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ABSTRACT 

This study was conducted to investigate the effect of reward management on employees’ 

performance in Rasa guba flour and biscuits factory in Wollo, Kombolcha. Descriptive and 

explanatory research designs were adopted. The study employed a mixed approach. The 

questionnaires were distributed to 200 employees, and 182 were returned. Data analysis was 

done with the help of Stata 13 statistical software. Descriptive statistics were employed to 

determine the type of rewards and level of employees’ job performance. Both Pearson’s 

correlation and multiple linear regression analyses were used to examine the relationship 

between rewards and employee performance. Results of the descriptive statistics in terms of 

mean and standard deviation show that the reward of the employee in benefits and personal 

development and career opportunities in the samples are relatively good. Mean value for 

employee performance is (M=2.32, SD= 0.73) which shows the overall performance of Rasa 

guba flour and biscuits factory employees. Regards to Pearson correlation, the result revealed 

significant positive linear relationships between each variables and employee performance (p < 

0.01). Based on the result of multiple linear regression variables like compensation, benefit, 

performance management and recognition and personal development and career opportunities 

have positive and significance effect on employee’s job performance.  Meanwhile, the relation 

between rewards and employee job performance exist positively and significantly, the 

management and owner of the company should clearly state up-to-date reward policy by 

involving some employees in the process of developing it in order to increase the employee’s 

performance and to achieve its own goal. 

 

Keywords: Employee Performance, Compensation, Benefit, performance recognition, personal 

development;  
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study 

The reality in the global world shows that people influence important aspects of organizational 

performance in a multitude of ways. Performance measure is an indicator that establishes how 

well an organization accomplishes its goals; it may include market orientation, customer 

satisfaction, financial performance or etc (Al-Doori, 2019). People conceive and implement the 

organizational strategy, while the mix of people and systems mostly determine an organization’s 

capabilities. Business organizations are able to stay in the competition by acquiring right work 

force and able to retain them for long time. It is also stated that people are a key resource and a 

critical element in a firm’s performance since they build organizational effectiveness (Holbeche, 

2001). Adaptive technology, competent and contemporary human work forces are the main tools 

that assist organization to achieve its objectives and able to win the competition in the global 

market. So, contemporary reward management is mandatory for any business organization for 

acquiring and retaining competent employees. Reward management, as Armstrong and Murlis 

(2004) described, is the development, implementation, maintenance, communication and 

evaluation of reward processes. Similarly, Armstrong (2010) defined reward management as it is 

concerned with the formulation and implementation of strategies and policies, the purposes of 

which are to reward people fairly, equitably and consistently in accordance with their value to the 

organization and thus help the organization to achieve its strategic goals. It deals with the design, 

implementation and maintenance of reward systems (reward processes, practices and procedures) 

that aim to meet the needs of both the organization and its stakeholders. The concept of reward 

management does not simply refer to the payroll function. It also covers the formulation and 

implementation of the strategies and the practice of pay system. Importantly, rewards 

management is also concerned with the development of appropriate organizational cultures, 

underpinning core values and increasing the motivation and commitment of employees (Addisu, 

2018).  
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Organizations are able to get better performance and reasonable return from their investment in 

human capital when they have established a very fair reward management system. According to 

Armstrong (2010) the main aims of reward management are reward the right things to convey the 

right message about what is important in terms of behaviors and outcomes; develop a 

performance culture; motivate people and obtain their commitment and engagement that help to 

attract and retain the high quality people the organization needs. One of the traditional 

components of management along with planning, organizing, and controlling, is motivating 

workers. Workers in any organizations need something to keep them working. An employee must 

be motivated to work for a company or organization. If no motivation is present in the system, 

then that employee’s quality of work will deteriorate (Cassandra, 2007). According to Salah 

(2016) motivated employees are increasingly becoming one of the most important concerns of 

business organizations; therefore, people have to be effectively managed and highly valued by the 

organizations. GÎlmeanu (2015), study outlines that individual efforts at work is determined by 

their motivation, and the key to keeping them motivated is to create a working framework that 

meets their needs and goals. 

According to Edirisooriyaa (2014) research employee performance is directly influenced by 

intrinsic rewards. This was because, when intrinsic rewards were giving to the employees they 

began to recognize their performance, which encouraged them to work harder to gain 

appreciation. Equally Asim (2013), in his study said that an increase in employee motivation led 

to an increase in their performance.  

Therefore, it is important to find out what motivates employees in order to plan the right reward 

system and improve organizational performance. The major purpose of this study is thus to assess 

the reward systems of Rasa Guba flour and biscuit factory and its effect on employee 

performance. It further analyzed which rewards systems are being practiced well, and which 

aspect of the rewards could be further practiced in order to enhance employee performance and 

thereby organizational performance. 

1.2 . Statement of the Problem 
 

The success of any organization depends on the effective use of its resources such as human, 

material, information and financial resources (Bass &Avolio, 2006). For the achievement of 
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organizational objectives, employees are the most valuable assets in an organization and the key 

to success since employees are the only rational creatures within the organization who convert 

input to output or deliver services using other resources as a means. The achievement or failure of 

an organization is mainly depending on the quality of the people who work there. Without 

positive and creative contributions from people, organizations cannot progress and grow. Human 

resources are the most dynamic of all the organizational resources that need considerable attention 

through creating an enabling work environment and designing a better reward and motivation 

schemes. Public or private organization’s success is highly dependent on the employees work 

motivation and also the most compelling challenges facing today’s organization is how to make 

sure that employees are highly motivated.  

Numerous studies have proved that rewarding employees is one of the best ways to keep the work 

force motivated (Campbell & Pritchard, 1976).The factors that enhance employee performance 

are fair pay, incentives, special allowances, fringe benefits, leadership, encouragement, trust, 

respect, joint decision making, quality of supervision, adequate working relationships, 

appreciation, chances for growth, loyalty of organization, identification and fulfillment of their 

needs, recognition, empowerment, inspiration, importance attached to their job, safe working 

conditions, training and information availability and communication to perform action (Aguinis, 

2013). Similarly, Došenović (2016) stated that reward is one of the most important elements of 

modern organization, since it is the main driving force that compensates, motivates employees for 

their work. Reward management deals with strategies, policies, and process required to ensure the 

contribution of people to the organization is recognized by both financial and non-financial 

means. It is about the design, implementation and maintaining of reward system which aim to 

meet the need to the organization and its stakeholders (Armstrong, 2007). The component of 

employee compensation such as salary, reward and other compensation are the measure for 

establishing the health of an organization and required to enhance the performance of employees 

(Velnampy, 2015). To sustain within the competition and achieve the competitive advantage, it is 

vital to focus on the attitudes and respective job performance of the employees in a significant 

manner (Hettiarachchi and Jayarathna, 2014). Failure to design appropriate compensation system 

will have unfavorable impact on productivity and job satisfaction and overall effectiveness of the 

organization. According to Hellen (2016) salaries and wages, paid vacations, paid leave, travel 

allowances and bonuses are essential components of extrinsic rewards that enhance employee 
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performance. When managers take time to invest in extrinsic rewards, employees feel valued by 

their organization thus working extra hard to enhance their performance, so they can be rewarded 

even more. In addition, she concludes that factors such as conducive work environment, 

employee-managers’ relationship, organizational leadership, and supervisors’ guidance are critical 

components in enhancing employee performance.  

As per the researcher made mini survey and made discussion with the part-time and fulltime 

marketing managers of the factory, they pointed out that there is no human resource manual and 

have inconsistent reward management system in the factory. In addition, response from mini 

interview with the factory manager, indicated that there is irregular career advancement and 

annual increment of salary. Even they have no well-articulated employee evaluation and 

monitoring system, which is difficult to make a difference among employees. If there is salary 

increment or bonuses or any other rewards, it is depending on the interest and feelings of the 

owner and his near associates or relatives. High employees turnover and unable to reach the actual 

production capacity of the machines are the typical challenges of the company. Furthermore, in 

Ethiopian context different researchers are undertaken studies on the effects of reward 

management on employee performance only in finance (banking and insurance companies) 

sectors. There are no enough studies conducted to manufacturing industries especially in food 

complex sectors.  

Therefore, in this study, the researcher will assess the available rewarding systems, and the 

relationship between existing reward practices and the employees’ performance in the 

organization. 

1.3 Objective of the Study 

1.3.1 General objective 

The general objective of the study is to investigate the effect of rewards management on job 

performance of employees at Rasa guba flour and biscuit factory. 

1.3.2 Specific objectives 

I. To find out the effect of compensation on performance of employees in the Rasa 

Guba flour and biscuits factory. 
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II. To assess the effect of benefits on performance of employees in the Rasa Guba flour 

and biscuits factory. 

III. To assess the effect of performance management and recognition on performance of 

employees in the Rasa Guba flour and biscuits factory. 

