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ABSTRACT

This research investigates the effect of reward systems on job satisfaction and performance of employees
in commercial banks of Chitwan, Nepal. Praise includes monetary rewards like salary, bonuses and non-
monetary rewards including recognition, career growth, training, and work-life balance. This studied for their
effects on employee motivation and productivity. A descriptive and correlational research design was followed
for the study. Primary data from 135 employees in ten commercial banks were collected through the use of a
structured questionnaire and analyzed using SPSS. The results showed that economic rewards (Mean = 3.56,
SD = 0.920) were one of the main reasons for job satisfaction. The performance-based incentives (Mean =
3.77, SD = 0.977) along with recognition, turned out to be significantly encouraging to employees’ perfor-
mance. There was a significant positive correlation between job satisfaction and job performance: r = 0.399, p
<0.001. The effective reward system has improved morale as well as efficiency. There is a comprehensive to-
tal reward framework will contain both intrinsic and extrinsic rewards. This study may help enhance employee
retention, improve employee engagement, and finally, organizational competitiveness in Nepalese banking.
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Introduction

The banking sector has a highly competitive and dynamic environment of human capital is a valuable
sustainable growth and competitiveness. The job satisfaction and performance of the workers are key determi-
nants of the success of an organization. (S. Al-Rihaymee et al. 2024). One of the key drivers that determine these
variables is the reward system of the organization, including monetary benefits (salary, bonus, increment) and
non-monetary benefits (recognition, career development, work-life balance). This study aims at determining the
connection between reward systems implemented in banks. The job satisfaction and performance level of bank
employee’s knowledge, Gautam D. K. (2015). The banking institutions will be better to develop the effective and
efficient human resource policies for promote and motivation, reduce turnover and enhance organizational effete-
ness of banking system.

Reward system in different banking organizational employees motivate individual or group level. The
designing reward system in a banking organization should clearly define group and organizational objectives to
be achieved. The actual performances will attract rewards. The rewards system will help management design
behavior of employees achieving banking goal at the same time. According to the Chartered Management Insti-
tute (2004 p. 12), “the rewards system concept is gradually replacing the traditional assumption of a traditional
pay system, in that it brings within the package all aspects of staff remuneration.”. In Fay and Thompson (2001)
“Rewards systems have a central role in determining the ability of the organization to attract high potential indi-
viduals and to retain high performing employees in order to achieve higher levels of quality and performance”.

The effects of reward are attracting and retaining the high-performance of successful systems in the bank-
ing sector of Nepal. Its attract and retain employees in a competitive and remittance-based economy (Agrawal,
2019). Nepalese economy is driven by remittances through these banks and with the sector’s push towards a
modernized, service-oriented model. There is a need to keep professional managers are adept at technology, fi-
nance and customer relationship management. The management (Acharya, 2020) strongly supports the strategic
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imperative of an extensive rewards system in creating employee commitment and attaining competitive advan-
tage in Nepal’s banking sector. The competitive importance of a total rewards package that integrates monetary
and non-monetary elements in an attempt to raise worker retention and competitive excellence is a recurring
theme in Nepalese Banking HR. (Shrestha, R. K., & Poudel, R. K. (2024).). A total rewards package comprising
both monetary benefits (performance bonuses, profit sharing) and non-monetary gratitude (career development
opportunities, public praise) directly and positively affects worker motivation, job satisfaction and loyalty. It
reduces turnover costs and builds a committed workforce that produces greater levels of quality, innovation and
customer satisfaction, securing a bank’s competitive advantage in Nepal’s competitive banking sector (Khanal,
D. R. (2025).

Statement of the Problem

The commercial banking sector supports the development of nation economy and Chitwan major eco-
nomic points. The performance of employees plays an important role in determining organizational performance.
Rewards are globally recognized to motivating employees. There remains a lack of empirical insight into how
reward mechanisms uniquely translate into influencing employee performance within this regional setting. It
remains monetary rewards in the form of bonuses and salary increases serve directly. The performance of moti-
vators tools rather than non-monetary rewards get satisfaction. This lack of information prevents management in
the banking industry from making strategic choices of designs and resource allocation toward the most effective
manner of reward systems. This study investigates the impact of monetary and non-monetary rewards on employ-
ee performance in commercial banks in Chitwan for evidence-based improvement in human resource practices.

