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ABSTRACT

The Ethiopian financial sector is in agony of formulating a proper remuneration plan which keeps balance between internal equity and external competitiveness
since companies that compensate their workers effectively are likely to achieve maximum productivity. The study examines the impact of remuneration policy on
employees’ performance with particular reference to Dashen bank Dessie town branch offices. One hundred eight employees of Dashen bank were selected
through census sampling technique. The sample handed likert scale questionnaire to gather data on the bank’s remuneration policy and performance. From the
distributed 108 questionnaire 94 of them are filled and returned that gave 87% of response rate. The dependent variable was employees’ performance while the
independent variable was remuneration. The study adopted descriptive and explanatory research design to attain the objectives. Data analysis was done using
descriptive statistics and simple linear regression model using statistical package for social science (SPSS Version 20) to predict the findings. The findings
suggest that there is a strong and positive relationship between remuneration and employees’ performance. Further the findings suggest that the bank’s
remuneration policy do not based on performance rather it is rigid to monthly salary and lack ensuring equity among employees for some benefit packages like
mortgage besides the policy do not evaluated periodically for its effectiveness. Therefore the study concludes and recommends to the financial industry to make

sure implementing remuneration policy that is competitive, performance based, and ensures equity among employees’.
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BACKGROUND OF THE STUDY

As Aswathappa (2002), pointed out for every human beings action
there is a natural motive behind it. Any successes humans achieve
have some reinforcement form its back. Therefore, we can conclude
that everyone works in an organization for one basic reason that is to
earn money for satisfying his or her family’s basic needs and wants.
Though there are ways that an individual can get enough money for
ethical, legal and social reasons most people prefer to earn money as
reward for what they contribute. According to Maslow's (1943)
hierarchy of needs people have five types of needs those are
physiological need for food and water. Security needs for secure
income knowing one has a job, Social needs of friendship and
camaraderie. Self-esteem needs and self-actualization needs of
becoming a person you believe you can become. As per Maslow’s
prepotency process principle it is challenging to neither to motivate or
expect a good performance from someone who are struggling to fulfill
his or her basic needs so that every organization should consider its
employees motivator in order to expect a good performance from
them. Muturi, Elija, and Wilfred (2014) claim that the right
compensation plan is different for every organization. For the
compensation of an organization to succeed, the goals of the
organization must be aligned with the goals of the employees whom
the organization wishes to attract. The right compensation policy not
only impact employees decision to stay in the organization but also to
give all they have and accept additional responsibility (Bratton &
Jeffrey, 1995). Therefore it is vital to design a proper remuneration
policy and strategies that can increase employees job satisfaction
and job performance however most organizations neglect what a
difference it can bring to the success of their organization. Dashen
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Bank is one of the private banks in Ethiopia which strive to achieve its
objective of becoming one of largest Bank in Africa like the mountain
of Dashen. The contribution of this research is equally important in
this drive and their marginalization could close the doors of
development (Ahmed and Ahmed, 2021) As a result the researcher
wants to assess the impact of its existing remuneration policy on the
employees’ performance and its role to achieve its vision and
expanding its service and hence opening the path to increase its
international involvement. For this there may be other factors than
these that have been studied (Ahmed et al., 2018). The study
proposes to provide a new impact of theoretical framework (Ahmed et
al., 2022).

STATEMENT OF THE PROBLEM

Poels (1997) defines remuneration as the compensation an employee
receives as a return for his/her contribution to the organization.
Remuneration occupies an important place in the life of an employee,
standard of living, status in the society, motivation, loyalty and
productivity depends up on the remuneration he or she receives. As
per Dessler (2013), firm’s remuneration policy should consider what
its competitors are paying as well as its capacity to pay in order to
control its expenses at the acceptable level at the same time it should
motivate and channel employees behavior toward those required
achieving a company’s goals. This all can be done by employees but
only if they are satisfied in their organizations remuneration policy that
will result in social and economic satisfaction. So, they will have
initiative to materialize the organizations’ vision and facilitate Dashen
banks progress. Now a day the major problem the financial sector in
Ethiopia face with regard to its human resource management strategy
is how to increase the remuneration rate by maintaining its expense
at the acceptable level and the organizations advancement in
services being provided to the customers. Even if there is no
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significant difference in perception of the compensation policy of their
organization amongst gender and job category but there is slight
difference of perception among the work experience and educational
qualification of employees (Ahmed, 2010; Ahmed and Tessma,
2020). Maina (2009) pointed out that remuneration policy provides the
basic explanation of the remuneration component, how it is
calculated, who is eligible for the usage and the approval procedure.
She also suggests that a good remuneration policy includes a
balance between internal equity and external competitiveness.
However, it was noted that that study was limited to the impact of
remuneration on employee performance of banks in South Africa.
Moragawa (2013) as cited by Jemima (2017) studied determinants of
compensation system among commercial banks in Kenya and
established that compensation and benefits are the most critical
factors in attracting and retaining high quality employees. The
investigator should examine the content of the variables that have
high loadings from each factor to see if they fit together conceptually
and can be named (Ahmed et al., 2018) According to the researcher’s
knowledge research on remuneration policy have not been addressed
comprehensively in Ethiopia financial sector therefore, this study tries
to examine the employee’s attitude of the pay policies of their
organizations and its impact on their performance with specific
reference to Dashen bank dessie branch offices.

