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ABSTRACT

The purpose of this research was to examine the effect of Reward Practice on Organizational
commitment in Wegagen Bank. The research indented to look separately at the effect of both
aspect of reward, financial and non-financial, on organizational commitment by taking frontline
employees of the Bank working in branches located at Addis Ababa as target population. A
simple random sampling technique was applied, due to the homogeneous nature of the target
population, to draw a sample size of 239. Both descriptive and inferential statistical techniques
were used to analyze the data. Correlation analysis was conducted to see the relationship
between reward and organizational commitment. The findings of the study highlight the fact
that financial rewards; payment/salary, benefit and variable pay have no significant relationship
with organizational commitment. The correlation analysis conducted on Non-financial rewards
(recognition, career planning & development and job content) on the other hand,
demonstrated a strong, positive and significant relationship between recognition and job
content and organizational commitment while a moderate and positive relationship was
observed between career planning & development and organizational commitment. It has been
recommended, as a result, the Bank should review its financial reward packages both in terms
of their equity and procedural justices so as to maximize a return of high level of organizational
commitment from the investment made on these rewards. Moreover, since non-financial
rewards are cost effective way of motivating employees for better level of organizational
commitment, the Bank has to further strengthen them.

Key Words: Reward, Financial Reward, Non-financial Reward, Organizational Commitment
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Chapter One

Introduction

1.1. Background of the Study

Human resource is a critical resource of organizations that has predominate effect in the
realization of sustainable competitive advantage through creation of unique organizational
values. Things/activities that are considered as strategic matters to the success of an
organization are accomplished through people. The proper management of one’s human
resource as a result determines the active involvement and commitment of employees in

attainment of organizational strategic performance objectives (Armstrong, 2008).

Organizational commitment is significant part of an employee’s psychological conditions
because of employees, who experience high organizational commitment, are theorized to
display much positive workplace behavior, such as high job performance, and citizenship

activities, which will definitely benefit the organization (Mathieu & Zajac, 1990).

Organizations need to consider different strategies that enable them to get the heart and
mind (commitment) of their employees that is to positively influence them to be loyal and
delivery even beyond what is expected of them. When people have the opportunity to act
on their own initiative, to shape their own work, to develop their knowledge and
competences and feel they are rewarded for making a difference, they can do great things
to their organization as they start to personally feel responsible to the success level of their
organization (Jackson et. al. 2010). This implies that organizations so as to accomplish their
mission should by any means focus their attention on increasing the level of their

employees’ commitment.

Organizational reward is considered as one of the crucial human resource practices that play

pivotal role in influencing employees’ behavior that make them committed to their



organization. People’s behavior tends to be certainly manipulated in such a way for
whatever purpose they are deployed— be it positive or negative, as far as they are
persuaded to have a faith on it. By explicitly linking fair rewards to positive employees’
behaviors, therefore, organizations can expect to see increased individual satisfaction,
commitment and job performance (Jackson et. al. 2010). It is, therefore, necessary for
organizations to design effective reward systems based on employees’ best interest, skills
and competences as well as in congruence with the organizational goals so as to improve
employees’ organizational commitment and thereby the overall organizational performance

(Armstrong & Murils, 2004).

Danish and Usman (2010) noted that employees are fully motivated and satisfied with their
jobs when their needs are met and this may lead to increased organizational commitment.
This implies that employees’ organizational commitment is based on the ability of an

organization to recognize and reward its employees in respect to their input.

This study is, therefore, aimed to investigate the Effect of Reward Practice on Organizational
commitment in the context of Ethiopian banking industry, the case of Wegagen Bank by
considering frontline employees. Is change in rewards could bring a corresponding change in
organizational commitment?  The very reason behind focusing on organizational
commitment and frontline employees is that for service provider organizations, frontline
employees’ high level of commitment is the most fundamental psychological factor, among
others, that determines the performance of the organizations in attracting, delighting and
retaining customers— frontline employees are the main interface of the organizations that
they boldly represent their organizations in the business competition arena and thus, can
serve as key source of competitive advantage (Akinyele, 2010). The interpersonal
relationships established between Bank personnel and the customers are a big driving force
behind ensuring that a customer is satisfied or dissatisfied (Adelman et al., 1994). Reynolds
& Beatty (1999) added that the relationship established between the employees and the
customers may lead to an increase in values perception with regards to the Banks’ products

and services.



Previously, some few researches have been conducted on the relationship between reward
practices and organizational commitment. The current study differs from the previous ones
by considering broad base of reward packages, both financial and non-financial rewards as

independent variables and organizational commitment as dependent variables.

1.2. Statement of the Problem

As many studies substantiated, getting the commitment of employees have greater
significance in enhancing organizational productivity. Different literatures, moreover,
highlighted that rewards, both financial and non-financial, take the greater stake, among
others, in influencing employees to demonstrate the intended behaviors (Armstrong &

Murils, 2004).

Organizational commitment is a psychological state that characterizes employee’s
relationship with the organization, and has implication for the decision to continue or
discontinue membership with the organization and also has great impact on the
performance level of employees (Allen & Meyer, 1990). This research as a result weighs up
the commitment level of Wegagen Bank’s frontline employees, and tries to figure out the
Bank’s reward practices could have a significant relationship with the intended level of
employees’ organizational commitment. The aim of reward is to maximize the positive
impact that a wide range of rewards can have on motivation, job engagement,

organizational commitments and job satisfaction (Manus and Graham, 2003).

Banks in Ethiopia are suffering from retaining their employees that is powerless to develop
high level of sense of belongingness, employees’ moral, and maintaining them (Sisay, 2014).
There is high movement of frontline employees from one Bank to the other. The two years’
turnover data (i.e., 2016 and 2017) obtained from Wegagen Bank’s Human Resource
Directorate indicates that from the total of the employees who left the bank, frontline
employees takes the lion share. The number of employees who left the bank in 2016 - only
considering functional turnover, are 213 employees, and frontline employees account for

32%, which is the largest share compared to the other staff. Likewise, in 2017, 151 employees’



employment contract has been terminated of which 48% of its proportion goes to frontline
employees. This implies that there is weak level of commitment observed on the bank’s

frontline employees.

In addition to the aforementioned measurement of organizational commitment level in
terms of employees’ turnovers, it is also measured by their strong believe in and acceptance
of the organization’s goals and values (Grusky, 1966). Employees with good organizational
commitment level as a result are theorized as stupendous performers that are geared up to
exert maximum efforts for attainment of even beyond their preset performance standards
and targets. The performance appraisal result of frontline employees of Wegagen Bank
during the last performance period (2015/16 & 2016/17), however, signifies that from the
total of qualified 925 employees; 11 of them achieved above expectation, 423 met their
performance targets and the rest 491 employees demonstrated below expectation. This is
an indication of the commitment level of these frontline employees is at alarming situation,

lack of eagerness to work hard for the Bank.

Wegagen Bank as service provider needs to preserve highly committed workforce who
meaningfully share the goals and values of the bank and has strong desire to exert extensive
efforts on behalf of the bank as well as has strong desire to maintain membership in the
bank due to the production and consumption of the Bank’s services are taking place at the
same time in front of its employees. The Bank, for that reason, exercises different reward

practices.

Thus, the aforementioned discussion indicates that even though the bank provides different
reward packages to its employees, the commitment of its frontline employees is not found
at its indented level. As the researcher comprehended from the primary interview
conducted with Manager, Reward & Retention Division, this might be as results of most of
the bank’s rewards are financial in nature. These employees’ current needs might not be
properly addressed by the Bank or ineffective in significantly recognizing the employees’
contributions. Apparently, rewards system of an organization should be designed to
incorporate wide range of reward packages, both financial and non-financial ones, as there

are differences in employees’ needs to be satisfied and committed for the success of their
4



organization. Some of them may be satisfied with money and some of the others may need
more recognition and personal development. When employees’ needs are met there is
likelihood that the level of organizational commitment manifested by workers would be

high (Adeyemo, 2007).

