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CHAPTER ONE
1. INTRODUCTION
Background of the Study

Rewards are an ever-present and always controvéesiaure of organizational
life. Some employees see their jobs as the sour@ paycheck and little else.
Others derive great pleasure from their jobs alsda@ation with coworkers. Even
volunteers who donate their time to charitable oizgtions, such as the Red
Cross, walk away with rewards in the form of socgetognition and pride of
having given unselfishly of their time. Hence, shdject of organizational rewards
includes, but goes far beyond, monetary compensafkireitner,2010:255. A
good reward system should attract talented peapdenaotivate and satisfy them
once they have joined the organization. Furthegoad reward system should
foster personal growth and development and keemted people from leaving
(Kreitner, 201(257).

Dashen Bank Share Company is a formal businessi@egeon that licensed by
National Bank of Ethiopia and established in Sepien20, 1995 G.C. with a paid
up capital of Birr 14.9 million by 11 share holdef$ie bank had a defined vision,
mission, values and authority, reporting relatiopstpolicy and procedure to
accomplish their goal. The company is giving th@liag service for eighteen
years in Ethiopia by setting a vision of ‘as musm@ountain Ras Dashen excels all
other mountains in Ethiopia, Dashen Bank also taverunpatrolled in banking
service’. And mission of ‘provide efficient and toier focused domestic and
international banking service, overcoming the cardus challenges for excellence

through the application of appropriate technology’.



The number of employees in Dashen bank as of Nowend®, 2013 is
3,382. From thismumber 262 employees are in managerial position and

the other one were clerical and nolerical staffs.

Currently the company has the total asset of ETB71Billion, total
deposits, ETB 15.8 Billion, loans and advances E3B Billion and
profit before tax ETB. 809.8 million in the year 2®. Dashen Bank as an
independent unit engages in the operations of déaasounts, loans and
advances, local money transfer services, Intermatidanking services,
payment cards, mobile banking, E-Banking. But &kgte operations can
be only achieved through motivated & committed eoygles. To this
end the study focus on reward management pracbt&ashen Bank.

1.2 Statement of the Problem

In our more heavily skilled & knowledge based esogpemployees have become
the most important determinant factors of the om#ional success.
Reward management policies should take accountngflagees’ aspirations,
expectations & need of employees as well as std#tef®in the organization.
(Armstrong, 2007Z-24). Employees desire certain rewards through tlesipective
jobs. Organizational systems that have tendency réward employees’
performance will have a great contribution on tihedpcctivity of employees. The
purposes of reward management are to reward pefane equitably and
consistently in accordance with their value to ¢inganization and thus help the
organization to achieve its strategic goals. Rewaadagement practice deals with
the design, implementation and maintenance of m@wsystems (processes,
practices and procedures) that aim to meet thesneedoth the organization and
its stakeholders (Armstrong, 200&.,5).



However In Dashen Bank share Company employees laomihat there is no
thoroughly planned & consistent reward system, whaonsiders employees
aspiration & expectation. The only reward impleneehare special benefits for
higher level managers like sharing the annual befefm the annual profit,
telephone card with its apparatus, vehicle withfutd allowance. (The telephone
apparatus and the vehicle are returnable when riflease the bank). The other
reward is that provided annually for one employeenfa department or a branch.
This reward is provided when the managers let epg@ldo select the one who is
the best performer in the eye of employees. Thg oné from the department or
from branch who find the greater number of selectioe/she gets some monetary
reward. The third reward is given to those emplesyetio stay ten years in the
company regardless of whether he/she is the besirper or not.

Although, these rewards create initiatives to adyne part of employees, it also
creates a feeling of unfairness between employes$ @ negative work

environment.

Therefore employees are not satisfied with theeriireward system and there is a
high amount of turnover. And according to the agsker’s preliminary study, this
might occur due to:

* No enough salary payment
* No balance b/n effort & reward

» No attention given to reward management practicas the management

Due to these reasons the student researcher vemestad to undertake the study
under such problem areas in order to deal withgbssible solutions for the

reward management problems.



1.3 Research Questions
Based on the above problem, the student reseaztohducted based on five basic
research questions.
1. What the reward system looks like?
2. To what extent the reward system is related tdHin@an Resource Policy?
3. What are the factors considered in the reward syate
4. To what extent does the reward system motivatetha@oyees?

5. What are the major problems of the reward system?

1.4.0bijectives of the study

1.4.1 General Objective

The general objective of the study was to assedsigentify the organizations

current reward system.

1.4.2. Specific Objectives

* To investigate what the reward system looks like.

* To identity the relationship between the rewardteys & the Human
Resource policy.

» To identify the factors considered in reward system

* To determine whether the system empowers & motsvateployees or not.

* To identify the major problems of the reward system



1.5.Delimitation of the study

The study was delimited only on reward managemeatdtiges. However, Dashen
Bank is a huge company having many branches incitye and all regions,
collecting data from all branches is a very timd agsource consuming. Therefore
the study was focused on Head office. Especialluman Resource Department
one can get relevant & sufficient information asadquires many motivational,
promotional & benefit related questions from all@oyees of all branches and
Departments. So the researcher believed that floemation obtained from the
samples from head office will reflect the feelir@fther branches. The researcher
was limited to use 5 years (2008-2013 G.C.) whihhie recent annual reward

period.

1.6. Significance of the study

The student researcher believed that this studyhaile the following benefits;

» Basically it enables the student researcher to Haz&c experience &
knowledge.

* Itis believed that it helps the management of Basdhank Share Company
to realize major problem of areas related to rewaathagement system and
give due consideration to reward management pesctic

* The researcher also believes that this study adfuslother researchers who

study on this issue.



1.7. Definition of terms

Extrinsic rewards:- Financial, Material and social Rewards that cdmen

the environment.

Intrinsic/psychic Rewards:- Self granted, pleasures one can get from the

task itself or experiences a sense of competenselibdetermination.

1.8. Research Design & methodology

1.8.1 Research Design

The study used Descriptive research method to elefine real problem and
describe the factors considered in reward systemaeintify major problems of the
reward system and to see the relationship betweemetward system and human

resource policy.

1.8.2 Population & Sampling size and Sampling Techniques

The total number of employees in all Departments w88 As Dashen
Bank has different Departments, the most approprraethod to conduct
this study is stratified quota sampling technigmeoirder to get equally
representation of Department. Out of the populati®®%, which is191,

will be taken as sample representative. Then, ttratad were selected

from each department using random sampling system.



