s job satisfaction and motivation for school effectiveness has 
explored that increased motivation of teacher leads to an increase in productivity that gives a boost to the educational 
systems. He further claims that teachers are dissatisfied with the educational policies and administration, pay and 
benefits, material rewards and advancement etc. This has a great impact on teachers work performance and school 
effectiveness. Raseed et.al (2010) put their opinion that high salary or compensation benefits are encouraging 
factors for the teachers. Their study on motivational issues for teachers in the higher education of Pakistan further 
reveals that the higher workload combined with other administrative activities like examination, admissions, 
internships, disciplines has caused to decrease the motivation of teachers. Nyankundi (2012) has included both 
physical and psychological factors in teacher motivation process. Her study indicated job satisfaction, reward and 
compensation, professional training and work situation factors as key motivating factors in teacher’s motivation.

Gatsinzi etal (2013) also revealed that motivation of teachers is due to work supervision, responsibility 
assignment and how teacher effort is acknowledged and respected by examining work and school-related variables 
in teacher motivation. The study further indicated that in teacher motivation school facilities related variables 
such as aesthetic and cleanliness also significantly co-related with teacher motivation.

Faculty motivation is a critical element in community college educational reform efforts (Perin, 2001). 
These outcomes are critical issues in higher education nationally (Sanderson, Phua, & Herda, 2000; Teodorescu, 
2000). Yet, research is inadequate to fully inform policy and decision-making regarding faculty work in the 
community college (Cooper & Pagotto, 2003).Community college faculty members often find themselves divided 
between what they want to do and what they can do. Knowing what motivates faculty to engage in professional 
development and scholarly productive activities provides critical information for administrators. These findings 
provide implications to help college administrators make policy decisions to support the faculty and align with 
institutional mission and goals.

The influences of intrinsic and extrinsic factors are not simple. However, it is clear from this literature 
that: (a) faculty members’ motivations of both types bear important implications for the work that faculty members 
do; (b) faculty motivation is influenced by policy of the institution, and in turn, it becomes a lens through which 
faculty members interpret that policy; and (c) much more investigation is needed into these relationships in the 
community college context. Research is necessary across a broader range of characteristics that influence   the 
dynamic; such research should be grounded in relevant models and theories of motivation (Middaugh, 2001).

There is a crisis in hiring and retention of community college faculty nationally (Sanderson et al., 2000). 
Initial recruitment and job fit is a key to hiring and retention of faculty, and these are linked to personal values and 
motivations (Tierney & Rhoads, 1994). Instead of professional development workshops, it is institutional climate, 
supervisor support, well-matched and aligned rewards structures, and values that drive investments with potential 
for powerful and lasting change (Murray, 1999). Many community college faculty take the job incidentally or 
by default rather than intentionally and purposefully wanting to teach in the community college (Murray, 2004). 
Yet, the reputation of the community college hinges not only on effective classroom practice, but also on its 
faculty members’ training and development, their expertise and professionalism, and the excellence with which 
they prepare students for both workplace and academic success (Perin, 2001; Wallin, 2003).
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Theoretical Framework
In this study, to analyze the data and information collected from the various respondents and draw a 

conclusion, Herzberg’s two-factor theory and Stacy Adam’s equity theory has been taken into consideration.
Frederick Herzberg has contributed to the world by developing an important theory to motivate employees to 
work in 1950. Herzberg et al. (1959) propose two sets of factors: motivator factors and hygiene factors. Motivator 
factors determine the job satisfaction that allows individuals to reach their psychological potential, and are usually 
intrinsic, related to job content Motivational factors are also called satisfiers or motivators include achievement, 
recognition, growth, responsibility, development and advancement, challenging work etc. By contrast, hygiene 
factors determine job dissatisfaction and tend to be extrinsic ones, related to the environment or context, including 
pay, supervision, and company policy. and administration, quality, interpersonal relations with superiors, peers, 
and subordinates, work conditions, salary, personal life, status, job security etc. The absence of these factors 
causes dissatisfaction leading to grievances, absenteeism and job quit in the employees. Though hygiene factors 
do not motivate employees but take out dissatisfaction from employees. These factors satisfy the employees and 
cause a high level of motivation and job satisfaction when present (Agrawal, 2011).

Two- factor theory in real-world grounding has helped organizations to classify factors that lead to 
satisfaction or dissatisfaction amongst workers. Sachau (2007) suggests that it is best to view motivation-hygiene 
theory as a framework that facilitates the understanding of the duality of many factors such as “satisfaction/
dissatisfaction, happiness/ unhappiness, intrinsic/extrinsic motivation, mastery/status, and psychological growth/ 
psychological pain avoidance. In educational research, it is widely accepted and the most commonly used theory 
of motivation and job satisfaction (Hill, 1994; De Nobile and McCormick, 2008).

Equity theory (Adams, 1963) is a social comparison theory, concerned with the feelings of individuals 
about their treatment by managers in comparison with their colleagues. Satisfaction is determined by how 
individuals perceive equity, which determines the balance between inputs and outputs, allowing comparison with 
others. In other words, the theory focuses on relative under-reward of the individual and over-reward of others, 
which may result in a sense of being unfairly treated and thus in dissatisfaction (Griffin & Moorhead, 2010; 
Agarwal, 2008).

This theory assumes that individuals are motivated by their desires to be equitably treated in their work 
relationships. In an organization, employees work according to qualifications, ability, and skill. Besides these 
things, their works are also affected by a psychological factor. Such psychological factor is the expectation of 
the employees that the organization should consider him/her comparatively good and should not be prejudicial 
towards him. The person compares with other persons within the organization or persons of the equivalent post 
outside the organization. While comparing if they find impartiality towards them, they get motivated towards 
work. At the same time, if they experience inequity they do not exert much effort to work or change their inputs, 
change their outputs lowering the quality of performance, distort perceptions of self or others and also may quit 
the job (Khadka, 2009).

A feeling of inequity causes tension, which is unpleasant, so individuals tend to try to reduce inequity, by 
increasing or reducing their inputs or outputs relative to those of the other person. Alternatively, in response to 
inequity of any type, a worker may change his referent or “leave the field” (Adams, 1963, p.427).

Nevertheless, a number of researchers, including Muchinsky (2000) and Jost & Kay (2010), view equity 
theory favorably. Bolino and Turnley (2008) report that it has received significant attention, particularly from 
organizational scholars. Moreover, studies by McKenna (2000) and Sweeney (1990) reveal how much it has 
helped to further the understanding of job satisfaction and motivation.
Conceptual Framework

Above presented both the theories can be equally applicable for understanding the aspects of teachers’ 
motivation in community colleges and analyzing the motivational practices in those institutions. On the basis of 
these theoretical approaches, the conceptual framework for this study has been developed as under.
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Methodology of the Study 
Research Approach (Paradigm) 

The present study adopts Qualitative approach and constructivism paradigm is used for 
this study, which consists of deductive approaches. Descriptive techniques because its aims are 
to explore motivation practices and to identify respondents related opinions and attitudes and 
contend with present phenomena and describe them precisely and realistically (Gall, Gall, & 
Borg, 2007; Cohen et al., 2011; Procter, 2001). Constructivism philosophical paradign as an 
approach that asserts that people construct their own understanding and knowledge of the world 
through experiencing things and reflecting on those experiences (Honebein 1996). This research 
is based on constructivism as it means to provide an understanding of the human experience as a 
subjective entity and interpret the participants thinking and understandings about the particular 
topic.  
Selection of Study Area 

There are about five hundred community colleges throughout the country. Three 
Community Colleges of Chitwan district from province no. 3 was taken as the study area and 
participants are both part time and permanent teachers of community college of Chitwan district. 
Selection of College and Teachers 

Out of twelve community college. Three colleges (running both bachelor and master 
program) were selected as the sample by convenience sampling technique. Both permanent and 
part time six teachers; two from each sampled college were the key respondent for this study. 
Tools and Techniques for Data / Information Collection 

As this study is based on qualitative research design, detailed information regarding 
practices of motivation and ways for the betterment of those practices were generated through 
semi-structured and open-ended interview questionnaires. 
Nature and Sources of Data 

Verbal data or information from different respondents are collected by the use of semi-
structured and open-ended interview questionnaires prepared with reference to the objectives of 
the study. This study has used primary sources of data such as responses from different 
interviewees. 
Data/Information Collection Procedure 

The detailed information required to fulfill the objectives of the study were collected by 
the field visit of sampled colleges. A face to face interview was conducted with each respondent 
in consensus. The data/ information obtained from each respondent was recorded in the audio 

Methodology of the Study
Research Approach (Paradigm)

The present study adopts Qualitative approach and constructivism paradigm is used for this study, which 
consists of deductive approaches. Descriptive techniques because its aims are to explore motivation practices 
and to identify respondents related opinions and attitudes and contend with present phenomena and describe 
them precisely and realistically (Gall, Gall, & Borg, 2007; Cohen et al., 2011; Procter, 2001). Constructivism 
philosophical paradign as an approach that asserts that people construct their own understanding and knowledge 
of the world through experiencing things and reflecting on those experiences (Honebein 1996). This research is 
based on constructivism as it means to provide an understanding of the human experience as a subjective entity 
and interpret the participants thinking and understandings about the particular topic. 
Selection of Study Area

There are about five hundred community colleges throughout the country. Three Community Colleges 
of Chitwan district from province no. 3 was taken as the study area and participants are both part time and 
permanent teachers of community college of Chitwan district.
Selection of College and Teachers

Out of twelve community college. Three colleges (running both bachelor and master program) were 
selected as the sample by convenience sampling technique. Both permanent and part time six teachers; two from 
each sampled college were the key respondent for this study.
Tools and Techniques for Data / Information Collection

As this study is based on qualitative research design, detailed information regarding practices of 
motivation and ways for the betterment of those practices were generated through semi-structured and open-
ended interview questionnaires.
Nature and Sources of Data

Verbal data or information from different respondents are collected by the use of semi-structured and 
open-ended interview questionnaires prepared with reference to the objectives of the study. This study has used 
primary sources of data such as responses from different interviewees.
Data/Information Collection Procedure

The detailed information required to fulfill the objectives of the study were collected by the field visit 
of sampled colleges. A face to face interview was conducted with each respondent in consensus. The data/ 
information obtained from each respondent was recorded in the audio recorder.
Data Analysis and Interpretation Procedure

Detailed information were generated through semi-structured and open-ended interview questionnaires. 
All the ethical consideration were taken in mind while taking interview. The information obtained from respondent 
was recorded in the audio recorder. Herzberg two factor theory and Stacy Adams equity theory of motivation was 



Nepalese Journal of Management Research (2022), Vol. 2 32

used as the references for the evaluation and analysis of the data.
Discussion and Analysis
Practices of Teacher motivation
 Effectiveness and well-being of a college are highly influenced by the motivation to work and dedication 
of its teachers to the institution. Acharya (2012) has viewed that people with less ability but stronger will are 
able to perform better than people with superior ability and lack of will. Findings of the study in this regard are 
presented and discussed under following sub-headings.

Salary and Benefit. Teachers indicate salary and benefits as a most influential aspect of teacher motivation. 
Similar payment to the similar job is a common principle of modern human resources management. In this 
study, some sort of contradictory practices has been observed among the colleges in their payment system. Some 
colleges had been practicing monthly salary system considering three periods as a full load to their teachers. They 
had been paying only monthly salary to their part time teachers whereas permanent teachers had been enjoying 
provident fund, paid study leaves, Dashain allowance yearly grades etc. Though teachers of both categories were 
holding similar job assignments, there was the difference in their payment system.

As per the respondent teachers’ responses, except for two out of six respondent teachers from three 
sampled colleges, all were found to be underpaid in comparison to T. U. or P. U. affiliated colleges. Teachers 
appointed on a permanent basis in such colleges were getting provident fund. Some colleges were found offering 
salary and benefits as offered by its affiliating institution T.U and facility of paid sick leave and yearly grades to 
their permanent teachers while some other colleges were found paying far below the expectations of teachers.

A teacher during interview session revealed that, “I am being paid low in comparison to a similar job in 
other college and I am waiting for a better opportunity.”