There are plenty of researches that have been conducted on investigating the relationship
between reward management and employees’ motivation and performance. But, few
researches could be mentioned that focus on the effect of reward management and
organizational commitment (Korir & Kipkebut, 2016; Abraham & Sakataka, 2015; Newman et.
al., 2016). Therefore, it is evident that the examination of the relationship between these
two variables has not been intensively made in such a way that helps develop fine-tune
generalization. The current research as a result will have its own contribution towards

feeling this gap as it is going to be conducted in different context of the previous ones.

1.3. Research Question

This study will be addressing the following questions:

Q1: which reward type, financial or non-financial ones, more satisfies the Bank’s frontline
employees?

Q2: is there any significant relationship between financial rewards (base pay, fringe
benefit and variable pay) and frontline employees’ organizational commitment?

Q3: is there any significant relationship between non-financial rewards (recognition,
career advancement and work content) and frontline employees’ organizational

commitment?



1.4. Objectives of the Study

General Objective:
» To identify the relationship between rewards and organizational commitment.
Specific Objectives:

» To identify which reward type, financial or non-financial ones, more satisfies the
Bank’s frontline employees

» To examine the relationship between financial rewards and frontline employees’
organizational commitment;

» To examine the relationship between non-financial rewards and frontline employees’

organizational commitment;

1.5. Significance of the Study

The findings of this study definitely had great importance in supporting the management of
Wegagen Bank to get better understands about the relationship between rewards and
employees’ organizational commitment so as to help them manipulating reward variables to
the best combination that leads to attainment of high level of employees’ commitment that

are loyal and welling to do more than what is expected of them.

Since organizational commitment deals with the psychological condition of employees,
employees with different cultural background would have different mindset - their
perceptions and behaviors/attitudes, towards their job and the environment surrounding
them. Thus, this study could be supportive to the literature either in generalization of the
findings of the previous studies in this regard or contributing another new insight as the
study is conducting in context of Ethiopian. A research conducted by Nazir et. el. (2006) in
China substantiated that traditional values, in particular respect for authority, still have a role
to play in shaping the attitudes of Chinese employees towards their work and their
attachment to their organization. One prominent contribution of this study is the revelation

that individuals high in tradition mind-set still appear to exhibit higher levels of commitment
6



to the organization, even when their perceived levels of autonomy and satisfaction with

supervision are low.

Moreover, this study may instigate interest on other researchers or companies to conduct

further researches in the area.

1.6. Scope of the Study

The scope of this study covered the study of the phenomena in the Wegagen Bank and
involves only its frontline employees. The very reason behind focusing on frontline
employees was that for service provider organizations, frontline employees’ high level of
commitment is the most fundamental psychological factor, among others, that determines
the performance of the organizations in attracting, delighting and retaining customers. The
study only aimed at investigating the mere relationship bteween rewards and organizational
commitment rather than figuring out the cuase and effecte between these two variables.
The study considered both financial and non-financial reward practices. The study ocused on
the organizational commitment as a whole without desecting into its three compenents -
affective, normative and continuous. The geographical coverage of the study was limited to
Addis Ababa, and consideres only branches of the bank located at Addis Ababa. The study
applied simple randem sampling and used quationiar to gother required data. Infretial

statical analysis methods was applicable to this study.

1.7. Limitation of the Study

The study had limitations as presented as follow: The first limitation of this research was that
the population it considered for data gathering; frontline employees of Wegagen bank only
working in tier one city branches (Addis Ababa) for accessibility and logistics purpose. The
second limitation was related to its research design. Hence, the relationships between
reward management and organizational commitments can be interpreted only as
associations rather than causal relationships. The second limitation was the generalization of

the results since the selected sample represents only frontline employees of Wegagen Bank



working in selected city branches. Hence, the generalizebility of the results is restricted to

this area only, not other employee in another job assignment.

1.8. Organization of the Study

This study consisted to have five Chapters. Chapter one provides an overview about the
background of the study, statement of the problem, the research question and objective,
significance and scope of the study. Chapter two briefs literatures related to reward
management and employees’ organizational commitment. Chapter three depicts the
research design and methodology and Chapter Four provides findings, discussions and
analysis of the study. Chapter five dwells on the conclusion, recommendation, and summary

of the study.



Chapter Two

Literature Review

2.1. Organizational Reward
2.1.1. The Concept of Reward

In today’s competitive business environment, it is unavoidable to have highly qualified,
competent and committed workforce so as to make differences. It is as a result common for
companies to offer employees attractive, profitable and competitive reward packages to
attract talent from the external labor market and also internally to influence employees’
behavior, retaining high achievers and committed employees. An adequate reward packages

ensure a significant increase in employees’ motivation and commitment.

The Centre for Effective Organizations (2008), as cited by Korir et. al.,, expresses that
rewards determined the organization’s capability to attract and retain employees as
lucrative rewards have the power to attain high level of employee satisfaction which in turn
leads to low turnover. Armstrong (2010) observes that “employees are satisfied with their
jobs in organizations that provide competitive rewards and this makes them to want to stay
in the same organizations thereby leading to high levels of employee retention”. This is an

implication of employees having great organizational commitment level.

Organizations should dwell on incessantly reviewing and updating their reward packages by
considering the current situations of both the employees and the organization itself.
Employees have a tendency to give their maximum if they believe that they can get
something in exchange that has the power to satisfy their current needs status. Thus, this is

to mean that rewards affect the level of employees’ organizational commitment.



According to Babakus et al. (2003) the perceptions that employees have with regards to
their reward climate influences their attitudes towards their employers, and they tend to
condition their level of organizational commitment and relationship with their organization

accordingly.

Gouldner (1960) discusses the norm of reciprocity, which is a relationship based on an
expectation of exchange of something valuable between two parties. Thus, the ability of
organization to accommodate the needs of their employees, and reward them for their
efforts leads to employees’ reciprocation, in exchange for the rewards received, by
increasing their commitment towards their organization. Thus, the exchange perspective
explains organizational commitment as a function of work rewards and work values (Lambert,
2000; Mottazz, 1988), and suggests the importance of work rewards for continuously
encouraging employees. According to exchange theory and reciprocity norm, employees repay
the rewards received from organization through increased commitment to the organization,
which re-enforce the exchange prevalent in the employee -employer relationship in a mutually

beneficial manner (Blau, 1964; Haar and Spell, 2004).

In addition, Vroom (1964) maintained in his expectation theory that everyone works in
expectation of some rewards in both spiritual and material. In other words, the level of
rewards influences the quality and the quantity of work and will correspond with their

commitment of doing job in the workplace.

DeCenzo (2010) acknowledges the above premise as “the concern of every employee is
“What’s in it for me?”” Nearly every individual intentionally or instinctively asks this question
before engaging in any behavior. Our knowledge of motivation and people’s behavior at
work tells us that people determine their commitment level if do what they do to satisfy

needs. Before they do anything, they look for a payoff or reward.

Reward system could serve as a good way of establishing employees self-controlling
mechanism if organizations able to set the right reward packages that certainly grasp the
interest of their employees. Rewarding employees in accordance with their level of

contribution, skills and competence, gives them the lesson for their behavior is either
10



directly or indirectly under the observation of the management and also lessons about
which behaviors are favorable and valued (Bartol & Srivastava, 2002). Eisenberger et al.
(1998) stresses that the rewards provided to employees (with cause), allows companies to
‘direct, sustain and motivate desirable ‘values and behaviors.” Examples include: knowledge
sharing, increase in employee creativity, increase in quality performance, and increases in

customer satisfaction levels.