OBJECTIVE OF THE STUDY

The main objective of this study was to assess the impact of
organization’s remuneration policy on employee’s performance with
particular reference to Dashen Bank Dessie town branch offices.

SIGNIFICANCE OF THE STUDY

It is hoped that the result of this study have a great importance in
various aspects. Firstly the study show the impact of a good
remuneration policy has on workers psychology and performance.
Secondly it gives clear understanding for the organizations about the
benefits of formulating an ideal remuneration plan in addition it build
clear understanding about types of remuneration and compensation.
Furthermore it is hoped that it provide a highlight for the managers or
any concerned party who wants to make further research on the
subject.

REVIEW OF RELATED LITERATURES
Definition and Purpose Remuneration

Remuneration is compensation employers provide for the knowledge
skills and abilities of their employees and it refers to the pay and
benefits the organization gives employees in exchange for doing their
job (Levina, 2014). As the consumers have more choices for their
financial needs than ever before (Buba et al., 2018) Jemima (2017)
suggest that the remuneration policy is the basic document, which
drives the detail of the remuneration practices in the organization. As
the remuneration strategy sets the high level compensation goals of
the organization, the remuneration policy describes the details of the
individual remuneration components, their behavior and their role in
the compensation scheme of the organization (Sarin, 2009). The
remuneration policy describes the details of the compensation
components in the organization, how they are used and the
conditions for the employees as the remuneration component can be
applied in their specific situation (Hassan, 2013). Finance, market
linkage, business training, working area, incentives and tax
advantages are extremely weak (Ahmed and Wube, 2019). The
present study have clearly shown that majority of employees have

strong wish to have effective factors of performance appraisal
system. The study indicates that, online technology used in
performance appraisal system (Ahmed, 2016).

Wages and salary

Wages represent hourly rates of pay and salary refers to the monthly
rate of pay, irrespective of the number of hours put in by an
employee. The findings of the study conducted by Thomran and
Ahmed (2020) show Lack of experts, absence of training providers,
moreover the absences of the educational institutions are additional
obstacles facing the profession. Wages and salaries are subject to
annual increments they differ from employee to employee and
depend up on the nature of the job, seniority and merit. Being salaried
typically has carried higher status for employees than being paid
wages. Some organizations have switched to an all salaried approach
with their manufacturing and clerical employees in order to create a
greater sense of loyalty and organizational commitment (Mathis &
Jackson, 1997).

Incentives

Also called payments by results’ incentives are paid in addition to
wages and salaries. Incentives depend upon productivity, sales, profit
or cost reduction efforts incentives are compensation that rewards an
employee for performance beyond normal expectations (Mathis and
Jackson, 1997).Based on these incentives are classified in to three
those are:

o Individual incentive schemes
e Group incentives
¢ Organizational incentives

Benefits

A benefit is a form of indirect compensation. Unlike employers in
many other countries developed countries employers are require to
provide benefits, most employees receive benefits as well as part of
their total compensation package. Typical benefits include, health
insurance, pensions, paid time off for illness, holidays and vacations
(Wright and Noe, 1996).