Another respondent teacher added, “We are of two types of faculties working in our college, one set of 
faculties are working here on contract and  part-time basis as they have some sort of affiliation with constituent 
colleges of T.U. or P.U. or in any other formal institutions. They do not get additional benefits except regular 
monthly salary. Another set of teachers are fully dependent on this college. They are appointed on permanent 
position and get additional benefits other than regular salary. This difference sometimes creates a problem in job 
assignment to teachers and control mechanism too.”

Another teacher working on permanent position said that, “Though I have got permanent status from 
the college, I feel frustrated when I compare my salary and benefits with other similar institutions as it is far 
below the perceived standard. On the other side, college itself is running with minimal financial sources mostly 
collected in terms of student fees and it may not be sustainable too.”

From above various views, this study revealed that community colleges were practicing various systems 
in the payment to their faculties. Majority of teachers were found underpaid in comparison to teachers of T.U. 
or P.U. In some colleges payment to teachers holding similar responsibility was found different in the name 
of the part-time and permanent teacher. Community college teachers were not getting salary benefits as per 
their expectations. This has created some sort of dissatisfaction among those teachers.  This practice was found 
contradictory with Stacy Adams equity theory of motivation Due to this, some teachers were found growing 
grievances for partiality in payments and had shown an adverse effect on job assignment to teachers and their 
motivation too. Herzberg’s dual factor theory has considered salary benefit as one of the major hygiene factor 
(satisfier). His theory states that though salary benefits do not motivate employees but take out dissatisfaction 
from them. 

Four interviewees stated that salary negatively affected their level of motivation, since it hasn’t met their 
needs and was not commensurate with the effort that they put into their work. Hence, salary benefits and other 
facilities to teacher staffs should be made equitable with other similar organizations.

Additional responsibility of work. Respondent teachers from each sampled college showed a strong 
connection between additional responsibility of work assigned to a teacher and their level of motivation. It is 
found that community colleges had been trying to motivate their faculties by assigning various additional 
responsibilities besides teaching. Out of six respondent teachers, three were found crowned with titles like faculty 
head, research head, member of exam coordination committee etc. In this regard, one of the respondent teachers 
said that, “I am very much interested and passionate about research work along with regular teaching I have been 
working in this college for last eighteen years. From last six years regularly college has assigned me an additional 
responsibility of research head. It makes me feel proud and being honored for my dedication to my job.” 

Thus, findings of this study showed that there is a strong connection between additional responsibility 
and teacher motivation as indicated by dual factor theory of Herzberg. Herzberg’s dual factor theory also states 
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responsibility as a motivator and when present it causes a high level of motivation and job satisfaction. As per 
respondent’s opinion, besides teaching, performing additional responsibilities like faculty head, research head, 
member of exam coordination committee etc. increases high level of motivation to them. Hence, college should 
hired heir teaching faculties in different additional responsibilities in order to motivate them.

Participation in Management. Respondent teachers from all the sampled colleges were asked about 
their participation in decision making. Teachers from the colleges with comparatively poor financial back up 
accepted their direct or indirect involvement in the decision-making process of the college. While teachers from 
high profile colleges showed their ignorance in the major decision-making process. One of the respondent teachers 
explained that, “We used to have very few staff meetings most probably once or twice a year. Teachers used to 
share their views on the agendas floored by college administration during the meeting. But the final decisions are 
made by full body meeting of CMC. So the staff meeting seems to be organized only for the formality but, not for 
listening our views and opinion.”

From above responses, it was clear that community colleges with poor financial back up were in 
front line in practicing participatory management than that of college with better strength. Participation in 
decision making increases teachers’ job satisfaction and motivation as it develops a sense of belongingness and 
ownership in college. This practice was found to be a better tool to minimize teachers’ grievances regarding 
their payments and benefits rather than developing a sense of ownership to the institution among faculties. 

Reward and Punishment. It is true that some people can be motivated through positive means such 
as rewards and honors whereas some others can be engaged in their duties through negative means like threats, 
warnings etc. All the respondents for this study accepted reward and punishment as a prominent factor in teacher 
motivation. All the sampled colleges were found to have established best teacher award / excellent result award 
for the effective utilization of human resources. But the criterion for the selection of teachers for reward was 
found to some extent controversial. In this regard, one of the respondent teachers said that, “Yes, we have a 
reward system in our college but it does not seem effective. There are different subjects with a different level of 
difficulties. Some subjects can be passed by most of the students easily whereas it is hard to pass some subjects 
even though the teacher and students have put enough effect to it. On the other hand seniority, nepotism and 
political influence also play some role in selecting teachers for reward.”

Unexpected political influence and lack of scientific bases for teacher performance appraisal were seen as 
the major obstacle in establishing proper reward and punishment system in community colleges. Though all the 
respondents accepted punishment as a factor of teacher motivation number of cases of punishment to the teacher 
having poor performance was found to be negligible. This showed that punishment system was not effective 
in such institutions. Though reward and punishment system has been widely accepted as a factor to motivate 
teachers in their job, all most all the sampled colleges under this study were found unable to implement this 
system effectively.

Growth and Development. All the respondent teachers showed their positive response regarding the 
practices of teachers’ professional growth and development adopted by their colleges. All the respondent teachers 
had agreed on promotion to higher positions as a factor to motivate them. In this study, it had been found that, 
out of three sampled colleges, two sampled colleges, had the practice of promoting its teacher staffs to higher 
positions. 

Teacher stated that, “Our collage has formulated a guideline to promote teacher to the higher positions. 
As per the need of college and individual employees’ performance, eligible teachers have been promoted to 
higher positions.”

Similarly, during interviews, respondent teachers expressed their keen interest to participate in subject-
related training, workshops, and seminars. As one of the teachers mentioned that, “Our College organizes 
professional development programs. College conducts many seminars, workshop and training to promote us. The 
college organizes professional development programs utilizing internal as well as an external resource person 
on regular basis. Tribhuvan University and University Grant Commission have the policy of supporting and 
coordinating colleges in organizing such programs. So that, we faculties at a community college get opportunities 
to have interaction with subject experts and academicians of national or international levels too.”

In researchers’ queries with respondent teachers, about the provision of paid study leaves to teachers for 
M. Phil. and Ph. D. in all sampled college, all answered having such provision and implementation. In this regard, 
one of the respondent teacher said that, “We teachers are provided with opportunity for further study (M.Phil. 
or Ph. D) for one or two teachers every year. It has been helpful in increasing teachers’ morale and uplifting 
institutional image. The college itself is getting better quality human resources. It has been a plus point to our 
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college as they need to show such human resources for QAA accreditation and other programs of UGC.”
One of the respondent teacher from the same college who had enjoyed this opportunity added that, “Yes, 

college has sent me and other interested faculties to do M.Phil. and Ph.D. I have completed my study by getting 
paid study leave. It is a better practice of this college. This provision has given positive impact to me and rest of 
faculties who are seeking opportunities to career development and also for the whole institution itself.”

Analyzing the views from various respondents under study, it was clear that teachers of community 
colleges were seeking the opportunity for their growth and development. Teachers from these colleges were 
privileged and found highly motivated. Majority of the colleges were able to manage such opportunities. Some 
colleges were not able to manage and provide opportunities. Poor financial backup and lack of strategic planning 
could be the major reason behind their inefficiencies. Affiliating institution T.U, UGC and local government also 
should work in collaboration to ensure the opportunity of growth and development to the faculties of community 
colleges. 

Job Security. Herzberg’s dual factor theory has considered job security as a hygiene factor as it can 
reduce employee’s anxiety and instability towards job or affiliation with the institution. In this study, all the 
respondents believed job security as a factor to motivate teachers. Respondent teachers had found feeling some 
sort of insecurity in their job. One of the teacher said that, “I have been working in this college for last ten years. 
I have seen various ups and downs of this college. Though the present condition of this college is satisfactory, 
I personally do not feel full secure in my job. Community colleges do not have regular funding sources besides 
student fees and nominal grants from UGC. If a college fails to enroll enough students in each academic session, 
the college goes to the deficit. There are various factors such as political power play, competition with private 
and government colleges, changing pattern of students flow towards some certain subjects, frequent change of 
management team and administrators etc. forces me to feel insecure in this job.”

Another teacher added that, “In general, I do not feel insecure in my job but political interference makes 
me afraid sometimes”. 

Respondent teachers in this study showed a strong bond between job security and teacher motivation. 
Majority of teachers in community colleges were found feeling insecure in their job. Lack of regular fund, 
changing pattern of student enrollment, political interference to college management were found as the major 
threatening factors to them.

Hence, Community colleges should adopt scientific performance management system and its result 
should be utilized in teachers’ promotion, reward and punishment, performance development and compensation 
management. Salary benefits and other facilities to teacher staffs should be made equitable with other similar 
organizations. The practice of maintaining fair and cordial relation maintained among teacher staffs and 
administration should be encouraged and external influences in college management should be avoided to ensure 
smooth functioning of such institutions. That requires some practice and policy level interventions so that, 
community college teachers could feel secure in their career and work with better motivation. 
Conclusion

From the analysis of present practice of teacher motivation in community colleges, this study revealed 
various practices adopted in such colleges. Community colleges having relatively sound economic status are 
able to manage salary benefits as per other similar organizations but the majority of colleges are not able to pay 
their teacher as per their expectations. Some colleges were found offering salary and benefits as offered by its 
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affiliating institution T.U. to their permanent teachers while some other colleges were found paying far below the 
expectations of teachers. Feeling of job security among community college teachers seems very poor. Lack of 
regular funding sources and external influence in community college management is threatening their career. Very 
few community college teachers are getting professional development opportunities from their college. Almost 
all the colleges were found using the assignment of additional responsibility to their teachers as a better tool to 
motivate them. Some colleges were found providing opportunities for professional growth and development to 
their teachers and majority of college showed their inefficiencies due to the lack of regular funding source to 
manage such opportunities to their teachers. Reward and punishment system is not effective due to the lack of 
implementation of scientific performance appraisal system.

Most of the community colleges are involving teachers or their representatives in the decision-making 
process of the college. This has developed a sense of belongingness and ownership among them but other 
facilities such as paid sick leaves, study leaves, promotion to a higher position, pension or retirement fund etc. 
are not managed as per other organizations with similar nature and has affected the level of teacher motivation in 
community colleges. Community colleges were found practicing a varied system of payment to their faculties. 
Though teachers appointed on part-time, contract or permanent position were holding similar job assignments, 
the difference in their payments and benefits had left a ground to grow grievances among the teachers. Majority 
of community college teachers were found having feeling of insecure about their career. Lack of regular funding 
sources and political influence in college management were the major threatening factors to them. Very few 
community colleges were found having the provision of teacher promotion to higher positions but the majority of 
these colleges responded of being in the planning phase for this provision.

Above study, revealed that Community College in Nepal are attempting to motivate their teachers 
to adopt widely used good practices as in other organizations of similar nature. However, they are unable to 
implement those practices as per the expectations of their teachers due to insufficient resources and lack of 
systematized procedures.  Those college are seeking more support from their affiliating universities, University 
Grand Commission and also from the state, province and local government.
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ABSTRACT
Microfinance institution (MFI) deliquency management is a new topic in the world of microfinance. The 
major goal of the article is to examine at delinquency management strategies in MFIs in Nepal, as well as the 
causes of loan delinquency and how to improve loan delinquency. The study’s goal necessitated an evaluation 
of relevant literature. In Nepal, the ratio of non-performing loans (NPLs) in the microfinance sector has been 
rising. The study found that adopting governance in loan delivery procedures, client identification, effective 
credit appraisal, and review of client credit history, professional knowledge of clients, client literacy, and 
identification of clients over indebtedness, credit monitoring and controls, and loan utilization can reduce MFI 
delinquency. The aim of this research is to help MFIs improve the quality of their loan portfolios. It shows that 
institutionally efficient MFIs may be able to meet both their social and financial goals. The conclusions of this 
article will aid MFIs in reducing NPL and better managing delinquency.

Keywords: cash flow analysis, credit monitoring, financial literacy, governance in loan delivery system, loan 

delinquency, JEL classification code: G21

Introduction
 Microfinance institutions (MFIs) provide financial services to the poor, particularly impoverished 
women, such as credit, savings, microinsurance, and remittance, which help to alleviate poverty for those who 
would not otherwise have access to banking services (Dhakel, 2012). Microfinance is a type of credit union 
that is established in the economy for the poor’s economic gain and to alleviate poverty. Microloans assist the 
underprivileged in producing income, accumulating capital, and improving their living standards. In general, 
people confuse microfinance and microcredit. Microcredit is a key component of microfinance, entails providing 
extremely modest loans to low-income clients with no collateral and, in many cases, no written contract.