IV. To examine the effect of personal development and career opportunities on job 

performance of employees in the Rasa Guba flour and biscuits factory. 

1.4 Research Hypotheses 

       The study will be guided by the following research hypotheses; 

H1: Compensations have significant effect on performance of employees in the Rasa guba 

flour and biscuits factory. 

H2: Benefits have a significant effect on performance of employees in the Rasa guba flour 

and biscuits factory. 

H3: Performance management and recognition have a significant effect on performance of 

employees in the Rasa guba flour and biscuits factory. 

H4: Personal development and career opportunities have a significant effect on performance 

of employees in the Rasa guba flour and biscuits factory. 

1.5 Significance of the Study 
 

This study is very useful to Rasa guba flour and biscuits factory and its owners. Knowledge and 

data generated from this study can be used to enhance job performance strategies utilized amongst 

its employees. Equally, the findings of this study can be adopted to enhance reward and 

motivation strategies. Furthermore, given the findings of this study, human resource managers in 

the company can develop reward and motivation strategies that are responsive to employee needs. 

The study helps the management of Rasa Guba flour and biscuits factory identify the weaknesses 

and strengths of their leadership in establishing effective reward system and providing relevant 

information to them to examine their approach in which the immediate directors in managing 

employees establishing effective reward system for motivating them. The study is, therefore, 

expected to provide the necessary data regarding the reward system which Rasa Guba flour and 

biscuits factory is applying. Thus, the specific topic will contribute a lot for works to be done for 

improvement of human resource management in manufacturing businesses. 
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This study is also useful to food complex and other manufacturing industries in Ethiopia in that it 

has detailed findings on how to motivate and reward employees for better job performance. Due 

to the findings of this study, food complex company and other manufacturing industry can 

compare their strategies employed against those of this study and evaluate the impact of their 

strategies. Thus, the study can be used to influence the reward and motivation policies applying 

by firms for their employees. 

The government of Ethiopia may benefit from this study because it may be a source of data and 

knowledge that will help policy makers to develop sector rewards policies and strategies.  

This study might add value and knowledge to the body of researchers and academicians. 

Researchers can utilize these findings as a basis for testing hypothesis, or conducting further 

research, while academicians can utilize it for literature review, conducting further studies. 

1.6 Scope of the Study 
 

This study focused on establishing the effect of employment benefits on the performance of 

workers in the Rasa guba flour and biscuits factory. The study will specifically find out the effect 

of reward management on employees’ performance.   

It is also carried out at the Rasa guba flour and biscuits factory in Kombolcha. Even though the 

mother company Estifanos Mekasha import and export organization has many sister companies 

and businesses, this study covers only Rasa guba flour and biscuits factory found in Kombolcha.  

The study covered the period of between October and June 2020/2021 and the study also used the 

employees who have worked in the factory in the above-mentioned time. 

1.7 Organization of the Paper 

The paper is organized in to five parts. Chapter one presents the background of the study and 

explains the research problem. It also addresses the research hypothesis, the research objective to 

be achieved and the scope of the study. Chapter two focused on the literature review of the 

theoretical arguments from secondary sources such as journal, articles and books etc. The 

empirical studies are assessed in this chapter to enable the construction of the conceptual 

framework of the research. Chapter three described how the research is carried out in terms of 
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research design, sample and sampling procedures, methods of data collection and the methods of 

data analysis. Chapter four was data analysis and presentation. Chapter five finally concludes the 

overall findings of the study and provides recommendations. 

1.8 Definition of Terms 

 Reward management- deals with the strategies, policies and processes required to ensure 

that the contribution of people to the organization is recognized by both financial and non-

financial means (Armstrong, 2007). 

 Reward-is a formal, impartial, and equitable exchange of a material or financial 

expression or appreciation that is conditional on results (Baskar & Rajkumar, 2014). 

 Promotion-is the action of raising someone to higher position or rank or the fact of being 

so raised. 

 Human Resource Management- a strategic and coherent approach to the management of 

an organization’s most valuable asset – the people working there who individually and 

collectively contribute to the achievement of its objectives (Armstrong, 2010).  

 Recognition-is a constructive, genuine feedback based on acknowledging people as 

sincere, worthy of respect, having needs and equipped with their personal expertise 

(Baskar&Rajkumar, 2014). 
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CHAPTER TWO 

REVIEW OF RELATED LITERATURE 

2.1. Introduction 

A very large appropriate body of literature supports and paves a way that a comprehensive reward 

management practice contributes a great deal to correlate with employee’s performance. This 

chapter will review both theoretical and empirical literature by various scholars on the 

relationship of reward and employee’s performance. 

In addition, it tries to cover the concept of reward management, reward system, types of rewards, 

the aim of reward management and the effects of reward types (compensation, benefits, 

performance management and recognition and personal development and career opportunities) 

and practical review of scholars researches.  

2.2. Theoretical Perspective  

2.2.1 Concept of reward management 

The concept of reward management has been discussed by various academicians and researchers. 

A number of writers have defined reward management. Among these authors, Armstrong and 

Murlis (2004) defined reward management as the process of formulating and implementation of 

strategies and policies that aim to reward people fairly, equitably and constantly in accordance 

with their value to the organization. Similarly, Armstrong (2010) stated reward management as 

the formulation and implementation of strategies and policies in order to reward people fairly, 

equitably and consistently in accordance with their value to the organization. It also deals with the 

design, implementation and maintain of reward processes and practices that are geared towards 

the improvement of organizational, team and individual performance. 

Armstrong and Muries (2004) describe reward management process which covers both financial 

and non-financial rewards. Both have an equal importance to play in management of rewards for 

motivation of employees. The main purpose of reward is to attract the right people and provide 

interest to motivate by some types of rewards, so that employees are dedicated to maintaining 
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high level of performances. Other purpose of reward is acknowledging individuals for their 

contribution and performances moreover should foster loyalty and pride in so that employee want 

to stay and strive to do their best (Rose, 2014). In addition, Dayanandan R. (2017) also stated the 

purpose of reward management as the following way, it is attracting and retaining good 

employee, reducing absenteeism, motivating enhanced performance, developing employee skills, 

facilitating organizational culture and strategic objectives, and defining and reinforcing 

organizational structure. 

Rewards can be powerful motivators and significant interventions for improving employee 

performance and satisfaction (Armstrong, 2010). The purpose of employee reward practices and 

policies is to help attract and motivate high qualified people. Getting it wrong can result to 

negative results on the performance, commitment and morale of employees. Rewarding workers 

by the employer as a result of increased performance can give the workers an incentive to perform 

better and become more productive. Due to a good reward system improves attendance and can 

also result to non-absenteeism in the workplace. Improve retention that increases employee 

engagement and improve attitude toward the organization. 

2.2.2 Reward system 

Reward system is a method that established by a management in an organization when the 

organization wants to do in the longer term to develop and implement reward policies, practices 

and processes that will further support the achievement of its business goals and meets the needs 

of its stakeholders. It is based on an understanding of the needs of the organization and its 

employees and how they can best be satisfied. It is also concerned with developing the values of 

the organization on how people should be rewarded and formulating guiding principles that will 

ensure that these values are enacted. According to Armstrong (2007) the reward system has 

various elements which are interrelated to each other. These are reward strategies, reward 

policies, reward practices, reward processes and reward procedures. Trivedi (2012) strengthen this 

idea as reward system should be objective oriented, employee expansion, proficiency measures, 

and teamwork. This will have decentralized the decision making downwards the pecking order to 

authorize those performing the tasks. This will interpret into better reward scheme and better 

confidence among employees. In sequence to create a competitive frame, many organizations are 
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now doing more with less employees. It is very important that people are rewarded for using 

efficient and moral problem-solving and decision-making traits.  

The idea of reward system has emphasized that the reward system in a given organization would 

have a positive motivational impact when the system is fair and tied to employee performance. 

Organizations must be conscious of using reward system that better suites the organization culture 

to enhance the employee performance (Trivedi, 2012). Firms need to have appropriate pay 

systems that encourage and reward employees to always stay focused on their efforts in an 

efficient manner and to always do the right thing. At the meantime, managers and entrepreneurs 

should be moving toward greater alignment between performance management and company 

strategies, values, and quality measures. Thus, reward should be linked with goal setting, 

employee development, competency measures, and team performance. According to Mujtaba & 

Shuaib (2010) an effective reward system could have the power that affects the morale and 

productivity of each individual. An organization reward system is the way by which it motivates 

and de-motivates certain traits of the employees. The most vital tool of the reward system 

contains salaries, bonuses and benefits. The reward system as a means to support the novelty by 

workforce is an emotionless but effective management technique. Once the members of an 

organization understand that they will be rewarded for such tasks, they are more likely to work 

resourcefully. The proposal to offer financial and non-financial rewards to people and groups who 

enlarge the innovative ideas is vital for organizations (Trivedi, 2012). According to (Aktar et al, 

2012), rewards were one of the important elements used to encourage employees for contributing 

their best effort to generate innovation ideas that lead to better business functionality and 

furthermore, improves company’s performance both financially and non-financially. 

