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ABSTRACT 

	Aims: This study investigates the financial sustainability challenges and high employee turnover negatively impacting the performance of microfinance institutions (MFIs). It focuses on the relationship between human resource capabilities and business performance in these institutions.
Study design:  This study employs a descriptive- correlational research design. Descriptive research design was utilized to determine the human resource capabilities in terms of skilled human resources, innovative resources, training and development, and business performance of microfinance institutions in terms of financial, and learning and growth perspectives. And correlational research design was used to determine the relationship between the level of human resource capabilities and the business performance of microfinance institutions. Also, it measured if human resource capabilities and business profiles can predict business performance.
Place and Duration of Study: The study was conducted in Bacolod City, Philippines from January 2025 – March 2025.
Methodology: The study utilized both adapted and researcher-made questionnaires to gather data from 73 MFI managers selected through systematic random sampling. Statistical analyses included frequency, mean, standard deviation, ANOVA, T-test, Mann-Whitney U test, Kruskal- Wallis test, Pearson Correlation, Simple Linear regression and Multiple linear regression.
Results: Findings revealed a high to very high level of human resource capabilities across all indicators. However, MFIs demonstrated gaps in aligning employees’ job responsibilities and providing adequate training. While MFIs showed high financial performance in revenue generation, costs were elevated, primarily due to high expenditures on skilled staff. In the learning and growth perspective, information sharing among employees scored highly. No significant differences in human resource capabilities or business performance were found when MFIs were grouped by profile variables. The study observed a positive relationship between human resource capabilities and business performance, with human resource capabilities identified as a significant predictor of business performance, unlike business profile variables.
Conclusion: In conclusion, although MFIs demonstrate strong human resource capabilities, inconsistent application and deficiencies in specific areas, such as job-role alignment and training, hinder optimal business performance. These findings underscore the importance of strengthening human resource capabilities to enhance overall organizational outcomes.
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1. INTRODUCTION 

The study explores the human resource capabilities and business performance of Microfinance Institutions (MFIs), focusing on their role in financial inclusion and poverty alleviation, especially in Bacolod City. MFIs are vital in providing banking services to underserved populations, particularly in Asia, where many depend on them for economic stability. Studies (Thai, 2021; Junejo et al., 2023) highlight the importance of human resources in improving MFI performance. However, MFIs face challenges such as economic uncertainty, employee turnover, and sustainability issues (Saritha & Sunitha, 2023).
Human resource capabilities defined by knowledge, skills, attitudes, and values (Sudarmanto, 2009, as cited in Acih et al., 2023) are critical for MFI growth (Kirika & Odollo, 2023). Effective human resource management enables MFIs to compete with banks and cooperatives (Joseph & Kibera, 2019).
Performance measurement is essential for management, forecasting, decision- making, and tracking progress (Taouab & Issor, 2019). Despite the recognized importance of intangible assets like HR capabilities, empirical evidence linking HR capabilities to business performance in MFIs remains limited (Barpanda & Bontis, 2021). There is also an underexplored connection between organizational learning and performance (Herlinawati et al., 2023).
To address this knowledge gap, the study aims to analyze the relationship between human resource capabilities and business performance in MFIs within Bacolod City. The findings are expected to guide policy and management decisions, helping MFIs improve their effectiveness, financial inclusivity, and poverty alleviation efforts, while suggesting areas for future research.