The commercial banking facility in Chitwan is highly competitive and major economic center. This com-
petitive environment to achieve maximum employee performance and organizational success. Reward systems
are recognized globally as major employees’ motivation and increase performance. There is very little empirical
knowledge about the different reward mechanisms affect employee performance within this specific regional
context. It is still unclear monetary rewards, such as bonuses and salary increases influence the performance. It is
also uncertain monetary rewards compare with non-monetary rewards are not recognized. Such, as compliments
and opportunities for professional growth. This lack of information, bank management cannot plan strategically.
They are also unable to budget effectively and select the most suitable reward practices. The main objective of the
present study is to systematically examine the impact of both monetary and non-monetary rewards on employee
performance in Chitwan’s commercial banks. The study aims to provide evidence-based recommendations for
improving human resource practices.

Objectives of the study

e To examine the relationship between different types of reward systems (monetary and non-monetary) and job
satisfaction among employees of Commercial Bank Chitwan.

e To assess the effect of reward systems on employee performance metrics such as productivity, service qual-
ity, and goal achievement in Commercial Bank Chitwan.

Hypotheses

This research more strong hypotheses are testing the following:

H1: Monetary rewards (Salary, bonus, incentives) have a significant positive effect =~ on Job satisfaction of
employees in Commercial Banks

H2: Non-monetary rewards (recognition, promotion, participation, career growth) have a significant positive
effect on job satisfaction of employees in Commercial Banks.

H3: Job satisfaction has a significant positive effect on employee performance (productivity, quality of work,
goal achievement) in Commercial Banks.

H4: Job satisfaction mediates the relationship between monetary rewards and employee performance.

HS: Job satisfaction mediates the relationship between non-monetary rewards and employee performance.

Literature Review

Customer satisfaction that can be measured by the number of loyal customers and feedback Hill, N., &
Alexander, J. (2017). Also, timeliness, measured in terms of the fast work is performed by the employee when
given a certain task absenteeism and tardiness observed. Employees absent themselves from work and achieve-
ment of objectives measured an employee has surpassed his/her set targets. He/she is then considered to have
performed well to achieve objectives (Hakala, 2009; Armstrong, 2006). This buttresses the need to measure in-
dividual performance of employees as a way of weighing the effect the reward system has on the workforce and
by extension in the organization. It is increasingly being recognized that planning and an enabling environment
have a critical effect on individual performance. The employee’s performance goals and standards are appropriate
resources, guidance and support from the managers all being central (Torrington, Hall & Stephen, 2013).
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The full impact of reward on employee performance can better be appreciated after viewed from the
angle of total rewards (Ibrar, M., & Khan, O. (2015). “Definitions of total reward typically encompass not only
traditional, quantifiable elements like salary, variable pay and benefits, but also more intangible non-cash ele-
ments such as scope to achieve and exercise responsibility, career opportunities, learning and development, the
intrinsic motivation provided by the work itself and the quality of working life provided by the organization”
Thompson (2002 cited by Armstrong, 2009). “The reward system consists of all organization components of
people, process, rules and decision-making activities involved in the allocation of compensation and benefits to
employees in exchange for their contribution to the organization”

The reward system consists of all organization components of including people, process, rules and de-
cision-making activities involved in the allocation of compensation and benefits to employees in exchange for
their contribution to the organization. Nnaji-lhedinmah, N. C., & Egbunike, F. C. (2015).). It defined the reward
system as consisting of a number of interrelated processes and activities of combine to ensure that reward man-
agement is carried out effectively to the benefit of the organization and the people’s work. Puwanenthiren (2018),
organizations aiming for a strategic and balanced approach to rewarding employees should focus on three main
components of a reward system are compensation, benefits and recognition.

These components of the total rewards in an organization include transactional and relational rewards.
Mabaso, C. M., & Dlamini, B. 1. (2018). Benefits are described as forms of value other than payment that are
provided to employees for their contribution to the growth of the organization. Profits can come in two forms-
tangible and intangible benefits (MacDougall, S. L., & Hurst, D. (2005). Tangible benefits include contribution
to retirement plans, life insurance, vacation pay, holiday pay, employee stock ownership plans, profit sharing and
bonuses, etc. (Robbins, S. P., Judge, T. A., & Vohra, N. (2019).

Gnawali (2024) investigated non-monetary rewards among employees of Nepalese commercial banks
and concluded that improving these factors significantly enhances employee satisfaction and potentially perfor-
mance outcomes. The components of rewards are crucial for employee performance and motivation. Monetary
benefits like salaries and bonuses offer financial stability, directly impacting employee retention and job satisfac-
tion (Milkovich et al. 2016).

Pantha (2020) examined employee job satisfaction in Nepal’s banking sector, identifying factors such
as work environment, promotion, rewards and job security as key contributors. The study found that addressing
these factors employees, highlighting the importance of factors such as compensation, employee welfare, and
work-life balance. Similarly, a study by Decibels (2024) emphasized the need for context-specific measures of
job satisfaction in microfinance institutions, noting that employee satisfaction is a multifaceted construct. These
findings underscore the critical role of a positive work environment in enhancing employee performance and
organizational outcomes Abdullahi et al. (2025).