Organizations can also gain more overall performance benefits from their rewarded employees. 

The study carried out (Rizwan & Ali, 2010) stressed that human resources are the most essential 

area among all resources of the organization; and they added that competent, knowledgeable and 

motivated personnel not only essential in overall performance of an organization but also can help 

to make the organization more competitive, more value added and cost effective. 

2.2.3 Types of rewards 

Different scholars and researchers categorized rewards in different ways. Rewards can be 

classified as extrinsic or intrinsic, or financial or non-financial. Extrinsic rewards are tangible 
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rewards and these rewards are external to the job or task performed by the employee. External 

rewards can be in terms of salary, incentives, bonuses, promotions, job security, etc. Intrinsic 

rewards are intangible rewards or psychological rewards like appreciation, meeting the new 

challenges, positive and caring attitude from employer, and job rotation after attaining the goal. 

According to Yousaf et al (2014) rewards are categorized into two groups, financial and 

nonfinancial rewards. The financial rewards are also called extrinsic rewards and the non-

financial rewards are called intrinsic rewards. Other researchers like Carol S. & Judith M, H. 

(2000) argued that, three types of rewards existed and to which individuals are normally attracted 

to and seek from their organization; these are extrinsic, intrinsic and social rewards.  

The study of Gomez-Mejia & Balkin (1992) illustrates the differences between extrinsic and 

intrinsic rewards. Extrinsic rewards refer to physical benefits provided by the organization such as 

pay, salaries, bonus, fringe benefits, and career development opportunities. Intrinsic rewards on 

the other hand, refer to the rewards that come from the content of the job itself and encompass 

motivational characteristics of the job such as autonomy, role clarity and training. In addition, 

Baron (1983) explains elements of intrinsic rewards like appreciation, meeting the new 

challenges, positive and caring attitude from employers, job rotation, and sense of achievement, 

professional growth and individual recognition. 

The other types of rewards are social rewards as McCoy, Thomas J. (1992) illustrate in their 

study. Social rewards as the name indicates the interaction with other people on the job and may 

include, having supportive relationships with managers, supervisors and coworkers. 

According to Carol & Judith (2000) definition, social rewards are non-related factors such as the 

interpersonal relationships with colleagues and supervisors support. Social rewards can be 

classified into tangible and intangible rewards. Tangible social rewards induce positive senses of 

well-being when one receives an object that fosters a confident sense of wellbeing, like a 

treasured toy, piece of jewelry, monetary incentive, etc. In contrast, intangible social rewards are 

not physical objects but are stimulated during social interactions. Social interactions generate a 

positive sense of wellbeing when one feels that one belongs, is accepted by others during social 

interactions, and is able to experience mastery during tasks or during social interactions. Both 

tangible and intangible sensory and intangible social rewards are capable of implanting rewarding 

outcomes of positive senses of well-being and positive emotions like pleasure and contentedness. 



12 
 

Human beings and animals like hope, anticipate, and expect to obtain rewards and associated 

positively rewarding outcomes.  

Gomez- Mejia et al (2003) cited in Isaac (2008) use the term “social rewards”, and suggest that a 

social reward can be various things, such as constructive criticism, office party or further 

education. Social rewards, according to this researcher strive to create a pleasant working 

environment and helps a company owner to attract competent and skilled workforce. 

 Rewards can be classified as extrinsic or intrinsic, or financial or non-financial rewards as 

depicted in Figure 2.1  

 

Figure 2.1: The structure of different types rewards. (Source: Abulraheem S., 2016) 

2.2.4 The aim of reward management 

Reward system is very important in any organization as the development that is in charge of 

human behavior within an organization. It helps to authenticate not only productivity in relation to 

current objectives but also reassures the possibility of people unification and remaining in an 

organization. According to Elizabeth (2015) if reward systems planned or monitored correctly, it 

can direct to fascinating behavior for an enterprise. On the other contrary, if incorrectly planned 

or monitored, reward systems can lead to the firm decline of an organization. Generally speaking, 

if a reward system aligned with business strategies and the needs of both the employees and 

employers, it is a best tool for organization to be effective. 

Armstrong (2006) identified the following aims of reward management. 
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 Reward people according to what the organization values and wants to pay for; 

 Reward people for the value they create; 

 Reward the right things to convey the right message about what is important in terms of 

behaviors and outcomes; 

 Develop a performance culture; 

  Motivate people and obtain their commitment and engagement; 

  Help to attract and retain the high quality (talented) people the organization needs; 

 Develop a positive employment relationship and psychological contract; 

 Align reward practices with both business goals and employee values; 

  Operate fairly -people feel that they are treated justly in accordance with what is due to 

them because of their value to the organization (the ‗felt-fair ‘principle); 

 Apply equitably-people are rewarded appropriately in relation to others within the 

organization, relativities between jobs are measured as objectively as possible and equal 

pay is provided for work of equal value; 

 Function consistently-decisions on pay do not vary arbitrarily and without due cause 

between different people or at different times; 

 Operate transparently – people understand how reward processes operate and how they are 

affected by them.  

2.2.5 The effect of reward types on employees’ job performance 

Organizational reward system has a significant impact on employees' performance and rewards 

can be either tangible or intangible. Various forms of pay, such as salary, commissions, bonuses, 

employee ownership programs and various types of profit or gain sharing programs, are all 

important tangible rewards. 

Johnson & et al (2010) outlines the aims of reward system to include: attract, retain and motivate 

employee, to support the attainment of the organization’s strategic and short term objectives by 

helping to ensure that it has the skilled, competent, committed and well-motivated work force it 

needs, to meet the expectations of employees that they will be treated equitably, fairly and 

consistently in relation to the work they do and their contribution. Alamdar et al (2011) found that 

there is positive relationship between equity based compensation and performance. It was further 
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concluded that compensation plays vital role in human capital intensive firms to attract and retain 

expert workforce. 

Employee performance is defined as the achievement of set standards in terms of accuracy, and 

completeness over a specified period of time (Afshan et al., 2012). Performance is considered as 

job-related activities that an organization is expected to perform. It focuses more on the capability 

of an organization to accomplish its goals and objectives. Some of the factors that determine 

organizational performance include presence at work, timeliness of output, quality, and quantity 

of output and usefulness of output (Nthiga et al, 2019).  

Numerous studies suggested that, pay is directly related with productivity. Firm’s reward system 

plays a critical role in motivating employees to perform creatively. Effective reward and 

recognition system can be a good motivator but inappropriate reward and recognition program 

increase inauspicious of the employees. Organizations provide rewards to their workers in order 

to try to motivate their performance and encourage their allegiance and retention. Several types of 

financial incentive systems are present. Some directly provide the employee with hard cash. 

Bonuses based on productivity against budget, quality or other benchmarks may be used as 

immediate financial incentives. According to Luthans (2008), organizational rewards take a 

number of different forms including money (salary, bonuses, and incentive pay), recognition and 

benefits.  

One objective of the organization is profitability. The success of the organization depends on the 

employee’s performance and one of the most effective ways to increase business performance and 

profits is to increase the performance improvement from the lowest level of employees in the 

organization to senior management by creating a well-rounded approach of reward system to all 

employees (Al-Ahmadi, 2009). Rewarding employee performance is an important tool in 

motivating employees via influencing their behavior and attitudes. Moreover, both monetary and 

non-monetary benefits have an essential role in appealing to the employment of new employees 

and the retention of quality ones into the organization’s workforce. It would be plausible for the 

management to include bonuses which are linked to various performance measures, recognition of 

high-performing employees, according them higher status as well as assigning the employees 

more responsibility (Armstrong, 2010). Eventually, when employee performance and reward 

system is managed effectively, the organization’s objectives, missions, and strategic plans will 
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correspond with individual employees’’ objectives. Furthermore, through the use of results, 

behaviors and actions identified during a performance appraisal, the organization will be in a 

better position to set clear performance expectations and objectives. 

2.2.5.1 The effect of compensation on employees’ performance 

Different scholars defined the term compensation. According to Ivancevich (2010) 

"Compensation is the Human Resources Management function that deals with every type of 

reward individuals receive in exchange for performing organization tasks. That means 

compensation in return for work done by the company in the form of rewards for employee work. 

Similarly, Malkovich et al (2013), state the term as “Compensation are all forms of financial, 

services, and benefits gained employees as part of employment relationships". Bernadine (2007) 

also define the term compensation as all forms of financial results and actual benefits received by 

workers as part of an employment relationship. 

