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Abstract

As the compelition is increasing day by day, the company huas to [ace a lot
of challenges. These challenges can be faced when there is an existence of efficient,
effective and motivated human resources in the organizations. Out of all the HR
practices, compensation plavs a major role to metivale, attraclt and retsin the best
human reseurces. This paper aims to explore the major determinants of compensation
practices in the banking seclor.To achieve the ebjective, both pnmary and secondary
sources of data have been used and analysed with the help of factor analysis The
sample size of 324 bank emplovees is selected from the diflerent regions of Punjab
State i.e. Majha, Malwa and Doaba The results explored the six determinants of
compensalion praclices i.e. melivating compensation system, pay for performance,
provisien of sociul seeurily, recognition, benelils lo deceased employees and educational
assislance with the help of factor analysis. The results reveal that the factors explored
are complete blend of compensation practices prevailing in the banks [n this paper,
inter factor correlation is also found with their respective means. The results alse depict
that social security is the meost mmportant factor, whereas, "pav for performence’ is
found to be the least important [aclor with respecl lo the compensalion practices

prevailing in the select banks
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INTRODUCTION

In this competitive world. human resources are considered as an impartant
asset for gaining competitive advantage(Tiwar & Saxcna, 2012). As compared to
the physical resources, human resources are more impaortant as onlv these resources
are capable to transfer the physical resources in output. Human Resource
Management (HRM) is a study of human resources in the orgamization that how
they are planned and controlled. To manage human resources is a very challenging
job as every person has dilTerent attitude, thinking, cmotions, and behaviour from
the others. These different behaviours are proliferated when they work together.
Thus. it is very imperative to not to neglect them, if’ anyone wants 1o accomplish
something in their organization. The major HR practices include HR planning,
recruitment and sclection, compensation, performance appraisal, traming and
development. employee welfare and grievance handling. But in this paper, the researcher
pavs attention only on compensation practices prevailing in the banking sector.

In the exchange of emplovees' services. the organization compensates
them. Different researchers have different approaches regarding compensation,
Some of them divide the compensation in direct or indirect compensation. Others
categorize into primary compensation and supplementary compensation. Primary
compensation refers to the fixed compensation such as wages and salaries which
are given according to the time spent on the job by the employees, On the other
hand, supplementary compensation includes variable pay which is given according
to the output of employees. Compensation can also be divided mio performance-
based pay and non-performance based pay (Taylor. 1911). When the pay is given
according to the outpul produced by the employee. it is termed as 'performance
pay'. It includes bonus, commission. picce rate wages. elc. On the other hand, non-
performance pay is a traditional method used for paying the employees. It includes
monthly salaries. wages etc. Compensation can also be categorized as components-
bascd pay comprised of fixed pay. flexible pay and other benefits. Fixed pay
consists of basic pay, allowances, merit pay etc., Mexible pay comprises commission,
bonus, profit sharing etc. whereas benefits include company car, house. mabile,
insurance elc.

Compensation plays a major role in attracting and retaining the best talent
in the most dynamic industry that is banking. There is a need to revamp a
compensation system if the banks want to succeed and face cut throat competition,
With this idea in mind this paper tries to cxplore the major points that should be
incorporated in the compensation sysiem of any bank.

The paper is divided into four sections. Section-1 discusses the review of
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bvgone studies. Section-I1 presents hypotheses and research methodology. Section-
I discusses results of the present study. Section-1V offers conclusion and

sugoestions.

SECTION1
REVIEW OF BYGONE S5TUDIES

The most important theoretical and empirical studies related to compensation
practices have been reviewed here as under

Tahir. Yusoff, Khan, Azam. Ahmed & Sahoo (2011) found various
instruments of compensation system which motivates the emplovees of banking
sector in Pakistan. In intrinsic compensation, salary, benefits, short-term meentives,
long-term incentives and perquisites have been considered. whercas.exininsic
compensation includes job itsell, carcer development, auwtonomy, delegation. The
study found thal female emplovees are more motivated by the compensation variables
as compared 1o the male emplovees.

Wagas Khan and Owais Mufii (2012) studied the impact of compensation
on employees' motivation in private and public sector banks of Peshawar. Pakistan.
The research found that the valence of flexible pay is the most motivating vanable,
whereas performance benefit 18 found 10 be the least motivating factor,

Absar ef af. (2010) made a comparison of public and private sector industrial
organizations with reference to compensation practices in Bangaladesh. The items
included in the survey were 'salary and benefits were competitive’. 'salary and
benefits are offered on the basis of competencies and abihbes of emplovees',
‘compensation is linked to performance’, 'pay survey is conducted regularly' and
‘non-financial benefits are emphasized'. The result revealed that there is a significant
difference between public and private sector with respect to all the items included
to measure compensation.