Reasons for offering Benefits

o  Strategic Reasons

According to Wright and Noe (1996) benefits attempt to protect
employees and their dependents from financial risk associated
with illness, disability, unemployment and old age. They stated
that from managements perspective benefits are believed to
contribute to several strategic goals that are

e  Market Competition

According to Dessler (2013),mostly firms simply price their jobs
based on what other employers are paying which means they
use a market base approach. In market competitive pay plana
firms competitive pay reflects both the jobs value in the
company as well as what other employers are paying for similar
jobs in the market place. Employers which have an excellent
benefits plan like child care, flexible benefits and profit sharing
are viewed positively by certain segments of the potential pool
of employees. Employers that offer these benefits may be more
attractive if base pay is similar with competing firms (Mathis and
Jackson, 1997).
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Perquisites

Perquisites are allowed to middle and higher level managers and
include company car, club membership, paid holidays, furnished
house, sock option schemes and the like. Most of the time perquisites
are offered to retain competent managers (Aswathappa, 2002).

Non-monetary Benefits

These include challenging job responsibilities, recognition of merit,
growth prospects, competent supervision, comfortable working
condition, job sharing and flextime.

Pay Policies

What is at stake with designing a pay structure in a firm, especially a
financial firm? It is usually assumed that at the heart of the matter
lies a conflict of interests. Individual interests of bank insiders differ
from individual interests of other members of the society bank
shareholders, debt holders, and taxpayers. A pay structure in the
financial sector is expected to mitigate these differences
(Levina,2014). The researchers conclude that educational level has a
significant association (Ahmed et al., 2017). As per Levina (2014) in
her study of remuneration in banking, state that organization must
develop policies as general guidelines to govern pay system. Uniform
policies are needed for coordination, consistency and fairness in
compensating employees.

Devising remuneration plan

Any remuneration plan must be understandable, workable and
acceptable. The remuneration scheme must have two components a
base rate and scope for increasing the base rate (Poels, 1997).

Conceptual frame work of the study
Figure 1, Conceptual framework

Independent Variable Dependent Variable

Remuneration

o Wage&

Salary Employee’s Job
o Incentive performance
o Fringe benefits

o Perquisites

Source: The researcher (2020).

RESEARCH METHODOLOGY

Research Design

This study is undertaken based on descriptive and explanatory study
research design. According to Fisher (2010), a research design
involved arrangement of conditions for collection and analysis of data
in a manner that was aimed to combine relevance to the research
purpose.

Population and sampling
Population refers to the entire group of people, events or things of

interest that the researcher wishes to investigate, Sekaran (2003).
The target population of the study was employees of Dashen bank

who work under branches which locate at Dessie town where the total
population size was one hundred eight (108). When using census
sampling technique the size of the sample is equal to the size of the
study population or sampling frame so that the sample size of this
study was 108 employees of Dashen bank who works under
branches located at Dessie town.

Sources of Data Collection

Data was collected using primary source and Secondary Data
method since primary data is the first hand information obtained from
respondents through use of questionnaires. The Secondary Data also
be used from manuals of the bank, books, and other documents.
Data can be obtained from primary or secondary sources. Primary
data refer to information obtained first hand by the researcher on
the variables of interest for the specific purpose of the study
(Sekaran, 2003). Secondary data collected from books, journals,
magazine, websites and others relevant sources (Argaw and Ahmed,
2017).

RESULTS AND DISCUSSION

Surveying the current remuneration policy of the bank

Surveying the current remuneration policy of the bank was one of the
objectives of this research. To do this, nine statements were used
about the nature and characteristics of the bank’s remuneration policy
provided for the respondents to indicate their level of agreement.

Table 1: Statements on current remuneration of the bank

Statements 1 2 3 4 5 Total Mean

.The current salary scale 149 277 340 191 43 100 2.7
of the bank is satisfying
employees

The bank periodically 0 266 394 309 32 100 311
evaluates its

remuneration policy

effectiveness.

The banks current pay 191 340 277 117 74 100 2.54
system has a positive

effect on  employee

productivity

The bank remuneraton 11.7 415 64 362 43 100 2.8
policy is being adjusted

to go with cost of living

The banks benefits 74 351 33 170 74 100 282
package is satisfactory

compared to other banks

The bank’s remuneraton 4.3 234 553 160 1.1 100 2.86
policy keeps a balance

between employee’s

contribution and  cost

(expense) of the bank.