 Loan delinquency is the situation where loan repayment is overdue. It indicates payments to be made on 
due date. It can be defined in two ways. The first situation is emerging delinquency which is the early stage of 
delinquency when a borrower unable to repayment installment, and it is the state of possibility of delinquency. 
Whereas there is also another form of delinquency named endemic delinquency. If emerging delinquency is 
not dealt on time it will become where the borrower does not take repayment as a bearing matter reasoning in 
way becoming endemic delinquency. Usually, delinquency can be measured in three ways-repayment rate (RR), 
overdue rate, and portfolio at risk (PAR).

 Interest income from lending is the major source of income of any bank and financial institution. If a loan 
installment recovery is not on time, it arises credit risk due to loan delinquency. Delinquent loan does not generate 
income but it increases expenses such as loan loss provision, recovery cost, and other costs. An institution must 
lose opportunity cost due to loan delinquency. High level of delinquency loan may have negative effect on 
institutions reputation. The chances of increase in loan delinquency due to imitation of negative learning by good 
borrowers.

 Dhakel (2012) stated causes of loan delinquency and expressed their views about delinquency. Loan 
delinquency in microfinance can be broadly grouped into two ways: (1) External and (2) internal causes. External 
causes relates to national calamities, social, political and health crises, and disease factors while internal factors 
are either related to MFIs or Clients or both. The internal factors are related to MFIs image and philosophy of the 
MFIs, ineffective methodology of borrowing selection, untimely disbursement, ineffective information system, 
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lack of follow-up, lack of staff incentives and loan products do not fulfil the client needs while those related to 
clients agrees to household emergency that is illness, death, and project failure.

 The effect of delinquency on MFIs clearly reflect on its profitability and sustainability. The profitability 
of a MFIs is affected if interest is not received on delinquent loan. The effect of delinquent loan is provision must 
be made according to regulatory norms and regulation. If invested loan is not returned on time the entire principle 
amount goes to a loan loss provision. As a result it gratelly affects the profitability and sustainability of MFIs. 
Sometimes the loan product offered by MFIs do not match with the expectations and needs of borrowers. If the 
features of product offered i.e. nature, objective, tenure, repayment frequency etc. does not meet with borrowers’ 
needs it may arise delinquency in loan. One of the major causes of loan delinquency is over financing. So, MFIs 
need to identify actual loan repayment capacity of borrower. If borrowers’ actual cash flow does not meet his/her 
loan installment it is called over indebtedness. 

 In microfinance sector, regular monitoring and follow up is required to make credit secure. Regular 
visit to clients is necessary to know performance of the clients’ business. Proper utilization of borrowed amount 
decrease the chance of being default. If clients utilized the borrowed amount in predetermined ways, it generates 
the cash and make it easy for loan repayment. Another major causes of loan delinquency is low level of staff 
motivation. When staffs are not motivated, it adversely effects on their performance. Low motivated staffs cannot 
maintain good portfolio quality, which increases loan delinquency.

 Management information system (MIS) plays an important role for delinquency management. Poor record 
keeping and information system cannot provide actual information about credit management which ultimately 
increases loan delinquency. Clear and proper credit management policy and procedures provide guidelines for 
delinquency management. If there is no clear policy, there may be confusion on dealing and managing delinquency 
loan.    

One of the major factors of loan delinquency is improper compliance of credit delivery process and 
channels. There are defined credit lending process, procedures, and channels. Proper and adequate compliance of 
these process may decrease the chances of loan delinquency.  

Proper utilization of borrowed amount may generate income. If the amount used in unproductive sector, 
clients’ cash flow mismatched with credit repayment, and it may arise delinquency. Hence, MFIs need to provide 
training to their clients about how to utilize the borrowed amount. Proper documentation informs MFIs about 
recovery status on time and makes aware about loan repayment. Timely communication and follow up with 
borrowers decreases the chances of loan delinquency. 

Microfinance is a type of social enterprise that aims to promote social change and alleviate poverty. Many 
MFIs are now more concerned with business than with social transformation.Their aim was distracted by the 
profit motive, and they focused on more lending rather than better investment, which resulted in increased loan 
default. Due to heavy profit-oriented pressure from microfinance institution investors, good governance practices 
are weakening.

 The remaining parts of the paper is structured as follows. Section 2 includes review of literature. Section 
3 includes research gap, section 4 includes objective of the study, and section 5 includes research methodology. 
Section 6 includes findings of the study. The paper is finally end up with a discussion and conclusion of the study.

Statement of Problem

The credit provided by MFIs needs to be recovered within predetermined period. The loan may not be 
received on predetermined time. When a borrower fails to pays his/her loan installment it is called overdue loan.  
Normally, the overdue loan can be classified in different category as per regulatory as well as risk mitigation 
requirement that is pass, watch list, sub -standard, doubtful, and loss (Bad). When the period of installment 
move than one year it is called bad loan, and is expected at highest level of risk and chances of recovery is 
low. It is actually overdue amount invested by MFIs to their borrower based on guidelines. Currently, Neplease 
MFIs are facing loan delinquent problem which needs to manage properly through policy intervention and credit 
management functions. 

 According to loan delinquency data published by Nepal’s central bank, the average NPL (non-performing 
loan) of Nepalese MFIs was 17.14 percent in mid-July 2020, compared to 8.10 percent in mid-April 2021. 
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Generally, industry level overdue rate is below 5%. Here, the data shows the more than 5% which is higher than 
industry level. Therefore, MFIs need to manage portfolio quality.  

If a client unable to repay their loan installment and increase loan overdue of MFIs which increase the 
costs of MFIs and adversely affects the revenue and profit. So, loan overdue negatively effects on the sustainability 
of MFIs. In other hand, there is also another dangerous negative learning on regular clients towards not repaying 
loan installment on time. So, these above situation are the adverse condition for loan portfolio quality.

Objective of the Study

The general objective of this study is to examine the factors affecting loan delinquency management in Neplease 
MFIs. Specific objectives are: 

	To analyze the current portfoilio quality of Nepalease microfinance institutions (MFIs).

	To evaulate the factors affecting loan delinquency management in MFIs. 

Literature Review

 Many research has been conducted related to loan deliquency in microfinance sector at different country 
with different dimention. Most of the study has been also focusing dimention of loan delinquency management 
in microfinance sector. In this background, following related literature are available from the different sources 
which are classified and presented herewith.

Theoretical Review    

 The paper was guided by adverse selection theory and theory of portfoilio management and theory of 
information asymmetry. Stringlitz and Weiss (1981) have developed the adverse selection theory of portfolio 
management. According to the theory, clients/borrowers of credit providers/Banks and financial institutions 
(BFIs) have different features and characteristics, which are not observable and measurable by bank and MFIs 
while lending, which directly affect the revenue and profitability as well. The theory assumes that the lenders 
unable to distinguish properly bankable clients and different risk. The adverse selection theory describes the 
situation of bank that cannot be distinguish the safer clients from riskier clients. In this theory, the lenders that is, 
banks and MFIs have inadequate information about their own clients and riskier clients. BFIs would charge high 
interest rate on risky clients and less interest rate on safer clients which is guided by risk based costing system. 
The theory has focused on review their clients for differentiating between creditworthy and non-creditworthy 
borrowers by analyzing past credit information, collateral, financial characteristics, and private information about 
local credit applicants. Reduction of informational asymmetries can reduce adverse selection problems in the 
lending, as well as change borrowers’ incentives to repay, both directly and by changing the competitiveness of 
the credit market. Information asymmetries are the main obstacle for MFIs to provide loans to clients (Nawai 
et al., 2010). To mitigate adverse selection problems, BFIs need to take take their loan applicants through an 
elaborate screening procedure before providing a loan, this has been able to reduce loan default in Bank and 
financial institutions (BFIs) . 

Emperical review

 Deliquent directly affect the financial viability, financial management isues that ultimately affect the 
financial viability of MFIs. Deliquent loan play a critical role in the MFIs expenses, cashflow, revinue and 
profitability. Deliquent loan usually maximize supervision cost, staff cost, more time, effort, and resources into 
controlling delinquency (Ledgerwood, 1999).

 Njeru Warue (2012) has studied on factors affecting loan delinquency in microfinance institutions in 
Kenya. The study investigated factors of loan delinquency in microfinance sectore by using multiple regression 
method. For identification of causes of loan delinquency, the study statistically analyzed the internal and external 
factors of loan delinquency in microfinance institutions. The study conculed that internal and external factors 
both are critical drivers of loan delinquency. Therefore, MFIs need to have maintain quality related factors that 
is, good governance in loan delivery system, management of loan, effective management of solidarity lending 
mechanism, and review of credit risk, credit monitoring and controls, and effective portfoilio assessment for 
proper management of loan delinquency. Likewise, Cheng (2021) has investigated the determinants factors of 
loan delinquency in Malaysian commercial bank and non-bank financial institutions adopting with primary data 
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collection with structured survey technique. The study found the borrower-lender distances factor, collateral 
factors, clients education level, loan obligation on time, loan supervision, reference for new clients by reputed 
borrower, financial planning of clients, identification of loan repayment behavior of clients are the important 
factors to prevent loan delinquencies. Credit is not a bad, it is good as it allows the financial flexibility, and it may 
bad, if it was not managed properly in productive sector (Cheng, 2021). 

 Abdulai et al., (2020) states that the effect of corporate governance on delinquency management of 
microfinance banks in Southwest, Nijeria with the aim to examine the impact of board size and board composition 
on delinquency management with statistical panel regression obtained from annual financial statement of 
respective microfinance banks. In the paper, they concluded that, there is no relationship between board size and 
loan default rate and board composition has a negative and insignificant effect on loan default rate, board should 
not be large and must consists of highly skilled, competent and professional oversight the organizational function. 
They recommend that management of MFIs should engage in the development and implementation of strategic 
trainng for board member and senior managers.  

 Tiwari et al. (2020) have analyzed the reason of delinquency on personal loan. They collected primary 
data with structured questionnairs through evaluating SPSS a statistical tool for social science. They explore 
major factors of credit crime i.e. incorrect choosing of loan customer, poor follow-up, unhealthy banking 
competitions, inproper project examination, higher fund cost, overfinancing and underfinancing, inaddiquate 
financial circumstances and understanding irregularity. They suggested some key factors for loan delinquency 
management that is governance to loan regulation, loan visit after disburshment, collateral assessment, past loan 
services, past repayment record, training for loan utilization and effective loan delivery services. 

 Rahman and Sarker (2018) have examined delinquency management in private Commercial Banks (CBs) 
in the context of Bangladesh with self-administered questionnaire using a simple randim sampling methods. In 
this paper they explores that improper selection of a loan client, lack of follow-up, unhelathey competition among 
the banks, lack of proper analysis of project viability, higher intrest rate, under financing, over financing, poor 
economic condition and information irregularity are the main causes of loan delinquency. They recommend some 
strategies for loan delinquency management i.e. governance in credit delivery, clients visit, proper valuation of 
security/collateral, timely loan disburshment, training to clients for how to use money, and proper documentation 
before loan release which are similar strategies of improving loan delinquency in MFIs. 

 Mohapatra and Mishra, (2010) have studied on innovative delinquency management with structured 
questionnaire by applying regression statistical methods. They concluded that evaluation of credit worthiness is 
very most challenging aspect of any MFIs and need to apply credit scoring card regarding the loan repayment. 
Furthermoer, they they auggested that MFIs have to analyzed clients  related attributes i.e. monthly income, 
liabiality, occupation, assets, education level and family size before loan disbuesement decision. 

Research Methodology 

This paper is mainly based on second hand information which were collected from various journals, 
and periodicals. Besides secondary data, some already published interviews, reports have been employed as 
secondary sources of information and an informal chatting were also made with some finance academicians and 
practitioners as primary sources of information. In this paper, descriptive research technique has been used as 
a major part of the research; no quantitative tools have been employed. The researcher has reviewd litereature 
related to loan delinquency management in microfinance institutions at different terriotory. Information used in 
this report was obtained through a review of the relevant literature, telephonic interview conducted by the author 
with Chief Executive Officer (CEO), Deputy Chief Executive Officer, and Credit Department Head of the some 
microfinance professionals on Nepal and reflection of the own experiences of the researcher.