Samina Nawab and Komal Khalid Bhati (201 1) observed the elfect of
emplovee compensation on job satisfaction and organizational commitment in the
education sector of Pakistan. The study found that the continuance commitinent
is highly correlated with the emplovee compensation. The result of mulliple
regression analysis also showed that the continnance commitment has strong
impact on employees' compensation as compared to other variables of organizational
commitment.

Faheem Ghazanfar, Shuai Chuanmin, Muhammad Mahroof Khan and
Moshin Bashir (2011) explored the relationship between satisfaction with
compensation and work motivation. The result of study showed that there is strong
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relationship between the employees' compensation and work motivation.

Pooja Misra (2013) studied the impact of rewards on emplovees' motivation
and also analyzed the impact of employee motivation on employees' engagement.
The result showed that the motivation is highly correlated with rewards and also
positive corrclation exists between emplovees’ motivation and employees'
engagement. With the help of regression analysis, it is found that 53.3 per cent of
employces' motivation is explained by independent variable 'rewards'.

Arik Prasetya and Masanori Kato (2011) investigated the performance of
cmployces regarding performance assessment system and salary in
telecommunication companics in Indonesia. With reference to salary, it was found
that 98 per cent of respondents are satisfied from the current salary and 63.2 per
cent of the respondents feel that the competitive level of salary system is normal,
It is also concluded in the paper that majority of the respondents had a clear
knowledge of salary system.

M. V Nandanwar, S. V. Sumis and L. M. Nandanwar (2010) investigated the
dominant factors alfecting the relationship between incentives provided to employecs
and resultant motivation. It is concluded in the study that employees had a similar
attitude towards both monetary and non-monetary incentives. The resulls of
regression analysis also showed that non-monetary benefits played an important
role in affecting employees’ motivation,

Reena Ali and M. Shakil Ahmed (2009) studied the impact of rewards on
employees' motivation and satisfaction. The results concluded that 'recognition’ 1s
the most important factor contributing to motivation.

SECTION 2
RESEARCH METHODOLOGY

Objectives of the study

The following are the wain objectives of the study :

e To explore the determinants of compensation practices in banks of
Punjab State.

s To find out the most and least important compensation praclice
prevailing in the banking sector of Punjab.

Database and Sources of Data

As the variables of compensation practices are very large, and not uniform
and illustrious in researches so far, exploratory rescarch design is used in the study,
The study is based on the primary and secondary source of data collection. A self-
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administered questionnaire is used for this purpose which is distnbuted to 600
employees of public and private sector banks. In the study, five-point Likert Scale
is used ranging from Strongly Agree (5) to Strongly Disagree (1)

Sample Size

Cmestionnaire was distributed among 200 respondents in Magha region
{100 to public bank emplovees and 100 to private bank employees), 200
respondents in Malwa region (100 to public bank emplovees and 100 to privale
bank employees), and 200 respondents in Doaba region (100 to public bank
emplovees and 100 to private bank emplovees). Thus. in this way, total 600
questionnaires were distributed personally among the respondents. Out of them,
only 324 of the returned questionnaires were without discrepancies and thus,
found suitable for the final analysis. The detailed overview of the sample is
gshown in Table 1.

Table 1
Sample Overview
N=524
Region Type of Bank Tutal
Public Bank Private Bank
Majha L] &1 169
Malwa ) 8o 182
[oaba Be 87 173
Tatal 287 257 524

Source : Prnimary Dala

Tools of Analysis

Descriptive statistics, Cronbach Alpha, factor analvsis through principal
component method with varimax rotation and inter-factor correlation is used in this
study. However. before using factor analysis, it is necessary to test cither the dala
collected is suitable for factor analysis or not, The suitability of factor analysis is
determined [rom numerous measures such as Kaiser-Meyver-Oklin (KMO) Measure
of Sampling Adcquacy, Bartlett Test of Sphericity, Eigen Values and Percentage of
Wariance. Statistical Package for Social Sciences (SPSS) version 16.0 for windows
has been used to complete the statistical analvsis.
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SECTION 3
RESULTS AND DISCUSSIONS

This section highlights the reliability analysis. KMO and Bartlett's Test,
factor analysis, rotated component matrix and naming of factor.