Someone works to give time, thoughts, and energy to the organization and as a counter-

achievement, the organization must provide appropriate compensation or compensation to meet 

the needs of life themselves and their families (Azis, 2020). Compensation is important for 

employees as individuals because the amount of compensation reflects the size of their work 

among the employees themselves, family and community. Compensation rewarded based on the 

performance of employees which means that compensation is not given based on employee 

seniority or the extent of time they worked. Compensation plays an important role because in 

general employees want balanced compensation from the company; also expect guaranteed 

welfare for themselves and also their families while they are still actively working and when they 

reach retirement.  

According to Wibowo (2007) compensation can be classified as direct compensation and indirect 

compensation. Direct compensation is management compensation such as wages and salaries or 

pays for performance, such as incentives and gain sharing. Meanwhile, indirect compensation can 

be in the form of benefits or guarantees for safety and health. Providing compensation can occur 

without any relation to achievements, such as wages and salaries. Wages are compensation in the 

form of money paid for the time that has been used while salary, is compensation in the form of 
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money paid for the release of responsibility for work. Wages are used to providing compensation 

to less-skilled workers, while skilled workers are usually used to understand salary (Azis, 2020). 

2.2.5.2 The effect of benefits on employees’ performance 

Most organizations view rewards as a means of motivating certain behaviors in employees. 

Specifically, rewards are intended to motivate employees to perform effectively and efficiently 

towards achieving organizational goals. Benefits are the effective employee’s motivational tools 

among rewards which is applied by effective managers. Benefits are more associated with 

providing benefit and creating working conditions so that workers feel more comfortable and 

sense they are getting the attention of their superiors. 

Lucifera (2015) argues that employee benefits such as promotion greatly make workers satisfied 

and concentrate leading to empowered and improved performance. Promotions at work come 

along with core benefit package such as health care, pension and paid leave. The benefits given by 

the organizations also can retain the workers to being loyal. In a swift challenging world, one 

company may offer different benefits with other companies. The best company’s benefit provided 

may draw and hold the employees especially in a competitive labor market. 

The study of Condly et al (2012) found out that although there are potentially a very large number 

of incentives that could be utilized, a useful distinction is between the material and the 

nonmaterial. Additionally, material (or tangible) incentives could be broken down further into 

monetary and non-monetary. Thus, three incentive types were identified: monetary (cash); non-

monetary tangible (rewards such as restaurant coupons for meals or vacation trips); and non-

monetary intangible (“employee of the week” recognition, positive performance reviews, and 

public praise from management). 

According to Awases (2006) payment and incentives such as medical, transport and housing 

allowances are seen as having a profound effect on performance. Raising medical allowances in 

developing countries where workers are paid less than in developed countries will increase 

productivity; however, it may be less successful in countries where salaries are already high. On 

the other hand, increasing wages and other nonfinancial benefits such as accommodation, 

transport, on-the-job training and opportunities for promotion and rotation has been shown to 

increase productivity. 
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A benefit that workforce is given with their job in addition to pay are called peripheral benefits. 

The employee creativity is influenced by the availability of unconventional benefits. The 

provision of fringe benefits would be creating an optimistic, creative work environment and 

increases output and sales. Creative labor force would be lead to organizational excellence, 

success, excellent quality and cost control. In fact, fringe benefits play a significant role to 

motivate employees because they induce the workforce to put extra efforts as much as the 

incentive of money does. No doubt money is a big factor to motivate the employee, but the fringe 

benefits have their own importance. It is important for managers to realize that the employees 

must be given the better working conditions along with the fringe benefits so that they give their 

best (Girma et al, 2019). 

2.2.5.3 The effect of performance management and recognition on employees’ performance 

According to Sandra (2012) “Recognition is to acknowledge someone before their peers for 

desired behaviour or even for accomplishments achieved, actions taken or having a positive 

attitude. Gratitude on the other hand centers on showing gratitude to an employee for his or her 

action. Such rewards help employees to measure their performance and know whether they are 

doing good or bad.” An important function of recognition for work is that it provides feedback 

concerning the competency of one's job performance. Thus praise indicates that one has done his 

or her work correctly and according. 

Recognition can emanate in several forms such as employee awards, pay raises, promotions, and 

physical and verbal support. The key is not necessarily what recognition is conferred, but the fact 

that the employee is being recognized. Further to this it is important to provide a forum for this 

recognition so the employees can receive the accolades in front of their peers (Girma et al, 2019). 

Singh J. (2013) provides advice to any leader of change as being one of the most important tasks 

when they to recognize employees as effective performer, they must recognize before their 

colleagues and staffs. This is an important tool for adjustment of workforce attitudes and 

improvement of all achievements of all employees in an organization. 

Nelson (2004) noted that praise and recognition are the most efficient intrinsic rewards an 

employee wants to hear as employees want to feel that they are making a contribution at their 

workplaces. He quoted Elisabeth Kanter on his article who said that “Compensation is a right; 
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recognition is a gift.” Nelson also said that recognition, especially if showed in public in front of 

the other employees sends favorable signals to the other employees of which kind of behavior is 

preferred and desirable by the management. 

2.2.5.4 The effect of personal development and career opportunities on employees 

performance 

The advancement of an employee from one job position to another job position that has a higher 

salary range, a higher level job title, and, often, more and higher level job responsibilities, is 

called a promotion. Sometimes a promotion results in an employee taking on responsibility for 

managing or overseeing the work of other employees (Girma et al, 2019). 

If organizations want to accelerate performance of employees in the organization, fair 

promotional opportunities should be given to employees. Furthermore, in managing people who 

work for the organization, the management has to play smart in attracting, retaining and 

motivating them. 

2.3 Empirical Reviews 

Reward System plays a vital role in enhancing employee creativity. Rewards are management 

tools that hopefully contribute to firm’s effectiveness by influencing individual or group behavior. 

All businesses use pay, promotion, bonuses or other types of rewards to motivate and encourage 

high level performances of employees. In addressing employee creativity and for accomplishment 

of organizational goal, it is important for the management to make effective use of both 

extrinsic& intrinsic reward systems for their employees. In addition, the management needs to 

assess reward practice of similar institutions & make necessary adjustments (Girma et al, 2019). 

Research has suggested that reward causes motivation of the employee which directly influences 

performance of the employee (Kalimullah, et al, 2010). Money is the fundamental inducement; no 

other incentive or motivational technique comes even close to it with respect to its influential 

value. It has the supremacy to magnetize, retain and motivate individuals towards higher 

performance. Frederick Taylor and his scientific management associate described money as the 

most fundamental factor in motivating the industrial workers to attain greater productivity (Abadi 

et al, 2011).  
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According to Ahmed et al (2017) research results which was conducted in private banks in 

Pakistan on the title of the relationship between rewards system and employee performance the 

effect of the rewards system on employee performance show that there is the presence of a 

relationship between intrinsic and extrinsic rewards on employee performance and has a 

significant effect of intrinsic and extrinsic rewards difference on employee performance of the 

banking sector in Pakistan. 

Armstrong, (2010) argues that lump sum merit awards provide financial recognition for an 

individual's job performance in lieu of merit-based salary increases hence more employee 

retention. This is an effective way to provide financial recognition, especially to those individuals 

whose base salary is already relatively high. The lump sum merit award must be re-earned each 

year and is usually paid during an annual salary review period. Research result of by Ghazanfar et 

al (2011), showed that satisfaction with compensation has strong and significant effect on work 

motivation. Flexible pay incentives, overtime, bonuses and benefits has positive effect but 

insignificant on workers’ motivation. 

Many organizations are increasingly making use of employee recognition to encourage employees 

to achieve high performance and productivity. Research has shown that effective recognition 

occurs in organizations that have strong sympathetic culture, understand the psychology of 

praising employees for their good work, and apply the principles of employee recognition 

(Amoatemaa et al, 2016). 

2.4. Conceptual Frame Work 

According to Jabareen (2009), a conceptual framework represents a network of interconnected 

concepts from which a complete understanding of a phenomenon is derived. Based on the overall 

review of related literatures and the theoretical framework, the following conceptual model was 

developed. This framework attempts to determine the effect of reward practices on employees’ 

job performance, in case of Rasa guba flour and Biscuits factory. As explained in the literature, 

rewards have significant effect on employees’ performance. Rewards like compensation, benefits, 

performance management and recognition, and personal development and career opportunities, 

have been taken as independent variables while, employees job performance taken as dependent 

variable. Then the following conceptual framework is developed. 
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Figure 2.2: Conceptual Framework of the Study-Developed by the Researcher  

Managing reward is a requirement for productivity. In order to make employees satisfied and 

committed to their jobs in manufacturing industry, there is need for strong and effective reward 

management system at the various levels, departments, and sections of the factories.  

Rewards increase the job satisfaction among high performers and act as an incentive for low 

performers. The systems may vary in different organizations because of workforce personalities, 

backgrounds and preferences, hence, all reward systems have the same objective to motivate 

employees for continuous improvement, personal development and professional growth 

(Emelianova, 2019). 