Stratified Random Sampling process

1. Identify the sampling frame:- the population thatavailable and
actually sampled (638)

2. Determine the desired size of sample:- the appedprquota sample
which equally represent (30% of 638 = 191)

3. Determine the sub-group or strata for which you waual or

proportional representation

191=0.299 = 3,s0 | used hit and miss system that means | missed
638 two persons and gave my questarenfor the third person.
And | decided to startifmdahe third person. So for each
number of sub group of strata | started from
zero to the required no. (For example 0,3,2,56)

Number Number

No Departments of Percentage of
Employee (%) strata
1 |Human Resource Management Department 121 30% 36
2 | Information Technology Department 82 30% 25
3 | Fund Management & Administration Dept. 124 30% 37
4 | Controller Department 65 30% 20
5 | Corporate Planning & Development Department 78 30% 23
6 | International Banking Department 111 30% 33
7 | Credit Department 57 30% 17
TOTAL 638 30% 191

1.8.3. Types of Data to be collected

The researcher collected primary data from diresponse of the employees and
secondary data from the company profile, referdmmeks related to the subject

matter of the study & from library books.




1.8.4. Methods of Data Collection

Primary data was collected through interviewing th&nagers & by distributing
guestionnaires to employees. Secondary data caillébrough reading of Dashen
Banks profile, company’'s employee benefit manuafenence books & library

publications.
1.8.5. Methods of Data Analysis

The data analysis was made by using descriptivédysisaresearch method to
summarize findings. Thus percentage was used tahgetotal picture of data
collected from the questionnaire and responses udgfwro the
interview. Then the collected data was summarized and

in the form of tabulation.
1.9. Organization of the study

The study is organized and arranged in four chaplére first chapter is consisting
of the introductory part such as background ofstuely, statement of the problem,
research question, and objective of the study,fsesgnce of the study, delimitation

of the study, definition of terms, research desigmethodology and organization
of the study. The second chapter includes revierelated literature. Chapter three
Is data presentation, analysis and interpretatitimpter four includes summary,
conclusion and recommendations. Finally bibliogsap& other important

documents are attached.



CHAPTER TWO
LITERATURE REVIEW

2.1. REWARD AND REWARD MANAGEMENT OVERVIEW

Previously organizations used to reward the greatenber of their staff on the
basis of their knowledge, the physical energy tleert, the degree of their
responsibility and the circumstances of their wstktions. Nowadays, however,
organizations go beyond these considerations irerotd achieve success.
Consequently, some vague sounding terms like Comenit and Involvement are
given emphasis in recent times, as it is well atssbfhat “to everyone, work offers
an opportunity to gain some type of tangible andngible rewards” and not just a
pay check (Henderson, 1976: 359).

Although good salary is essential in retaining higlidesirable manpower,

organizations need to go beyond throwing moneyhair temployees. Repeated
research results show that other non-monetary dsasuch as meaningful work,
an understanding employer etc. are as much or ex@r important reasons that
make people stay in a work place (Kayeal, 2002). Adequate compensation is in
the mind of the receiver. (Mondst al, 2002: 350) The implication of a reward
package goes beyond just the money provided aadrthkes reward management
a difficult task. Reward is the total of all comgation employee get for their

contribution to an organization.
2.2. Types of Rewards as classified by different Aloors

Rewards can be classified into two broad categomesrinsic and intrinsic.
(Mondeyet al 20021394). They define extrinsic rewards as “rewardemsl to
the job, such as pay, promotion, or fringe benkétsl intrinsic rewards as “those



that are part of the job itself, such as the resymility, challenge, and feedback
characteristics of the job”.

Mondy et al also classify rewards as follows:

a) Direct financial compensation— Is a type of reward obtained from salaries,
bonuses and sales commission.

b) Indirect financial compensation — is a type of reward that includes all
financial benefits that are not part of direct cemgation, like health care
benefits.

c) Non-financial compensation— is a type of reward that an employee gets
from enjoying the type of job he is handling andfoom his work
environment like being satisfied about his reladltp with her/his work
mates and supervisors and from liking the conditioh his work
circumstances.

Similarly, Handerson states two types of rewardsidtary and non-monitary.

a) Monetary Rewards: are rewards including base paywab as other
additional monetary incentives paid for extra perfance over and above
initially set requirements. This reward type ina@gdmost of the employee
benefit schemes, which although not viewed as naoyetevertheless cost
the origination cash and save money to the redpieimcluded in this
category are benefits like sick leave, vacationetirand educational and

insurance programs.

b) Non-monetary rewards; are any incentive progranmsedi at rewarding
increased productivity other than monetary remur@ra These include
among other things, the opportunity to expresstitigaand initiative; the
opportunity for public recognition, the freedomestablish one’s own work
schedule etc (Henderson, 1976:433)

10



Total Reward

As defined by Armstrong, (2006:629) total rewardliies all types of rewards —
indirect as well as direct, and intrinsic as wallextrinsic. Each aspect of reward,
namely base pay, contingent pay, employee benafits non-financial rewards,

which include intrinsic rewards from the work itseare linked together and

treated as an integrated and coherent whole. Tetadrd combines the impact of
the two major categories of reward as defined belnansactional rewards, and
relational rewards.

Total reward combines the effects of the two maward classifications also

labeled as transactional and relational rewards.

a) Transactional rewards. are tangible rewards concerned with exchanges
that organizations and their work force make wadard to salary (base pay,
contingent pay, cash bonuses) and employee beKieétssion, health care,
holiday).

b) Relational rewards. are intangible rewards mainly concerned with mne
aspects of job satisfaction, obtained from gainiegperience, self
improvement and advancement such as learning ancelogpenent.
Intangible rewards can also come from the worklfitaad/or the work

environment such as leadership, employee voicenauty (bd).

11



Contingency Pay Total

Remuneration

Employee benefits (Extrinsic rewards)

Learning and

Development Non-financial

(Intrinsic rewards)

The work experience

Fig. 1. The components of Total Reward (Armstrong2006)

2.3. Purposes of the Reward

Reward could be done for the following purposes:-

Reward people according to what the organizatidnegand wants to
pay for.

Reward people for the value they create.

Reward the right things to convey the right messafout what is
important in terms of behavior and outcomes.

Develop a performance culture.

Motivate people and obtain their commitment andagegnent.