Luitel and Humagain (2025) assessed compensation factors including salary, overtime allowances, and
social security in Nepalese commercial banks and reported that well-designed compensation packages enhance
employee performance, underlining the importance of financial and non-financial benefits in banking contexts
K C, S. (2025). Job satisfaction among bank employees, alongside leadership, intrinsic motivation, and working
conditions. Nantavisit, Kim, and Dorn (2023) found through a meta-analysis that reward systems have a signifi-
cant positive impact on job satisfaction in the banking industry. Commercial banks and found that intrinsic and
extrinsic rewards positively correlate with employee performance, further showing that motivation mediates this
relationship. Kolluru, M. (2021). These findings extend earlier research by demonstrating that rewards influence
both satisfaction and performance through motivational pathways. Dong and Bhandari (2024). Job satisfaction
plays a crucial role in determining employee performance, which directly influences the effectiveness and sus-
tainability of Microfinance Institutions. Chhetri, A. D. (2025). This provides to various financial goals and allows
banks to gather scattered funds from individuals and businesses. By effectively mobilizing these deposits, banks
act as financial intermediaries, channeling them as loans to fuel economic growth in sectors like agriculture, small
businesses, and social welfare initiatives. Kaphle, D. P. (2024).

Previous literature has remained mostly at the conceptual level in discussing this link between rewards and
people outcomes Malik, M. A. R., & Butt, A. N. (2017). Authors agree that this should and must exist, but research-
ers disagree on the rewards best achieves people results goals”. (Nnaji-IThedinmah, N. C., & Eg bunike, F. C. (2015).
Nazir, Shah and Zaman, (2012) believe that the dichotomy of intrinsic and extrinsic rewards was initiated by Her-
zberg et al. (1957). Herzberg and associates from their research findings identified factors are related to the content
of the job as motivators to include the achievement, recognition, advancement and growth. These are referred to as
intrinsic reward. Csikszentmihalyi, M. (2015) They also identified factors such as company policies, supervision,
interpersonal relations with supervisors, peers, subordinates, status and salary as external to the work itself. These
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called dissatisfiers (Kiconco, R. (2015). From the analysis of their results, they concluded that intrinsic rewards
motivate employees’ more than extrinsic rewards form the foundation for them (Khan, N., Waqas, H., & Muneer, R.
(2017). They contended that once a state of no satisfaction exists, trying to further improve motivation through the
hygiene factors is a waste of time’ (Ugwu and Onyeneje, 2002).

Research Design

This research will be performed on Nepalese commercial banks. Employee of ten banks were consti-
tuted the senior and middle management. The researcher was used primary data obtained through the structured
questionnaire. The questionnaire was administered on a sample of one hundred thirty-five staff of ten commercial
banks Chitwan. The questions were designed to convey out the desired responses from the sample. The question-
naire has 20 items and divided into three sections, the first section of 6 items was mentioned of bio data of partici-
pants and the second section of 7 Likert type questions about Rewards and Job Satisfaction and third section was
applied to 7 questions used to gather data on the research topic Rewards and Employee Performance. Sampled
banks include Agricultural Development Bank, Global IME Bank, Himalayan Bank, Laxmi Sunrise Bank, Nepal
Bank, Nepal Investment Mega Bank, NMB Bank, Prabhu Bank, Prime Bank, Rastriya Banijay Bank

Methodology

The population of this study consists of employees working across various positions within 10
commercial banks located in Chitwan. The representative sample was selected to participate in the research. This
research study has distributed 150 questionnaires to employees from 10 commercial banks in Chitwan district
were 135 questionnaires complected and 15 respondent forms are invalid. Overall, 90% responses are the final
sample size for analysis was 135 respondents

Conceptual Framework

This framework sees rewards system as being made up of intrinsic rewards and extrinsic rewards. The
intrinsic and extrinsic rewards will serve as independent variable while employee performance will be the depen-
dent variable.

Independent variables Dependent variable.