The bank's  benefit 234 33 16 223 53 100 253
package protects

employees from financial

risk  associated  with

illness and disability

The existing beneft 74 319 351 191 64 100 2.85
package of the bank
motivates me well

The bank gives sufficient 415 95 266 223 0 100 23
health, Mortgagee and

other insurance benefits

for workers

Source: Primary data (2020)
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When asked to give their level of agreement with the statement if they
are satisfied with the current salary scale of bank, most of the
respondents 42.6% strongly agree/agree with the statement followed
by 34.0% of the respondents who said they have no opinion about it,
the rest 23.4% says they are dissatisfied with the current salary scale
of the bank. The resulting mean was 2.7 which indicate the fact that
the majority of the respondents were more or less satisfied with the
salary scale of the bank. When asked their level of agreement with
the statement of if the bank periodically evaluates the effectiveness
its remuneration policy as we can see from the table above that 0%
of sample strongly agree , 26.6 % agree, 39.4% have no opinion,
30.9% disagree and 3.2% strongly disagree with the statement. The
resulting mean was 3.11 these findings point to the fact that the either
remuneration policy of the bank do not evaluated periodically or the
employees not have much knowledge about it. To determine whether
employee’s productivity is positively affected by the current pay
system respondents were asked to give their level of agreement.
From the findings, a mean of 2.54 was recorded with most of
respondents 53.1% strongly agree /agree with the statement followed
by 27.7% say they have no opinion about it and another 19.1%
disagree/strongly disagree with statement. This means that the
current pay scale has a positive impact on employees. Regarding the
statement if banks remuneration policy is being adjusted to go with
cost of living half of the respondents 53.2% strongly agree/agree,
40.5% in reverse strongly disagree/disagree with the statement and
the remaining 6.4% have no opinion with the mean rating of 2.8 which
is between agree and have no opinion. Similarly, the respondents
rate the statement ‘the banks benefit package is satisfactory
compared to other banks’. 45.5% of them strongly agree/agree with
the statement, 33% have no opinion and 24.4% strongly
disagree/disagree. The above table also indicates that 55.3% of
respondents have no opinion with statement ‘the remuneration policy
keeps a balance between employee’s contribution and expense of the
bank’. 27.7% of them strongly agree/agree with the statement the
remaining 17.1% strongly disagree/disagree with the statement. The
mean rate was 2.86 which are between agreeing and no opinion. In
response to the statement ‘the banks benefit package protects
employees from financial risk associated with illness and disability.’
53.4% strongly agree/agree, whereas 27.9% and the remaining 16%
respondents decline from expressing their level of agreement. On the
other hand, 39.3% strongly agree/agree with the statement ‘The
existing benefit package of the bank motivates me well’ 25.5% argue
they strongly disagree/disagree and 35.1% have no opinion.
Moreover respondents rate the statement the bank gives sufficient
health, Mortgagee and other insurance benefits” at the mean of 2.3
which is close to agree. The percentiles of respondents who strongly
agree/agree were 51% and 26.6%refused to disclose their opinion
and the rest 22.3% disagree with the statement.

Remuneration impact on employee’s performance

Examining the current remuneration policy of the bank was one of the
objectives of this research. To do this, ten statements that are related
to the performance of employees and the bank’s remuneration policy
were provided for the respondents to indicate their level of
agreement.

Table 2: Statements on impact of remuneration on employee’s
performance

There exists a systemin 7.4 245 447 170 64 100 2.9
the bank’s remuneration

policy of compensating

employees if  they

achieve their targets

Dashen bank attempts 10.6 287 362 181 64 100 2.81
to conduct performance

appraisal  the  best

possible way

The performance 181 298 436 85 0 100 243
appraisal is helpful to

improve employees

performance

| get the feeling towork 9.6 457 340 106 0O 100 246
hard due to the payment
am currently receiving

There is a need to 16 66.0 138 43 0 100 2.06
review and rationalize
the pay structure to

improve employee
efficiency
149 255 266 255 74 100 285
The current
compensation and

benefits management is
capable of attracting
and retaining competent
employees

The banks payment 117 149 85 426 223 100 3.49
system is based on
performance

| think my job 106 394 33 17 0 100 256
performance affected by

the remuneration policy

of the bank.