Help to attract and retain the high quality pedpkeorganization needs.
Develop a positive employment relationship and psjagical contact.
Align reward practices with both business goals emgloyee values;
Operate fairly-People feel that they are treatetlyjun accordance with

what is due to them because of their value to tharozation.

12



2.4. Performance and Rewards

Performance management can be defined as a systggmatess for improving
organizational performance by developing the pemtorce of individuals and
teams. It is a means of getting better results bgletstanding and managing
performance within an agreed framework of planneshlgy standards and
competency requirements(Armstrong; 2006:495). lddials receive financial
rewards in the form of increases to basic pay shdsmnuses, which are linked to

an assessment of performance, usually in relati@yteed objectives.
Aims of Performance Management

The overall aim of performance management is tabéish a high performance
culture in which individuals and teams take respmlity for the continuous
improvement of business process and for their dults @and contributions with a

framework provided by effective leadershiprmstrong; 2006:496)

Armstrong lists the aims of performance managerasregxpressed by a variety of
organizations. Some of them are:-

* Empowering, motivating and rewarding employeesadheir best.

* Maximizing the potential of individuals and teamsbenefit themselves and
the organization, focusing on achievement of tbbjectives.

* Focusing employee’s tasks on the right things aothgd them right.
Aligning everyone’s individual goals to the goafdloe organization.

13



2.5. Integration between Human Resource manageme&tRewards

According to Armstrong (2006:423), the role thatMiRhay play in organizations

to remain competitive is based on three propostion

1. That Human Resource practices can make a direcammn employee’s
work behavior such as engagement, commitment, aiadiv, etc,

2. If employees have these characteristics, it is gt that organizational
performance in terms of productivity, quality ame delivery of high levels
of customer service will improve,

3. If such aspects of organizational performance impraohe financial results
achieved by the organization will improve.

The notion is that HR practices influence employbekavior, and, if the intended
behavior is achieved, productivity, quality, andivcey of high levels of customer

service will improve and eventually organizatiopatformance improves.

2.6. The Relationship between Reward and Motivation

A precise definition of motivation is elusive sinttee concept involves numerous
characteristics and perceptions of the employeé&&.durrent situation. But it is
characterized by a certain level of willingness tbe part of the employee to
increase effort, to the extent that this exertitso satisfies some need or desire
(Beardwell, et al 2004:505).

Motivating people to enable them reach their maximproductivity is the
prominent purpose of reward management An undetistgnof motivation is
important within reward management and the devetyrof reward strategies for
a multitude of reasons. Firstly, it enables orgamins to humanize work for

employees so that work is inherently more satigfyithe assumption being that

14



organizations have a moral obligation to make wawlsatisfying and enjoyable as
possible. Secondly, an appropriate understanding naftivation allows

organizations to make the jobs more satisfyingefoployees within the company.
The underlying assumption is clearly that if emgley are happier at work, then

they will be more productive.
2.6.1. The relevance of motivation theories

Motivation theories are the instruments that lagy/fibundation for the development
of an effective reward system (Armstrong, 2002:422)

Motivation Theories

Motivational theories generally deal with what @ésvindividuals to achieve some
goal. People who are adequately motivated are pe@pb have come to know
their goals and their actions are directed to &mat. Motivational theories are the
foundations for developing effective reward manageimsystems (Armstrong,
2002:423).

The prominent motivation theories are the following

Instrumentality behaviorist and reinforcement theor
* Maslow’s needs theory

* Douglas McGregor’'s Theory X Theory Y

» Expectancy theory

» Goal theory and

* Equity theory

15



Instrumentality Theory

Instrumentality Theory is based on the idea thatmwve pay more we can achieve
more. At its worst, this theory tends to concluldat ias long as money is expended

achievement can be assured

The basis of instrumentality theory comes from twmcept of reinforcement
which says that a need once fulfilled through octevity likely makes that activity
desirable and repeatable while making other unmibekiactivities avoidable

Instrumentality theory is still used widely for mation purposes and can show
results in some situations. However as the theenernlly prophesizes the use of
external controls while neglecting internal aspmaé of employees, fails to
channel and address the informal interaction amwogkers to organizational

objectives.

Following the failure of instrumentality theory lminging full motivation, industry
leaders had to look for other effective factorsnodtivation. The Howthorne
studies that led to spate of studies on humandfigeork were the results of such
an effort. Consequently, the Howthorne studies Ha@me the corner stones in
bringing insight and a paradigm shift in the wotage from emphasis on external
motivational factor such as work place settingmternal ones such as recognition,

at recent times.

Needs Theory

Needs theory is based on the idea that all aceomasnotivated by some kind of
need. Unsatisfied needs are likely to entail la¢kequilibrium and this lack
motivates the individual to set a goal to bringanpake, and consequently triggers an

action towards fulfilling that goal (Armstrong, 220

16



The most prominent proponent of needs theory isaAfam Maslow (1908 — 1970)

who designed a pyramid to demonstrate the needsrbig.
Maslow’s theory makes three fundamental “assumption

(1)Human beings have needs
(2)Once these needs are satisfied other motivatieedarise
(3)Needs have their “hierarchy” although a superi@dcilevel can arise before

a lesser level is fully satiated (Henderson, 1976).

A

Morality, creativity, spontaneity, problem

<nlving lack of nreiudice accentance of

Self Actualization

Social Needs

---------------------------------- Physiological Needs

Friendship, family, sexual intimacy

Fig 2. The needs as put in rising hierarchy fromid#o highly developed.

Mc Gregor put two diametrically opposed group afuasptions on the basis of
which managers tend to view and deal with emplaykekescalled them theory X
and theory Y.

17



A — Theory X

This theory assumes,

1. Human beings prefer to loaf than to work if it sttiem.

2. Human beings need to be guided and supervised rarehdy the threat of
punishment in order for them to comply with orgatianal objectives.

3. People mostly prefer to work under a boss who @esrsheir performance,
they tend to shirk responsibility and lack any mation for their own

improvement.

B — Theory Y (theory of integration)

McGregor in his Theory “Y” (theory of integratio@mphatically states that both
organizational need and the needs of employeedeamddressed in a balanced
way. By becoming to mutual understanding the twdesican team up for
organizational goal achievement and can consequéaitly divide the gains
between them (Brattoet al, 1999).