2. methodology 

This study utilized a descriptive-correlational quantitative research design to examine the relationship between human resource capabilities and business performance of microfinance institutions in Bacolod City. The descriptive aspect sought to assess the current levels of HR capabilities and business performance, while the correlational component explored the strength and direction of the relationship between the two variables. The study was conducted among 73 managers from 90 registered microfinance institutions, identified through systematic random sampling to ensure unbiased representation of the target population. The participants were considered the most appropriate respondents due to their direct involvement in organizational management and performance monitoring.
A structured, researcher-made questionnaire was employed as the primary data collection tool. It consisted of three parts: (1) business profile of the respondents, (2) human resource capabilities, which included dimensions such as skilled human resources, innovative resources, and training and development, and (3) business performance, which focused on two key perspectives: financial, and learning and growth. The questionnaire was developed based on a comprehensive review of related literature and was subjected to both content validation and reliability testing. A panel of experts reviewed the instrument for content validity, ensuring that each item accurately reflected the intended constructs. Reliability testing using Cronbach’s Alpha was conducted to confirm internal consistency, with results indicating that the questionnaire was statistically reliable.
Data collection was carried out through the drop-and-collect method, which allowed for efficient distribution and retrieval of questionnaires while minimizing response delays. Respondents were provided ample time to complete the survey to ensure thoughtful and accurate responses. For data analysis, both descriptive and inferential statistical methods were utilized. Descriptive statistics, such as mean and standard deviation, were used to describe the levels of human resource capabilities and business performance. Meanwhile, inferential statistics were employed to test hypotheses and determine significant relationships and differences among variables. These included the Kruskal-Wallis test and Mann– Whitney U test for non-parametric data, as well as the independent samples t- test and one-way ANOVA for parametric data. Pearson’s correlation coefficient was applied to measure the strength and significance of the relationship between human resource capabilities and business performance.
To ensure meaningful interpretation, the study adopted standard interpretative scales for analyzing the responses in each variable category. The overall methodological approach was designed to provide a rigorous and systematic investigation of how various dimensions of human resource capabilities influence the performance outcomes of microfinance institutions, contributing valuable insights for organizational development and strategic human resource management.
3. results and discussion

3.1 Level of Human Resource Capabilities of the Microfinance Institution in terms of Skilled Human Resources

Result reveals that the overall human resource capabilities of the microfinance institutions in terms of skilled human resources were high (M = 3.45, SD = 0.40), which means that microfinance institutions demonstrated considerable human resource capabilities, effectively integrating them into their business operations. All items obtained high and very high results. Among the results, the highest mean score was found in the item, have an effective leadership capable of managing staff and coordinating its key activities (M = 3.56, SD = 0.60), while the lowest mean score result was identified in the item, Matches employees’ educational backgrounds with their job responsibilities (M = 3.45, SD = 0.56).
Microfinance institutions have strong human resource capabilities, attracting and incorporating skilled staff into their operations. This reflects strong leadership and managerial capacity. However, there are gaps in aligning educational qualifications with job responsibilities. Despite this, most assessments of skilled human resources are consistent, suggesting a more uniform perception of performance. Overall, these institutions excel in leveraging skilled human resources.
The findings highlight that Microfinance institutions excel in leadership and human resource capabilities, crucial for organizational success, competitiveness, and adaptability (Bilan et al., 2020). Skilled human resources drive productivity and resilience (Mia et al., 2022). However, there is a gap in aligning employee qualifications with job roles, as noted by White and Rittie (2022), highlighting an area for improvement to maximize HR potential.

3.2 Level of Human Resource Capabilities of the Microfinance Institution in terms of Innovative Resources

Result shows that the human resource capabilities of microfinance institutions in terms of innovative resources were high (M = 3.46, SD = 0.45), indicating effective integration of these capabilities into operations. The data showed moderate consistency. The highest mean score was for Encourages and values employees’ innovative ideas (M = 3.56, SD = 0.45), while the lowest mean score was for Human resources tasks were distributed based on employee abilities (M = 3.40, SD = 0.59).
The results indicate strong human resource capabilities in fostering innovation, particularly by encouraging and valuing employee ideas. This reflects a culture that supports creativity and dynamic problem-solving. However, a lower rating in task alignment suggests that innovative contributions are not always closely matched with specific job roles. Additionally, while overall evaluations of innovative resources were consistent, some variation across items highlights differing levels of emphasis or performance in specific areas.
This finding underscores the need for improved task alignment to fully utilize innovative capabilities, aligning with resource-based theory (Wernerfelt, 1984 as cited in Hareebin, 2020). Effective knowledge and resource management are key to fostering innovation and maintaining competitiveness (Suherlan & Okombo, 2023). Consistent with Klimovskikh et al. (2023), the results highlight that a proactive, innovation-driven mindset and structured innovation management help organizations adapt to market shifts. Additionally, leveraging internal and external knowledge boosts innovation, but requires supportive conditions and strong management systems (Duong et al., 2022).