Findings 

One of the most essential factors affecting the method of loan application, loan evaluation, loan approval 
procedure, and loan sanction to clients is adherence to governance in loan delivery systems. The loan delivery 
method must be used in compliance with the competent authority’s institutional credit guidelines. Credit 
monitoring and controls, for example, are a system that ensures the quality of a loan portfolio on a daily basis and 
takes corrective action. It is the process which includes loan utilization verification, clients visit/follow up, and 
portfolio reports based on regulations guidelines. Good monitoring and controls mechanism helps to maintain 
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good portfolio quality and ultimately reduce loan deliquency. Loan delinquency can occur when a loan product 
is not suitable for the client’s needs, there is overfinancing, there is a lack of proper monitoring, there is a lack 
of staff motivation, there is no proper record keeping, and there are no proper policies and procedures in place 
to manage loan delinquency. According to Nepal Rastra Bank’s prudential rules, MFIs must have a governance 
framework in place, such as classification of loan portfolios and loan losses reserve for future loan losses.

Strategy for loan delinquency management in MFIs

 Loan delinquency can be controlled using a variety of credit management procedures, such as a 
detailed and formalized credit evaluation/appraisal process, a client’s source of repayment, their track record 
and repayment history, a credit risk management department for risk identification, a management information 
system, loan portfolio quality monitoring and early warning, and performance reviews. MFIs must design a 
training program for field staff in the areas of credit risk management and the development of microfinance 
customers’ entrepreneurial potential in order to generate regular income.

i. Identification of Clients

Client identification is an important task for delinquency management. MFIs need to develop rigorous mechanism to 
identify their client. Clients’ geographic, demographic, financial discipline, business, income source, educational, 
age, taste, family background etc. determine the chances of loan default.

ii. Effective credit appraisal

Inadequate credit appraisal increases the chance of loan default. So, at the time of lending MFIs need to assess 
borrower on the basis of his/ her regular cash flow, expected cash flow from the project, chances of project 
success, and ntention of the borrower.

iii. Review of credit history of clients 

Credit history is one of the major parameters for lending. Clients’ history indicates future   chances of default. 
Credit history shows clients’ repayment capacity and his/her intention to repay loan. 

iv. Professional knowledge of clients 

Good credit history and good intention of client indicate future chances of good repayment.  Sometimes, borrower 
can’t repay the loan due to project failure. So, lender needs to identify the skill of the borrower to make project 
success. If a borrower does not have the required skill and knowledge of about the business he/she is going to 
start, there is high chance of project failure, and loan delinquency.

v. Identification of clients over indebtedness 

One of the major causes of default in microfinance sector is over indebtedness of borrower. So, MFIs need to 
identify actual loan repayment capacity of borrower. If borrowers’ actual cash flow does not meet his/her loan 
installment it is called over indebtedness. 

vi. Governance in loan delivery procedures 

An organization has its own lending procedures depending on their credit policy. The procedure guides from the 
process of client identification to final loan disbursement. Fully following and compliance of lending process and 
procedure decrease the chance of loan delinquency. 

vii. Credit monitoring and controls

In microfinance sector, regular monitoring and follow up is required to make credit secure. Regular visit to clients 
informs performance of the clients’ business.  

viii. Loan utilization 

Proper utilization of borrowed amount decrease the chance of being default. If clients utilized the borrowed 
amount in predetermined ways, it generates the cash and make it easy for loan repayment.

Conclusion & Discussion

 Microfinance has long been acknowledged as a critical component of socioeconomic development, poverty 
alleviation, and entrepreneurial promotion. This suggests that the majority of MFIs contribute to a reduction in 
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poverty in Nepal.

 My conclusion is supported by good governance in the loan delivery system, loan management, effective 
management of solidarity lending mechanisms, credit risk evaluation, credit monitoring and controls, and effective 
portfoilio assessment for the management of loan delinquency (Njeru Warue, 2012). Second, the borrower-lender 
distance factor, collateral factors, client education level, loan obligation on time, loan supervision, referral for new 
clients by a reputable borrower, financial planning of clients, and identification of client loan repayment behavior 
are all important factors in preventing loan defaults (Cheng, 2021) which is also similar line with my findings. 
Credit crime are mainly depend on incorrect choosing of loan customer, poor follow-up, unhealthy banking 
competitions, inproper project examination, higher fund cost, overfinancing and underfinancing, inaddiquate 
financial circumstances and understanding irregularity. They suggested some key factors for loan delinquency 
management that is governance to loan regulation, loan visit after disburshment, collateral assessment, past loan 
services, past repayment record, training for loan utilization and effective loan delivery services (Tiwari, Somani, 
& Mohammad, 2020) which is also similar with my findings. Improper selection of a loan client, lack of follow-
up, unhelathey competition among the banks, lack of proper analysis of project viability, higher intrest rate, under 
financing, over financing, poor economic condition and information irregularity are the main causes of loan 
delinquency which are similar strategies of improving loan delinquency in MFIs. 

 Rahman and Sarker, (2018) have also explores factors affecting delinquency in microfinance institutions 
i.e. governance in credit delivery, clients visit, proper valuation of security/collateral, timely loan disburshment, 
training to clients for how to use money, and proper documentation before loan release which are similar strategies 
of improving loan delinquency in MFIs. Stringlitz and Weiss (1981) stated that MFIs and banks need to observe 
loan repay capacity of their borrower before deciding loan approval. They further more focused banks and MFIs 
should introduce risk based costing methodology for lending and they should conduct systematic collection of 
clients information i.e. clients history, character, worthiness and financial discipline which is in lined with this 
finding.  

MFIs need to have a comprehensive and systematic identification of credit risk systems. Credit risk 
is the potential that a borrower will fail to meet its obligations in accordance with agreed terms. The major 
task of credit risk management is to limit the exposure within acceptable level. MFIs need to develop detailed 
and formalized credit evaluation/appraisal process that can easily understand clients’ requirement. The credit 
risk management department (CRMD) needs to establish systems and procedures relating to risk identification, 
risk evaluation, risk analysis, management information system, monitoring of loan portfolio quality and early 
warning. The department needs to develop credit risk management framework/guidelines. The credit appraisal 
and approval process needs to be rigorous, and on the basis of track record, repayment history, chances of project 
success, future cash flows, and borrowers’ intention. 

The management of MFIs need to review the overall performance on regular basis. MFIs need to invest on 
training and development program in the areas of credit risk management for the development of highly qualified 
personnel in credit risk management area. Credit scoring of clients may be an effective tool for lending decision. 
MFI need to fix Single Obligor limit (SOL) at controllable level and avoid concentration risk. Concentration risk 
is also a part of credit risk, the concentration may be on geographic basic, on industry basis, on group basis, or at 
any. Sufficient amount of loan provision to be made for possible loss due to default, and it is one of the tools to 
mitigate credit risk. The institution can make appropriate mechanism to identify customer (Know your customer) 
guidelines. It provides the information about your current and prospective customer. Rules based and principle 
based regulatory is required for good governance and mitigate credit risk. Human capital and technological 
capital are important for delinquency management. Through proper development and utilization of human as well 
as technological capital credit risk can be mitigated.

The regulatory authority must play a role in ensuring that MFI governance rules are followed. 
Policymakers, regulatory agencies, economists, MFIs, and BFIs will benefit from the study’s conclusions.
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ABSTRACT
The general objective of the study was to analyze the relationship between human resource management 
practices and employee commitment in Nepalese commercial banks. Descriptive research design was once 
used for the study.  The study targeted 250 employees in Nepalese commercial banks. Questionnaires had 
been used as instruments for data collection. Descriptive and inferential information had been used to 
analyze the data. The study observed that all the human resource management practices studied influences 
employee commitment. This is evidenced by the findings that employee commitment is positively related 
with compensation, training and development, career planning, employee participation, and performance 
appraisal. The study concluded that human resource management practices such as compensation, training 
and development, career planning, employee participation, and performance appraisal influence employee 
commitment at Nepalese commercial banks is it affective, normative and continuance commitment in the 
organization. It is recommended that Nepalese commercial banks should improve on other aspects of human 
resource management practices such as compensation, and training and development as they had weaker 
relationship compared to other variables. The research finally endorsed that another study be prepared in other 
banks on the encounters facing the enactment of human resource management practices intended at motivating 
employees.

Keywords: compensation, training and development, career planning, employee participation, performance 
appraisal, commitment.

Introduction
 Human resource management is a reliable and productive slant towards the management of employees 
who are “valued assets” to an organization (Huselid, et al., 1997). According to Arthur, (1994), managing 
ingenious humans requires a continual balancing among meeting the human ambitions of the people and meeting 
the strategic and monetary needs of the business. Hence linking the human resource management more explicitly 
to the strategic goals to enhance the business and foster innovation and adaptability, thus serves the general 
purpose (Vlachos, 2008).
 According to Delaney & Huselid, (2006), human resource management has been related to the success 
of several leading organizations. Huselid, et al., (1997) argues that It is clear that human resource management 
practice play an essential part in influencing employee’s  intensity  of  commitment  and  their  intention  to  stay  
with  the  organization.
 Kelvin & Boaz (2007) defines commitment as both a willingness to continue a course of action and 
reluctance to vary plans, often due to a way of obligation to remain the course. Employees are concurrently 
committed to several entities, such as economic, educational, family, political and religious institutions. Porter, 
et al., (2004) also asserts that employees also commit themselves to specific individuals, including their spouses, 
children, parents and siblings, as well as to their employers, co-workers, supervisors and customers. Commitment 
manifests itself in distinct behavior. For example, employee gives time and energy to fulfill their on-the-job 
responsibilities also as their family, individual, public and divine obligations.
Schuler & Jackson (1987) described human resource management practices as a system that attracts, 
develops, motivates, and retains personnel to ensure the wonderful implementation and the survival of 
the organization and its members.
	 These	human	resource	functions	encompass	job	descriptions,	job	classifications,	job	evaluation,	
performance	 appraisal	 and	 training,	 and	 job	 specifications	 (Brannick	 et	 al.,	 2007).	 Organizations	 had	
been being in a position to improve their employees’ retention rate by using adopting job enrichment 
applications and bettering their development opportunities.
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Statement of the problem
 Few studies have been conducted in Nepal to date by certain researchers correlating human 
resource	management	practices	with	employee	commitment.	According	to	Gautam	et	al.	(2005),	Nepal	has	
a high affective commitment, a moderate level of continuance commitment, and a low level of continuity 
commitment.	According	to	Pradhan	(2010),	public	and	private	Nepalese	firms	have	similar	organizational	
environment. In the Nepalese setting, a few environment characteristics such as security, participation, 
warmth, and support explained job satisfaction. Employee participation in Nepalese organizations is 
determined	to	be	in	bad	condition.	According	to	Adhikari	(2002),	Nepalese	Human	Resource	Management	
is	troubled	by	the	current	management	standards	and	culture.	Adhikari	and	Muller	(2001)	discovered	that	
transferring	western-style	HRM	prescriptions	to	underdeveloped	countries	presents	both	opportunities	
and obstacles.
	 Managers	and	policymakers	in	Nepal	are	often	skeptical	about	the	benefits	of	investing	in	human	
resources. People should be viewed as valuable assets, in particular, is yet to be recognized. This area has 
not	been	acknowledged	as	a	research	field	by	Nepalese	academics	and	academicians.	Only	a	few	studies	
in	the	fields	of	HRM	practice	and	employee	commitment	are	undertaken	separately.	In	Nepal,	there	is	also	
no	research	on	the	relationship	between	HRM	practices	and	employee	commitment	in	the	banking	sector.	
As	a	result,	this	study	will	seek	to	conduct	an	investigation	into	the	impact	of	HRM	practices	on	employee	
commitment in the Nepalese context.
Research Question
This study is going to answer the following research question:
a. What are the HRM practices in Nepalese commercial banks?
b. What is the level of employee commitment (affective, continuance and normative commitment) as perceived 