This theory assumes,

1. Man can get similar satisfaction from work as hdsg&om leisure,
relaxation and enjoyment as work is as much nataraim.

2. Human beings are self controlled and self guidind & they embrace an
objective, they can fully dedicate themselves sdfutfillment and it would
be unnecessary to impose control over them.

3. The type of rewards offered and the hope held G@sipble future rewards
are directly related to the degree of dedicatioowsh to organizational

goals.

18



4. Individuals are willing to learn about responsiiland actively seek to
accept it.

5. Creativity, inventiveness and imagination, quaditimat help to advance
organizational goals, are found in every individ@ad are evenly and
proportionately distributed.

6. In today’s modernized world the natural intelliges®f the average worker

are underutilized.

Expectancy Theory

Expectancy theory is one of the process or cognitineories which also include
goal and equity theories. These theories are knasviprocess theories because
they explain the psychological processes or fotlcasaffect motivation, as well as
basic needs. This theory is the core theory ofggsctheories as the other theories

base their assumptions on it or adjust to its psapm (Armstrong, 2002).

The concept of expectancy originates from VictorMioom’s formulation of the
Valency — Instrumentality — Expectancy (VIE) theory

Valency — represents value as an important personal goal.

Instrumentality — is the belief that if we do one thing it wilblé to another.
Expectancy— is about the expectation of reaching a certaal gfter taking some
action in the form of an effort. People feel motadhonly if there is a link between
performance and outcome. When the performancetseisuthe desired outcome
then the outcome will be a means for satisfyingribed.

For example, the bonus scheme which is one tymxtoisic financial motivation
can motivate only if individuals who receive it cage that their hard work would
bring the type of reward they desire, to level aroant they desire. This also
shows why intrinsic motivation, where the indivitluafluences the process of

work and by consequence its outcome is more effetiian extrinsic motivation.

19



Goal Theory

Goal theory formulated by Edwin Locke and Gary Btham states that motivation

and performance are enhanced when:

1) People are assigned specific goals
2) These set goals are higher goals not easy onesrandommonly agreed
upon

3) Feedback on performance is given than when nongikemstrong, 2002).

Goal theory provides the foundation for some mamege processes like
Management by Objective (MBO). MBO works by settoggls initially and by

comparing them to set goals. In its very nature MB(eared to quantitative
targets, and proved to be bureaucratic. Evenisfiib longer that popular currently

it is still used in performance-related pay sche(@emstrong, 2002).
Equity Theory

Equity theory which was developed by Adams, sated people are better
motivated if they perceive that they are treateditaqly. Also, they are likely to
be demotivated if they feel that they are treateequially.

Equity is not the same as equality. If everyon&eated equally and if there are
some who deserve to be treated differently, thendan only be inequity and not
equity .

Equity is a process that compares how fairly orteeigted as opposed to others. In
theory there are four popularly known “referencenparisons” that enable people
to compare whether or not they feel that they esatéd equitably, namely self

internal, self external, other internal, other exéd

20



2.6.2.Motivation and Financial Incentives

Armstrong says that money, in the form of pay onsemther sort of remuneration
Is the most obvious extrinsic reward. Money pregidhe means to achieve a
number of different ends. It is a powerful forcecéase it is linked directly or

indirectly to the satisfaction of many needs. karly satisfies basic needs for
survival and security, self esteem, etc. it is aibke mark of appreciation

(Armstrong: 2006, 267).

Do financial incentives motivate people? The answeres for those people who
are strongly motivated by money and whose expectsitihat they will receive a
financial reward are high. Pay is the dominantdasat the choice of employer and
considerations of pay seem most powerful in bingpegple to their present job.
Money can therefore provide positive motivationtle right circumstance, not
only because people need and want money but atsaube it serves as a highly

tangible means of recognition (Armstrong: 2006,)267
2.7. Engagement & organizational Commitment

Engagement

Employee engagement takes place when people at amrkinterested in and
positive, even excited about their jobs and ar@amed to go the extra mile to get
them done to the best of their ability. An engagetloyee as defined by Beven
al (1997) is someone ‘who is aware of business contaxd works closely with
colleagues to improve performance within the jolr the benefit of the
organization’. Interest in the notion of engagememas originally generated by
The Hay Group which referred to it as ‘engaged qranance’ is defined as A
result that is achieved by stimulating employeaghasiasm for their work and

directing it towards organizational success. Th®&ult can only be achieved when
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employers offer an implied contract to their empgley that elicit specific positive
behaviors aligned with the organization’s goals.isTHefinition quite clearly
focuses on performance in the job and not commitrieethe organization.
Another form of management consultants, Towersif{@007), adopts a similar
approach when it defined employee engagement asfttent to which employees
put discretionary effort into their work, beyondetminimum to get the job done,

in the form of extra time, brainpower or energy”.

Engagement is job-oriented and commitment is omgdioin-oriented. This is a
clear distinction but the terms are often confugashfusion is further confounded
when definitions of engagement are produced thatenma synonymous with
commitment. For example, porter et al (1974) Defimmmmitment as: “the
relative strength of the individual’'s identificatiowith and involvement in a
particular organization”. But the well respectednf@wence Board in the United
States defined employee engagement in 2006 asgatéeed connection that an
employee feels for his or her organization”. Ance tequally well respected
Institute for Employment studies in the United Kalogn stated in that an engaged
employee is someone who believes in, and identwids the organization.
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Commitment

Commitment refers to attachment and loyalty. lassociated with the feelings of
individuals about their organization. As defined Kbjondy et al (1984),
commitment is the relative strength of the indiatilsl identification with, and
involvement in, a particular organization. The thaharacteristics of commitment

identified are:

1. A strong desire to remain a member of the orgaiozat
2. A strong belief in and acceptance of, the valued gpals of the
organization.

3. Areadiness to exert considerable effort on bebfalie organization.

An alternative, although closely related, defimtiof commitment emphasizes the
importance of behavior in creating commitment. ‘Goitment is a state of being
in which an individual becomes bound by his actitmdeliefs that sustain his
activities and his own involvement.” Three featuofddbehavior are important in
binding individuals to their acts: the visibilityf the acts, the extent to which the
outcomes are irrevocable, and the degree to whelpérson undertakes the action
voluntarily. Commitment can be increased and haewksto obtain support for
organizational ends and interests’ through suckispées participation in decisions
about actions.(Armstrong 2006:272)

The importance of Commitment

The importance of commitment was highlighted by Mal(1985a, 1985b). His
theme was that improved performance would resuthé& organization moved
away from the traditional control-oriented approdohworkforce management,
which relies upon establishing order, exercisingti and ‘achieving efficiency

in the application of the workforce’. He proposérhtt this approach should be
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replaced by a commitment strategy. Workers resf@sti — and most creatively —
not when they are tightly controlled by managemetdced in narrowly defined
jobs, and treated like an unwelcome necessity, ihstead, when they are given
broader responsibilities, encouraged to contribaied helped to achieve

satisfaction in their work.