3.3 Level of Human Resource Capabilities of the Microfinance Institution in terms of Training and Development

Result shows that microfinance institutions demonstrated high human resource capabilities in training and development (M = 3.20, SD = 0.58), indicating effective integration into business operations, with moderate variation in responses. The highest-rated item was Employees' competence was assessed and certified (M = 3.30, SD = 0.66), while the lowest was Employees had opportunities for training or internships and were evaluated through report submissions (M = 3.14, SD = 0.79).
The findings indicate that microfinance institutions have strong human resource capabilities in training and development, particularly in assessing and certifying employee competence, demonstrating a solid commitment to workforce development. However, variability in training options and evaluation methods suggests inconsistent implementation across institutions. While there is general agreement on the value of these programs, differing individual perceptions led to a range of responses, reflecting variation in how training and development are experienced or evaluated.
The findings highlight that microfinance institutions prioritize certifying employee competence, reflecting a commitment to maintaining skill standards an approach supported by Sugiarti (2021), who emphasize training as key to meeting evolving job demands. However, the limited variety in training opportunities and reliance on report-based evaluations suggest room for improvement. Broader, more inclusive training programs could help uncover hidden talent and enhance employee contributions (Anwar & Shukur, 2015, as cited in Ismael et al., 2021). Effective training should not only address immediate skill needs but also support long-term growth, adaptability, and innovation, ultimately boosting performance (Kumar et al., 2022). A comprehensive approach to training aligns with holistic HR development, preparing employees to uphold ethical standards and engage in community-focused practices for sustainable success (Vázquez-Parra et al., 2021).

3.4 Summary of Level of Human Resource Capabilities

Result reveals that microfinance institutions demonstrated a high overall level of human resource capabilities (M = 3.37, SD = 0.39), effectively integrating them into their operations. Specifically, capabilities were high in skilled human resources (M = 3.45, SD = 0.60), innovative resources (M = 3.46, SD = 0.59), and training and development (M = 3.20, SD = 0.73). The relatively low standard deviations suggest consistency in responses across these dimensions.
The results suggest that microfinance institutions maintain a high level of human resource capabilities across skilled human resources, innovative resources, and training and development. The low standard deviation indicates minimal variability, reflecting consistent performance among institutions. These findings highlight a strong commitment to leveraging HR capabilities, which supports improved organizational performance and long-term sustainability.
Human resource capabilities—such as skilled personnel, innovation, and continuous development—are essential for achieving a competitive advantage (Kirika & Odollo, 2023). Research highlights their critical role in enhancing organizational performance and adaptability, particularly in dynamic environments, by aligning HR strategies with broader business goals (Acih et al., 2022). These capabilities not only support immediate outcomes but also contribute to long-term sustainability.

3.5 Level of Human Resource Capabilities of Microfinance Institution when grouped according to Size of Business

Result shows that large MFIs (Php 350,000,001 and above) had the highest overall human resource capabilities (M = 3.56), including skilled human resources (M = 3.56) and innovative resources (M = 3.53). Medium-sized MFIs (Php 100,000,001–350,000,000) rated highest in training and development (M = 3.58). In contrast, micro-MFIs (Php 3,000,000 and below) had the lowest scores across all areas, with the lowest in training and development (M = 2.98).
The results show that micro, small, and medium MFIs generally share similar levels of human resource capabilities across key areas, reflecting common HR practices regardless of business size. In contrast, large MFIs demonstrate stronger capabilities, particularly in skilled and innovative human resources, likely due to greater resources. While differences across sizes are minimal, micro-MFIs show more variability in training and development. Overall, the consistency across most categories highlights sector-wide strengths, with large MFIs playing a dominant role in shaping industry trends.
The findings support the conclusion that capitalization levels in MFIs directly affect their capacity to develop human resources, with larger institutions using greater resources to prioritize training, recruitment, and innovation (Dhiman et al., 2024). Similar patterns in SMEs show that limited capital hinders smaller organizations from investing effectively in workforce development (Hernita et al., 2021). Institutional size also shapes HR strategies, as larger MFIs can better fund technological upgrades and skill-building initiatives, driving growth and efficiency (Frankiewicz, 2021). While smaller MFIs maintain high HR capabilities, capital constraints may limit further development. Thus, capital size emerges as a key factor in advancing HR capabilities and sustaining competitiveness.