by employees of Nepalese banks?
c. How various HRM practices influence employee commitment in different banks of Nepal?
Objective of the Study
The present study is focus on assessing the relationship between HRM practices and employee commitment. In 
this context, this study is attempted to achieve the following objectives:
a. To examine HRM practices in Nepalese commercial banks.
b. To study the levels of commitment as perceived by employees of Nepalese commercial banks.
c. To analyze the relationship between HRM practices and employee commitment in Nepalese   commercial bank.
Literature Review
	 A	central	theme	within	the	human	resource	management	literature	concerns	the	identification	
of	best	practices	that	enhance	both	organizational	performance	and	employee	commitment.	Research	in	
this	area	is	driven	by	efforts	to	find	links	between	these	practices	and	firm	level	outcomes,	such	as	higher	
productivity,	 lower	 turnover,	 and	 low	 rates	 of	 absenteeism	 and	 higher	 levels	 of	 financial	 performance	
(Arthur,	1994;	&	Huselid,	1995).	Research	discovering	 the	effect	of	 these	human	resource	practices	on	
employee	 commitment	 is	 significantly	more	 limited	 (Guest,	1999).	Yet,	 there	 is	 an	 implicit	 assumption	
within the literature that these human resource practices may be applied both across and within 
organizations,	yielding	desirable	firm	level	outcomes	and	employee	behaviors.
	 Research	 has	 reported	 that	 employee	 perceptions	 regarding	 the	 transferability	 of	 skills	 are	
negatively	associated	with	continuance	commitment	(Allen	&	Meyer,	1990).	Taormina	(1999)	originate	
that	 training	was	a	 significant	 forecaster	of	 affective,	 continuance	and	normative	 commitment.	Randall	
and	O’Driscoll	(1997)	initiate	that	arrangement	with	training	policies	was	related	with	higher	levels	of	
affective	commitment	amongst	employees	in	New	Zealand,	however	not	employees	in	Ireland.	Research	
studies also suggest that attitudes towards career development may be related to different commitment 
components.	 For	 example,	 Iverson	 and	Buttigieg	 (1999)	 originate	 that	 promotional	 opportunity	was	 a	
significant	interpreter	of	affective	commitment.	Taormina	(1999)	and	Meyer	&	Smith	(2000)	initiate	that	
career	development	was	one	of	the	most	influential	predictors	of	both	affective	and	normative	commitment.	
Meyer	&	Smith	(2000)	found	that	continuance	commitment	was	higher	among	employees	that	were	rated	as	
less promotable by their superiors. Shouksmith (1994) also initiate that insight of promotion opportunities 
were positively related with continuance commitment. 
	 Concerning	the	design	of	jobs,	Iverson	and	Buttigieg	(1999)	establish	no	prognostic	relationship	



Nepalese Journal of Management Research (2022), Vol. 2 46

between autonomy and affective, normative or continuance commitment, yet routine work has been 
originate to be a negative predictor of both affective and normative commitment. They also found that 
job	security	was	a	significant	predictor	of	both	affective	and	continuance	commitment	and	that	pay	was	
a	significant	predictor	of	continuance	commitment.	 In	overall,	 there	 is	petite	research	 investigative	 the	
impact	 of	 reward	 practices	 on	multiple	 scopes	 of	 commitment.	 This	 study	 therefore	 filled	 this	 gap	 by	
looking at how different human resource management practices impacts on employee commitment.
Compensation
	 Compensation	has	a	positive	impact	upon	perceived	organizational	overall	performance	(Delaney	
&	 Doty,	 1996).	 Performance-related	 pay	 impacts	 employee	 motivation	 positively.	 In	 our	 organization,	
compensation is decided on the foundation of competency of the employee, the compensation for all 
employees is at once linked to his/her commitment.
	 Lazear	(2000)	observed	that	high-performance	organizations	consistently	sought	to	understand	
and strengthen valuable contributions made by means of employees whether or not by way of promotion 
or compensation. 
Training and Development 
 The advent and implementation of training and management development programs must be 
based totally such that time and money are spent on training and management development requirements 
indicated	by	a	training	needs	analysis	financed	in	training	and	management	development	is	related	to	the	
mission	or	basic	business	of	the	organization	(Watad	&	Ospina,	1999).
Career Planning
	 Schwind,	Das	&	Wagar	(1997).	“The	practice	of	boosting	an	employee’s	future	value”	is	defined	
as	“career	planning.”	Douglas	T.	Hall	(1977)	concludes	that	apparent	sequence	of	attitudes	and	behaviors	
related with work associated involvements and events over the span of the individual’s life. Career planning 
as a process inside the organization, career planning is that part of personnel administration that tries to 
develop	avenues	for	people	to	advance	in	the	firm	over	time.	
Employee Participation                                                                                                                          
 Faith is an imperative concept in social science study as a main factor in organizational achievement 
and human resource practice. The potential effects of change strategies on employee trust in management 
(Morgan	&	Zeffane,	2010). Commitment	 (vs.	Control)	oriented	HR	systems	have	a	wonderful	 influence	
upon productiveness and result in a lower degree of turnover (Arthur, 1994). Participation in decisions is 
positively associated with organizational commitment. 
Performance Appraisal
 According to Weiss & Hartle (1997) overall performance appraisal is a procedure for setting up a shared 
understanding about what is to be executed and how it is to be achieved, and a method to managing employee 
that increases the probability of accomplishing success. Armstrong & Baron (1998) definite it as a “strategic 
and integrated method to upsurge the effectiveness of company’s by improving the overall performance of the 
employee who work in them and by growing the capabilities of teams and person contributors.”
Employee Commitment
 According to Muthuveloo & Rose (2005), organizational commitment mentions to ability of employees 
to be loyal and perceive with the organization in relation to the duties and responsibilities being held. In 
organizational commitment, the employees identify themselves with the dreams and values of the organization 
they work for to enable it. Achieve expanded overall performance (Herscovitch & Meyer, 2002). They argue that 
commitment can be in structure of affective, normative and continuance. Commitment comes with job associated 
behaviors such as reduced absenteeism and this leads to high quality fine service.
Affective Commitment
 Employees’ emotional bond to their organization has been considered a necessary determinant 
of dedication and loyalty.  Affectively committed employees are viewed as having a sense of belonging 
and	identification	that	will	increase	their	involvement	in	the	organization’s	activities,	their	willingness	to	
pursue	the	organization’s	goals,	and	their	want	to	continue	to	be	with	the	organization	(Meyer	&	Allen,	
1997). In settlement with this view, studies have determined associations between affective commitment 
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and absenteeism, performance, and turnover with turnover being most strongly associated to affective 
commitment	(Meyer	&	Allen,	1997).
Normative Commitment
	 Normative	Commitment	displays	a	perceived	obligation	to	stay	 in	the	organization	(Meyer & 
Herscovitch,	2001).	The	underlying	construct	of	normative	commitment	is	that	commitment	is	the	totality	
of internalized normative pressures to act in a way which meets organizational goals and pastimes (Wiener, 
1982).	Such	perceived	feelings	usually	motivate	persons	to	behave	appropriately	and	do	what	is	proper	
for	the	organization	(Meyer	&	Allen	1991).	Employees	that	have	a	high	level	of	normative	commitment	
stay	 with	 the	 company	 because	 they	 believe	 they	 “ought	 to”	 (Allen	 &	Meyer	 1990,	 1996).	 Normative	
Commitment has grand value for organizations and their human resources. 
Continuance Commitment
 Employee commitment continues to be a primary focus of inquiry given its predicative power 
on	employee,	and	organizational,	relevant	effects	(Meyer	&Smith,	2000).	In	a	common	employer-employee	
relationship, employee perceptions of human resource practices of their employing organization affect 
their	dedication	to	the	organization	(Kinnie,	et	al.,	2005).	Continuance	commitment	describes	an	personal’s	
need	to	continue	to	be	with	the	organization	ensuring	from	their	focus	of	the	costs	(tenure,	pay,	benefits,	
vesting	of	pensions	and	family	commitment,	etc.)	related	with	sendoff	the	organization	(Meyer	&	Allen,	
1991).
Methodology
	 Research	 methodology	 is	 important	 to	 carry	 out	 research	 which	 describes	 the	 relevant	
methodological	approaches	employed	in	the	study.		The	consistency	of	the	findings	largely	depends	upon	
the empirical methodologies employed. Empirical   methodologies combine with the research design, 
sources and nature of data, population and sample, statistical tools and techniques for data analysis, 
instruments and measurements. 
 This study used descriptive research design. Descriptive research is defined by Gay (1981), as a procedure 
of gathering data in order to test hypothesis or to answer queries, about the present status of the subject in the 
study. The design fit both quantitative and qualitative methods of analysis. 
Sources and Nature of Data 
 Mainly primary data is used in this study. A scientifically prepared questionnaire will be used to collect 
the primary data by considering various factors of demographic characteristics, human resource management 
practices and employee commitment. 
Population and sample of the study
 A population state to a whole group of individuals, events or objects that have a common observable 
representative (Orodho, 2003). It describes the parameters whose characteristics the research attempted to 
describe. The organizations are select based on convenient sampling methods. 
Data Collection
 Questionnaires remained used as a tool for data collection. Closed-ended questions are included in the 
instrument. “Drop and pick” was used to distribute the questionnaire. The questionnaires were used for the 
following reasons: they have the potential to reach a large number of respondents in a short amount of time, they 
can give respondents enough time to respond to the items, they provide respondents with a sense of security, and 
they are an objective method because there is no bias resulting from personal characteristics (as in an interview) 
(Owens, 2002). In the questions, a Likert scale was employed. 
Statistical Analysis
 The researcher first amended the primary data collected from the field. Coding was then being done 
to translate the responses into specific categories. To arrange and condense research material into workable 
synopses, coding was predictable. The coded quantitative items were entered into SPSS for analysis. Descriptive 
statistics such as frequencies, mean, standard deviation and percentages were used to describe the data. The 
analyzed data was presented in form of tables and figures where applicable.
RESUITS
 The objective of the study in this section is to show the various human resource management practices 
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and how each of the practice affects employee commitment within the organization. 
Compensation
The respondents were asked to indicate their level of agreement with statements on compensation in sample 
banks. 
Table 1 Compensation

Statement Mean Std. Deviation
Benefits are given on the basis of the person’s job execution. 4.23 0.716
Benefits are given on the basis of how well our organization achieves. 3.40 0.576

Seniority or length of service, rather than merit or performance, 
determines increases in base pay.

2.86 0.913

Cost of living adjustments or legislated wage adjustments determine 
increase in base pay.

3.13 0.775

An employee’s base pay depends on the importance of his or her job to 
the organization.

3.45 0.816

Source: Opinion survey, 2021
 The analysis on table 1 shows that Nepalese commercial banks need to improve on its compensation 
system. Most of the employees were average (neutral) and few employees agreed to benefits are given on the 
basis of the person’s job execution. 
Training and Development
 Respondents were asked to indicate their level of agreement with different statement on the training and 
development within their organizations. 
Table 2  Training and Development

Statement Mean Std. 
Deviation

The organization provides training programs to enhance skills new employees to 
perform their jobs.

4.23 0.571

The training for employee to perform several tasks so that they can fill up in for 
others if required.

3.30 0.616

Employees receive training on team building and interpersonal relations. 3.00 0.917
Employees receive training on our organization’s values and ways of doing 
things.

3.25 0.801

Employees receive training in order to understand our business. 3.48 0.838
The organization developed training programs on the basis of training needs 
assessment. 

3.42 0.772

 Training is available to any employee who is o   interested. 3.40 0.748
Source: Opinion survey, 2021

 From the analysis on table 2, it can be implied that Nepalese commercial banks, most of the employees 
were average (neutral) that HR ensures that training and development. However, the respondents agreed with the 
statements that the organization provides training programs to enhance skills new employees to perform their 
jobs. 
Career Planning
 Respondents were asked to indicate their level of agreement with different statements on career planning 
in their organizations. 
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Table 3  Career Planning
Statement Mean Std. 

Deviation
Individuals in this organization have clear career paths. 4.39 0.530
Employee’s career ambitions within the organization are known by their immediate 
superior.