According to Walton (1985a, 1985b) in the committdeaised approach, jobs are
designed to be broader than before, to combinenpigrand implementation, and
to include efforts to upgrade operations, not jestmaintain them. Individual

responsibilities are expected to change as comditichange, and teams, not
individuals, often are the organizational unitsasdable for performance. With

management hierarchies relatively flat and diffeesnin status minimized, control
and lateral coordination depend on shared goald. épertise rather than formal

position determines influence.

Put like this, a commitment strategy may soundligié@abut does not appear to be
a crude attempt to manipulate people to accept geameant’s values and goals as
some have suggested. In fact, Walton does notitestras being instrumental in
this manner. His prescription is for a broad HRMyra@ach to the ways in which

people are treated, jobs are designed and orgamgatre managed.

2.8. Types of Evaluation

Job evaluation is a systematic process for defitiiegrelative worth or size of
jobs within an organization in order to establisternal relativities. It provides
the basis for designing an equitable grade andspragture, grading jobs in the

structure and managing job and pay relativitiesn{gtrong ,2006:659)
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Job evaluation can be analytical or non-analytical.
Analytical job Evaluation

Is the process of making decisions about the vatusize of jobs, which are
based on an analysis of the level at which varmefsed factors or elements
are present in a job in order to establish relajlevalue. The set of factors

used in a scheme is called the factor plan, whieama each of the factors used

and the levels within each factor. Analytical jomakiation is the most common

approach to job evaluation

Non - analytical job evaluation

Non analytical job evaluation compares whole jabplace them in a grade or
rank order they are not analyzed by referencedn #diements or factors. Non

analytical schemes do not meet the requiremerggwdl value law.

2.9. Types of grade and pay structure

According to Armstong (2007:265) Grade and paycstme gives as a medium
through which the organization communicates the aoth pay opportunities
available to employees’ grade. Structure consi$ta sequence of grades,
bonds, or levels into which groups of jobs that lam@adly comparable in size

are placed.

Grade structure becomes pay structure when paesamgackets of scales are

attached to each grade, band or level, pay strigwovide scope for pay
progression in accordance with performance, compgete contribution or

service.
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The main types of grade and pay structure are

Narrow graded (multy- graded structure)
Narrow graded is consisting of a sequence of j@udes into which jobs
of broadly equivalent value are placed. There mayl® or more grades

and long established structures.

Broad graded structures ( fewer grades)

Have six to nine grades. They may include “refeegpaints” or “Market

anchors” which indicate the rate of pay for a fullympetent performer
in the grade and are aligned to market rates inrdenice with “Market

stance” policy.

Broad Band structures

Broad banded structures compress multi-graded tatesc into four or
five “bands”. Broad banded structure contained moemhan five bands.

Job family Structure

Job families consist of jobs in a function of ocatipn such as

marketing, operations, finance, IT, HR, administrat or support

services, which are related through the activitisied out and the basic
knowledge and skills required, but in which theelsvof responsibility,

knowledge, skill or competence levels required eleff
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2.10 Types of Compensation

According to Handerson (1976:297) compensation he Human Resource
Management function that deals with every typeesfard individuals receive in
exchange for performing organizational tasks. tnge of the major methods used
to attract employees and motivate them for morecéiffe performance. It is all

forms of pay or reward going to employees andragifiom their employment.
2.11 The impact of incentives on employee motivation

Armstrong clearly put that money, in the form ofypa some other sort of
remuneration, like bonus, performance related pays..the most extrinsic
reward. Doubts have been cast by Herzberg on tfeeteeness of money
because, they claimed, while the lack of it canseaudlissatisfaction, its
provision does not result in lasting satisfactiéior those people on fixed
salaries or rates of pay who do not benefit diyetthm an incentive scheme,
they may feel good when they get an increase; &pamtthe extra money it is a
highly tangible form of recognition and en effeetimeans of helping to feel
that they are valued. But this feeling is rapidigddaway. Armstrong also put

that money in itself have no intrinsic meaning.Q@R267)
2.12 Challenges in the implementation of Reward Manageent Systems

The challenges of reward management strategy aseiheaccepting the idea and
more in putting it into practice. It could take lasg as a year on the average to
develop and put a total reward system in prac{anstrong, 2002) Developing a
total reward system requires a significant amodritnoe. It also requires the full

support of management.
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Some of the challenges in the implementation ofreviManagement System are

» Lack of responsibility for managing reward system.

* Managers may not do what HR expects them to desigard system and if
they compelled to- they may be half-hearted aliout i

* This carelessness by managers puts tremendousnboinddR and Reward

Specialists.

1.13 Overcoming the challenges of reward system
Actions to solve the challenges of reward systesnar

» Developing technology for specifying desirable babis

» Using evaluation procedures that recognize muleétisional nature of

performance

« Training supervisors to use performance appraisiem appropriately and

to understand potential sources of bias.

» Training managers to establish appropriate contiogs between rewards

and performance.

* Administering the reward system consistently aceraployees.
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CHAPTER THREE
DATA PRESENTATION, ANALYSIS AND INTERPRETATION

This chapter deals with data presentation, anasisinterpretation on the basis of data
obtained through questionnaires & interviewing tHEAD OF Human Resource
Management Department of Dashen Bank S.C. To oltit@innformation for the study,
the total of 191 questionnaires were distributedetoployees. The respondents are
randomly selected from 7 directorates. Out of 18Q,tespondents correctly filled &

returned, resulting in a rate of returning for gimmaires is 94%.

The data obtained from the respondents are sumadanizing descriptive statistics where
by the raw data is computed in percentages. Resdoom interviews also summarized

with date interpretations.

The summarized data are then analyzed applyingigége analysis method using tables

followed by detailed explanations.