The existing beneft 74 319 351 191 64 100 2.85
package of the bank
motivates me well

Statements 1 2 3 4 5 Total Mean

The current 32 287 340 213 128 100 3.12
remuneration policy is

motivating and provide

incentive  for  better

performance

Source: Primary data (2020)

Table 2 shows that from the total population of 94 respondents,34.1%
of them either disagree/strongly disagrees whereas the proportional
amount of 34% showed no opinion, and 31.9% strongly agree/agree
with the statement that 'the current remuneration policy is motivating
and provide incentive for better performance’. The mean rating score
of the statement was 3.12 which are close to no opinion. Similarly,
majority of the respondents 44.7% decline from expressing their level
of agreement, 31.9% of them strongly agree/agree and the rest
234% of the respondents disagree/strongly disagree with the
statement ‘There exists a system in the bank’s remuneration policy of
compensating employees if they achieve their targets’. With respect
to the statement ‘Dashen bank attempts to conduct performance
appraisal the best possible way 39.3% of the employees
agree/strongly agree whereas 36.2% have no opinion on the
statement, and 24.5% disagree or strongly disagree. The
respondents’ rate this statement at mean of 2.81 found between
agree and have no opinion. On the other hand, 8.5% employees do
not believe that the performance appraisal is helpful to improve their
performance and 43.6% have no opinion, 47.9% agree/strongly
agree. Moreover, 55.3% of the respondents strongly agree/agree with
statement that ‘I get the feeling to work hard due to the payment | am
currently receiving’ and 34% have no opinion while the rest 10.6%
disagrees. Employees also argue that they agree with statement
‘There is a need to review and rationalize the pay structure to improve
employee efficiency’ accordingly, 82% strongly agree or agree, 13.8%
have no opinion and only 4.3% disagree. Moreover, 40.4 of
respondents believe the current compensation and benefits
management is capable of attracting and retaining competent
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employees where as 26.6% shows no opinion and 32.9% strongly
disagree/disagree. Whereas the majority of respondents hardly
believe the banks payment system is based on performance with
mean rating of 3.49 which is between no opinions and disagree and
64.9 strongly disagree/disagree, 8.5% have no opinion and 26.6
agree/strongly agree. When asked to give their level of agreement on,
‘if they think my job performance affected by the remuneration policy
of the bank’ 50% of the respondents agree/strongly agree while 33%
decline to give their level of agreement the rest 17% disagree with the
statement. These ratings resulted in a mean of 2.56. This implies that
the majority of the respondents agree that remuneration have a huge
impact on performance. Moreover most of employees 39.3
agree/strongly agree with the statement of ‘the existing benefit
package motivates me well' 35.1 have no opinion and remaining
25.5% disagree /strongly disagree with the statement. Further it was
established that employers that paid their employees well were likely
to perform well due to reduced employee turnover. Dashen employee
turnover rate as it can be shown in its annual performance report of
2018/19 budget year was 3.2% which is acceptable compare to the
financial industry standard of up to10% turnover rate.

Attitude of employees towards the banks remuneration policy

Since exploring the attitude of employees towards their company’s
remuneration policy was one of the objectives of this research. To do
S0, eight statements that are related to the bank’s remuneration policy
were provided for the respondents to indicate their level of agreement
based on their state of mind.