Armstrong (2010) further reports that reward management aims at defining the right
behaviors and outcomes by outlining expectations through contingent pay schemes and
performance management. Similarly, Manus and Graham (2003), as cited by Korir et. al.,
emphasize that rewards can be used to drive the right behaviors and outcomes in an
organization. This means that reward systems can be used to gauge employees’
organizational commitment and job performance by making them to choose behaviors that

lead to outcomes that satisfy their objectives.

The Centre for Effective Organizations (2008), as cited by Korir et. al., notes that, every
employee behavior is associated with certain outcomes related with rewards and
punishments. This implies that employees perceive that each performance level can lead to
better rewards. Therefore, employees are motivated to adopt the right form of behavior

with the belief that performance will lead to better rewards.

2.1.2. The Aim of Reward

According to Armstrong and Mursil (2004), the strategic aim of reward management is to
develop and implement the reward policies, processes and practices required to support the
achievement of the organization’s business goals. They specify the specific aims are:
> To reward people for the value they create. If employees get recognition for what
they have accomplished, they will be encouraged to increase their commitment level
for achieving advanced results in different performance parameters;
» To reward the right things to convey the right message about what is important in
terms of expected behaviors and outcomes. Reward help organization to develop

employees’ self control mechanism as the reciprocity theory or exchange theory

11



describes employees tend to demonstrate high commitment to show the behavior
that intended by the organization and let them get the rewards that satisfy their
current needs;

To facilitate the attraction and retention of the skilled and competent people the
organization needs, thus ‘winning the war for talent’. It is advisable to be employer
of choice in the labor market by setting various rewards based on employees’ value
propositions. Such kinds of practices have significant positive impacts on influencing
talented employees to be loyal to the organization and at the same time get the
potential to attract new talented recruits from the labor market;

To help in the process of motivating people and gaining their commitment and
engagement. Motivation is just arousing the interest or the work appetite of
employees so that so as to doing so the organizations have to create an appropriate
reward system. If employees are encouraged, they tend to increase their
commitment to the desired level;

To develop a positive employment relationship and psychological contract. Having an
appropriate reward system that recognizes employees’ contributions and performed
based on procedural justice, equity and fairness, leads to a development of a great
trust in relationship between the employer and employees. If there is trust between
the employer and employees, high commitment level will be displayed by the

employees.

2.1.3. Reward philosophy

Mathis and Jackson (2010) demonstrate two kinds of reward philosophies that lie on

opposite ends of a continuum. At one end of the continuum is the entitlement philosophy; at

the other end is the performance philosophy. Most of compensation systems fall somewhere

in between these two extremes.

Entitlement Philosophy: organizations that follow such philosophy rewards their employees

without making differences or making little difference among them according to their level

of commitment, contribution, skills and competences. Individuals as being member of the

organization and who have worked another year are entitled to pay increases. Further, most

12



of those employees receive the same or nearly the same percentage increase each year.
Such kind of reward practice has negative connotation that deteriorates employees’
commitment to exert their maximum best effort in helping their organization to succeed,
and even they develop more reckless behavior in every aspect of their life, wipe out the
employees’ aspiration for better performance and personal growth. More importantly, this
philosophy really discourages those employees who try to do their best for their

organization as they are considered equally with marginal performers.

Performance Philosophy: is a pay-for-performance philosophy that requires that reward
changes reflect performance differences. Organizations operating under this philosophy do
not guarantee additional or increased reward or compensation simply for being a member
of that organization and completing another year of organizational service. Instead, they
structure pay and incentives to reflect performance differences among employees.
Employees who perform satisfactorily maintain or advance their compensation levels more
than marginal performers. The bonuses and incentives are based on individual, group,
and/or organizational performance. Such practices have the power to persuade employees
to open their heart with great desire to grip the goals of the organization, and being

committed for attainment of outstanding performance results.

Regularly communicating to employees and managers the reward philosophy helps to
reinforce the organizational commitment to it especially in the case the late philosophy. A
recent study found that communication of profit-sharing information increased knowledge,

which influenced commitment and satisfaction.

2.1.4. Total Reward Approach

The current focus among reward literature has moved from the emphasis put on financial
rewards to total rewards approach. The total reward concept emphasizes the importance of
considering all aspects of reward as an integrated and coherent whole (Armstrong &Mursil,
2004). Armstrong continued to stress that “essentially, the notion of total reward says that
there is more to rewarding people than throwing money at them.” Therefore, total reward

approach takes both financial and non-financial forms of reward packages.
13



According Abraham Maslow’s hierarchy of needs theory, people are found at different stage
of set of needs, and this determines their level of interest on anything; they are to be highly
interested on those things that satisfy their current needs. Therefore, organizations have to
carefully select the right rewards that respond to individual needs. Some are motivated by
money, while others motivated by recognition and career advancement or personal growth;
which is not direct or instant material benefits. Thus, it is wrong to assume that everyone

shares the same motivator and needs.

According to Kessler & Purcell (1992), as cited by Khan et al., financial rewards provided to
employees individually have a tendency to improve culture that focuses on boosting the
quality of performance. On the other hand, according to Chiang & Birtch (2009), as cited by
Khan et al., rewards that are non-financial in nature, such as the provision of an increase in
holidays, and increases in family benefits, contribute towards the employee perceiving

his/her workplace as a ‘supporting and caring’ organization.

2.1.4.1. Benefits of total reward approach

The benefits of a total rewards approach are presented below as illustrated by Armstrong
(2010):

» Greater impact: the combined effect of the different types of rewards will make a
deeper and longer-lasting impact on the motivation and commitment of people.

» Enhancing the employment relationship: the employment relationship created by a
total rewards approach makes the maximum use of relational as well as transactional
rewards and will therefore appeal more to individuals.

» Flexibility to meet individual needs: as pointed out by Milkovich and Bloom (1998):
‘Relational rewards may bind individuals more strongly to the organization because
they can answer those special individual needs.” Kantor and Kao (2004) comment
that: ‘Companies today are managing a much more heterogeneous population. For
the diverse workforce, no single component becomes a value driver. Employees have

choices to make and a need for greater flexibility.
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» Attraction and retention: relational rewards help to deliver a positive psychological
contract. The organization can become an ‘employer of choice’ and ‘a great place to

work’, thus attracting and retaining the talented people it needs.

2.1.4.2. Financial Rewards

Financial rewards are all rewards that given to employees in the form of monetary values
and add up to total remuneration - base pay, pay contingent on performance, contribution,
competency or skill, pay related to service, financial recognition schemes, and benefits such
as pensions, sick pay and health insurance (Armstrong, 2010).Such rewards are extrinsic in
nature that employees receive from the external sources, usually from the management and
the working environment, instead of arising from the job itself. The management of a
reward system therefore requires decisions on levels of pay, how jobs should be valued, the

design and operation of grade and pay structures and the choice of benefits.

Base Pay: the basic compensation that an employee receives, usually as a wage or a salary, is
called base pay. Many organizations use two base pay categories, hourly and salaried, which
are identified according to the way pay is distributed and the nature of the jobs. Hourly pay
is the most common means and is based on time. Employees paid hourly receive wages,
which are payments calculated based on time worked. In contrast, people paid salaries
receive the same payment each period regardless of the number of hours worked. Being
paid a salary has typically carried higher status for employees than has being paid a wage.
However, overtime may have to be paid to certain salaried employees as well as most wage

earners as defined by federal and state laws.

Variable Pay: another type of direct pay is variable pay, which is compensation linked directly
to individual, team, or organizational performance. The most common types of variable pay
for most employees are bonuses and incentive program payments. Executives often receive
longer-term rewards such as stock options. There is reason to believe that performance-
based policies for rewarding top managers that link equity-based incentives to performance

are effective.
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Benefits: many organizations provide rewards in an indirect manner. With indirect
compensation, employees receive the tangible value of the rewards without receiving actual
cash. A benefit is a reward for instance, health insurance, vacation pay, or a retirement
pension, given to an employee or a group of employees for organizational membership,
regardless of performance. Often employees do not directly pay for all of the benefits they

receive.