3.48 0.533

The organization has more potential level for promotion of employee. 3.18 0.850
Personal and organizational growth needs are matched in our organization. 3.19 0.785
Employee’s career and development plans are provided by our organization. 3.65 0.815
Internal employee favors our organization when a vacancy exists. 3.82 0.680
Each employee is aware of his/her career path in the organization. 3.42 0.710

Source: Opinion survey, 2021
The analysis on table 3 show that Nepalese commercial banks needs to improve career planning system, most of the 
employees were average (neutral) with the above. Some employees at Nepalese commercial banks, agreed with 
the individuals in this organization have clear career paths, plans for the career and development of employees, 
and prefer an internal employee when a vacancy exists.
Employee Participation
Different statements were given to the respondents who were asked to indicate the level of their agreement with 
each in relation to their organizations.                                                                           

         
Table 4  Employee Participation

Statement Mean Std. Deviation
Our organization involved employee to decisions making related to cost and 
quality affair.

4.19 0.553

Employees in the organization are expected by their superiors to share in tasks 
related decisions.

3.35 0.527

Employees are gives chance to suggest enhancements in the way things are 
prepared here.

3.35 0.656

Source: Opinion survey, 2021
 From the analysis on table 4, it can be implied that Nepalese commercial banks, employees were average 
(neutral) that human resource management ensures that all employees appear participation. However, the 
respondents agreed with the statements that our organization involved employee to decisions making related to 
cost and quality affair. 
Performance Appraisal
 Performance appraisal, respondents were asked to indicate their level of agreement with different 
statements. 
Table 5 Performance Appraisal 

Statement Mean Std. Deviation
Performance appraisals are based on input from multiple sources (supervisors, 
peers, subordinates, customers, etc.).

4.00 0.453

Performance appraisals are based on objective quantifiable results. 4.36 0.523
The performance appraisal process is standardized and documented. 3.47 0.532

The performance appraisal is discussed with the employee. 3.18 0.787
The performance appraisal is exploited to decide an employee’s pay. 3.38 0.703
Employee’s training needs is decided by performance appraisal. 3.41 0.808

Source: Opinion survey, 2021
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 From the analysis table 5, it is implied that employee performance appraisal are not done as frequently 
as they should at Nepalese commercial banks as most employees were usual (neutral). It was also evident that at 
Nepalese commercial banks needs to improve on its performance goals as most employees were neutral. However, 
some employees agreed, with the statements that there are performance appraisals are based on input from 
multiple sources (supervisors, peers, subordinates, customers, etc.) and  performance appraisals are based on 
objective, measurable outcomes.
Affective commitment
 The study required to establish affective commitment of employees of sample organizations. To establish 
this, the respondents were given statements to indicate their level agreement with each. 
Table 6 Affective Commitment 

Statement Mean Std. Deviation
I would be very cheerful to devote the rest period of my career in this 
organization.

4.22 0.512

I like arguing about my organization with publics outdoor it. 3.33 0.528
I really feel as if problems of this organization are   my own. 3.09 0.915
I ensure impression like ‘a part of the family’ in an organization. 3.17 0.739

This organization has an ‘emotional attachment’ to me. 3.66 0.832
I have a great deal of personal meaning to this organization. 3.39 0.631

I ensure impression a ‘strong’ wisdom of belonging to the organization. 3.41 0.749
Source: Opinion survey, 2021

 The analysis table 6 showed that the respondents agreed with the statements that I would be very cheerful 
to devote the rest period of my career in this organization and that they do feel ‘emotionally attached’ to this 
organization. The analysis above table 6 implied that employees in Nepalese commercial banks would be average 
(neutral) with I like arguing about my organization with publics outdoor it, they really feel as if problems of this 
organization are my own, I ensure impression like ‘a part of the family’ in an organization, they have a great 
deal of personal meaning to this organization, and I ensure impression a ‘strong’ wisdom of belonging to the 
organization.
Continuance Commitment
 The study pursued to establish continuance commitment of employee of sample banks. To establish this, 
the respondents were given statements to indicate their level agreement with each. 
 Table 7 Continuance Commitment

Statement Mean Std. Deviation
I am fearful of what might chance if I quit my job without taking additional one 
lined up.

4.13 0.360

It would be really hard for me to go away my organization right now, even if I 
desired to.

3.24 0.466

Right now, continuing through my organization is a matter of compulsion as 
much as need.

3.39 0.811

I feel that I have limited opportunities to deliberate   sendoff this organization. 3.33 0.789
One of the few serious penalties of sendoff this organization would be the 
sendoff the existing alternatives.

3.63 0.672

A Major reason I remain to work for this organization is that sendoff would need 
significant individual sacrifice-another organization might not tie the general 
benefits I have here.

3.49 0.670

 
Source: Opinion survey, 2021
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 The analysis table 7 implied that the respondents agreed with the statement that they fearful of what might 
chance if i quit my job without taking additional one lined up and one of the few serious penalties of sendoff this 
organization would be the sendoff the existing alternatives. There was a difference in the response given by the 
respondents on the statements that they would be really hard for me to go away my organization right now, even 
if i desired to, right now, continuing through my organization is a matter of compulsion as much as need, they feel 
that i have limited opportunities to deliberate   sendoff this organization, and a major reason i remain to work for 
this organization is that sendoff would need significant individual sacrifice-another organization might not tie the 
general benefits i have here. And it was also seen that most of the respondents were average (neutral) in Nepalese 
commercial banks. 
Normative Commitment
 The study pursued to establish normative commitment of employee of sample banks. To establish this, 
the respondents were given statements to indicate their level agreement with each. 
  Table 8 
  Normative Commitment

Statement Mean Std. Deviation

I do trust that individual must every time be devoted to their organization.  4.00 0.501
If I got alternative offer for a superior job away I would not perceive it was 
factual to leave this organization.  

3.15 0.629

I was imparted to trust in the value of continuing loyal to one organization. 4.04 0.412
Belongings are superior on the days when employee stay with one organization 
for best of their career.

3.28 0.528

 
Source: Opinion survey, 2021

 The table 8 analyses above implied that there was a significant difference in the response given by the 
respondents on the statements that if i got alternative offer for a superior job away i would not perceive it was 
factual to leave this organization, they would not leave their organization because they have a sense of obligation 
to the organization to Nepalese commercial banks which provided accurate information about the emotions of 
employees.
Discussion
 The study found that human resource management practices such as compensation, training and 
development, career planning, employee participation, and performance appraisal influence employee commitment 
in Nepalese commercial banks. This was evident as it was implied in the analysis that most employees either 
agreed or were average when it came to human resource management practices in Nepalese commercial banks.
 Organizations today are not only concerned with preventing individuals from leaving but with being able 
to create a sustainable and mutually beneficial exchange with employees who would then affect their commitment 
to the organization. This can be evidently seen in human resource management practices such as compensation, 
training and development, career planning, employee participation, and performance appraisal to affect employee 
commitment is it normative, continuance or affective commitment.
 The findings are in line with that of Herscovitch & Meyer (2002) who found that committed employees 
identify themselves with the goals and values of the organization they work to enable it achieve better performance. 
Commitment arises with job related behaviors such as compact absenteeism and this leads to effective quality 
service.
Findings
 The aim if the study was to determine the relationship between human resource management practices 
and employee commitment in Nepalese commercials banks. The study establishes that all the human resource 
management practices deliberate effects employee commitment. 
 From the analysis on the human resource management practices, it was discovered that most respondents/
employees were average (neutral) to most of the human resource management practices such as compensation, 
training and development, career planning, employee participation, and performance appraisal. 
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 The study showed that human resource management practices help to provide the top management 
with information about what is going on with its employees at the banks and this agrees. In the designing and 
implementing through linked the practices with long term objectives of the banks especially when it came to 
employee commitment. Human resource management practice was found to be a very useful tool as it allows the 
organization knows its areas of weakness and strength when it came to designing and implementing best human 
resource practices that would in turn translate in to employee commitment in the organization.
 All organizations connect employees to perform certain activities in order to attain goals and objectives 
that are in synchronize with organizational goals and objectives. The study found out that human resource 
management practices such as compensation, training and development, career planning, employee participation, 
and performance appraisal tend to affect employee commitment at any level, from higher level to lower level 
when it came to employee commitment. This is evidenced by the findings that employee commitment is positively 
related with: compensation, training and development, career planning, employee participation, and performance 
appraisal.
Conclusion
 Employees of an organization are considered as an important resource for the organization  of the  
firm’s  objectives  and  that  every effort  should  therefore  be  made  to ensure that all aspects of the human 
resource management practices are all provided for all employees so at to retain them through ensuring employee 
commitment with in the commercial banks. Therefore from the findings of the study, it can be concluded that 
human resource management practices such as compensation, training and development, career planning, 
employee participation, and performance appraisal influence employee commitment at Nepalese commercial 
banks be it affective, normative or continuance commitment in the organization.
 On compensation management system influence employee commitment as they feel motivated to perform 
when they are satisfied with the compensation. Employee training and development influences both managerial 
and non-managerial employee commitment when they are enhanced their competency for well perform the 
job. Career planning influences employee commitment in that it gives them progress and career development 
opportunities. Employee participation influences employee commitment in that when they feel belonging and 
recognition, they are motivated to work. Performance appraisal through evaluations helps in identify employee 
needs and putting in place what they require to improve their performance.
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ABSTRACT
This Research was done to analyse the buying behaviour of frozon foods in Chitwan district. The data was 
obtained from the questionnaire and analysed with the help of different tabular presentations along with 
their graphs. The three hundred respondents of different age group was selected to find the relevant data. 
The researcher found that majority of consumer of Frozen foods is male and for occupations are concern, 
businesspersons have greater number in comparison with other occupation. Majority of consumer drinking 
Frozen foods in Chitwan district is of the age group of 20-50 years.

Key words: Behaviour, Fast foods, Frozen foods, Hygienic, Nutritious

Introduction    
 Consumer behaviour is about how people make their decisions on personal or household products with 
the use of their available resources such as time, money and effort as mentioned by Schiffman and Kanuk (2000). 
Further, a holistic view that defines consumer behaviour as the activities and the processes in which individuals or 
groups choose, buy, use or dispose the products, services, ideas or experiences as provided by Gabbott and Hogg 
(1998) and Blackwell et al. (2006).
 The study of consumer buying behaviour is of utmost importance in a number of aspects. First of all, 
consumer behaviour can influence the economic health of a nation (Blackwell et al., 2006). Consumers would 
have their preferences in purchasing products from specific retailers and hence the remaining retailers are selected 
using the rule of ‘survival of the fittest’. Therefore, consumers’ decisions can provide a clue for which industry 
to survive, which companies to succeed, and also which products to excel. Second, through understanding the 
reasons for consumers to buy the products and their buying habits, the firms can make use of such information 
to devise corresponding marketing strategies in response to the consumers’ needs (Blackwell et al., 2006). For 
instance, tailor-made products can be made to enhance customer value and thus facilitate repeat purchase (Gabbott 
and Hogg, 1998). Moreover, present consumer behaviour studies regard consumers as important determinants of 
organizational success and it is found that the most successful organizations are customer-centric (Blackwell et 
al., 2006). 
 The notion ‘the consumer is king’ should be deep-rooted in every business people’s mind that they 
should try to please these kings using their innovative methods. Consumer behaviour refers to the activities 
in which people acquire, consume and dispose products and services (Blackwell et al., 2001). Owing to the 
proliferation of brands in the recent decades, there is a growing number of researches conducted in the field of 
consumer buying behaviour.
Statement of problem
 The demand of the frozen foods is increasing in Nepal as in other country. The main reason of increasing 
the consumption of frozen foods in Nepal is due to either increment in density of population or advertisement 
campaign. Besides these, changing life style and influence by western culture also support for drinking habit to 
the people. The problems which forced to research on the above topic are as follows:

(i) What is the consumption pattern of frozen foods according to the different age, sex, profession, 
different seasons and different occasion?

(ii) Why does consumer choose frozen foods? 
(iii) What are the characteristics of Frozen foods?
(iv) What are the financial advantages of frozen foods to the consumer?
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Objective of the study
 The primary research objective will be to determine the consumer buying behaviour of Frozen foods in 
Chitwan district. The following will be secondary research objectives, namely:

(i) To examine the consumption of frozen foods on the basis of age, sex, profession, different seasons 
and different occasion also.

(ii) To analyze the consumer’s view regarding freshly made and cooked, and dry food products with 
comparison to frozen foods.