According to Shields J. et al. (2015), reward system should be created based on the needs and 

preferences of employees as someone’s needs may be fulfilled by monetary rewards while others 

are searching for promotion, appreciation, increase of responsibilities, trainings and other types of 

non-monetary rewards. An efficient reward system should be flexible and contain both monetary 

and non-monetary rewards to meet the expectations of all employees. Research found that there is 

positive and significant relationship between compensation and employee motivation. 

Compensation has positive effect on worker motivation and performance. Similarly, Javed et al. 

(2010), examined relationship between compensation and employee motivation. This study 
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results show that compensation has significant effect on organization motivation. employee 

compensation can include many different types of rewards and benefits such as salaries, incentive 

payments and other benefit and services that initiate the level of motivation. If an employee 

believes he/she is poorly paid, that employee will likely reduce expected effort through go slows 

and being absent. 

According to Markova and Ford (2011) the real success of companies originate from employees’ 

willingness to use their creativity, abilities and know-how in favor of the company and it is 

organization’s task to encourage and nourish these positive employee inputs by putting effective 

reward practices in place. A well-managed organization can motivate and retain employees and 

hence has the following advantages: reduce turn over, reduce absenteeism, increase productivity 

and improve performance (Addisu, 2018).  

Frye (2004) cited in Abejirinde, (2009) and Alamdar et al (2011) found that there is positive 

relationship between equity based compensation and performance. It was further concluded that 

compensation plays vital role in human capital intensive firms to attract and retain expert 

workforce. It is important factor in attracting new talents to an organization as well as retaining 

talents. Compensating employees well is one way for an organization to reinforce an employee's 

value to the organization. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1. Description of the Study Area  

Rasa Guba flour and biscuits factory is one of the organizations which is found and led under 

Estifanos Mekasha import-export and manufacturing company. The company has different 

businesses such as import-export, manufacturing, and transportation. It is known by exporting of 

agricultural products especially green mung bean, soyabean and Niger for Asia and Europe 

markets and along with importing vehicles, rice, iron bar, tyres and other finished goods. In 

addition, the company has two crops cleaning machines in Amhara region, Kombolcha and 

Oromia Region, Gelan towns. All projects employed more than 700 permanent and temporary 

employees. Among these companies, Ras guba flour and biscuits factory was established in 2014 

G.C. in Wollo kombolcha far from the capital city Addis Ababa about 375 kilometers. The 

construction of the factory is done on a total land area of 5000 m2, which was given by the City 

Administration of Kombolcha town. Initially the factory starts its work in one shift with 110 

workers but currently it is working in three shifts with 397 employees. The company has 

envisioned to be the leading food complex company in Amhara regional state and in Ethiopia as 

well. Currently, the company is working in full capacity of 24 hours in a day, 26 days in a month 

and 312 days in a year.  

3.2. Research Approach  

According to Creswell (2009), there are three approaches in conducting scientific research, i.e., 

qualitative, quantitative and mixed approach. For this study both qualitative and quantitative 

research approaches are used. Quantitative research answer questions through a controlled logical 

process, allowing for the collection of numerical data, the extrapolation, and the measurement of 

Variables. Whereas, qualitative approach used to analyze open-ended questions and triangulate in 

explaining and interpreting the finding of quantitative study. 
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3.3. Research Design 

Research design is the master blueprint of the research project that help the researcher how to go 

to answer the research questions and done his research in good manner. According to Zikmund 

(2003), research design is a specification of the most relevant operations to be performed in order 

to test specific hypothesis under given conditions. The purpose of this study is to assess the effect 

of reward management on employees’ performance focusing the reward systems, the 

effectiveness of the reward system and the type of reward system which motivate the employees 

to perform well.  

Therefore, the researcher used both descriptive survey and explanatory research designs.  

Descriptive research is important to describe what it is or what the situation looks like based on 

the information, different facts and factors regarding the problem during the time of the study. 

This kind of study concentrates on collecting a detailed field data of things as they exist, with 

limited stress on analysis (Al-Sayah, 2011). Whereas, explanatory research design to explain, 

understand and predict the cause-and-effect relationship between variables that is reward 

dimensions (independent variables) and employee performance (dependent variable). 

The study also used cross- sectional design and survey method. The reason behind using cross- 

sectional design is that it is a reasonable strategy to prefer cross-sectional to obtain relevant 

information from cross section of population at a single point of time. While, survey method to 

provide a quantitative description of the population and determine the relationship that exists 

between the identified variables. 

 

3.4. Population, Sample Size and Sampling Techniques  

3.4.1. Population 

The setting of this research is Rasa guba floor and biscuit factory located in Wollo, Kombolcha. 

The factory report provides that there were a total of 397 employees. The target population was 

employees, department heads and the manager of the factory who are working in Rasa Guba floor 

and biscuit factory. This research, therefore, constituted 393 employees, 3 department heads and 1 

manager with a total of population of 397 as shown in the table. 
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Table 3.1 Population of the Study 

No Name of the Department  in the 

Factory 

No of 

Emplo

yees  

 

 

 

 

 

No of the 

Department 

Head’s in the 

Factory 

 

No of the 

Manager 

 

Total No. 

of 

Employee

s 

 

1. Marketing Department 9 1 1      

 

 

  397 

2. Finance and Administration 

Department 

41 1 

3. Production and Operation 

Department 

343 1 

                                Total  393 3 1 

Source: Report of Rasa Guba Floor and Biscuit Factory in 2013 E.C 

3.4.2 Sample size 

The size of the sample refers to the number of items to be selected from the universe to constitute 

a sample (Kothari, 2004). This research, therefore, covered a total of 393 employees, 3 

department heads and 1 factory manager which constituted a total of 397 participants as shown in 

Table 3.2. 

The total number of respondents that will be included in this study will be determined using 

Yemane (1967) sample size determination formula.   

𝑛 =
N

1+𝑁(𝑒2)
    = 200 employees 

Where,   

n = sample size  

N = Population size (397 employees’) 

 e = error (0.05) 

With a 95% confidence level 

Hence, 200 employees will be selected as a respondent for this study. The following table shows 

the distribution of the total sample size across marketing department, finance and administrative 

department and production and operation department. 
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Table 3.2. Sample of the Study 

No Name of the Department  

in the Factory 

No of Employees in 

the Factory 

 

 

Percentage of total 

employees  

Sample size 

distribution  

1. Marketing Department 10 2.3% 5 

2. Finance and 

Administration Department 

42 10.4% 21 

3. Production and Operation 

Department 

344 87.3% 174 

                                Total  396 100% 200 

*the manager will take as a sample without mathematical equation so the total population is 397.  

Source: Report of Rasa guba flour and biscuit factory in 2013 E.C. 

3.4.3 Sampling techniques 

Regarding the sampling techniques, the researcher used both stratified and simple random 

sampling methods. First, the researcher classified employees based on their departments and then 

select randomly by lottery method.  

The factory has about 397 human powers. From this number of employees, 200 employees were 

selected. Stratified sampling techniques used for providing equal chances to each departments and 

their members. Then, the researcher nominated 200 employees from their departments by simple 

random sampling method. This was done as the samples represent the employees from the 

factory. Once the researcher determined the number of employees, they were selected and wrote 

their names on pieces of paper from their attendance sheet by rolling and drawing the paper in the 

factory. 

3.5. Data type, Source and Collection Procedure 

3.5.1 Data type 

For the purpose of this research, primary data are utilized in order to generate quantitative data for 

its successful accomplishment. Considering that using primary data instead of secondary data is 

more credible, researcher will collect primary data by distributing structured questionnaire for the 

employees of Rasa guba flour and biscuits factory. On the other hand, the secondary data were 
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collected from sources like prior researches, journals, articles, books, internet websites and 

different manuals and documents of the company. Even if secondary data are less reliable, they 

are less time consuming and costly compared to primary data. The researcher collected secondary 

data for complementing the data obtained from the primary source. 

3.5.2 Data source and collection procedure 

The researcher used both the primary and secondary data to accomplish this study. Consequently, 

the manager and employees of the Rasa guba flour and biscuit factory were used as primary 

sources, and documents used as secondary sources of data in this study. 

The researcher met the factory manager and introduced himself to seek permission, to ask lists of 

employees in the factory to administer the questionnaire and conduct document analysis. Before 

the questionnaires was administered, the researcher selected the sample employees using both 

stratified and simple random sampling. The researcher oriented the respondents about the purpose 

of the questionnaire together with the department heads. Finally, after questionnaires returned to 

the researcher, document analysis carried out in the factory with the help of the factory manager 

discussing freely with them about the issues in friendly way. 