3.6 Level of Human Resource Capabilities of Microfinance Institution when grouped according to Length of Business Operation

Findings reveal that MFIs demonstrated high levels of human resource capabilities across all categories when grouped by length of business operation. Institutions operating for 3–15 years and 16–60 years both exhibited strong HR capabilities, particularly in innovative and skilled human resources. MFIs with 16– 60 years of operation scored highest in innovative resources, while those with 3– 15 years scored highest in skilled human resources. Training and development received the lowest scores in both groups but still rated as high. Overall, the findings suggest consistent HR capability levels regardless of business longevity.
The analysis shows that MFIs, regardless of whether they have operated for 3–15 years or 16–60 years, demonstrate similarly high levels of human resource capabilities, with each group excelling in specific areas. Older institutions (16–60 years) show stronger innovative resources, likely due to accumulated experience and a culture of innovation. Meanwhile, MFIs operating for 3–15 years exhibit notable strengths in skilled and innovative human resources, reflecting proactive workforce strategies. Both groups show relatively lower performance in training and development, though commitment in this area is evident. The findings may be slightly influenced by the higher representation of MFIs in the 3–15-year category.
Padilla and Abacan (2023) emphasized that the length of business operation influences resource capabilities, calling for further exploration of how HR capabilities evolve over time. Barpanda (2021) supported this, noting that longer-operating MFIs often develop stronger HR capabilities, particularly in staff development. Similarly, Bandara (2024) found that mature MFIs adopt more advanced HR strategies. However, this contrasts with current findings showing consistent HR capabilities across MFIs regardless of tenure. Nonetheless, the evidence highlights the importance of continuous investment in training, leadership, and strategic HR management for sustained effectiveness and competitiveness.

3.7 Level of Business Performance of Microfinance Institution in terms of Financial Perspective as to Revenue

Result shows that the overall financial performance of microfinance institutions, measured by revenue, was high (M = 3.19), indicating significant growth and satisfactory results. The highest revenue source was attracting new clients through various offers (M = 3.30), while the lowest was the increase in revenue compared to the last period (M = 3.07). Overall, the findings suggest strong financial performance across the institutions.
The financial performance of microfinance institutions (MFIs) shows substantial revenue growth driven by effective client acquisition through diverse financial products. While overall business performance is strong, the pace of revenue increase compared to previous periods is slowing. This suggests potential challenges in sustaining long-term growth due to factors like market saturation or competition. Consequently, MFIs may need strategic adjustments to maintain financial stability and ensure continued success.
The financial perspective is a vital measure of organizational performance, focusing on profitability and resource efficiency (Gupta et al., 2019). Consistent with Egbunike and Okerekeoti (2018), effective resource allocation is crucial for achieving financial goals. However, nearly half of MFIs worldwide face challenges in generating sufficient revenue for sustainability and growth (Guichandut, 2018, as cited in Ahamad et al., 2024). Ahamad et al. (2024) also highlight a decline in outreach to new clients, potentially limiting revenue expansion. To address these issues, studies recommend revenue diversification, while cautioning against overemphasis on borrower growth due to increased credit risk (Maeenuddin et al., 2024). Thus, financial performance measurement helps MFIs adapt, optimize resources, and pursue long-term sustainability.

3.8 Level of Business Performance of Microfinance Institution in terms of Financial Perspective as to Cost

Finding shows that microfinance institutions experienced low business performance in terms of financial costs (M = 2.14), indicating significant cost increases and inconsistent results. All cost-related items scored low, with the highest being distribution channel costs (M = 2.27) and the lowest costs incurred in employing skilled staff (M = 2.07). Overall, the findings suggest challenges in managing costs effectively across various areas.
Microfinance institutions have faced significant cost increases, especially in distribution channels, leading to inconsistent and weaker financial performance. Rising expenses have reduced their efficiency and profitability, indicating challenges in effective cost management that may threaten their long- term sustainability.
The study by Abdelrahman (2020) supports these findings, highlighting that both direct and indirect costs negatively affect enterprise growth, particularly in small facilities. These costs encompass funding, administrative expenses, interest rates, and control costs related to small business performance.
Additionally, Khan and Gulati (2019) note that because microfinance institutions (MFIs) serve poor, often remote populations, they face high operating costs to meet these small financial needs, which adds to their overall expenses.