2.1.4.3. Non-financial Rewards

Non-financial rewards cover broad spectrum of psychological condition that focus on the
needs people have to varying degrees for recognition, achievement, responsibility,
autonomy, influence and personal growth. They incorporate the notion of relational
rewards, which are the intangible rewards concerned with the work environment (quality of
working life, the work itself, work-life balance), recognition, performance management, and
learning and development (Armstrong, 2010). Non- financial rewards can reinforce
membership behavior, enhance employee wellbeing, work-life balance, job satisfaction,
organizational commitment and improve work motivation and performance. With non-
financial rewards, employees have greater scope to believe that their organization values
them and is willing to invest in them (training and development), which is more likely to
increase their motivation. Non-financial rewards have a broader latitude and long-term focus

in terms of loyalty and performance.

Recognition: any word or deed towards making employees feel appreciated and valued for
who they are and recognized for what they do. Recognition schemes enable appreciation to
be shown to individuals for their achievements either informally on a day-to-day basis or
through formal recognition arrangements. They can take place quietly between managers
and individuals in their teams or be visible celebrations of success. Employee recognition has
the power to making employees to feel valued, enhancing employee engagement and

commitment, reinforcing organizational values and improving customer service.
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Achievement: the need to achieve applies in varying degrees to all people in all jobs,
although the level at which it operates will depend on the orientation of the individual and
the scope provided by the work to fulfill a need for achievement. People feel rewarded and
motivated if they have the scope to achieve as well as being recognized for the

achievement.

Autonomy: autonomy exists when an individual has freedom to make decisions and act
independently without reference to higher authority. It enhances self-belief, gives people

more opportunity to achieve and provides an opportunity to develop skills.

Responsibility: individuals can be motivated by being given more responsibility for their
work. People are in positions of responsibility when they are held to account for what they
do. They are in charge of their work and the resources required for doing it. Being given
more responsibility can satisfy needs for achievement and increase self-esteem. It is also a

form of recognition.

Influence: Jobs are more fulfilling if people can influence what they do or exert wider

influence on policy and operational decisions.

Opportunity to grow: Alderfer (1972), as cited by Armstrong, emphasized the importance of
providing people with opportunities for personal growth as a means of rewarding and
therefore motivating them. He believed that satisfaction of growth needs takes place when
individuals have the opportunity to be what they are most fully and to become what they
can. Most learning and development opportunities take place in the course of everyday
work, and the organization can encourage this through coaching, mentoring and support in
the implementation of personal development plans created as part of the performance

management process.
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2.2. Organizational Commitment

2.2.1. The Concept Of Organizational Commitment

Organizational commitment concept receives a great deal of empirical studies where
contain an outcome and antecedent. The surge in interest and attention on organizational
commitment literature was pursuant to the idea that this concept is significant part of an
employee’s psychological conditions because employees, who experience high
organizational commitment, are theorized to display much positive workplace behavior,
such as high job performance, and citizenship activities, which will definitely benefit the

organization (Mathieu & Zajac, 1990).

Organizational commitment is the employees’ state of being committed to assist in the
achievement of the organization’s goals, and involves the employees’ levels of
identification, involvement, and loyalty (Caught & Shadur, 2000). It is an emotional response
that can be measured through people’s behaviors, beliefs, and attitudes and can range

anywhere from very low to very high.

Organizational commitment is, in general terms, an employee’s sense of attachment and
loyalty to the work and organization with which the employee is associated. It is defined in
terms of an employee’s attitudes and intentions. Employees are said to be committed when
their goals are congruent with those of the organization, when they are willing to exert
effort on behalf of the organization, and when they desire to maintain their connection with

the organization (Nafei, 2014).

Employee commitment seems to be a crucial factor in achieving organizational success.
Individuals with low levels of commitment will do only enough to work by. They do not put
their hearts into the work and mission of the organization. They seem to be more concerned
with personal success than with the success of the organization as a whole. People who are
less committed are also more likely to look at themselves as outsiders and not as long - term
members of the organization. An attractive job offer elsewhere is very likely to result in their

departure. By contrast, employees with high commitment to an organization see themselves
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as an integral part of the organization. Anything that threatens the organization is an
imminent danger to them as well. Such employees become creatively involved in the
organization’s mission and values, and constantly think about ways to do their jobs better. In
essence, committed employees work for the organization as if the organization belongs to

them (Farrukh et al., 2017).

Organizational commitment has been operationalized as a combination of three distinct
factors: (1) a strong belief in and acceptance of the organization’s goals and values; (2)
eagerness to work hard for the organization; and (3) desire to remain a member of the
organization (Grusky, 1966), as cited by Nishat & Al-Esmael. Gallie and White (1993) said that
“committed employees are more satisfied, and organizational commitment plays an

essential role in the goal achievement, innovation, and stability of an organization”.

Employees’ organizational commitment is in general characterized as exertion of extra
effort and time beyond that expected from employees; pride in the organization; desire to
stay in the organization; internalization of the values and goals of the organization;
willingness to accept any job in the organization in order to keep its membership; loyalty to
the organization; and considering the organization as the best of all organizations (Nishat et
al., 2014). Research indicates that employees with a high commitment strive more to fulfill
what is expected from them and achieve organizational objectives. Adeyemo (2007) found
that organizational commitment is a function of job satisfaction. He claimed that when
employees’ needs are met there is likelihood that the level of commitment manifested by

workers would be high.

2.2.2. Components of organizational Commitment

Meyer and Allen (1997) have identified three types of organizational commitment: affective,

continuance, and normative.

Affective or moral commitment occurs when individuals fully embrace the goals and values
of the organization. They become emotionally involved with the organization and feel

personally responsible for the organization's level of success. These individuals usually
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demonstrate high levels of performance, positive work attitudes, and a desire to remain
with the organization. In detail, there are three aspects that together constitute the
affective commitment: a) a strong belief in the goals and values of the organization and the
employees’ acceptance of these, b) the readiness to lend one’s support to the organization,
and c) a strong need of the employees to maintain their membership in the organization

(Mowday et al., 1982).

Continuance or calculative commitment occurs when individuals base their relationship with
the organization on what they are receiving in return for their efforts and what would be
lost if they were to leave (i.e., pay, benefits, associations). These individuals put forth their

best effort only when the rewards match their expectations.

Continuance commitment results from the motivation to avoid impending costs that would
be linked to a possible change of employer (Allen & Meyer, 1990; Meyer et al., 2002, 2013).
The commitment of the employees is higher the greater they perceive the costs of such a
change to be (e.g. relocation, wage losses, loss of personal contacts to former colleagues).
In this regard, the previous investments that an employee has made in the organization (e.g.
specialist knowledge acquired) and the possible benefits gained through these (“side bets”,
e.g. extra pay, pension claims) play an important role. The continuance commitment
consequently corresponds to the result of a cognitive evaluation process, and is not

emotionally colored (Meyer et al., 2002).

Normative commitment occurs when individuals remain with an organization based on
expected standards of behavior or social norms. These individuals value obedience,
cautiousness, and formality. Research suggests that they tend to display the same attitudes

and behaviors as those who have affective commitment.

Normative commitment, by contrast, does not correspond to any individually felt
attachment of the organization members, but rather reflects their moral ethical obligation
towards the organization (Meyer et al., 2002, 2013; Wiener, 1982; Wiener &Vardi, 1980). In

this way, for instance, an individual’s attachment arises from the fact that the employer
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regularly pays his wages or that in economically difficult times; the employee cannot weaken

his own company further by changing to a rival company.

Altogether, commitment - and in particular affective commitment - therefore proves to be
an important construct of organizational psychological research. The extent to which
employees feel attached to their organization correlates significantly with important
variables of performance-related behavior. In general, from the organization’s point of view,

the interest therefore is to foster a high commitment on the part of the employees.