Finally interpretation is made to demonstrate icgiion of the major findings

concerning the subject of the study.
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Table 3.1. Personal Information of Respondents

Respondents
No Item No %
1 Age
20-30 27 15
31-40 59 33
41-50 53 29
Above 50 41 23
Total 180 100%
2 Sex
Male 112 62
Female 68 38
Total 180 100%
3 Educational Level
Below grade 12 -- --
12" complete
Certificate 11 6
Diploma 51 28
Degree 66 37
Above BA Degree 52 29
Total 180 100%
4 Work Experience
> 2 years
3-5 Years 23 13
6-10 years 27 15
11-15 years 41 23
16-20 years 49 27
Above 20 40 22
Total 180 100%

As can be seen in table 3.1, item 1 the numbeesgandents 27(15%) were between the
range of 20-30, 59(33%) of respondents were withi@ range of 31-40 years and
53(29%) were between 40-50 and also 41 (23%) spaedents are above 50. This

implies that the majorities of respondents weralpotive & have desire to satisfy their
multi needs. As a result they might want more naitonal scheme so as to stay longer.
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Regarding table 3.1 item number 2, out of total i&€pondents 112 (62%) were males
and the remaining 68 (38%) were females. Fromdhes can understand that there are a
greater number of male employees in the organizatBut as interview results and
organizational document showed, no discriminatiorgender whenever the organization
hired employees.

Concerning the educational level of respondentteim 3 of the above table 11(6%) had
certificate, 51(28%) of respondents had Diploma tilumber of ¥ Degree holder
respondents is 66(37%), 52(29%) of Respondental@yee BA Degree. This shows that
majority of employees had sufficient educationatkgaound and academic maturity so
as to provide sufficient information for this resga

Table 3.1 of item 4 shows employees’ experiencdashen Bank. As it is shown,

23(13%) of the respondents had 3-5 years of expezie27(15%) of them had 6-10
years. Besides 41(23%) of respondents had 11-18s,yd8@ (27%) of them had an

experience between 16-20 years of experience. @$ted0 (22%) of them had above 20
years of experience in the Bank. This infers thastmof respondents have a good
experience in the bank & it was possible to geteadéls of information from employees

of different experience.
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Table 3.2 Respondents’ Response for questions ditlcrelated to the study

Respondents
No Item No %
1 | Reward Practice exists in your organization
Yes
No 135 75
| don’t know 45 25
Total 180 100%
2 | You are satisfied with the existing reward system
Yes
No 180 180
| Don’t know
Total 180 100%
3 | Does the reward system is fair in your organization
Yes
No 180 180
| don’t know
Total 180 100%
4 When c_ompared to ot_her fi_nancial ins_titutiqns, thereward
system include both financial & non financial Rewads
Yes
No 152 84
| don’t know 28 16
Total 180 100%

As can be seen from the table 3.2 item number 8(7B36) of respondents response was
no for existence of reward management system, 46(2% respondents didn’t know the
existence of reward system. This implies that risfsatory reward practice exists in the
bank. This leads employees not to be motivatedtthdir job. The concerned interview
with managers, The Human resource Manger saidhbaturrently implementing reward
system is going to be improved even though it is gmmparative with other financial
institutions.

Item 2 of table 3.2 revealed the satisfaction ofplyees with the existing reward
system. 180(100%) of respondents disagreed thiag th@o satisfaction with the existing
reward system. From this, it is possible to realihat the reward system is not
satisfactory and inconsistent. This is because @yspk are on their way to leave the
organization when time permits.
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Item number 3 of table 3.2 shows the comparisoresppondents concerning fairness of
reward system in the organization. 180(100%) gboesents said no that there is no fair
reward system at all. From this, one can imply thate is no fair reward system at all.
And this unfairness of the current reward systesults the failing of further engagement
of employees in the bank. Managers also intervieagtterning the fairness of reward
system. The Human resource Manager respondedhiia ts a plan to implement the
fair reward system even though employees may romtesd or perceive as it is fair.

Iltem 4 of the above 3.2 table, revealed the cormapariof respondents’ response

concerning financial & non financial Rewards.152(@4of respondents’ response was

no. 28(16%) respondents said that they don’t knehether there are enough incentives

of financial and non financial. From this, it caa $een that the reward system does not
include both financial & non financial rewards s@tt employees are in need of both

incentives to improve and upgrade their life.

33



Table 3.3 Respondents’ response concerning integran of Human Resource and rewards.

Respondents
No ltem No %
1 What type of payment system is applied in your orgaization?
Time rate system 180 100
Pay for performance
Skill based pay
Payment by result
Companywide incentive
Total 180 100
> When compared to other financial institptions, youfeel you are
compensated enough in your organization
Yes
No 163 91
Not sure 17 9
Total 180 100%
3 When compared to similar organizations, your orgarzation invests
in Human assets
Yes
No 148 82
I don’t know 32 18
Total 180 100
4 Your organization builds a greater employee morale
Yes
No 180 100
| don’t know
Total 180 100%
5 Employees become more productive when productive weards are
based on performance No %
Yes 180 100
No
| don’t know
Total 180 100
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Table 3.3 item 1 shows respondents’ response &tyihe of payment system applied in
Dashen Bank. As can be seen all 180 (100%) resptsdespond that the payment
system is time rate system.

Item 2 of table 3.3 revealed the comparison of ordpnts’ response regarding
compensation which is implemented in the orgaroratil63(91%) of the respondents
said no that the current compensation they havesguit enough. 17(9%) of respondents
response was not sure. From this one can inferthiea¢ is no enough compensation in
the bank at all that the bank will lose its emplkesyavho are the means to reach its
objectives.

Item number 3 of table 3.3 presents informatiorardomg investment of the organization
in human assets. 148(82%) of the respondents’ nsgpavas no. 32(18%) of the
respondents don't’ know about the investment ofliaak for human assets. From this
one can deduce that investment in human assebs$ iIsiplementing in the bank.