3.9 Level of Business Performance of Microfinance Institution in terms of Learning and Growth Perspective

Results shows that microfinance institutions have high business performance in terms of learning and growth (M=3.21), demonstrating a strong culture of employee development and innovation. The highest scores were for organizational alignment empowering employees (M=3.30) and availability of information to improve work processes (M=3.30), while group learning forums scored slightly lower (M=3.08).
The findings indicate that microfinance institutions foster a robust learning environment that supports continuous employee growth and aligns organizational goals, enabling employees to effectively apply their skills. This focus on learning and development contributes to overall organizational success and positions these institutions to adapt and thrive in a changing business landscape.
These results align with Ismael et al. (2019), who emphasize the importance of organizational learning strategies and development programs for firm performance. Similarly, Gichobi and Njuguna (2022) highlight that with proper resources, employees can learn both independently and collectively, enhancing institutional performance. Timms et al. (2019) also note that investment in employee development is a global trend linked to improved business outcomes.

3.10 Summary of Level of Business Performance

In summary, the overall business performance of microfinance institutions, showing high performance (M=3.09). It highlights significant revenue growth and strong learning and growth outcomes, with ongoing employee development and innovation. Among the performance categories, the learning and growth perspective scored highest (M=3.20), while the financial perspective related to cost management scored the lowest (M=2.14).
The results indicate that microfinance institutions perform well in revenue generation and employee development but face challenges in managing rising costs, which leads to inconsistent financial outcomes. This suggests a commitment to strengthening internal capabilities through learning and growth, but a notable weakness in cost control that could affect long-term sustainability and efficiency.
These findings are supported by Artha and Satriadhi (2023), who emphasize the importance of managing both financial and non-financial performance for business success. Sari et al. (2023) highlight that integrated strategies improve employee performance, contributing to overall success.


3.11 Level of Business Performance of Microfinance Institution when grouped according to Size of Business Performance

Result shows that microfinance institutions of all sizes—micro, small, medium, and large—demonstrate high overall business performance, with revenue growth leading to satisfactory outcomes, rising costs causing inconsistent performance, and strong learning and development cultures. For micro and small institutions, the highest scores were in financial revenue, while medium and large institutions scored highest in learning and growth. Across all sizes, cost management had the lowest scores.
The results indicate consistent revenue performance across all business sizes, but persistent challenges with cost control. Medium-sized institutions particularly emphasize learning and growth, reflecting a focus on employee development. Most respondents were from large MFIs, highlighting their significant role in the sector.
These findings align with Li (2024), who notes that capital structure strongly affects financial success, with initial investment supporting business longevity and growth (O’Neill & Duker, 1986, cited in Bokhari, 2022). Additionally, Thangarajan et al. (2024) emphasize that MFI size influences internal and external dynamics impacting performance, while Bibi et al. (2022) find smaller MFIs with flexible capital structures tend to have higher revenue growth potential.

3.12 Level of Business Performance of Microfinance Institution when grouped according to Length of Business Operations

Result shows that microfinance institutions (MFIs) with 3–15 years and 16–60 years of operation both exhibit high overall business performance, with significant revenue growth, increased costs causing inconsistent results, and strong learning and development cultures. Institutions operating 16–60 years scored highest in learning and growth, while those with 3–15 years scored highest in financial revenue. Cost management remained the lowest scoring area for both groups.
The results suggest similar overall performance levels across both age groups, with longer-operating MFIs showing a slight advantage in learning and growth due to stronger organizational culture and employee development. Newer MFIs perform better in revenue generation. However, rising costs affect consistency in performance across both groups, with most respondents representing the younger group.
These findings align with research by Handrimurtjahyo et al. (2014, as cited in Puspaningrum, 2019), Colipano (2022), and others, which emphasize that older businesses tend to perform better due to accumulated experience that improves operational efficiency and growth. Business age is a critical factor in success, with newer businesses facing greater risks and challenges.