Reliability Analysis of 'Compensation Practices in Banks'

Before exploring the determinants of compensation practices in banks, il
is necessary 1o check the reliability of the vanables. Table 2 presents the results
of reliability analysis of the variables. The overall reliability of compensation practices
is noticed 1o be 0.908, It is also recommended that alpha coefficient should be 0.7
or above (Nunnally, 1978). Thus. it is concluded from the reliability analysis that
the instrument is ghly reliable for continuing the study.

Tahle 2

Reliability Analysis
HR Practice MNo. of Items Cronbach Alpha {w)
Compensation Practice 7 0.908

Source : Primary Data

KMO and Bartlett's Test

The accuracy of factor analysis is assessed by investigating sampling
adequacy through KMO (Kaiser-Meyer-Olkin) measure of sampling adequacy
and examining the significance of Bartlett Test of Sphericity as shown in Table
3. The KMO value of the statistics is 00911 (=0.5) which is considered good
(Kaiser H., 1974). The Bartlett's Test results the approximale chi-square value
11594.15 with df = 666 and p < 0.000 which shows that the correlation matrix
is not an idenlily matrix.

Table 3
KM and Bartlett's Test
N = 524
Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.oe11
Bartlett's Test of Sphericily Approx. Chi-Square] 11594.15
dr B, IO
Sig. 0,006

Source : Primary Data
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Factor Analysis for 'Compensation Practices in Banlks'

After examined the sampling adequacy, factor analysis is carried out to
investigate the lingar relationship of some underlying factors. Thus, this section is
devoted to the results of data analysis to explore the determinants of compensation
practices in banks. For this purpose, factor analysis has been used which controls
the level of dimensions and reduces the data for further analyvsis, It is obtained with
the help of principal component method and rotated component matrix, Table 4
shows the eigen values. per cent age of variance and cumulative variance explained
by thirtv-seven variables. The factors with an eigen value more than 1.00 are
retained according to the Kaiser rule (Kaiser, 19600, Thus, six factors comes oul
which illuminates 61.683 per cent of total variance (=60%) (Hooper, 2012). The Girst
lactor accounts lor 30,149 per cent of vanance, the second factor 14.338 per cent,
third factor 6.872 per cent, fourth factor 3.698 per cent. fifth factor 3,298 per cent
and the sixth factor 3. 128 per cent of variance respectively. All the residual factors
are not influential. It means that near about 62 per cent of information is retained
by the six factors and approximalely 38 per cent of infonvation is lost out of the
thirty-seven original variables,

Table 4
Factor Analysis for "Compensation Practices in Banks'
N = 524
Variables Initial Eigen Values Extraction Sums of
Squared Loadings
Total % of |Cumulative| Total % of | Cumulative
Variance T Variance Yo
Vi }1.155 30,1449 30,144 11.155 30,149 3144
V2 5.379 14.53% 44.6%7 5379 14 538 44 687
V3 2.543 G.872 51.539 2.543 6.872 51.559
W4 1.368 3698 55.237 1.368 3.698 55.257
Vs 1.220 3208 38555 1.220 3208 58.555
Wi 1158 3.128 G1.683 1.158 3128 &].683
W7 0.974 2.647 64.33
VE (878 2372 66.702
V9 0.837 2.261 08,563

Contd.
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Vid 0829 2242 T1.205
V1l 0.775 21095 T3.300
vi2 0.728 1.96% 75,269
Vi3 0.636 1.720 76,980
V14 0.630 1.701 T8.690
V15 0.595 | _Gig ®0.299
V16 0.565 1.527 81.827
V17 0.538 1.454 R3.281
Vig 0.49] 1.326 B4.607
Vig 0,470 1.270 83877
V20 1,435 1.176 ’7.054
vzl 0424 1.145 28.199
Vi (414 1.118 89.317
Vi3 (.394 1.066 Q0,383
Vi4 0,367 0.991 91.374
V25 0.347 0,937 92.311
Vi6 0.327 0,884 93.195
Va7 0.313 0,844 94.041
Vi¥ 0.296 0,799 94 B4
Va9 0.293 0,792 95.632
W3l 0.27 0.720 96.361
Vil 0.242 (1654 9T.0135
Vi2 0.225 0.609 97624
Vi3 0.207 .56 98.184
W34 0.197 (.53] 98.715
V35 0.177 0.477 9. 193
ViG 0.1533 [.413 90,606
V37 [.146 0.304 104}
Source : Primary Data
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Rotated Component Matrix