 3.6. Data Collection Tools 

3.6.1 Questionnaire 

The data for this study was obtained from primary and secondary sources. The primary data was 

collected from respondents through questionnaires of employee job performance scale (Wright et 

al, 1995). According to Leary (2004), questionnaire is usually inexpensive, easy to administer a 

large number of employees and less time-consuming and normally gets more consistent and 

reliable results than other instruments. A questionnaire including close and open ended items will 

be used by the researcher to investigate the reward management system of Rasa guba floor and 

biscuit factory. The questionnaire contains two parts. In the first part, demographic information 

such as sex, age, educational qualification, working experience, salary and profession that would 

affect the management system of reward as these information helps to see the status of the 

respondents. In the second part 49 questions 10 focusing on compensation offered, 9 on the 

benefits, 10 focusing on performance management and recognition and the other 10 questions 
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focused on personal development and career opportunities and the last 10 questions belongs to 

employees’ job performance. To know if there were other reward systems means used out of 

those expressed in the closed item, an open ended question will be included. The practice of the 

open-ended questions was aimed at providing the respondents with the opportunity to freely 

express their personal views and opinions regarding the study variables and the intended 

objectives. The points in the questionnaire were scored 5- point Likert scale where 5= Strongly 

agree, 4=agree, 3 = Neutral, 2-= Disagree and 1=Strongly disagree.  

Whereas the secondary data was obtained from the company annual reports, periodicals, 

administrative regulations, journals, books, and other published and unpublished documents. 

3.7 Data Analysis Methods 

To determine the roles of reward management in Rasa guba flour and biscuit factory, the data that 

were collected from employees through questionnaire were analyzed mainly by the help of Stata 

13. After the collected data were rearranged, edited and calculated in order to become complete, 

they were analyzed using descriptive statistics, and by multiple linear regression analysis. The 

descriptive statistics (mean. frequency, percentage and standard deviations) was used to analyze 

the general trends of the data. The descriptive statistics were analyzed using the Stata 13. And 

Multiple Linear regression employed to know cause and effect of the relationship between 

variables and to assess the impact of different types of rewards on performance of employees. In 

Addition to those Pearson correlation was used to determine the relationship between the 

independent and dependent variables by the help of the software. 

3.8. Ethical Considerations 

According to Cooper and Schindler (2014), ethics are the norms that guide moral choices about 

our behavior and our relationships with others. In this study, the researcher will be taking an 

official letter of cooperation from the department 'to whom it may concern.' Then, the researcher 

was conducting ethically because it is one of the main issues for every research. So that, the 

researcher ethically considers before collection of data to understand the respondent’s willingness, 

without forced and harmfully to answer the given question, clearly explain the purpose of the 

study, there was not express their personal information in the answer of the questionnaire, keep 
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the time when the respondents’ interest, keep confidentiality for any things and researcher 

appreciated and thanks their collaboration of the respondents. 

3.9. Model Specification 

The following model was used to predict the possible variation of dependent variable (employees’ 

performance) due to the change on independent variables (compensation, benefits, personal 

development and career opportunities, and performance management and recognition) of the 

study. 

Y= 0+ ꞵ1X1+ꞵ2X2+ ꞵ3X3+ꞵ4X4+ε 

Where:  

Y = the predicted value of the dependent variable (employees’ performance) 

ꞵ0 = the Y intercept or constant 

β = coefficient of independent variables 

X1-X4= independent variables 

ε = standard error 
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CHAPTER FOUR 

RESULTS AND DISCUSSION 

4.1. Introduction 

This chapter focuses on data analysis, interpretation and presentation of the findings to 

authenticate and verify the proposed hypotheses. The responses obtained from the respondents 

were summarized and presented in tables and figures. The survey questionnaires were distributed 

to 200 participants. Of the 200 participants, 182 the questionnaires are returned, accounting to a 

response rate of 91%.  Background information of the respondents were discussed and presented 

in this chapter. In addition, the statistical methods of analysis were discussed, which encompassed 

with a descriptive analysis, a correlation analysis, and a regression analysis on employee 

performance through Stata 13 software program. 

4.2. Demographic Characteristics of the Respondents 

This section deals with the analysis of the respondents’ general information including sex, age, 

work experience, educational level, monthly income, and profession. Distributions of respondents 

according to demographic variables are presented in Table 4.2. 
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Table 4.2: Demographic distribution of respondents  

Variable Category Frequency Percent Cumulative 

Sex Male 121 66.48 66.48 

Female 61 33.52 100.00 

Age (years) 20-25 Years 131 71.98 71.98 

26-30 Years 44 24.18 96.15 

31-35 Years 5 2.75 98.90 

>35 Years 2 1.10 100.00 

Work experience (years) <=6 Months 89 48.90 48.90 

6 Months - 1 Year 74 40.66 89.56 

1-2 Years 16 8.79 98.35 

>2 Years 3 1.65 100.00 

Educational level Certificate 131 71.98 71.98 

 Diploma 44 15.38 87.36 

First Degree 5 12.09 99.45 

Masters and above 2 0.55 100.00 

Monthly Salary <2000 Birr 153 84.07 84.07 

 2000-5000 Birr 24 13.19 97.25 

 5001-8000 Birr 5 2.75 100.00 

Profession  Technician 14 7.69 7.69 

 Administrative 15 8.24 15.93 

 Laborer 153 84.07 100.00 

Source: Stata 13 Output based on Survey Data, 2021 
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The majority of the respondents were male 121 (66.48%) and the rest 61(33.52%) were female. 

These indicate that the number of male respondents in the study was higher than that of females, 

which can be due to the nature of the work may require more force in Rasa guba flour and biscuits 

factory where male employees formed the majority of the target population. In terms of age, the 

highest age group of respondents 131(71.98%) included those between 20-25 years and the lowest 

was those above 35 years (1.10%). The rest age category (26-30 and 31-35) will cover 

44(24.18%) and 5(2.75%) of the population respectively. From the result, we perceived that the 

majority of employees of the factory are young and productive. The factory has enormous future 

human resource potential as the majority of the employees tended to serve longer until their 

retirement. Hence the Rasa guba flour and biscuits factory does not face the problem of aged 

employees. For that reason, the company reward package design should accommodate its 

workforce age composition. Since, youngsters are more volatile for turnover, money and other 

differentials. As respondents’ educational level was considered, majority 131(71.98%) of the 

respondents are certificate holder, while 44(15.38%) and 5 (12.09%) had diploma and first 

degree, respectively. Only 2 (0.55%) have master’s degree. These imply that the majority of the 

respondents were certificates, which revealed the general gawk of employees in the factory.  

According to the respondents’ work experience, the majority of the respondent 89(48.90%) 

worked below 6 months and about 74 (40.66%) of the respondents stayed in the factory between 6 

months to 1 year. It is shown that about 89.56% of the respondent’s experience is not more than 1 

year. The rest of the respondents served 1-2 years 16(8.79%) and above 2 years only 3 (1.65%). 

Relatively, the smaller proportion of employees who served above 3 years might be partly related 

with the age of establishment and commencement of its business. Now, the factory is 6 years old 

since it was established in 2014 G.C. Distribution of the respondents according to their monthly 

salary, the majority salaried below 2000 ETB 153(84.07%).  The respondents who waged 

monthly salary of 2001– 5000 and 5001 - 8000 ETB were 24(13.19%) and 5(2.75%), 

respectively. As it is displayed on Table 4.2, the majority of the respondents153(84.67%) are 

operational staffs(laborer). Whereas, 15(8.24%) and 14(7.69%) of them are administration 

(management) and technician (machinist) staffs respectively. The result shown that majority of 

the employees in the factory covered by operational staff so it creates an opportunity to the 
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factory management to open different reward packages for enhancing their motivation and 

performance.  

4.3. Descriptive Analysis  

Table 4.3 below shows the mean and standard deviations of reward variables such as 

compensation, benefits, performance management and recognition, and personal development and 

career opportunities.   

Table 4.3: Summary Statistics on Continuous Variables 

Variables Obs. Mean Std. Dev. Min. Max. 

Employee Performance 182 2.3247 0.7396 1.00 4.00 

Compensation Offered 182 2.2005 0.7120 1.20 3.90 

Benefit 182 2.8937 0.9850 1.00 5.00 

Personal Development 182 2.5049 0.7961 1.00 4.70 

Performance Recognition 182 2.2472 0.7155 1.20 4.20 

Source: Stata 13 Output based on Survey Data, 2021 

Obs. = Observations; Min = minimum; Max = maximum; SD = standard deviation  

The table 4.3 of Descriptive Statistics shows that the direction of employee performance with 

independent variables such as compensation, benefits, personal development and career 

opportunities and performance management and recognition are ranged from (M=2.20, SD=.0.71) 

to (M=2.89, SD=0.98). The mean value for compensation is lowest value (M=2.20, SD=0.71) and 

benefit is highest value (M=2.89, SD=0.98). From the results it may be seen that the mean on 

personal development and career opportunities is relatively moderate (M=2.50, SD=0.79). The 

mean on performance management and recognition is rather low, (M=2.24, SD=0.71) at 5-point 

scale.  