2.3. Empirical Studies on Reward and Organizational Commitment

A study was conducted by Newman et. al. (2016) that aimed at addressing the gap in the
literature by analyzing several of aspects that impact on Chinese employees’ organizational
commitment in the work place by the topic “the influence of organizational reward on
organizational commitment and turnover intention”. This study examined how one
dimension of tradition, respect for authority, moderates the relationship between affective
organizational commitment and three variables: pay satisfaction, autonomy and satisfaction

with supervision.

The researchers argued that “China’s long history of insularity created a society in which
traditional values were valued. Yet during the last couple of decades China has opened its
doors to globalization and, consequently, the social landscape is changing. This may lead us
to think that endorsement of traditional beliefs may not have a significant bearing on the
relationship between organizational rewards and employee commitment to the
organization”. Their finding, however, prevail that traditional values, in particular respect for
authority, still have a role to play in shaping the attitudes of Chinese employees towards
their work and their attachment to their organization. One prominent contribution of this
study is the revelation that individuals high in tradition mind set up still appear to exhibit
higher levels of employees’ commitment to their organization, even when their perceived

levels of autonomy and satisfaction with supervision are low. This finding has important
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implications for managers looking to enhance the organizational commitment of their

employees in traditional societies.

Mark (2015) has conducted a research to investigate the effect of reward practices on
employee commitment in faith based health organizations in Kakamega, Kenya. The result
of the study prevailed that there is a strong relationship between reward practices and
employee commitment, and this implies that the better the reward practices the more
committed employees will be to the organization. The researcher in conclusion
acknowledged that reward practices is a tool that can assist in building a more committed
and productive workforce and can lead to greater commitment and less employee turnover.
Based on these findings, effective reward practices can lead to greater employee

commitment and a more stable workforce.

Korir and Kipkebut (2016) studied the effect of rewards (considering only financial rewards)
on affective, normative and continuance commitment in Universities that are found in
Nakura, Kenya. The result of their finding showed that financial rewards had significant
positive effect on organizational commitment. The researchers concluded that
organizational commitment is high when employees received satisfactory financial rewards
such as salary, bonuses, paid for trainings and seminars, transport, accommodation and
medical allowances, annual pay increment and overtime pay. Financial reward management
has insignificant effect on continuance commitment of employees in universities in Nakuru
County. “While organizations can use financial rewards to attract employees, financial
rewards at times, may not be effective in retention of employees due to the level of

perception the employees may have on them”.
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2.4. Conceptual Framework of the Study

Based on the various theoretical and empirical studies review, the conceptual framework for

the study of the effect of reward on employees’ organizational commitment is crafted as

below;
Figure 2.1 Conceptual Fram
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Chapter Three

Research Design and Methodology

3.1. Research Design

Research design is a master plan that specifies the methods and procedures for collecting
and analyzing the needed information (Zikmund 2008).This study adopted descriptive and
diagnostic research design. Descriptive research studies are those studies which are
concerned with describing the characteristics of a particular individual variable, or of a
group, whereas diagnostic research studies determine the frequency with which something
occurs or its association with something else (Kothari, 2004). Therefore, in this study the
Descriptive research approach was help full to give detail declaration of the various related
literatures and empirical studies’ findings, and also elaborating the characteristic of variables
involved and results expected from this study - owing to the relationship between reward
and employees’ organizational commitment. The diagnostic research approach was applied
for demonstrating the frequency or intensity of association or relationship between the

reward and organizational commitment.

3.2. Research Approach

Research approaches are plans and the procedures for the research that span the steps
from broad assumptions to detailed methods of data collection, analysis and interpretation.
The selection of research approach is based on the research problem or the issues being
addressed. There are three kinds of research approaches; qualitative, quantitative and

mixed type of research approaches.

Quantitative research approach was applicable in this study in collecting, analyzing and
interpreting data so as to enable the researcher to reach on reliable and justifiable
conclusions. Moreover, the eventful nature of the population of the study could not let the

researcher to collect qualitative data, which require more time, as the frontline employees
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are so busy in servicing plenty of customers per day. Quantitative research method can be
defined as business research that addresses research objectives through empirical

assessments that involve numerical measurement and analysis approaches (Zikmund 2008).

3.3. Population and Sample

3.3.1. Target Population
According to Zikmund (2008), target population refers to a group of specific population
elements that are applicable to the research, and from which data are collected and
analyzed to find solutions for the research problem. In this study, therefore, Wegagen
Bank’s frontline employees were selected as a unit of analysis. Nevertheless, owing to the
homogenous nature of the target population, in terms of occupational level and kind and
amount of rewards they receive, it was more geographically accessible, wise and cost
effective to consider only frontline employees of branches of the bank located at Addis
Ababa. Besides, of these frontline employees, the study excluded employees whose work
experience is less than two years so as to take maximum causation in reliability of data
collected as these employees are too inexperienced to understand and perfectly expressing
the state of affairs of their working phenomenon. It takes at least one to two years before
new staff can become fully productive and identify themselves with their employer (Oakes,

2012).

There are 99 Branches located in Addis Ababa, and according to the information obtained
from the Human Resource Management Directorate of the bank, the total number of
frontline employees are 1061 as of October 31, 2017, of which 595 are working in city
branches and the rest 466 are found outside Addis Ababa. Therefore, a population size of 595

frontline employees working in Addis Ababa taken as target population.

3.3.2. Sampling Technique and Simple Size
A sample can be described as a subset or a part of large population (Zikmund, 2008). While
selecting a sampling procedure, researcher must ensure that the procedure causes a

relatively small sampling error and helps to control the systematic bias in a better way
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(Kothari, 2004). Thus, this study will apply a simple random sampling technique - among the
probability sampling methods, as the target population elements are similar to one another
on the perspective of the variables studied - indeed no significant differences in population
parameter; there is similarity in terms of occupation and the kinds rewards given. In
choosing individual respondents in each of selected branches, lottery method will be

applied.

The sample size of the study is, therefore, calculated as follow by using Yamane’s (1967)
formula as the target population is finite considering 95%Confidence level and 5% margin of

error or level of precision.

N

1+N (e?)

Sample Size for 5% Precision Levels where Confidence Level is 95%
Where;
n = Sample size
N = Study population
e = Margin error of the study set at 5%
» Therefore the sample size of the study is;
N = the targeted population size is 595 frontline employees working in Addis Ababa
e = Margin error of the study set at 5%
n=?
N =595/1+595(.05)’

n=239
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3.4. Data Sources and Types

The data required for this study were both primary and secondary data; the former will be
gathered through questionnaire while the latter will be obtained via reviewing various
pertinent material of the Bank, such as the Bank’s reports, human resource management
manual, bulletin, corporate website and different publications that are prepared by related

concerned body like Ethiopian Banks’ Association and the likes.

3.5. Data Collection Instrument

The data required from the sampled employees was gathered through questionnaire. The
questionnaire used for measuring the variables designated under reward practices was
designed by adapting the model of Spector (1985), Hack man and Oldham ,1975), World at
Work Journal, De Beer (1987) , whereas for the case of organizational commitment, Allen
and Meyer’s (1990) instrument designed for organizational commitment was used. (The

questionnaires are annexed herewith).

3.6. Data Collection Procedure

The questionnaire was self-distributed at the Addis Ababa branches. List of names of
employees were provided to the researcher by HRM Directorate as appropriate and lottery

method was applied in selecting respondents.

The questionnaire on its cover page had an explanation about the research to clarify points
on the objective, the topic under study, and future use of the study. Participants were also
given the telephone and e-mail address of the researcher in case of need for additional
explanations on questions that are not clear to them. A follow-up visit was also done on the

third day after the distribution of questionnaires for the same purpose.
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3.7. Data Analysis

The Statistical Package for the Social Sciences was used to analyze the quantitative data
(SPSS for Windows, Version 20.0). Initially, all data were entered into SPSS. The statistical

analyses used also included reliability, mean and standard deviation and correlation.