Table 5 depicts the rotated component matrix which shows the faclor
loadings of all the compensation variables. If we notice the Ist row, we can see that
among all the six factors, C1 has the highest factor loading (0.771). it means the first
variable is assigned to the first factor. Thus, in this way, it is discovered that C1
factor accummlates V1, W2, V3, V4, V3, Vo, VI VE VO V10 V1 V12 VI3, Vidand
V15 variables. C2 factor engulfs V16, V17, V18, V19, V20, V21, V22, V23, V24 and
Y26 variables. C3 factor covers V30, V31, V32, V33 and V34 variables. C4 factor
includes V25, V27, V28 and V37 variables. C3 factor is the combimation of V335 and
V36 variables. CO comprises only one variable i.e. V29.

Tahle 5
Rotated Component Matrix
N =354

Variables Cl1 cl C3 4 C5 Ca
V1 0.771 -0.0504 LERAE ) 0193 0116 ). (e
V2 (8438 103 0.0493 0,173 0.083 .067
V3 0.742 -0.170 1 . (064 (1004 0056
W4 0.209 =106 0.11%9 (025 -0L01% -0.014
Vs 0.754 -0.027 (1,140 (18] [1.069 -0.090
Wi 0.733 0101 0.203 0240 (.10 (10130
W7 0.811 .011 0.183 0.073 0.102 006
V& 0.803 0081 0.203 0003 0.110 0.042
V9 0.750 3.0459 034 0.237 (0.095 0.125
ViD 0.697 -(L038 -0.014 3.374 01035 (164
Vil 0690 -0.014 0.054 (1368 (1.0126 (1408
V12 0.546 (LO1% 1.(20 0.297 (.288 0.217
V13 (6% SL00E 1,182 0,157 0,063 0.238
W14 (L7358 0.147 (141 199 0.099 0.098
V135 (1.785 0.077 0.206 00113 0.024 0.083
Vi -0.024 0.709 f.140 0068 -0.087 0.179
VI7 -0.025 0.766 0.048 -0.005 ). 166 0.025
V18 -0.113 0.726 0.066 0.057 -0.120 -.056

Contd.
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Contd. Table 4

V19 0.011 0714 -0.001 (.04 1,124 0128
V20 -0.084 0,754 -0.047 0124 0.049 0.090
V21 0,319 0641 1014 0.156 0.163 n.131

V2l 009 0,755 40,227 -0.027 0.164 -0.023
V23 0054 0.745 -3.201 0069 0085 0,043
V24 0.192 0484 0.5 0.099 0.196 1421
V25 0.022 0422 .06 0,337 0076 1. 209
V26 A).050 0.530 0.070 (.355 00006 457
V27 n.182 n.121 11.343 0,594 0.030 0.041

VI8 0.175 0105 (1.228 0,597 0007 0.255
V19 0292 (LO18 161 0.321 0.091 0512
Vil 0.297 i.042 0,660 0.124 40,110 0.167
W3l 0.242 0.042 0.747 [0.160 0.017 -0.062
Vi2 (.322 177 0.622 0.196 0.337 0085
Vi3 .163 -0, 126 0.685 0.106 0.196 0.000
Vig 0,243 -0.124 0.436 0.149 0.352 0412
Vis 0.217 -0.050 0.115 [.445 0.585 0.121

Vi6 0.244 0.087 [.148 -01.162 0.751 1048
V37 0.234 0.147 0.442 01.574 -0.01% 10435

Source : Primary Dala
Naming of Factors Signifying 'Compensation Practices in Banks'

Table 6 shows naming of factors, variables loaded on the factor. eigen
values and percentage of variance explaining the respective factor. The names and
descriptions of factors are shown below:

Factor 1 : Motivating Compensation System

The first factor is described as 'Motivating Compensation System’ which
explains 30.149 per cent of variance and eigenvalue is 11,155, It includes '1 am
satisfied with bank's pay structure' with factor loadings 0.771, 'l am satisfied with
pay 1 receive' with factor loadings 0848, 'my pay reflects my standard of living’ with
factor loadings 0.742. 'my pay encourages me to improve the quality of my work
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with factor loadings 0.809, T understand how my salary is determined by the banks'
with factor loadings 0.754. 'my pay package is competitive as compared to other
banks' with factor loadings 0,733, ‘my salary is fair for my responsibilities” with
factor loadings 0.811, 'l am satisfied with my basic pay' with factor loadings (0.803,
'l am satisficd with dearness allowance [ receive’ with factor loadings 0.750, 'l am
satisfied with city compensatory allowance I receive’ with factor loadings 0.697, 'T
am satisfied with house rent allowance’ with factor loadings 0.690, 'l am satisfied
with my travelling and convevance allowance | receive’ with factor loadings 1).546,
‘my salary is based on how long I have been in the bank’ with factor loadings 0.696,
T am satisfied from raise in fixed pay received in past’ with factor loadings 0,758
and ‘overall 1 am satisfied with my fixed pay’ with factor loadings 0.785. This implies
that Factor 1 is a blend of fifteen original variables,

Faclor 2 : Pay for Performance

Second factor is named as 'Pay for Performance’ which explains 14.538
per cent of variance and eigenvalue is 5.379. It covers 'T will receive a reward
il I do something to improve my work' with factor loadings 0.709, ‘my
compensation is based on bank's overall performance’ with factor loadings
0.766, 'my salary is based on the gquality of service I deliver to my cuslomers'
with factor loadings 0.726, 'T am satisfied with the overtime payment’ with factor
loadings 0.714, 'bank has a system of pay for service performance' with factor
loadings 0.754. 'my increments are directly linked with individual performance’
with factor loadings 0.641, "my increments are directly linked with group/team
performance’ with factor loadings 0.755, 'my increments are directly linked with
organizational performance' with factor loadings 0.745, "bonuses are timely paid
in my bank" with factor loadings 0484 and 'overall 1 am satisfied with my
increment' with factor loadings(). 530. It infers that Factor 2 is a combination of .

ten original variables.
Factor 3 : Provision of Social Security

It s the third factor which explains 2.543 per cent of variance and eigenvalue
1s 6.872. Variables like 'l am satisfied with group life insurance plans of my bank'
with factor loadings 0.660, T am satisfied with health care plans of my bank' with
factor loadings 0.747, ' am satisfied with retirement plans of my bank' with factor
loadings 0.622, 'T am satisfied from holiday home facility of my bank’ with factor
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loadings 0.685 and 'T am satisfied with gratuity at the time of leaving the bank'with
factor loadings 0.436 are significantly loaded with this factor. This means that

Factor 3 is a mixture of five original variables.

Factor 4 : Recognition

The fourth factor is named as 'Recognition’ which elucidates for 3.698 per
cent of variance eigen value is 1.158. It issignificantly loaded with variables like
‘performance awards like cash. travel awards etc. are provided when [ perform better’
with factor loadings 0.537, 'T am satisfied with the benefits my organization extends
to me' with factor loadings 1. 594, 'benefits offercd are in line with other organization'
with factor loadings 0.597. and 'overall I am satisficd from the benefits provided'
with factor loadings 0.574. It implics that Factor 4 is the blend of four original
variables.

Factor 5 : Benefits to Deceased Employee

This is the fifth factor which explicates 3.298 per cent of variance and cigen
value is 1.22. It comprises my bank reimburses the educational expenses of deceased
employee's children' with factor loadings 0585 and 'my bank reimburses the funeral
expenses if the employee was died in harness'with factor loadings 0.751. This means
that Factor 5 is the combination of two original variables.

Factor 6 : Educational Assistance

The sixth and the last factor is named as 'Educational Assistance’ which
explains 3.128 per cent of variance and eigen value is 1.138. It consists of only one
variable 'l am satisfied with educational assistance provided to me and also to my
wards' with factor loadings 0.612. It means that Factor 6 includes only one original

variable.
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Tahle &
Naming and Description of Factors
N = 524
Variables Factor
Loadings
Cl Motivating Compensation System
{Eigen Value = 11,155, % of Variance = 30.149)
I am satisfied with bank's pay structure 0.771
I am satisfied with pay [ receive 0.848
My pay reflects my standard of living 0.742
My pay encourages me to improve the guality of my work 0809
[ understand how my salary is determined by the hanks .754
My pay package is competitive as compared to other banks 0,713
My salary is fair for my responsibilities 0811
I am satisfied with my basic pay 0,803
| am satislied with dearness allowance I receive 0.75
I am satisfied with city compensatory allowance I receive 0.697
[ am satisfied with House Rent Allowance 0.69
[ am satisfied with my travelling and wn'w.,"_'r';uu:n: allowance [ receive 0. 5346
My salarv is based on how leng | have been in the bank 0696
T am satisfied with raise in fived pay received in past 0.758
Overall 1 am satisfied with my fixed pay (1785
C2 Pay for Performance (Eigen Value = 5379, % of Variance = 14.538)
I will receive a reward if [ do something to improve myv work 0.709
My compensation is based on bank’s overall performance 0.766
My salary is based on the quality of service I deliver to my customers 0.726
| am satisfied with the overtime pavinent 0.714
Bank has a systemn ol pay for service performance 0.734
My increments are directly linked with individual performance 0.641
My increments are directly linked wilh groupiteam performance 0.755
My increments are directly linked with organizational performance 0.745