Results of the descriptive statistics in terms of mean and standard deviation show that the reward 

of the employee in benefits and personal development and career opportunities in the samples are 

relatively good. But other variables like compensation and performance management and 

recognition have mean value of below the average of five Likert scale which implies the 

employees are not satisfied by these packages especially with payment given by the factory which 
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have the lowest mean value with mean (M=2.20 and SD=0.71). Mean value for employee 

performance is (M=2.32, SD= 0.73) which shows the overall performance of Rasa guba flour and 

biscuits factory employees. The result implied that, on the average, the employees of Rasa guba 

flour and biscuit factory are not amply motivated with overall job. From the above result we can 

come to conclusion as the management and owner of the factory should review and improve the 

reward packages especially compensation (salary) set to employees in order to bring a higher 

performance. 

4.4. Pearson Correlation Analysis  

Pearson’s correlation coefficient was used to determine the direction and strength of the 

relationship between variables. It was applied to test the “interdependency” of the variables. 

Although this statistic is over a century old as it was coined by Karl Pearson in 1896, it is quiet 

strong and one of the most used statistics today. The correlation coefficient is denoted by ‘r’ and 

can be taken only the value ranged from – 1 to + 1; i.e. if r = +1, indicates a perfect positive 

relationship, and r = -1, perfect negative relationship (Pallent, 2003).  
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Table 4.5: Correlation between reward management and employee performance 

Source: Own survey, 2021 

As indicated in table 4.5, the result revealed highly significant positive linear relationships 

between each variables and employee performance (p < 0.01). Considering the degree of the 

relationships, using the commonly used guideline proposed by Pallent (2003, Table 4.4), criteria 

the Pearson Correlation of performance management and recognition (r=.27) with employee 

performance reflects weak correlation, definite but small relationship with employee performance. 

Personal development (r=.6941), compensation (r=.64) and benefits (r=.61) indicate strong 

positive correlation and very dependable relationship with employee performance. Similar results 

obtained in research done by Aktar et al (2012) in Commercial banks of Bangladesh to effects of 

rewards to employees’ performance i.e. (r=0.549, p<0.01) for extrinsic reward and i.e.  (r=0.496, 

p<0.01) for intrinsic rewards, there exist a positive and statistically significant relationship in 

between. 

  EP CO B PD PR 

Employee Performance 

(EP) 

r   1.0000     

P-value      

 Freq.  182     

Compensation Offered 

(CO) 

r   0.6491* 1.0000    

P-value 0.0000     

 Freq.  182 182    

Benefit (B) 

 

r   0.6100* -0.0300 1.0000   

P-value 0.0000 0.6874    

 Freq.  182 182 182   

Personal Development 

(PD) 

r   0.6941* -0.1403 -0.0457 1.0000  

P-value 0.0000 0.0589 0.5397   

 Freq.  182 182 182 182  

Performance Recognition 

(PR) 

r   0.2754* 0.2127* 0.0080 0.1872** 1.0000 

P-value 0.0002 0.0039 0.9143 0.0114  

 Freq.  182 182 182 182 182 
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4.5. Linear Regression Analysis  

4.5.1 Classical linear regression model assumptions tests 

Multiple regression was used to assess the direction of relationship that exist between independent 

variables; compensation, benefits, personal development and career opportunities and 

performance management and recognition, and employee performance. For a better understanding 

of the relationships between reward management and employee performance in a projecting 

manner, a multiple regression analysis was also conducted. According to Chatfield (1993) 

Multiple regression analysis (MRA) is a multivariate statistical technique that is used for studying 

the relationship between a single dependent variable and several independent variables. It affords 

a method to predict the changes in the dependent variable in response to changes in more than one 

independent variable. Therefore, it helps to determine the relative importance of each predictor as 

well as to ascertain the collective contribution of the independent variables (Sekaran, 2003). 

However, multiple linear regression needs several basic assumptions to be tested before the 

analysis is conducted. The five basic assumptions are linearity, normality, multi-collinearity, 

autocorrelation and homoscedasticity. For the purpose of this study, three of the basic 

assumptions (normality, multi-collinearity and homoscedasticity) were tested because of their 

stringent nature. Moreover, an autocorrelation test was not undertaken since it is viable for time 

series data, but the nature of the current data is a cross-sectional.  

Linearity test 

In multiple linear regressions, the first assumption to be tested is linearity. Linearity means the 

relationship between dependent and independent variables is to be linear. This relationship 

characterized by a straight line. Linearity allows the researcher to predict the dependent variable 

based on one or more several independent variables. The assumption was checked through a 

scatter plot by looking at whether the two variables approximately form a straight line. Therefore, 

the linear relationship between the dependent (employee performance) and independent (reward 

management such as compensation, benefits, personal development and career opportunities and 

performance management and recognition) variables were confirmed through the scatter plot 

(Figure 4.1). 
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Figure 4.1: Linearity test 

 

Normality test 

Normality assumes that the data to be normally distributed (symmetry about the mean). The 

normal distribution of data characterized bell-shaped means that the data has spread evenly so that 

it can represent the population. Data that is not normal, can be distinguished by the level of 

skewness, that negative skewness indicates scores are clustered to the right (the data tends to 

skew to right), whereas positive skewness indicates a clustering of scores at the left side of the 

graph (positive skewness). Normally distributed data is symmetrical about the mean, has zero 

skewness (Ainiyah and Deliar, 2016). Accordingly, frequency distribution of employee 

performance scores of employees in Rasa guba flour and biscuits factory was tested for its 

normality. The employees’ performance score, visualized by bell-shape (Figure 4.2), was 

reasonably normally distributed.  
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Figure 4.2: Normality test  

 
 

Multi-collinearity test 

In multiple regression analysis, the regressor variables should not significantly correlated to each 

other because if any two variables are correlated, the real magnitude of the relationship they have 

with the dependent variable is either supposed best or it can be miserable. If there is a multi-

collinearity problem, variance of the model and variances of coefficients will be inflated (Lynn, 

2012). According to the author, multi-collinearity problem commonly occurs when a large 

number of independent variables are incorporated in a regression model because some of them 

may measure the same concepts or phenomena.  

Multi-collinearity problem can be detected either by computing correlation coefficients of 

independent variables or checking related statistics such as variance inflation factor (VIF) 

(Williams,2015). But high correlation coefficients do not necessarily denote multi-collinearity. 

VIF shows only the issue of how multi-collinearity has increased the instability of the coefficient 

estimates. The VIF values of 1.62, 1.00, 1.60 and 1.05 for compensation, benefits, personal 
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development and career opportunities and performance management and recognition, respectively 

with mean value of 1.45 obtained in the current study (Table 4.6) confirmed the absence of multi-

collinearity problem since all the VIFs are less than 10. 

Table 4.6. Collinearity Test among Independent Variables 

Independent Variables Collinearity Tests 

VIF   ToL (1/VIF) 

Compensation Offered 1.62 0.617838 

Benefit 1.00 0.997599 

Personal Development 1.60 0.623661 

Performance Recognition 1.05 0.949224 

Mean VIF 1.45  

Source: Stata 13 Output based on Survey Data, 2021 

Heteroscedasticity test 

Homoscedasticity refers to equal variance of residuals (errors). This assumes that the variance 

around the regression line is the similar for all values of the predictor variable. In the current 

study Breusch-Pagan/Cook-Weisberg test was used to test the null hypothesis that the error 

variances are all equal versus the alternative that the error variances are a multiplicative function 

of one or more variables. A non-significant result (Table 4.7), suggesting that the assumption of 

homoscedasticity is not violated i.e. there is no problem of heteroscedasticity. 

Table 4.7: Heteroscedasticity Test 

Heteroscedasticity Test Chi2 DF P-value 

White’s Test Heteroscedasticity  13.80 14 0.4649 

Skewness 9.42 4 0.0515 

Kurtosis 1.89 1 0.1693 

Total 25.10 19 0.1572 

Breusch-Pagan Test Heteroscedasticity 1.84 1 0.1745 

HO: Homoscedasticity i.e. The error term has a constant variance. 

HA: Heteroscedasticity i.e. The error term has no a constant variance. 

Variable: Fitted values of Employees Performance 

Source: Stata 13 Output based on Survey Data, 2021 
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4.6. Reliability and Validity of the Instruments 

Although previous studies have been confirmed the reliability of the instruments used to collect 

data, a reliability test was carried out for reward management and employee performance to 

determine how readily the items fit together (Table 4.1).   

Table 4.1: Data Reliability Test 

Variables No. of 

Items 

Freq. Sign Cronbach’s 

Alpha 

Internal 

Consistency 

Employee Performance 10 182 + 0.7705 Acceptable 

Compensation Offered 10 182 + 0.7751 Acceptable 

Benefit 9 182 + 0.8420 Very Good 

Personal Development 10 182 + 0.8087 Very Good 

Performance Recognition 10 182 + 0.7924 Acceptable 

Test Scale    0.8335 Very Good 

Source: Stata 13 Output based on Survey Data, 2021 

 

Reliability refers to consistency, where internal consistency involves correlating the responses to 

each question in the questionnaire with those other questions in the questionnaire (Khotari, 2004). 