Karl Pearson’s coefficient of correlation was used to determine whether a relationship
between the dependent and independent variables exists, and the strength or intensity of

the relationship.

3.8. Validity and Reliability Test of the Instruments

Reliability refers to the degree to which measures are free from random error, and
therefore, yield consistent results (Zikmund 1997). The scales of the seven variables were
checked for internal consistency or reliability by applying reverse coding as appropriate and
using Cronbach’s Alpha in SPSS version 20.0. The results of the tests for each scale are

shown in table 3.1in the next page.

Validity, on the other hand, refers to the ability of an instrument to measure what it is
intended to measure. It is the degree to which the researcher has measured what he/she has
set out to measure (Zikmund 1997). Content validity was measured first by having experts
read through the questionnaire so that they can evaluate whether the questions effectively
capture the topic under research. Second, pilot testing on a subset of the population was

carried out
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Table 3.1: Reliability statistics

Serial Variables Number Cronbach’s Internal

No. of Items Alpha Consistency
1. Payment 6 0.9 Excellent
2. Benefit 4 0.7 Acceptable
3. Variable Pay 3 0.9 Excellent
4. Recognition 6 0.8 Good

5. Career planning & Development 6 0.9 Excellent
6. Job Content 7 0.7 Acceptable
7. Organizational Commitment 15 0.7 Acceptable

Total 47 0.8

The instrument was pilot tested on 50 frontline employees of Wegagen Bank within the
intended sample. The responses of respondents were scored and the reliability of the tool
was determined using Cronbach’s Alpha. The questionnaire has a total of 47 questions as

shown in the above table.

The result indicates that the value of Cronbach’s alpha equals to 0.8 proving that the scale is

indeed reliable (Hair et al. 1992).

3.9. Ethical Consideration

The study shall appreciate voluntary participation and informed consent of all involved
bodies. Data was collected from participates of their own free will and they were fully
informed regarding the procedures of the research and any potential risks, besides, protect
the confidentiality data and anonymity of the participant. The researchers also respected
exclusive rights of different authors in the subject matter and not used their work without

putting citations.
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CHAPTER FOUR

Research Findings, Discussions, and Analysis

In this Chapter, the results of the study are reported. It also includes the demographic
characteristics, mean and standard deviation, correlation analysis of the dependent and

independent variables.

Total of 239 questionnaires were distributed to respondents that work in branches of the
Bank located in Addis Ababa. The questionnaires returned are 201, with a response rate of

85%.
4.1. Description of Participant’s Demographic Profile

The description of the demographic profile of the participants basically focuses on their
gender, age, marital status, current level of educational status, how long they worked in the

Bank and their current earning level.

Information related to the demographic variables of respondents is demonstrated using

graphs as follows;

Figure 4.1:- Gender composition of respondents

™ male
female
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As shown above, a relatively proportional composition of male and female employees of the

Bank were represented in the sample.

Figure 4.2 below shows the age category of respondents. The demographic data of the Bank
showed that most of the frontline employees are in the younger age group - 73% of them
are found between 26 years and 35 years. This is a good advantage of easily trainable and
manipulating of their behaviors for great organizational commitment. Employees in this
category of age are energetic and have great potential that would help the Bank to realize
its long term strategic goals.

Figure 4.2: - Age composition of respondents
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Figure 4.3:- Composition of respondents by educational qualification
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The data displayed in the figure above is about the educational qualification of the
respondents. The first degree holders take the lion share, 85% and the rest 15% could advance

their educational qualification to second degree.

Figure 4.4:- Composition of respondents by experience
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As shown in the above Figure 4.5, almost, all of the Bank’s frontline employees work
experience ranges from two to five years, which account 87% of the sampled employees,
and it is bear a resemblance to the overall demographic data of the Bank’s frontline
employees. Moreover, one can perceive that the percentage of number of employees

declines as the number of years of experience increases.

Figure 4.5:- Composition of respondents by Marital Status
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As the above figure 6 indicates that 89% of the participants are single and the rest 11% are

married. This certainly has its own impact on the commitment level of frontline employees.

4.2 Descriptive Statistics of Study Variables

4.2.1. Identifying the kind of reward more satisfies the Bank’s frontline employees

This section presents the respondents’ perception on the independent and dependent
variables. The respondents were asked to indicate the extent to which they agreed and
disagreed to statements relating to the variables under study on a five-point Likert scale
(1=Strongly Disagree to 5= strongly agree) for organizational reward and on a seven-point
Likert scale (1=Strongly Disagree to 7= strongly agree) for organizational commitment. A
mean of above 3 and 4 is regarded to measure satisfaction on the test variables for the
dependent and independent variables, respectively. Standard deviation was used to indicate
the variation or “dispersion” from the “average” (mean). A low standard deviation indicates
that the data points tend to be very close to the mean, whereas high standard deviation

indicates that the data is spread out over a large range of values.

This is well elaborated in the table and narratives below which show the respondents and
the statistics.

Table 4.1 Descriptive Statistics of the Variables

Descriptive Statistics
N Mean Std. Deviation

Payment 201 2.36 .655
Employees Benefits 201 2.67 .555
Variable Pay 201 2.69 .756
Recognition 201 2.71 .862
Career Planning and Development 201 2.88 .483
Job Content 201 3.14 .496
Organizational commitment 201 3.79 1.005
Valid N (listwise) 201
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4.2.1.1. Descriptive Statistics on Payment/Salary

The mean or the average response of the respondents about the degree of agreement they
had about their current payment in the bank was perceived to have a mean of 2.36
(SD=.655) on a 5-point scale. This shows that almost all the respondents disagreed about

their current payment is satisfactory.

4.2.1.2. Descriptive Statistics on Employees Benefits

The mean or the average response of the respondents about the degree of agreement they
had about the benefits provided by the bank was perceived to have a mean of 2.67
(SD=.555) on a 5-point scale. This shows that the respondents are indifference about the

benefits provided by the bank.
4.2.1.3. Descriptive Statistics on Variable Pay

The mean or the average response of the respondents about the degree of agreement they
had about the variable pay practice of the bank was perceived to have a mean of 2.69
(SD=.756) on a 5-point scale. This shows that the respondents are indifference about the

variable pay practice of the bank.

4.2.1.4. Descriptive Statistics on Recognition

The mean or the average response of the respondents about the degree of agreement they
had about the employees’ recognition practice of the bank was perceived to have a mean of
2.71(SD=.862) on a 5-point scale. This shows that the respondents are indifference about the

employees’ recognition practice of the bank.
4.2.1.5. Descriptive Statistics on Career Planning and Development

The mean or the average response of the respondents about the degree of agreement they
had about the employees’ career planning and development practice of the bank was

perceived to have a mean of 2.88 (SD=.483) on a 5-point scale. This shows that the
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respondents are indifference about the employees’ career planning and development

practice of the bank.
4.2.1.6. Descriptive Statistics on Job Content

The mean or the average response of the respondents about the degree of agreement they
had about the interesting nature of their job content was perceived to have a mean of 3.142
(SD=.496) on a 5-point scale. This shows that the respondents are indifference about the

interesting nature of their job content.
4.2.1.7. Descriptive Statistics on Organizational Commitment

The mean or the average response of the respondents about the degree of agreement they
had about the level of their organizational commitment was perceived to have a mean of
3.79 (SD=1.005) on a 7-point scale. This shows that the respondents are indifference about
the level of their organizational commitment. This is an alarming signal to the Bank that the
frontline employees lack interest to work with the Bank. Such behavior of these employees
leads to poor job performance such poor customer handing, lack eagerness to promote the
Bank’s products and services. They may leave the Bank at any time if they get better

opportunity in the labor market.