Monetary Rewards =

. Job . Employee performance
Satisfaction

1

Moderate Variable

Non-monetary Rewards

Research Methodology

A total 150 questionnaires were distributed and 135 were fully completed and returned. They have re-
flected a strong response rate. The remaining 15 were invalid due to incomplete or unusable information, so the
analysis was based on the 135 valid responses.
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Table 1: Distributions of Respondent Banks

Name of Bank Frequency Percent

1. Agricultural Development Bank Ltd. 9 6.67
2. Global IME Bank Ltd. 23 17.03
3. Himalayan Bank Ltd. 14 10.37
4. Laxmi Sunrise Bank Ltd. 15 11.11
5. Nepal Bank Ltd. 13 9.63
6. Nepal Investment Mega Bank Ltd. 9 6.67
7. NMB Bank Ltd. 11 8.15
8. Prabhu Bank Ltd. 10 741
9. Prime Bank Ltd. 12 8.89
10. Rastriya Banijay Bank Ltd. 19 14.07

Total 135 100.0

Source: Field Survey (2026)

The distribution of respondents of Banks is analysis in 10 different financial institutions of Chitwan. Global

IME Bank Ltd. have a largest share of the sample at 17.03% and Rastriya Banijay Bank Ltd. (14.07.%), Himalayan
Bank Ltd. (10.37%) Prabhu Bank Ltd.at 7.41%. are lower level represented respectively.

Table 2: Demographic Distribution of Participants

Demographic Category Frequency Percent
Male 62 45.93
Gender Female 73 54.07
Total 100 100%
Under 25 12 8.9
26-35 41 30.4
36-45 44 32.6
Age 46-55 21 15.6
Above-55 17 12.6
+2 Degree 25 18.52
Education Bachelor’s Degree 52 38.52
Master’s Degree 41 30.37
Research Degree 17 12.59
Chief Executive Officer 10 7.3
Deputy Chief Executive Officer 11 8.1
Chief Operating Officer 12 8.8
Chief Loan/Risk Officer 11 8.1
General Manager 10 7.3
Assistant General Manager 11 8.1
Senior Officer 12 8.8
Senior Assistant 14 10.3
- Teller / Cashier 23 17
Positions Customer Service Representative 10 7.4
Driver, Office Helper, Messenger 11 8.8
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Operations & Customer Service 29 21.5

Credit & Finance 42 31.1
Department . .

Marketing & Business Development 29 21.5

IT & Digital Banking 14 10.4

Administration & HR 21 15.6

Source: Field Survey (2026)

The demographic distributions of respondent that the female employees are 54.93% and Male employees
45.07%. The majority of the participants are the age group of 36-45 years (32.6%) and 26-35 years (34.4%) repre-
senting. In education research degree level 12.59, Master degree 30.37%, bachelor’s degree level 38.52% and +2
Degree 18.52% highly qualifies workforces are enrollment. The different position level Tellers/Cashiers with
17% and Senior Assistants with 10.3%, followed by Chief Operating Officer and Senior Officers with 8.8% each,
and Deputy CEOs, Chief Loan/Risk Officers, and Assistant General Managers with 8.1% each. Department-wise,
31.1% were from Credit and Finance, 21.5% from both Operations & Customer Service and Marketing, 15.6%
from HR, and 10.4% from IT department.

Table 3: Rewards and Job Satisfaction
Statements S.D D N A SA Mean | St. V

1. My salary is competitive compared to sim- | 18 (13.3) | 44 (32.6) [30(22.2) | 19 (14.1) | 24 (17.8) [2.90 | 1.309
ilar positions in other Banks.

2. The benefits (e.g., allowances, health insur- | 9 (6.7) 24 (17.8) |40 (29.6) (42 (31.1) |20 (14.8) | 3.30 | 1.127
ance, pension) provide are Job satisfactory.
3. I receive timely salary increments and bo- | 14 (10.4) | 26 (19.3) |37 (27.4) | 50 (37.0 | 8(5.9) 3.09 [1.103
nuses.
4. Fair reward based on workload and respon- | 18 (13.3) | 30 (22.2) |23 (17.0) |43 (31,9) | 21 (15.6) | 3.14 | 1.300
sibilities
5. 1 am satisfied with the non-monetary re- | 8 (5.9) 38 (28.1) |42 (31.1) |35(25.9) |12 (8.9) |3.04 |1.068

wards (Recognition, Flexible hours, Train-
ing and career Development Programs).

6. Economic reward plays a major role in my | - 20 (14.8) |40 (29.6) [ 55(40.7) 120 (14.8) | 3.56 ]0.920
overall job satisfaction

7. Tam satisfied the work-life balance in your | 8 (5.9) 26 (19.3) |37 (27.4) [50(37.0) | 14 (10.4) | 2.68 | 1.232
current Job?