The 4" item of table 3.3 exhibits information about resgents’ response concerning the
building employee morale. As can be seen 180(108Rt¢spondents’ response was no.
This implies that building employee morale is maplementing in the organization. This
results for unproductively of employees to thegamization

As can be seen in the item number 5 of table 38, domparison of respondents’
response concerning the degree of productivityngbleyee in type of rewards system is
shown. 180(100%) respondents response was yeshéyatagree on rewards based on
performance. From this one can deduce that empdoyeefer that they would be

productive if the reward system was based on padace. For the reason of not existing
performance based reward, employees are not wdlvated. The Manager of Human

Resource also interviewed how the organizationgnaties the reward policy and the
human Resource Policy. They said that they becthgsedid not have consistent reward
policy, the two policies are apart. But the manageiris on its way to align reward

policies with Human Resource policies.
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Table 3.4 Respondents respond related to the impacitf the reward on employee

motivation
Respondents
No ltem No %
1 There is a motivation in the organization?
Yes
No 180 100
Not sure -- --
Total 180 100
2 The existing motivation has a positive impact foemployees
& organization
Yes
No 180 100
| don’t know
Total 180 100%
3 Do you believe you are committed & engaged to you
organization
Yes 18 10
No 162 90
Total 180 100%

Item number lof of table 3.4 reveals the comparisorespondents’ response regarding
employee motivation. As one can see in the tabdeittm number 1, 180(100%) of

respondents said no that they were not agree oaxistence of motivation in the bank.

From this, one can say that the motivation is akintg place in the Bank that employees
are not well performers.

Regarding the impact of existing motivation on eoypes & for organization, item
number 2 in table 3.4 shows the comparison of mdpats’ response. 180(100%) of
employees said no that the existing motivatiorhim drganization has no positive impact
on employees & the organization. From this respotgleesponse, one can infer that
employees would become more efficient if they wedivated by their organization.

Item Number 3 of table 3.4 shows the informatiogareing commitment & engagement
of employee. 162(90%) of respondents respondedLB(d.0%) of respondents said Yes.
This implies that no motivation that make employeesommit & engage themselves to
their job and the organization. Thus, the orgammatis continuously losing its
experienced employees who are the main resourdég @fank to reach its objective.
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Table 3.5. Respondents respond regarding the fact®affecting the reward system

Respondents
No Item No %
1 | You are rewarded based on the reward policy
Yes --
No 168 93
| don’t know 12 7
Total 180 100
2 | The reward system considers all employees & theganization
Yes
No 180 | 100%
| don’t know
Total 180 | 100%

As shown from above table 3.5 item number 1, 1834Pof respondents response
was no that they were not rewarded based on om@smal policy. 12(7%) of
respondents don’t know whether there is policy Basgard or not. From this one
can deduce that there is no consistent organiztieward implementation policy
in the bank that employees also will not be coesisto stay for long time.

Regarding item no. 2 of table 3.5 180(100%) of oeslents said no that there is no
consideration of all employees. From this one adarithat there is no reward

system which considers all employees of the orgdioz at all. This shows the

dishonesty of the organization to treat equally.
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Table 3.6. Respondents’ response regarding challeeg of the reward system

Respondents
No Item No. %
1 | Does the organization pay equal for equal jobs?
Yes 180 100
No
Total 180 100
2 | Does the reward or incentive lead you for commitent to stay in the
organization?
Yes
No 180 100
Total 180 100
3 | Is there a high rate of turnover?
Yes 166 92
No 14 8
Total 180 100
4 | If your answer is yes for the above question, ipour opinion, what
would be the case for high rate of turn over?
Less payment 58 35
Less compensation 82 51
No Promotion 26 14
No recognition
Total 166 100
5 | Based on what factors employees are rewarded ioyr organization?
Performance
Contribution
Seniority 180 100
Good relationship with the management
Effort
Total
6 | When compared to similar organizations, your comensation is?
High
Same
Less 180 100
Total 180 100
7 | What type of compensation you are provided by therganization
Bonus 180 100
Transport fee
House allowance
Overtime
Total 180 100
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As can be seen in table 3.6 item number 1, 180(10Gfi%he respondents’ respond was
yes. So the payment is made equally for equal jobs

As item number 2 of table 3.6 reveals all the resignts response showed that no reward
or incentive lead them for commitment & engagenterstay in the organization.

As shown on item 3 of table 3.6, 166 (92%) of thspondents respond that there is a
high rate of turnover in the organization. 14 (8%)espondents replied that there is no
high turnover. This implies that there is a higteraf turnover in the bank so as to retain
its employees, the organization should give dusn#itin to implement reward practice.

Item number 4 of table 3.6 shows the comparisorespondents’ response concerning
the reason for employee turnover. 62(35%) of redpots responded that the turnover is
because of less payment. 92 (51%) of respondespemee shows that it because of very
low compensation. 26 (14%) of respondents’ respoasgeals that because there is no
promotion. From this, one can infer that employdesgiover in a high rate because they
are not satisfactory with the payment and compe@rsatf the bank. So, unless the bank
improves the salary scale and amount of compemsatios unexpected to for Dashen
Bank to reduce the continuous turnover of employees

Item number 5 of table 3.6. shows the respondeesgionse based on factors employees
are rewarded. 180(100%) of respondents respond tlfeat are rewarded based on
seniority. From this, one can deduce that employgesnot rewarded based on other
factors other than seniority. So employees will away to other companies to look for
payments & compensations by their performance.

Iltem number 6 of table 3.6 shows respondents’ msporegarding compensation.
180(100%) of respondents replied that their compigms is less compared to other
organizations. So employees can’t fulfill their isasieeds & improve their living
standard that they are complaining by the low campgon of the bank. Managers were
asked about how they compare their organizatioh wiher financial institutions. The
HR Manager said their organization is improving @wihg to do better from where it
has been before.

Item 7 of table 3.6 reveals that majority or 1800%) respondents’ response shows that
they get few bonus but when compared to other compait is very minor. This implies

that they are not satisfactory with the bonus #eyproviding.
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CHAPTER FOUR
SUMMARY, CONCLUSION AND RECOMMENDATION

4.1. SUMMARY

From the analysis & interpretation made in the fmes chapter the following
summary conclusion & recommendations are drawn up.

Concerning age 59(33%) or majorities of employeesevbetween 31 — 40
years.

With regard to work experience 49(27%) or most aiplyees were
between 16-20 years.

With regard to satisfaction with existing rewardtgm, all or 180 (100%)
opposed that they are not satisfied with rewartesys

All employees or 180(100%) felt that the rewardtegsis not fair.
Concerning compensation majority or 163(91%) opoeslents felt that they
are not compensated enough.

With regard to building employee morale, all or (8%) were strongly
disagreed that the bank is not building its emptoymrale.

Regarding the productivity all or 180(100%) felatrlthe productivity will
increase when based on performance.

With regard to motivation majority or 125(69%) féiat motivation did not
exist in the organization.

Concerning the existing motivation in the organaat majority or 180
(100%) claim that it has no positive impact.