Contd.
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Contd. Table &

Bonuses are timely paid in my bank 0.484

Overall T am satisfied with my increments 0.53

C3 Provision of Social Security
(Eigen Value = 2,543, % of Variance = 6.872)

I am satisfied with group life insurance plans of my bank 0.66
T am satisfied with health care plans of my bank 0.747
1 am sarisfied with retirement plans of my bank 0.622
1 am satisfied with holiday home facility o my hank [.683
I um satisfied with gratuity at the time of leaving the bank 0436

C4 Recognition (Eigen Value = 1,158, % of Variance = 3.698)

Performance awards like cash, travel awards ele., are provided 0.5337

when I perform better.

[ am satisfied with the benefits my organization extends to me i1.594
Benefits oflered are inline with ather crganization .397
Owerall T am satisfied with the benefits provided 0.574

C5 Benefits to Deceased Emplovees
{Eigen Value = 1.22, % of Variance = 3.298)

My hank reimburses the educational cxpenses of deceased 0.583
emplovee's children

My bank reimburses the funeral expenses if the employee was died 0.751
in harness.

C6 Educational Assistance
{Eigen Valuc=1.158, % of Variance=3.128)

[ am salisfied with educational assistance provided to me and also to n.612

my wards.

Source : Primary Drala

Inter-Factor Correlation

These factors are now analyvzed with the help of inter-factor corrclation.
Table 7 presents the inter-factor correlation, overall mean and standard deviation
(5.D.). The correlation between the factors varies from -0.119 to 0.715. Megalive
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correlation is found between factor C2 and C1,C2 and C3 and in C2 and C6. The
results show that social security is the most mportant factor with respect to the
compensation (mean = 3 412) whereas, pay for performance (mean = 2.753) is the
least important factor. Standard Deviation ranges from 0,669 1o +0 894,

Table 7
Inter-Factor Correlations Between the 'Compensation Practices in Banks'
N = 524
L) mefit
: o Pay for | Provision g Educati-
Compensation | Compen- o to
i g Perfor- | of Social Recognition| onal
Practices sation £ Deceased i
: mance Security Assistance
S¥stem Emplovees
Mativating
Compensation |
System
Pay for -.050* 1
Performance
Provision of 0.336%*% | -0.110%»
Social Security
Recognition 0.351%* | 0.335%% | [458%* I
Benefits 1o
Deceased 0415 (ho15 (30 DI T3* 1
Emplovees
Educational 0.400%* | 0002 | 0.715* | 0362%* | 0.182%* i
Assistance
No. of 13 10 4 5 2 |
Wariahles
Muean 3096 2753 3412 3.245 2970 33660
5D, 0.894 .80z 0.7 L6a% 837 (.894

*** Correlation is significant at the 0.0] level (2-tailed)

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

* Correlation is significant at the 00,10 level { 2-tailed)

SECTION 4

FINDINGS AND SUGGESTIONS

Thus, with the help of factor analysis, the data gets reduced from thirty-
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seven variables to six factors, which can be used for further analysis. The factors
are complete blend of compensation practices prevailing in the banks. Most of
the respondents perceive that compensation procedure should be in line with
competitors plan. It should be fair and motivating. Another important factor
affecting compensation practice is 'pay for performance’. Respondents should
be able to link salary. incentives, and benefits to their performance. There
should also be a provision of social security in the compensation package in
terms of gratuity and retirement plans. The compensation system should be in
such a way that it gives recognition to the respondents. The respondents also
perceive that the benefits to the deceased employees and their children should
also form a part of compensation package of banks. The last important factor
is educational assistance which is also an important element in the compensation
plan The respondents entail educational help for them and also lor their children,
Thus, the study explores six important determinants which make the compensation
plan of the banks lucrative and competitive. Moreover, the study also reveals
that the social security is the most significant factor out of all the explored

laciors.
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