Table 3: Statements on employees’ attitude towards remuneration of
the bank

Statements 1 2 3 4 5 Total Mean

The bank provides a 32 149 479 287 53 100 3.18
more flexible benefit

options

Employees skills and 340 255 298 106 O 100 217
abilities are put to good

use in work

Employees gain 223 234 298 106 138 100 2.7
personal

accomplishment

through their work

The current 53 138 202 234 372 100 373
compensation and

benefits management

provides  appropriate

payment for the work-
related experience and
qualification | have

The bank's 43 202 351 191 213 100 333
remuneration  policy

keeps all levels of

employees equally

benefited

The bank facilitates all 564 298. 7.4 6.4 0 100 1.64
the tools & resource to

do the job well.
| think my job 106 394 33 17 0 100 256
performance  affected

by the remuneration
policy of the bank

The bank encouraged 181 138 202 85 394 100 3.37
employees to come up

with new and better

ways of doing things

Employees were asked if they agree with the statement ‘the bank
provides a more flexible benefit options’. As the table above depicts,
the majority of the respondents 47.9% said that they have no opinion
about it and 18.1% of the respondents replied that they agree/strongly
disagree while the remaining 34% disagree/strongly disagree with the
statement. When asked if employees skills and abilities are put to
good use in the bank's work environment 59.6% of respondents
strongly agree/agree with statement and 29.8 of respondents refuse
to express their opinions but only 10.6% disagree/strongly disagree
with the statement. The resulting mean was 2.17% which is indicative
of the fact most of the respondents were in the view of the bank
create good work environment to utilize skills of the employees.
Moreover, about 55.7% of the respondents strongly agree/agree with
the statement that says ‘employees gain personal accomplishment
through their work’ and about 29.8% of the respondents have no
opinion and the rest 24.4% disagree/strongly disagree with mean
rating of 2.7 which is between agree and no opinion. Whereas the
majorities 60.6% of the respondents strongly disagree/disagree with
the statement ‘the current compensation and benefits management
provides appropriate payment for the work-related experience and
qualification | have’, 20.2% shows no opinion and only 19.1%
agree/strongly agree. Similarly, the majority of respondents 50.4%
strongly disagree/disagree with the statement ‘The bank's
remuneration policy keeps all levels of employees equally benefited *,
35.1% have no opinion while 24.5% have agreed/strongly agreed with
the statement. The mean rate of the above two questions were 3.73
and 3.33 respectively both with the scale of between disagree and no
opinion. Whereas the vast majority of the respondents 86.2% strongly
agreefagree with statement ‘the bank facilitates all the tools &
resource to do the job well’ while 7.4% shows no opinion the
remaining 6.4% disagrees which results a mean of 1.14. When asked
to give their level of agreement with the statement ‘the bank
encouraged employees to come up with new and better ways of
doing things’ the highest percentage of 47.9% strongly
disagree/disagree with the statement while 31.9% agree/strongly
agree and the rest 20.2% have no opinion. Whereas for the statement
‘if they think their job performance affected by the remuneration policy
of the bank’ 50% of the respondents agree/strongly agree while 33%
decline to give their level of agreement the rest 17% disagree with the
statement. These ratings resulted in a mean of 3.33and
2.56respectively for the above two statements. The above findings
show that even if employee’s job satisfaction was enhanced by the
attractive salary and benefit packages it was revealed that majority of
the employees were motivated to perform not only for monetary
rewards but also good working conditions like good office facilities,
management styles and achieving personal accomplishment through
work were also aspects that influenced employee performance.

Performance Measurement

In measuring the impact of remuneration on employee performance,
respondents were asked key questions which are indicators of the
bank performance to state their level of agreement based on their
state of mind.

Table 4: Statements on current performance of the bank

Statements 1 2 3 4 5 Total Mean

Source: Primary data (2020)

The bank's profitability is 27.7 521 117 85 0 100 2.01
increasing.

The number of customers 404 436 16 0 0 100 1.76
is increasing.

Resource utilization for 373 553 74 0 0 100 1.70
better customer service is

enhanced
Customers of the bank are 17 394 351 32 53 100 240
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satisfied ~ with  bank’s

service.

The shareholders of the 17 33 50 0 0 100 2.33
bank are satisfied with the

performance  of  the

company.

Source: Primary data (2020)

As it can be observed from the above table almost all respondents’
rate ‘the bank’s profitability is increasing’ and 'the number of
customers are increasing’ either strongly agree or agree and the
mean rating was 2.01 and 1.76 respectively. Moreover, 92.6% of the
respondents rate ‘resource utilization for better customer service is
enhanced the rest, 7.4% have no opinion. Similarly, 56.4% of
respondents agree/strongly agree with the statement ‘customers of
the bank are satisfied with bank's service’ and 35.1% show no
opinion and the remaining 8.5% respond disagree/strongly disagree
and mean rating score was 2.4.When asked to give their level of
agreement on, ‘if shareholders of the bank are satisfied with the
performance of the company’. *50% of the respondents agree/strongly
agrees while 50% decline to give their level of agreement 0%
disagree with the statement. These ratings resulted in a mean of
2.56. The above table indicates that the average scores for all the 6
statements closer to 2 which indicate that 95% of them agreed with
the statements while the rest either disagreed or stays neutral.
According to Norton and Kaplan (2006) performance of an enterprise
can be measured from four perspectives the first involves that ability
of the firms to generate profits from its activities, Secondly, firms can
measure their performance using customer satisfaction metrics. Well
performing firms have satisfied customers and vice versa. Thirdly,
organizations can wuse internal processes to measure their
performance. Efficient and effective internal resource utilization
automated with modern technology enhances organizational
performance and vice versa and the fourth one is the ability of the
organization to satisfy all stakeholders of the business therefore
based on the findings it can be concluded that the bank’s
remuneration policy have a strong positive statistical effect on the
performance of employees which in turn can be reflected with a
positive impact on overall performance of the bank.