Most of employees or 162(90%) claim that they act engaged and

committed to their organization.
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Majority or 168(93%) of employees claim that thegamization reward
employees based on seniority only.

All or 180 (100%) of employees felt that the rewaydtem doesn’t consider
all employees and the organization.

With regard to turnover, majority or 166(92%) claanthat there is a high
rate of turnover.

Concerning the reason for employee turnover, nigjori 82 (51%) claimed

that it is because of less compensation.
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CONCLUSION

» Workers basic needs, in addition to salary scake,satisfied with financial
rewards. Moreover, reward is one of the means rittvate employees to
work hard. Unless need are satisfied, employedswailbe motivated & may
not stay in one organization for a long period iofet To this end, when
compared to other financial organizations, Dashanki salary scale is not
adequate and the inconsistent reward practicetisatsfactory to fulfill their
basic needs.

» People strive to show performance in their jobsabse they think that such
performance lead to promotion. Promotion is movdanw#nemployees to a
higher pay & responsibilities. For employees toy dtmger, there should be
promotion. However the study shows that most warkérD.B. have not got
promotional opportunities.

» In Dashen Bank, there is no integration of HR podiad Reward policy. Thus
employees are not considered as stake holders @ndhat compensated
enough. To this end, since the new policy is ngblémented, there is no
positive impact or no positive impact or no higlfpenance of employees.

» The findings of the study revealed that there iseffective reward system.
The study shows the fact that employees are ndt&ea by the person who
fits for the job. The study also shows the fact thare is no consistent reward
system. As a result there is a high rate of turnov®ashen Bank S.C.
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RECOMMENDATION

Based on major findings and conclusions made, ttiaest researcher learned that
there were lots of issues that need improvemerdward and motivate employees

of Dashen Bank. Therefore, the following recomnagiwhs are forwarded.

» Dashen Bank Share Company has to design a welhiaeghand consistent
reward system policy and make it implemented fopleyees.

» The organization should integrate the reward poliyh Human Resource
Policy because reward management is one of aesvitthich need to be
implemented in Human Resource Management.

» For the organization, to achieve its objectivas, treward system should be
based on performance to get the return from empkyes it is the most
effective system in most organizations today.

» By considering employees as a resource and gitiegh responsibilities
with chance to decide, they will feel that they tieated equally.

» The job rotation, transfer & promotion are consaielas motivators, also
they do have equivalent effect to retain employsespDashen Bank should
transfer, rotate and promote its employees to gosskequate skill and
develop their experience.

» The company should maintain the reward system wHidhlls the
expectation & aspiration of employees based orr thenefits like health
care, life insurance, trainings for the changinght®logy to ensure
sustainability of employees so as to get their gagent & commitment for

the achievement of the organization.
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Appendix A —(I)

St.Marys University
Faculty of Business

Department of Management
Questionnaire to be filled by Dashen Bank Share Copany employees

The objective of this questionnaire is to gathéorimation about the reward management

practice in Dashen Bank Share Company. Based onrgeponse, the student researcher

will conduct a study for academic purpose. To eehithis you are kindly requested to

put (v') on the answer of your choice.

1. Personal Information

1.1Age
20-30 30-4d 40-50 above !
1.2Sex
Male Femalg
1.3Educational level
Below grade 12 »Complete Certificatg
Diploma Degree Above Bagree
1.4 Work experience
> 2 3-5 6-10 11-1 16- Ab@ee
2. Questions directly related to the study
Strongly Strongly
No Description Agree Agree Neutral Disagree Disagree
5 4 3 2 1

Reward practice exist in

1 | your organization

2 | You are satisfied with the
existing reward system

3 | The reward system is fair |n
your organization

4 | The reward system include

both financial & non
financial Rewards




2.1Questions related to integration of HRM & Rewards

5. What type of payment system is applied in yagaaization?

Time rate systen

Payment by result

pay for performa

Company Wide incentive

Skill based pa)

specify if any other

Strongly Strongly
No Description Agree Agree | Neutral | Disagree| Disagree
5 4 3 2 1
You feel you are compensated
6 | enough in your organization
7 | Your organization invests in
human assets
8 | Your organization builds a
greater employee morale
9 | Employees become more
productive when productive
rewards are based on
performance
2.2Questions related Impact of the reward on employemotivation
Strongly Strongly
No Description Agree Agree | Neutral | Disagree| Disagree
5 4 3 2 1
There is a motivation on
10 | employees of the organizatign
The motivation has a positive
11 | impact for employees &

organization

12. Do you believe you are committed & engagedotar yprganization?

Yes

No




13. If no please specify your reasons below

2.3 Questions Related Factors affecting the rewarslystem

Strongly

No Description Agree

5

Agree
4

Neutral
3

Disagree
2

Strongly
Disagree
1

policy

You are rewarded
14 | based on the reward

15 | Does the management
give due attention for
reward management
practice?

16 | The reward system
considers all employees
& the organization

2.4. Questions related to challenges of the rewgstem

17 Is there a high rate of turnover?

Yes

Ng

18. If your answer is yes, in your opinion, whatulktbbe the reason for this high rate of

turnover?

Less paymen

Less compensat

No prom¢ |

19. Based on what factors are you rewarded?

Performancqg

Good relationship with the management

Contribution

Seniority

Effort

cagretion




20.

21.

22.

23.

24.

25.

When compared to similar organizations, youngensation is?

High same les

Does the organization pay equal for equal jobs?

Yes No

Does the compensation is fair for the job done?

Yes No

Of the following, which reward or incentivewobtained?

Bonus Promotion Recognitig

Does the reward or incentive lead you for farttommitment to stay in the

organization?

Yes No

If your answer is no please specify your reason

Thank you!!




Appendix A — (1)
St Mary’s University
Faculty of Business

Department of Management

Interview questions to managers of Dashen Bank ShartCompany

1. Does the Organization have Reward Management S¢stem

2. How much fair the current Reward Management System?

3. How does the organization relate the Reward Poldth the Human
Resource Policy?

4. What are the factors Considered in rewarding engd@y

5. Does the current reward system motivate the empkpéthe organization?

6. What type of reward your organization mostly pr@vidr employees?

7. What is the significance of rewarding employees?

8. What are the factors affecting the reward systegour organization?

9. How Much the current implementation of the rewaydtem is effective in
your organization?

10When you compare the reward system of your orgaarzawith other

companies, is it beneficial or not?

Thank you!!
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