(iii) To evaluate the reason why consumers select frozen foods and purpose of consuming it.
(iv) To study the strength of frozen foods in terms of product, price, place, promotion, taste, packaging 

and attractiveness that forces the consumer towards it.
Literature Review

Consumer Behavior
 In simple terms, Consumer behavior means the behavior which consumer shows before or after purchase as 
well as the process of purchasing.
 According to L.G., the terms consumer behavior can be defined as the behavior that the consumer display in 
searching for, purchasing, evaluating and disposing of products, services and ideas which they expect will satisfy 
their needs (Schiffman and Kanuk, 2002).
 The study of the consumer behavior is the study of how individuals make decision to spend their available 
resource (time, money, efforts) on consumption related items. It includes the study of what they buy, why they 
buy it, when they buy it, where they buy it, how they buy it and how often they use it. Take the simple product 
toothpaste. Consumer researchers want to know what type of toothpaste consumer buy (gel, regular, stripped, 
in tube, with a pump) ; what brand (national brand, private brand, generic brand); why they buy it (to prevent 
cavities, to remove stains, to brighter or white teeth, to use it as a mouth wash, to attract romance); where they 
buy it  (super market, drug store, convenience store); how often they use it (when they wake up, after each meal, 
when they go to bed, of any combination thereof); and how often they buy it (weekly, monthly).
 J.C. Mowen defines consumer behavior as the study of the decision making units and processes involved in 
acquiring, consuming, and deposing of goods, services, experiences and ideas (Mowen, 1999: 5).

Consumer behavior is the study of how people buy, when they buy and they buy. It blends elements from 
psychology, Sociology, Socio-psychology, anthropology and economics. It attempts to understand the buyer 
decision making process, both individually and in groups, it studies characteristics of individual consumers such 
as demographics, psychographics, and behavioral variables in an attempt to understand people’s wants. It also 
tries to assess influences in the consumer from group such as family, friends, reference groups, and society in 
general. 
 Belch and Belch define consumer behavior as ‘the process and activities people engage in when searching 
for, selecting, purchasing, using, evaluating, and disposing of products and services so as to satisfy their needs 
and desires’ (http:/en.wikipedia.org/wiki/consumer behavior).

Model of Consumer Behavior

                  Stimuli                 Influences          Responses 
   
    
 
   
 
 
 
 
(Source: Agrawal, 2001: 164) 
 
1. Stimuli 
Consumers are stimulated by: 

a) Marketing mix consist of product, price, place and promotion variables. 
b) Environmental forces consisting of political, economics, technological & socio-cultural 

variables. 
2. Influences: 
Consumer behavior influenced by – 
a. Consumer Characteristics: They consist of  
Culture: It determines person’s wants & behavior. Each culture consists subculture-
nationalities, religions, racial groups. Social class is also important for consumer behavior. 
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b. Consumers Decisions Process: It consists of: 
 Problem recognizing 
 Information search 
 Evaluation of alternatives 
 Purchase decision 
 Post purchase behavior 

3. Responses 
They are consumer decision about: 
 Product choice 
 Brand choice 
 Channel choice 
 Purchase timing 
 Purchase amount 

Marketers can influence consumer behavior. They cannot control it. 
Consumers are faced by the decision to buy or not to buy several times a day. It is important 
to understand how they actually make their buying decisions. Consumer buying process 
influences consumer behavior for making buying decisions. 
 
Consumer behavior varies with the type of buying decision. 
Buying decisions can be classified into: 

a. Low involvement purchase 
b. High involvement purchase 

 
a. Low Involvement Purchase (Habitual Behavior) 
It involves routine decision making. Products are repeatedly purchase as a habit. Many 
brands, low risk, small amount of money, short purchase time, passive interest in product 
information, positive attitude towards the product, short term product benefits & limited 
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1. Stimuli
Consumers are stimulated by:
a) Marketing mix consist of product, price, place and promotion variables.
b) Environmental forces consisting of political, economics, technological & socio-cultural variables.
2. Influences:
Consumer behavior influenced by –
a. Consumer Characteristics: They consist of 
Culture: It determines person’s wants & behavior. Each culture consists subculture-nationalities, religions, racial 
groups. Social class is also important for consumer behavior.
Social: They are: reference groups, family, social rules and status.
Personal: They are: age and stage of life cycle, occupation, income, lifestyle, personality.
Psychological: They are: Motivation, Perception, Learning, Believes, and attitudes.
b. Consumers Decisions Process: It consists of:
•	 Problem recognizing
•	 Information search
•	 Evaluation of alternatives
•	 Purchase decision
•	 Post purchase behavior

3. Responses
They are consumer decision about:
•	 Product choice
•	 Brand choice
•	 Channel choice
•	 Purchase timing
•	 Purchase amount

Marketers can influence consumer behavior. They cannot control it.
 Consumers are faced by the decision to buy or not to buy several times a day. It is important to understand 
how they actually make their buying decisions. Consumer buying process influences consumer behavior for 
making buying decisions.
Consumer behavior varies with the type of buying decision.
Buying decisions can be classified into:

a. Low involvement purchase
b. High involvement purchase

a. Low Involvement Purchase (Habitual Behavior)
 It involves routine decision making. Products are repeatedly purchase as a habit. Many brands, low risk, 
small amount of money, short purchase time, passive interest in product information, positive attitude towards 
the product, short term product benefits & limited interest in the product characterize low involvement purchase. 
Examples are a cup of tea, tube of toothpaste.
b. High Involvement Purchase
 It involves extensive decision making. The buying behavior in complex: few brand, high risk, large 
amount of money, long purchase time, active interest in product information, uncertain attitude towards the 
product. Long term product benefit and high interest in the product characterize high involvement purchase. 
Examples are; car, motorcycle, house, computer etc.
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Characteristics of Buying Decisions

Characteristics Low involvement 
purchase

High involvement 
purchase

1. Brand of the product
2. Level of buying risk
3. Amount of money involved
4. Purchase time needed
5. Interest in product information
6. Attitude towards the product
7. Product benefits
8. Interest in the product

Many
Low
Small
Short
Passive
Positive
Short term
Limited

Few
High
Large
Long
Active
Uncertain
Long term
High

  
(Source: Agrawal, 2001: 166)

•	 Buying Roles
Roles that people play in buying decision can be:

a. Initiator: First to suggest the idea of buying the product 
b. Influencer: Gives advice to influence decision.
c. Decider: Decides about buying.
d. Buyer: Makes the actual purchase.
e. User: Uses the product.

Basic Model of Consumer Decision Making

Stage Brief description Relevant internal psycho-
logical process

Problem recognition The consumer perceives a need and becomes 
motivated to solve a problem

Motivation

Information search The consumer searches for information re-
quired to make a purchase decision.

Perception

Alternative evaluation The consumer compares various brands and 
products.

Attitude formation

Purchase decision The consumer decides which brand to pur-
chase

Integration

Post-purchase evalua-
tion

The consumer evaluates their purchase deci-
sion

Learning

(Source: http:/en.wikipedia.org/wiki/Consumer behavior)

Problem Recognition
Problem recognition results when there is a difference between one’s desired state and one’s actual state. 
Consumers are motivated to address this discrepancy and therefore they commence the buying process.
Source of problem recognition include:
•	 An item is out of stock
•	 Dissatisfaction with current product or service
•	 Consumer needs and wants
•	 Related products/purchases
•	 Marketer-induced
•	 New products

 The relevant internal psychological process that is associated with problem recognition is motivation. A 
motive is a factor that compels action. Belch and Belch (2007) provide an explanation of motivation based on 
Maslow’s hierarchy of needs and Freud’s psychoanalytic theory.
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Information Search
 Once the consumer has recognized a problem, they search for search for information on products and 
services that can solve that problem. Belch and Belch (2007) explain that consumer undertake both an internal 
(memory) and an external search.
Sources of information include:
•	 Personal sources
•	 Commercials sources
•	 Public sources
•	 Personal experiences

 The relevant internal psychological process that is associated with information search is perception. 
Perception is defined as ‘the process by which an individual receives, selects, organizes and interprets information 
to create a meaningful picture of the world’.
 The selective perception process stage description selective exposure consumers select which promotional 
messages they will pay attention to Selective comprehension consumer interpret message in line with their beliefs, 
attitudes, motives and experiences selective retention consumers remember messages that are more meaningful 
or important to them.
 You should consider the implications of this process on the development of an effective promotional 
strategy. First, which sources of information are more effective for the brand and second, what type of message 
and media strategy will increase the likelihood that consumers are exposed to our message, that they will pay 
attention to the message, that they will understand the message, and remember our message.
Alternative Evaluation
 At this time the consumer compares the brands and products that are in their evoked set. How can the 
marketing organization increase the likelihood that their brand is part of the consumer’s evoked (consideration) 
set? Consumers evaluate alternatives in terms of the functional and psychological benefits that they offer. The 
marketing organization needs to understand what benefits consumers are seeking and therefore which attributes 
are most important in terms of making a decision.
 The relevant internal psychological process that is associated with the alternative evaluation stage is attitude 
formation. Belch and Belch (2007: 117) note that attitude is ‘learned predispositions’ towards an object. Attributes 
comprise both cognitive and effective elements – that is both what you think and how you feel about something. 
The multi-attribute attitude model explains how consumers evaluate alternatives on a range of attributes. Belch 
and Belch (2007) identify a number of strategies that can be used to influence the process (attitude change 
strategies). Finally, there is a range of ways that consumers apply criteria to make decisions. Belch and Belch 
(2007) explain how information is integrated and how decision rules are made including the use of heuristics. The 
marketing organization should know how consumers evaluate alternatives on silent or important attributes and 
make their buying decision.
Purchase Decision
 Once the alternatives have been evaluated the consumer is ready to make a purchase decision. Sometime 
purchase intension does not result in an actual purchase. The marketing organization must facilitate the consumer 
to act on their purchase intention. The provision of credit or payment terms may encourage purchase, or a sales 
promotion such as the opportunity to receive a premium or enter a competition may provide an intensive to buy 
now. The relevant psychology process that is associated with purchase decision is integration.
Post Purchase Evaluation
 Once the consumer has purchased and used the product, they will evaluate their purchasing decision. They 
compare the producer’s performance with their expectations. If the product does not perform as expected they 
will experience post purchase dissatisfaction. When consumers purchase high involvement products, that are 
more expensive products for which they expose a greater purchasing effort in terms of time and search, they 
usually experience some level of discomfort after the purchase. That is, they experience some doubt that they 
made the right choice. This situation called ‘cognitive dissonance’. You should consider the implication of post 
purchase for the marketing organization. How can the marketing organization minimize the likelihood of post 
purchase dissatisfaction and/or cognitive dissonance?
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 The relevant internal psychological process that is associated with post purchase evaluation is learning 
according to Belch and Belch (2007) discusses two basic approaches to learning theory behavioral and cognitive 
learning theory. Behavior learning theory proposes that stimuli from the environment influence behavior.
Factors Affecting Consumer Buying Decision
 Consumer behavior is influenced by economic, personal, psychological, and socio-cultural factors.

decisions. Belch and Belch (2007) explain how information is integrated and how decision 
rules are made including the use of heuristics. The marketing organization should know how 
consumers evaluate alternatives on silent or important attributes and make their buying 
decision. 
Purchase Decision 
Once the alternatives have been evaluated the consumer is ready to make a purchase decision. 
Sometime purchase intension does not result in an actual purchase. The marketing 
organization must facilitate the consumer to act on their purchase intention. The provision of 
credit or payment terms may encourage purchase, or a sales promotion such as the 
opportunity to receive a premium or enter a competition may provide an intensive to buy 
now. The relevant psychology process that is associated with purchase decision is integration. 
Post Purchase Evaluation 
Once the consumer has purchased and used the product, they will evaluate their purchasing 
decision. They compare the producer’s performance with their expectations. If the product 
does not perform as expected they will experience post purchase dissatisfaction. When 
consumers purchase high involvement products, that are more expensive products for which 
they expose a greater purchasing effort in terms of time and search, they usually experience 
some level of discomfort after the purchase. That is, they experience some doubt that they 
made the right choice. This situation called ‘cognitive dissonance’. You should consider the 
implication of post purchase for the marketing organization. How can the marketing 
organization minimize the likelihood of post purchase dissatisfaction and/or cognitive 
dissonance? 
 