4.3. Correlation Analysis of the Study Variables

Correlation analysis is primarily concerned with finding out whether a significant relationship
exists between two variables (Field, 2005). It is used to describe the strength and direction
of the linear relationship between two variables. Pearson correlation (commonly called
Pearson Correlation Coefficient) is used for the study to investigate a relationship between

organizational reward and organizational commitment.

The value of Pearson product-moment correlation coefficient (r) normally varies between -1
to +1. The sign indicates whether there is a positive correlation (as one variable increase,
other also increase) or negative correlation (as one variable increase, other decrease).

According to Field (2005), a coefficient(r) of +1 indicates a perfect positive relationship while
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-1 indicates a negative relationship. Breaking down the strength of the relationship, values of

r= 0.1 to * .29 represent a weak relationship while r= 0.3 to +0.49 represent a medium

relationship while r= 0.5 to * 1.0 indicate a strong relationship.

The results of correlation analysis between financial reward and organizational commitment

and non-financial rewards and organizational commitment are depicted in the following two

tables.

Table 4.2: Correlation between financial rewards and organizational commitment

Correlations

Financial Reward

Correlation Value

Organizational

commitment

Payment Pearson Correlation .036
Sig. (2-tailed) .613
N 201
Employees Benefit Pearson Correlation 202"
Sig. (2-tailed) .004
N 201
Variable Pay Pearson Correlation -145"
Sig. (2-tailed) .040
N 201
Organizational commitment Pearson Correlation 1
Sig. (2-tailed)
N 201

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

*Correlation is significant at the 0.05 level (2-tailed).

The above correlation analysis results found in the perspective of financial rewards is

defined as follow;

> No relationship was observed between payment and organizational commitment (r =

.036, P =.353).

» Weak positive relationship was observed between employees benefit and

organizational commitment (r =.202, P =.004).
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» The analysis shown a negative weak relationship between variable pay and

organization commitment (r = -.145, P =.040).

Table 4.3: Correlation between non-financial rewards and organizational commitment

Correlations
Non financial Reward Correlation Value Organizational
commitment
Recognition Pearson Correlation 627"
Sig. (2-tailed) .000
N 201
Career Planning and Development Pearson Correlation .329™
Sig. (2-tailed) .000
N 201
Job Content Pearson Correlation 579"
Sig. (2-tailed) .000
N 201
Organizational Commitment Pearson Correlation 1
Sig. (2-tailed)
N 201
**Correlation is significant at the 0.01 level (2-tailed).

The above correlation analysis results found in the perspective of non-financial rewards is
defined as follow;
> A large and strong positive relationship was observed between recognition and
organizational commitment (r =.627, P<0.01).
» A moderate and positive relationship was observed between career planning &
development and organizational commitment (r =.329, P<0.01).
> A large and strong positive relationship was found between job content and

organizational commitment (r =.579, P<0.01).
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CHAPTER FIVE

Summary of Findings, Conclusion, and Recommendation

The study utilized quantitative approaches for independent and dependent variables. The
target population was frontline employees of Wegagen Bank. A manageable sample of 239
respondents was selected using simple random sampling technique. Data was collected
using 239 questionnaires that were distributed to frontline employees of the Bank, and the
response rate of was 85%. To determine the relationship between both financial and non-
financial rewards and organizational commitment, correlation analysis was conducted and
the summary of study findings and conclusion and recommendation of its results are

indicated below according to the objectives.

5.1. Summary of Findings of the Study

i. Correlation analysis of the relationship between financial reward and
organizational commitment

As the analysis table number 4.2 in chapter four indicates that none of the variables

considered under financial reward has brought a significant either positive or negative

correlation with organizational commitment.

» The study sought to establish whether payment or salary has significant relationship
with organizational commitment of employees in Wegagen Bank. The analysis result
showed that there was no relationship between payment and organizational
commitment (r =.627, P<0.01). This suggests that employees who were dissatisfied
with both of the amount of payment and the payment practice had no organizational
commitment. However, this finding differ significantly from study done by Oyoo
Mark Okinyi (2015) on effect of reward practices on employee commitment in faith
based health organizations in kakamega county, Kenya. The researcher found that
payment/salary has a very strong relationship with employee commitment. It means
that an increase or decrease in pay will bring corresponding changes on employee

commitment.
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» The study sought to establish whether benefits have significant relationship with
organizational commitment of employees in Wegagen Bank. It was observed in the
analysis result as there is a positive but insignificant relationship between employees’
benefits and organizational commitment (r = .202, P = .004). This implies that the
benefits provided to the employees are not strong enough to persuade employees to
demonstrate the required level of organizational commitment. This is in
disagreement with the study findings of Oyoo Mark Okinyi (2015) on effect of reward
practices on employee commitment in faith based health organizations in kakamega
county, Kenya. The findings of this study reveal that benefits have a very strong
relationship with employee commitment.

» The study sought to establish whether variable pays, basically bonus, have significant
relationship with organizational commitment of employees in Wegagen Bank. It was
demonstrated that there is weak negative and insignificant relationship between
variable pays and organizational commitment (r = -.145, P = .040). This suggests that
the variable pays provided to the employees could not contribute to their
organizational commitment as there is indication of negative relationship although it
was weak. This might be as a result of either lack procedural justices or the amount
paid as variable pay could not recompenses the effort exerted by the employees

toward the success of the organization.

ii. Correlation analysis of the relationship between financial reward and

organizational commitment

As the analysis table number 4.3 in chapter four indicates that variables designated under
non-financial reward brought a significant either positive or negative correlation with

organizational commitment.

» The study sought to establish whether recognition has significant relationship with
organizational commitment of employees in Wegagen Bank. It was observed from

the correlation analysis result that there was positive and significantly strong
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relationship between recognition and organizational commitment (r =.627, P<0.01).
This advocates that greatest value is given to recognition by employees to
demonstrate high level of organizational commitment.

» The study presumed to establish whether the variable career planning &
development has significant relationship with organizational commitment of
employees in Wegagen Bank. A moderate and positive relationship was observed in
the analysis result between career planning & development and organizational
commitment (r =.329, P<0.01). This suggests that employees who were satisfied
about the career planning & development practice of the Bank had moderate levels
of organizational commitment.

» The study presumed to establish whether job content has significant relationship
with organizational commitment of employees in Wegagen Bank. It was found that
there was positive and significantly strong relationship between job content and
organizational commitment (r =.579, P<0.01). This is indication of employees satisfied
with the content of their job tend to have greatest level of organizational

commitment.

5.2. Conclusion

The purpose of this study was to examine the relationship between reward practices, both
financial and non-financial, and organizational commitment of frontline employees in the

case of Wegagen Bank S.C.

According to findings of this study, it can be recapped that financial rewards provided to the
frontline employees of the Bank limited association with their organizational commitment;
implying that making change in the financial rewards may not leads to bring unsatisfactory
corresponding change in organizational commitment. The conclusion here is therefore
financial rewards alone have not the capability to impress employees so as to gain their high

level of organizational commitment.

Non-financial rewards on the other hand can influence employees more to demonstrate

better level of organizational commitment. Basically, this emanated as a result of non-
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financial rewards enable employees to feel as if they are more valued by their organization
which boosts up their intrinsic satisfaction level, and in return leading to better

organizational commitment as it represents the psychological state of employees.

5.3. Recommendation

From the summary of the findings made from examining the relationship between reward
practices, both financial and non-financial, and organizational commitment and review of
related literatures, the following points are forwarded as recommendation in order to help
the Bank solve the identified gap related to its frontline employees organizational

commitment and to foster better organizational profitability.

» Rewards system of an organization should be designed to incorporate wide range of
reward packages, both financial and non-financial ones, as there are differences in
employees’ needs to be satisfied and committed for the success of their
organization. Some of them may be satisfied with money and some of the others

may need more recognition and personal development.