3.13 Significant Difference in the Level of Human Resource Capabilities of the Microfinance Institutions when grouped according to Size of Business

Result reveals that the level of human resource capabilities in microfinance institutions does not significantly differ based on business size [Kruskal-Wallis H = 2.984; df=3; p=0.394], meaning the null hypothesis is not rejected. This indicates that regardless of the institution's capitalization size, human resource capabilities remain consistent across all business sizes.
The findings suggest that microfinance institutions place similar importance on human resource capabilities regardless of their business size, implying that factors other than capitalization may influence HR capabilities.
These results contrast with Hernita et al. (2021), who found a link between limited capitalization and lower human resource capabilities, arguing that larger capital size supports greater investment in HR development, which in turn drives long-term growth and competitiveness.

3.14 Significant Difference in the Level of Human Resource Capabilities of the Microfinance Institutions when grouped according to Length of Business Operation

Result shows that there is no significant difference in the level of human resource capabilities of microfinance institutions when grouped by length of business operation [Mann Whitney U=634.500; p=0.736], so the null hypothesis is not rejected. This indicates that the duration of operation does not affect the HR capabilities of these institutions, which maintain similar levels regardless of how long they have been in business.
The results suggest that microfinance institutions in Bacolod City consistently apply the same level of human resource capabilities in their daily operations, implying other factors may influence HR capabilities beyond business age.
These findings contradict Padilla and Abacan (2023), who found significant variations in HR capabilities based on years of operation, recommending a focus on how operation length impacts HR development. They also contrast with Gitonga (2019), who argues that workforce plans must adapt to changing conditions, but this study suggests that institutional experience over time does not necessarily translate into differences in HR capability perspectives.

3.15 Significant Difference in the Level of Business Performance of the Microfinance Institutions when grouped according to Size of Business

Result indicates that there is no significant difference in the level of business performance of microfinance institutions when grouped by business size [ANOVA=2.006; df=3; p=0.121], so the null hypothesis is not rejected.
This suggests that capitalization size does not significantly impact the financial performance of these institutions, and both large and small MFIs tend to have similar performance levels. A more holistic approach considering various operational and strategic factors may better explain performance differences.
These results contrast with studies by Thangarajan et al. (2024) which link MFI size to internal and external factors affecting business performance. They also contradict Hastuti et al., 2019), who argued that larger companies benefit from economies of scale, enabling them to produce more output at lower costs.
Furthermore, the findings differ from Devadoss (2014, cited in Papna and Montaño, 2023), who suggested that business performance in the Asia-Pacific region varies positively with firm size and type, influencing profit extraction from modest revenue growth.

3.16 Significant Difference in the Level of Business Performance of the Microfinance Institutions when grouped according to Length of Business Operation

Result shows that there is no significant difference in business performance of microfinance institutions based on their length of operation [t = - 0.974; p = 0.353]. This means that whether an institution is newly established or has been operating for many years, its level of business performance remains similar. Consequently, business longevity does not appear to affect performance outcomes in this context.
This finding suggests that new and long-established MFIs alike can achieve comparable business performance, indicating that other factors beyond the length of operation might play a more crucial role in determining success.
Understanding this can help in designing strategies that support the sustainability and growth of all MFIs regardless of their age.
However, these results contradict earlier research, such as Shkodra (2019), and Colipano (2022), which found that longer operational history typically correlates with better performance due to accumulated experience and stronger survival strategies. These studies emphasize the importance of business age as a factor in achieving higher operational self-sufficiency and improved financial outcomes.