The relevant internal psychological process that is associated with post purchase evaluation is 
learning according to Belch and Belch (2007) discusses two basic approaches to learning 
theory behavioral and cognitive learning theory. Behavior learning theory proposes that 
stimuli from the environment influence behavior. 
Factors Affecting Consumer Buying Decision 
Consumer behavior is influenced by economic, personal, psychological, and socio-cultural 
factors. 
Figure 2.2 
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Figure 2.2 Consumer Behavior Influencing Factors

Economic Factors
Economic factors greatly affect buying decisions. They consist of:
i) Level of Income
The ability to spend is determined by the level of spend able income. Product choice of income sensitive products 
is very much dependent on income level.
ii) Liquid Assets
Consumers who don’t have regular income may posses liquid assets like gold and shares. They provide spending 
power to the consumer.
iii) Saving, Debt and Credit Availability
They all affect consumer expenditure levels. High saving result in lower interest rates, credit availability by bank 
becomes cheaper through lower interest rates. This increases the level of consumer spending.

Changing Consumer Expenditure in Nepal
Particulars 1984 (%) 1996 (%)

Food and Drinks 62.6 53.2
Others 37.4 46.8

Total Expenditure 100 100
House Rent 12.7 14.9
Education 4.0 7.0

Health 4.6 8.0
Cigarettes 2.0 1.7

Rice 24.0 14.0
Restaurant 5.0 7.0

(Source: Agrawal, 2001: 170)
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iv) Attitude Toward Spending
 Negative attitude towards spending adversely affects the willingness of the consumers to spend. This 
influences the product choice. 
Personal Factors: (Demographic Factors)
Personal factors consist of:
i) Age
 Consumers buy different products according to age group. Their taste in food, cloths, recreation is age-related. 
Young consumers like to experiment new products and wear jeans. Older consumer prefers brand loyalty and 
dress conservatively. 
ii) Sex
 Male and female exhibit many differences in their buying behavior. Their needs also vary.
iii) Family Size and Family Life Cycle
 Family size determines the level of expenditure and product choice. Buying decisions in larger families favor 
brand loyalty. 
 The family life cycle influences spending pattern. Product interests differ according to the stage in family life 
cycle: singles, bachelors, married, married with children and old.
iv) Occupation
 Occupation influences the consumption pattern. Factory workers buy work cloths, bank managers buy expensive 
suits. Professional people generally dress properly. 
Psychological Factors
 Psychological factors consist of motivation, perception, learning, attitude, personality and lifestyle.
I) Motivation
  A motive is a pressing need that drives consumers to seek satisfaction. It directs them to act towards 
goal- oriented behavior to reduce tension. Motives motivate consumers. Motivation is an activated state within 
the consumer that leads to goal oriented behavior. A motivated consumer is ready to act. Various theories of 
motivation are:
a. Freud’s theory of Motivation (Sigmund Freud) 
 This theory stated that unconscious motives influence consumer behavior. Consumers repress many urges 
in the process of growing up and socialization. These urges are never eliminated and unconsciously motivate 
consumer behavior.
 In-Depth interviews with a few dozen consumers are conducted to uncover unconscious motives triggered 
by a product.
 Freud’s theory is based on the “hedonistic principle”. It advocates that most human behavior originate from 
sex drive (libido)
b. Maslow’s theory of Motivation (Abraham Maslow) 
 This theory states that:
•	 There is a hierarchy of consumer needs. They range from the most pressing to the least pressing. Consumes 

take a step-by-step approach and satisfy most pressing needs first.
•	 Satisfied needs do not motivate. Unfulfilled needs influence consumer behavior. The strength of the need 

depends on hungry person is not much concerned about his prestige. Creative persons like poets and artists 
are more concerned about self-development. The needs have been classified in a hierarchy as follows:
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Maslow’s Hierarchy of Needs
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•	 Psychological Needs
 They are the lowest level of needs and assume top priority. They include basic survival needs such as 
food, water, clothing, shelter, sex etc.
•	 Safety Needs
 They consist of needs for protection from physical harm, ill-health, and economic deprivation. When 
consumer feel threatened, satisfy becomes an important needs. For examples, government employee in Nepal 
feels economic safety through provident fund. Nation health insurance provides health security in England and 
Scandinavian countries.
•	 Social Needs
 They consist of needs for sense of belongingness, love, affiliation and friendship. Nepalese consumers 
tend to be highly influenced by social needs. Newars belong to various: “Guthis” to satisfy their social needs.
•	 Esteem Needs
 They consist of needs for recognition, respect, status, and self-esteem. This is a higher level need. A 
“Boss” in Nepal expects ”Namaste” from his subordinates. In Nepal, parents send their children to private 
boarding schools to “keep up with their neighbors”.
•	 Self-Actualization Needs
 These are the highest level of needs. They consist of needs for self-development, creativity, talent 
utilization and self-fulfilment. A teacher’s need to write an effective textbook or a student’s needs to secure first 
division are examples of such needs. 
 Maslow’s theory (Agrawal, 2001, p-173) is a useful guide for understanding which types of needs motives 
consumers.
Research Gap
 Most of the researcher tried to study consumer behavior on different products. However the researcher 
found that, they are not fully concerned with the consumers’ behavior towards the products. Mainly they are 
collecting the attitude of the consumer not only the behavioral issues with regards to the consumers’ point of 
view. 
 In this article, researcher tries to study more to find out the consumer behavior towards frozen foods in 
Chitwan district. Furthermore, in this dissertation researcher has used Karl Pearson’s coefficient of correlation to 
find the correlation between demand and price of frozen foods. Researcher also used chi-square test as statistical 
tool to test the statement that frozen foods is the most demanded among other dry foods in Chitwan district. 
Research Method: Following methods are used to study topic
•	 Research design
•	 Population and sampling
•	 Nature and sources of data
•	 Data collection procedures
•	 Data processing and tabulation
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Methods of Data Analysis
 The results of the study will be tabulated using computer techniques. The package calculated such 
analytical computation as frequency tables, cross tabulations and others which assisted in analyzing and 
interpreting the raw data of the study using different statistical tools and techniques. 
 The statistical tools used for interpretation of primary data of this research are:
•	 Percentage analysis
•	 Average (Mean) analysis
•	 Chi-square test
•	 Bar diagram & pie chart
•	 Karl Pearson’s correlation coefficient
•	 Percentage
 Sampling statistics are used to test whether the observed difference between two numbers is large enough 
to be considered statistically significant. It represents the proportion of any variable in terms of its total. In the 
present study, percentage has been used to obtain the actual no. of customer preference.
•	 Average (Mean)
 It is statistical tool, which is called average or mean. Mean is the ration of the sum of all observation to 
the no. of observation. It is calculated from ungrouped data & frequency distribution.
 Formulae for calculation for mean

n
X

nObservatio of No.
nObservatio  of  SumMean ∑==

•	 Bar diagram and Pie Chart 
There are particulars tools, which help to know the true picture of the different variables in the absence of 
complicated formulae and equations. The result of analysis has been properly tabulated, compared and analyzed 
in presentation and analysis chapter.
Discussion and result
 In course of conducting this research, the researcher selected 300 consumers or respondents and tries to 
find out view of consumers. It was found that all the respondent have the drinking habit of beers. The data are 
presented and analyzed here under.
 Sex Group: During field survey following frequency of sex group was found:
Sex Group of Consumer

S.N. Sex Frequency Percentage
1 Male 182 61
2 Female 118 39

Total 300 100.0
 (Field Survey 2021)

 The above table explains the sex group of consumer. Among 300 respondents 182 are male and 118 are 
female. It seems that male consumers are extensively more than male.
 Occupation: Following types of respondents were found during field survey on the basis of occupation:  
Occupation of Consumer

S.N. Occupation Frequency Percentage
1 Job 104 34.67
2 Business 115 38.33

3 Student 77 25.67
4 House hold 4 1.33

Total 300 100.0
(Field Survey 2021)

 Above table shows that most of the consumers of frozen foods in Chitwan district are businessman. 
Among 300 respondents 34.67% are job holder, 25.67% are student and remaining 1.33% are house hold.
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Age: Following types of respondents were found during survey on the basis of age group:
Age of Consumer

S.N. Age Frequency Percentage
1 Below 20 47 15.67
2 20-30 122 40.67
3 30-50 109 36.33
4 22 7.33

Total 300 100.0

(Field Survey 2021)
 This table shows that most of the consumers of frozen foods in 
Chitwan district are age, of 20-30 years which is 40.67%. Among 300 respondents 15.67% are of age below 20 
years, 36.33% respondents are of age 30-50 years and 7.33% respondents are of age above 50 years. 

S.N. Nature Frequency Percentage
1 Freshly made and cooked 52 17
2 Dry fruits 41 14
3 Frozen foods 170 57
4 Othres 37 12

 Total 300 100.0

(Field Survey 2021)

 The above table explains that 57% consumer of Chitwan district select Frozen foods for lunch and dinner. 
Freshly made and cooked, dry fruits and other foods are selected as 17, 14 and 12% respectively by consumers 
for their lunch and dinner.

S.N. Perception Frequency Percentage
1 Expensive 10 3
2 Cheap 0 0.00
3 Reasonable 170 57
4 Medium 120 40.00

 Total 300 100.0

(Field Survey 2021)
 Above table explains that 56.67% consumer of Chitwan district supposed that price of Frozen foods is 
reasonable. 3% and 40% consumer supposed that the price of Frozen foods is expensive and medium respectively 
and none of consumer said its price is cheap.
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S.N. Preference Frequency Percentage
1 Cheap 32 11
2 Fast and Nutritious 72 24
3 No extra materials and labour 23 8
4 All of above 173 58

 Total 300 100.0

(Field Survey 2021)

 Table shows that 58% consumer knows that frozen foods are cheap, fast to prepare and nutritious and 
no needs of extra materials and labour.
 Choice of product: Following views are observed during the field study of Chitwan district on the basis 
of choice of the product.

Product Frequen-
cy

Percent-
age

Product Frequency Percentage

Ice Cream 7 2 Frozen French Fries 32 11
Frozen Chicken Variety 28 9 Frozen Mo Mo 97 32
Frozen Mutton Variety 27 9 Frozen Vegetables 17 6
Frozen Fish Variety 28 9 Frozen Sausage 38 13
Frozen Sea Foods 17 6 Frozen Sweets 9 3

(Field Survey 2021)
 The above table shows that 32% of respondents’ choice is frozen Mo Mo and 11%, 13% select frozen 
French fry and frozen sausage respectively for their lunch or dinner.
 Strength (product, price, place, promotion, taste, packaging and attractiveness) of frozen foods: 
Following types of responses are found during field study on the basis of strength of frozen foods.

SN Strength Frequency Percentage

1 Price 39 13
2 Tasty, Hygienic and Nutritious 153 51
3 Availability 32 11

4 All of Above 76 25
Total 300 100

(Field Survey 2021)

 This table shows that 51% of respondents accepts that taste, hygiene and nutrition are key strength of 
Frozen Mo Mo so far.
Conclusion
 This research is conducted with the major objective of consumer buying behaviour of Frozen foods in 
Chitwan district. The observation and conclusion is derived by applying various statistical tools like, percentage, 
arithmetic mean. This has helped to reach conclusion and provide workable solution for the consumer buying 
behaviour of Frozen foods in Chitwan district. The researcher found that majority of consumer of Frozen foods is 
male and for occupations are concern, businesspersons have greater number in comparison with other occupation. 
Majority of consumer drinking Frozen foods in Chitwan district is of the age group of 20-50 years. 
More than one third of consumer of beer prefers Frozen foods which is the highest recorded among available 
in Chitwan district. Researcher found that all most all consumer of Chitwan district experienced that the price 
of the beer is reasonable. Major factors of attraction and high demand of Frozen foods are price factor and its 
balance taste in Chitwan district. A very good finding about Frozen foods is that consumers of Chitwan district 
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suggest others to buy Frozen foods. It shows the level of satisfaction achieved to consumer by Frozen foods. An 
interesting clue was found from the research is that the consumer select frozen foods as lunch and dinner due to 
its special character as cheap, fast and nutritious and no extra materials and labour needed for preparation. It is 
also found that among frozen foods frozen Mo Mo are the most popular for consumer. Strengths of frozen foods 
to attract consumer are its tasty, fast and nutritious character.
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