Simple Linear Regression Analysis

To measure the impact of ‘remuneration on employee performance of
Dashen bank Dessie branch offices’ using simple linear regression
model, the bank’s remuneration policy were made the independent
variable while the overall performance of the bank was used as

Table 7: Coefficients

the dependent variable. The coefficient of determination (R2) and
correlation coefficient (R) shows the degree of association between
the bank’s remuneration policy and performance. Study findings
indicated that there was a positive relationship (R= .643) between the
variables. The study also revealed that 41.3% of variance in
employee performance of Dessie branch offices could be explained
by the adopted bank’s remuneration policy. The findings are as
shown in the Tables 5.

:I'able 5: Model Summary

Model R R Adjusted R Std. Error of the
Square Square Estimate
1 6432 413 407 64634

Source: Primary data (2020)

Table 6 show the results of ANOVA test which revealed that the
combined independent variables have a statistically significant effect
on overall performance of Dashen bank Dessie branch offices. This
can be explained by F values (64.766) and p values (.000) which are
statistically significant at 95% confidence interval. This therefore
implies that there was enough evidence to suggest remuneration has
significant positive impact on overall performance of Dashen bank
employees.

Table 6: ANOVA

ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression 27.056 1 27.056 64.766  .000P
Residual 38.433 92 418
Total 65.490 93

Source: Primary data (2020)

Table 7show the results of regression coefficients, which reveal that a
positive effect was reported for adopted remuneration policy of the
bank. Further, the results showed that at 95% confidence level
remuneration (p=.000) was statistically significant since the p value
was less than 0.05 and the t values were high (greater than 2.132).
This implies that the remuneration policy of the bank had positive
effect on employee’s performance. Remuneration enables the
organization to adapt more readily to changing market environments,
focus on core competencies, and take advantage of the knowledge,
expertise and efficiencies of employees (Poels, 1997)

Model Unstandardized Coefficients Standardized T Sig. Collinearity Statistics
Coefficients
B Std. Error Beta Tolerance VIF
(Constant) 651 221 2.951 .004
remuneration 593 074 643 8.048 .000 1.000 1.000

Source: Primary data (2020)

As table 7 shows the tolerance values of independent variable is above 0.1 and the VIF value is below 10. According to the regression
equation established, taking all factors into account as constant at zero, the overall performance of employees among Dashen bank Dessie
branch offices will be 0.651. Further, study result shows that for a 1-point increase in remuneration, overall employee performance
improvement is predicted to increase by 0.593, given that all the other factors are held constant The equation for the regression model is

expressed as:
Y=a+piX+€
Y =0.651+0.593Xs + €
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Where:

B is a correlation coefficient

Y = effect of remuneration on employees performance

X1 = Remuneration (wage & salary, bengfits, incentives, perquisites)
€ = error term associated with regression model

After Regression Analysis, it was concluded that there was a
significant positive relationship between independent variables of
remuneration policy of the bank and dependent variable of
employee’s performance of Dashen bank Dessie branch offices.

CONCLUSIONS

The main objective of this study was to assess the impact of
organization’s remuneration policy on employees performance from
the study findings, it was concluded that remuneration policy plays
vital positive role in overall performance of employees. In addition,
this study also concluded that the majority of the employees of
Dashen bank Dessie town branch offices have a positive attitude
towards their company remuneration policy. Moreover, the study
findings indicate that even if most employees are satisfied with the
remuneration plan of the bank and indicate that the pay scale is
capable of attracting competent employees and attract new ones but
most of them indicate that they do not think the payment they are
receiving do not match with the work experience and qualification
they have. The study results also show that the bank’s payment is not
based performance which might have discouraged employees from
improving their performance further. The study findings also show
that the bank do not periodically updated and evaluated the
remuneration policy effectiveness. Therefore, it is concluded that
continuous review of the remuneration policies should be a practice in
order to enhance the bank's competitiveness in this dynamic
business environment. The other thing that might limit employees
motivation were that they think the bank’s remuneration policy do not
give equal benefit packages like mortgage for all level of employees
rather it is focused on the middle and higher level managers so that it
is conclude that even if it is crucial to attract and retain competent
managerial level employees it is also vital to satisfy the need of lower
level employees in order to assure high level of performance.
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