» Financial rewards are one of the components of total reward packages. This study
dictated that financial rewards of the Bank are not strong enough to realize the
required level of organizational commitment of frontline employees. Thus, so as to
able to maximize the return from the investment on financial rewards, the Bank
should review its financial rewards packages, both in terms of their adequacy and
procedural justices, and has to make them to be more valuable by the employees

based on their current wants and needs.

» The salary and benefits provided to frontline employees of the bank shall be
reviewed and reset to be in alignment with the basic principles of compensation. It
should maintain both internal and external equities. Moreover, the Bank should
establish a transparent communication system that allow not only frontline
employees but including the other employees to get better understanding about the

reward management practices of the Bank.
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» The Bank only pay bonus as variable pay at the end of every performance period.
Such practice of the bank certainly has limited effect on acknowledging the efforts of
employees and inspiring them for better job performance. The bank therefore has to
design and implement additional incentives that provide employees with immediate
recognition right after demonstration of relatively better job performance and

behaviors.

» Non-financial rewards are regarded as cost effective ways to compensate employees
and also are highly influential to impress employees to perceive their organization as
a supporting and caring one. Therefore, so as to enhance better level of
organizational commitment of frontline employees, the Bank shall strengthen its
current practice in this regard. It shall introduce additional non-financial reward

packages based upon the frontline employees’ best interests.
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Appendix: Questionnaire

Addis Ababa University, School of Commerce

Questionnaire

Dear Respected Respondents,

The purpose of designing this questionnaire is to gather the necessary information that is considered to be
an input for the research that | will be conducting on the topic “the effect of rewards on organizational
commitment, the case of Wegagen Bank’s frontline employees. This research is being conducted for partial
fulfillment of the requirement for completing a Master of Arts Degree in Human Resource Management

(MA HRM) at the Addis Ababa University, School of Commerce.

To give you some highlight on the concept of reward and organizational commitment; the former is a
systemic way of recognizing the contribution of employees toward the success of their organization
whereas the later one is about employees’ level of identification, involvement and attachment with their
organization, and is expressed in terms of employees dedication to extra effort and time for their
organization, loyalty to the organization, internalization of the values and goals of the organization and so
on. Therefore, the objective of this research is to identify whether or not there is a significant relationship
between rewards and organizational commitment, and help to indicate the management of the bank how it

could be achieved high employees’ commitment through proper and comprehensive reward packages.

As aresult, | would like to kindly request your cooperation in completing this questionnaire. If you have any
question regarding this research, please don’t hesitate to contact me via my cell phone number, 0944-
181602, or E-mail address, gniguss@gmail.com. Please be informed that this questionnaire does not require
you to personally identify yourself. Your information will remain anonymous and confidential and the data

will only be reported in an aggregated form.

| thank you in advance for your kindness to participate in this research.

Niniice (Girmn




Section I. Personal Information
Section I. Personal Information

DIRECTIONS: please select the option that best describes you by putting [\] mark only in the

box.
1. Gender:
Male Female

2. Age:

18 -25 26 -35 36 - 45 More than 46

3. Marital Status:
Plmarried Single Poivorced  Pwidowed
4. What is your level of educational achievement so far?

Plcertificate Diploma BA/BSc Degree

Plvasters Degree Plother: Please Specify-——-mmmev

5. How long have you been working in Wegagen Bank?

2-5 year 6—10 years

hi - 15 years 2IMore than 15years

6. Your current salary
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Section Il. Reward Practices

DIRECTIONS: The following questions are presented on a five point Likert-Scales. If the item

strongly matches with the response you assume, choose 5(Strongly Agree); if you moderately

agree on the idea, choose 4(Agree); if you are neither agree or disagree on the point, choose

3(Neutral); if you moderately disagree with the point, choose 2(Disagree) and if you completely

disagree with the point, choose 1(Strongly Disagree). In each statement please indicate your

personal choice by a tick [\/] mark in the appropriate corresponding box.
5= Strongly Agree (SA)

4= Agree (A)

3= Neutral (N)

2= Disagree (D)

1= Strongly Disagree (SD)

A. Payment/Salary 4
1. | 'am earning a salary that is equivalent to the effort | exert to perform my job
2. | 1 earn the same salary as other employees in similar or equivalent positions in the bank
3. | My current salary is almost similar to what other people are earning for similar jobs in other
banks
4. | My salary is enough to satisfy my needs
5. | The pay system is clear and well communicated
6. | The procedures for pay increase are faire and clear
B. Benefits
7. | There are good benefit packages
8. | My medical and insurance schemes are satisfactory
9. | The staff loans provided by the bank are enough and satisfactory
10. | The allowances provided by the bank— like housing, transportation, cash indemnity, are
satisfactory.
C. Variable Pay 4

11.

The bank pays bonus considering employees’ differences based on level contribution, skill and
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competence (merit base)

12.

The criteria applied for paying bonus are transparent that can create fair discrimination among

employees

13.

The amount paid as bonus really recompenses the effort exerted by the employees toward the

success of the organization

D. Recognition

14. | My efforts and achievements are well acknowledged/appreciated

15. | I regularly get praise from my supervisor and colleagues when | do something good
16. | I receive constructive criticism about my performance

17. | 1 get credit for what | do

18. | I usually get feedback when | am showing progress on my performance/behavior
19. | The recognitions | get are immediate and sincere

E. Career Planning & Development

20. | The bank support my career advancement

21. | There is room for individual assessments of abilities, interests, career needs, and goals

22. | am happy with the expert support that | receive from the bank in conducting self-assessment
for setting my career goal & action plan

23. | My supervisor & | have clear roadmap that help to create development activities regarding my
knowledge, skill and competences

24. | The bank regularly provides me education and training opportunities to develop my
knowledge, skill and competences for succeeding my career goal

25. | My immediate supervisor and coworker willing to regular coaching and mentoring me to
succeed my career goal

F. Job Content

26. | My job is very interesting

27. | My job consists of varieties of tasks

28. | 1 do have complete control on my work and the resources required for my job

29. | My job provides me opportunities to show my competence
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30. | My job involves achievable but challenging goals
31. | My job initials constructive feedback on performance
32. | My work has of great value in my Bank
Section lll. Organizational Commitment
DIRECTIONS: Listed below are a series of statements that represent possible feelings that you might
have about the Bank. With respect to your own feelings about the Bank, please indicate the degree
of your agreement or disagreement with each statement.
Scale: Responses to each item are measured on a seven-point scale with the anchors
labeled: (1) strongly disagree, (2) moderately disagree, (3) slightly disagree, (4) neither disagree nor
agree, (5) slightly agree, (6) moderately agree, and (7) strongly agree. An “(R)” denotes a negatively
phrased and reverse-scored item
No. Organizational Commitment 3
1. | lam willing to put in a great deal of effort beyond that normally expected in
order to help this organization be successful.
2. | I'talk up this organization to my friends as a great organization to work for.
3. | | feel very little loyalty to this organization. (R)
4. | I would accept almost any type of job assignment in order to keep working
for this organization.
5. | I find that my values and the organization’s values are very similar
6. | am proud to tell others that | am part of this organization.
7. | I could just as well be working for a different organization as long as the type
of work was similar. (R)
8. | This organization really inspires the very best in me in the way of job
performance.
9. | It would take very little change in my present circumstances to cause me to
leave this organization.
10. | | am extremely glad that | chose this organization to work for over others |

was considering at the time | joined
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11. | There’s not too much to be gained by sticking with his organization
indefinitely. (R)

12. | Often, | find it difficult to agree with this organization’s policies on
important matters relating to its employees. (R)

13. | I really care about the fate of this organization.

14. | For me this is the best of all possible organizations for which to work.

15. | Deciding to work for this organization was a definite mistake on my part. (R)
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