Source: Field Survey (2026)

The Rewards and Job Satisfaction data analysis in different salary 14.1% agreed and 17.8% strongly
agreed. The majority (45.9%) expressed disagreement or strong disagreement (Mean = 2.90, SD = 1.309), re-
flecting dissatisfaction with pay compared to other banks. For benefits like allowances, insurance, and pensions,
45.9% agreed or strongly agreed, and 24.5% disagreed (Mean = 3.30, SD = 1.127), indicating moderate satisfac-
tion. The increment in salary and bonus, 42.9% agreed or strongly agreed, but 29.7% strongly disagreed (Mean
=3.09, SD = 1.103), indicating inconsistent experiences. Fairness in rewards from workload and responsibility
received 47.5% agreement and 35.5% disagreement (Mean = 3.14, SD = 1.300). Non-economic rewards like rec-
ognition, flexible hours, and training programs had 34.8% agreement and 34% disagreement (Mean =3.04, SD =
1.068), reflecting a balanced but average level of satisfaction. Economic rewards were considered a main factor in
job satisfaction by 55.5% of the respondents, with only 14.8% disagreeing (Mean = 3.56, SD = 0.920), the work-
life balance satisfaction was relatively low is 47.4% agreeing or strongly agreeing and 25.2% disagreeing (Mean
=2.68, SD = 1.232). the findings indicate that economic rewards are strong motivating factors, areas related to
salary competitiveness, non-monetary incentives, and work-life balance urgently need significant improvement
to enhance overall job satisfaction.
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Table 4: Rewards and Employee Performance
Statements S.D D N A SA Mean | St.V
1. A Fair work environment motivates 12(8.9) |[40(29.6) |30(22.2) 32(23.7) |21 (15.6) |3.07 1.232
me to perform better in my job.

2. T would be more productive if my sal- | 8(5.9) 30(22.2) |35(25.9) |41(304) |21(15.6) |3.27 1.149
ary and benefits were increased.

3. No opportunity negatively affects my |2 (1.5) 32(23.7) |50(37.0 29 (21.5) [22(163 [3.27 1.047
work performance.

4. Performance-based incentives - 17 (12.6) |32(23.7) 51(37.8) |35(25.9) |3.77 0.977
(bonuses, promotions) improve my
efficiency.

5. I feel demotivated when my compen- | 30(22.2) | 28(20.7) |44 (32.6) |31(23.0) |2(1.50 2.61 1.114
sation does not match my efforts.

6. Reward and employee’s performance | - - 42 (31.1) | 62(459) |31(23.0) |3.92 0.734
are co-related in my Bank.
7. Ireceive equitable recognition and - 30(22.2) 129(21,5) 55(40.7) |21 (15.6) |3.50 1.007

rewards for my performance

Source: Field Survey (2026)

The analysis of Rewards and Employee Performance indicates that employees generally recognize a
positive link between reward systems and performance is highly 68.9% agreement (Mean = 3.92, SD = 0.734),
reflecting a strong belief that rewards influence performance. The performance-based incentives such as bonuses
and promotions were seen as key motivators, with 63.7% agreement (Mean = 3.77, SD = 0.977). Equitable rec-
ognition and rewards also received favorable responses, with 56.3% agreement (Mean = 3.50, SD = 1.007). A
moderate level of agreement was observed regarding productivity linked to salary and benefits (Mean = 3.27, SD
= 1.149) and the impact of limited opportunities on performance (Mean = 3.27, SD = 1.047). However, percep-
tions of a fair work environment motivating better performance were relatively mixed, as only 39.3% agreed or
strongly agreed, while 38.5% disagreed (Mean = 3.07, SD = 1.232). The lowest mean score (Mean = 2.61, SD
= 1.114) was recorded for feeling demotivated when compensation does not match effort, indicating varied re-
sponses but suggesting that unfair pay can reduce motivation. The findings show that mostly employees believe
rewards especially performance-based incentives significantly enhance performance, improvements in fairness,
recognition.

Table 5: Relationship between Job Satisfaction and Job Performance

Verities R P-Valve
Job Satisfaction and Job Performance 0.399 P<0.001

There was significantly positive relationship between Job Satisfaction and Job Performance (r= 0.399, P< 0.001)
Conclusion

This study confirms that reward systems directly influence the job performance and satisfaction of Chitwan
commercial bank employees in Nepal, but are currently both a cause of motivation and conflict. While incentives
based on performance are closest to increased efficiency, the overall validity of the reward system is undermined
by the existence of perceptions of inequity, non-competitive pay, and a lack of non-monetary rewards. The sugges-
tion is that the employees are demotivated by injustice but motivated by money, and therefore the existing reward
practices in the banks are not entirely successful. The bank management must now revamp their reward policies
strategically to achieve greater performance and satisfaction through incorporating greater transparency, internal
justice, and an egalitarian mix of intrinsic and extrinsic rewards that satisfies the expectations of the employee.
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