3.17 Significant Relationship between the Level of Human Resource Capabilities and Business Performance of Microfinance Institutions

Result reveals a significant positive relationship between the level of human resource capabilities and the business performance of microfinance institutions [r = 0.498; p = 0.001]. This moderate correlation indicates that as human resource capabilities improve, business performance tends to increase as well, and vice versa. Thus, the null hypothesis stating no significant relationship is rejected.
The moderate positive correlation suggests that strong human resource capabilities—such as training, skills, and employee development—play a crucial role in enhancing the overall performance of microfinance institutions. Simply put, good human resource management is linked with better business outcomes.
These findings align with previous studies, including Novadhiyavasthi and Hidayati (2023), who emphasize the importance of HR capabilities and innovation in driving organizational effectiveness. Similarly, Thatrak (2021), and Gitonga (2019) highlight how well-trained, knowledgeable employees contribute to competitive advantage and improved business performance. Additionally, Wadji et al. (2020) affirm that continuous HR development and adoption of technology are key motivational factors enhancing organizational success.

3.18 Human Resource Capabilities as Predictor of Business Performance of Microfinance Institutions

Result demonstrates that human resource capabilities significantly predict the business performance of microfinance institutions [p = 0.001]. The null hypothesis stating that business profiles do not predict business performance is rejected. Linear regression results indicate that 24.8% of the variation in business performance can be explained by human resource capabilities, with the predictive formula: Estimated Score = 0.348 × human resource capabilities + 1.676.
The study highlights that key HR factors—such as skilled personnel, innovation, and continuous training—have a significant influence on both the financial and non-financial performance of microfinance institutions. This shows that human resource capabilities can be reliably used to forecast the success and effectiveness of these institutions over time.
These findings align with prior research by Kirika and Odollo (2023), and Wadji et al. (2020), all of whom support the role of HR capabilities as strong predictors of organizational performance. However, Bakator et al. (2019) present a contrasting view, suggesting that other factors may also play critical roles in influencing performance.

3.19 Business Profiles as a Predictor of Business Performance of Microfinance Institutions

Result shows that business profile variables, specifically size [p = 0.441] and length of operation [p = 0.320], do not significantly predict the business performance of microfinance institutions. As a result, the null hypothesis that these variables do not influence business performance is not rejected. This suggests that neither the capitalization size nor the years of operation have a meaningful impact on the financial or non-financial performance of these institutions.
The findings indicate that factors other than business size and length of operation are likely more critical in determining the success of microfinance institutions. This means that how big or how long an MFI has been in business does not necessarily correlate with better performance or profitability, challenging some common assumptions about business growth drivers.
These results contrast with earlier studies by Gamad (2019), Papna and Montaño (2023), which found that business size and age significantly affect performance and growth. Similarly, Colipano (2022) reported that older, more mature MFIs tend to have better profitability, suggesting business age is an important success factor.

4. Conclusion

The study revealed that microfinance institutions (MFIs) in Bacolod City demonstrate high levels of human resource capabilities, particularly in skilled personnel, innovation, and training and development. These levels remain consistent regardless of business size or years of operation. In terms of business performance, MFIs performed high in revenue and learning and growth, but low in cost management.
There were no significant differences in human resource capabilities or business performance when grouped by business size or operational years. However, a moderate, positive correlation exists between human resource capabilities and business performance, with HR capabilities identified as a significant predictor of performance while business profile variables are not.
The study concludes that effective HR practices such as leadership, innovation, and employee development are key drivers of business success. To further improve performance, MFIs should enhance training programs, align employee roles with qualifications, and improve cost efficiency to support long-term sustainability.
5. RECOMMENDATION

Based on these findings, the study recommends several strategic actions:

For Microfinance Institution Owners, to engage in training and seminars on HR capabilities to develop effective policies and strategies that enhance employee engagement, innovation, and cost management. They are urged to prioritize the continuous development of their HR capabilities to sustain business performance amid evolving market conditions.

For Human Resource Managers, to align employee roles with their educational backgrounds and strengths to improve task efficiency. Promote innovation by allowing employees to express creativity in their work. Develop structured training programs and provide learning opportunities to enhance employee skills and satisfaction.

For Finance Managers, to go beyond financial metrics and consider non- financial aspects such as employee development and organizational learning when assessing performance. Address cost management issues and coordinate with other departments to create a supportive, collaborative work environment.

Lastly, for Future Researchers, to expand the scope by exploring other indicators of HR capabilities and additional dimensions of business performance, such as internal processes and customer perspectives. Research can also be extended to other industries to compare findings and develop broader insights.
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