The Cronbach’s alpha is a technique that helps to determine the reliability of a survey instrument 

and the internal consistency of the average correlation of variables in the survey (Anderson and 

Arsenault, 2000).  

According to Pallant (2013) a Cronbach’s alpha higher than 0.7 indicates internal consistency on 

the instrument. The Cronbach’s alpha reliability coefficients of employee job performance and 

reward management, ranged from 0.77 to 0.84 (Table 4.1), which were higher than 0.7, 

suggesting that each variable considered in the study had acceptable and very good internal 

consistency and hereafter reliable in measuring what they were designed to measure. Even the 

value of the test scale is very good (0.83).  
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4.6.1. Regression analyses 

Multiple regression was used to assess the direction of relationship that exist between independent 

variables; compensation, benefits, personal development and career opportunities and 

performance management and recognition, and employee performance. In other words, the 

importance of each independent variable as predictors of employee performance was confirmed 

by use of multiple regression analysis.  

Regression model summary 

Table 4.8: Models Summary 

Model R R Square Adjusted R Square Std. error of the Estimate 

Model 1  0.5877 0.5784 0.2306371 

Predictors: (Constant), compensation offered, benefit, personal development, performance 

recognition 

Dependent Variable: Employees Performance 

Source: Stata 13 Output based on Survey Data, 2021 

Based on the regression model (Table 4.8), the R-square value indicates how much variation of 

the dependent variable described by the variation in the independent variables. Therefore, the R-

square value of 0.5877 indicated that the reward management (compensation, benefits, personal 

development and career opportunities and performance management and recognition) explained 

58.77% of the variation in employee performance. The other elements that are not included in the 

model may explain the remaining (41.23%) variation in employee’s performance in Rasa guba 

flour and biscuits factory. 
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Table 4.9: Analysis of Variance (ANOVA) 

Model Source of Variation SS DF MSS Fcal P-value 

 

Model 1 

Regression 58.195958 4 14.548989  

63.08 

 

0.0000* Residual 40.822779 177 0.2306371 

Total 99.018738 181 0.547065 

Predictors: (Constant), compensation offered, benefit, personal development, performance 

recognition 

Dependent Variables: Employees Performance 

Note: * indicates the models are statistically significant or adequate at 1% level of significance. 

Source: Stata 13 Output based on Survey Data, 2021 

The purpose of regression Analysis of Variance (ANOVA) is to evaluate whether the multiple 

linear regression model has significantly better-predicting power for the outcome (dependent) 

variable. In the regression ANOVA model, the total variation of the dependent variable 

categorized into regression and residual which specify the explained and unexplained variation of 

the dependent variable respectively. As revealed in Table 4.9, the F-ratio confirmed that the 

overall regression model was a good fit for the data. This means that the independent variables 

had predicted the dependent variable significantly (p < 0.01). 

Regression coefficients 

The regression coefficients explain the average amount of change in the dependent variable due to 

a unit change in the independent variable holding other explanatory variables constant. The 

contribution of each independent variable to predict employee performance was presented in 

Table 4.10.  
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Table 4.10: Regression Coefficients 

Employee Performance Unstandardized Coefficients t-value P-value 

Beta Std. Err. 

Compensation Offered 0.3538 0.0637 5.55 0.000* 

Benefit 0.0825 0.0362 2.28 0.024** 

Personal Development 0.4266 0.0567 7.51 0.000* 

Performance Recognition 0.1218 0.0512 2.38 0.018** 

Constant 0.4472 0.1897 2.33 0.021** 

Note: * and ** indicates the regression coefficients are statistically significant at 1% and 5% level 

of significances respectively. 

Source: Stata 13 Output based on Survey Data, 2021 

H1: Compensations have significant effect on performance of employees in the       

       Rasa guba flour and biscuits factory. 

As we can see in the above regression coefficient table compensation has a beta value .3538, 

(p<0.01). It expresses that compensation affects employee performance positively and 

significantly. It indicates that a unit change in compensation for employees, there will have a 

.3538 unit increase in employees’ performance. Hence, we have accepted the hypothesis which is 

compensations have positive and significant effect on performance of employees in Rasa guba 

flour and biscuits factory.  

Our finding is supported by the study of Hellen (2016) that compensation like basic pay or salary 

positively and significantly affect the performance of employees. In addition, Addisu Temesgen 

(2018) in his findings concluded that compensation (payment) has strong effects for motivation of 

employees and Brent Keijzers (2010) concluded in his studies employee motivation related to 

employee performance in the organization that it is indeed possible to motivate employees to 

perform well for an organization 
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H2: Benefits have a significant effect on performance of employees in the Rasa guba flour 

and biscuits factory. 

The beta value of benefit shows .0825 (p<0.05) tells us that there is positive and significant 

relationship between payment and employees’ performance. Thus, we accept the second 

hypothesis that was drive those benefits have a significant effect on performance of employees in 

Rasa guba flour and biscuits factory. Our result is supported by Grantand & Singh (2011), and 

they argued that though benefits have serious repercussions such as unethical behavior, fuel 

turnover, and foster envy and discontent, traditional incentive schemes (stock options and 

bonuses) are often beneficial for motivating and improving employee performance. In addition, 

Condly, Clark and Stolovitch (2012) also revealed that employee benefits greatly make workers 

satisfied and concentrate leading to empowered and improved performance. Obviously, when 

benefits distributed fairly and based on performance of employees, it motivates and consequently 

improve their performance.  

H3: Personal development and career opportunities have a significant effect on   

performance of employees in the Rasa guba flour and biscuits factory. 

Personal development and career opportunities was the first contributor to the variation in 

employees’ performance and it was significant in influencing the level of employees’ 

performance (p < 0.01). The coefficient 0.426 indicated that personal development and career 

opportunities had direct (positive) influence on employee performance i.e. keeping other things 

constant, a unit change in an effort of adopting personal development and career opportunities 

lead to an improvement in the level of employee’s performance by 0.426 unit. In other words, 

when personal development and career opportunities increased by 1% employee performance also 

increased by 42.6%.  

The likely positive coefficient estimates of personal development and career opportunities are 

consistent with Aktar et al., (2012). According to this paper it can be explained that career 

advancement was positively and significantly affects employee performance. In addition, the 

paper conducted by Safiullah (2014) on the title of Impact of Rewards on Employee Motivation 

of the Telecommunication Industry of Bangladesh: An Empirical Study concluded that career 
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growth and development are the main factors for motivating employees and the result is 

consistent with this paper finding.  

H4: Performance management and recognition have a significant effect on performance of 

employees in the Rasa guba flour and biscuits factory. 

The beta value of performance management and recognition is .1218 (p<0.05) says us that there is 

a positive and significant relationship between performance recognition and employee 

performance. Therefore, we accept the hypothesis of performance management and recognition 

has positive and significant effect on employee performance. This finding is consistent with the 

paper of Aktar et al. (2012). According to this paper, recognition significantly affect employee 

performance. 

By and large, based on the above results and findings we can conclude that the independent 

variables (compensation, benefits, personal development and career opportunities and 

performance management and recognition) have positive and significant effect on the dependent 

variable (employee performance). According to Hellen (2016) studies which was done by the title 

of effects of rewards on employee performance in the hospitality industry in the case of Nairobi 

Serena hotel concluded that both extrinsic and intrinsic rewards positively and significantly 

affects employee performance. Similar result that is both intrinsic and extrinsic rewards have 

significant effects on employee performance, obtained on the research done under the title of 

“Impact of Rewards on Employee Performance: A Case of Indian Oil Corporation, Patna Region” 

by Mishra & Ranjan (2017). In addition, Idemobi et al (2017) in their research which is done 

under the title of “Relationship Between Organization Reward System and Workers Attitude to 

Work” concluded that organizations reward system has effect on workers’ productivity.  

Hypothesis Testing 

As table 4.10 shows there are significant relation between independent variables (compensation, 

benefits, personal development and career opportunities and performance management and 

recognition and the dependent variable (employees’ performance).  

The results of hypotheses testing are summarizing in table 4.11 which is given below: 
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Table 4.11: Summary of Hypothesis Testing 

Alternative Hypothesis Decision 

H1: Compensation offered has significant and positive effect on employee’s 

performance. 

Accepted 

H2: Benefit has significant and positive effect on employee’s performance. Accepted 

H3: Personal development has significant and positive effect on employee’s 

performance. 

Accepted 

H4: Performance recognition has significant and positive effect on employee’s 

performance. 

Accepted 

Source: Stata 13 Output based on Survey Data, 2021 

 

4.7. Explanations and Exploration from Open Ended Questions  

In the first open ended question employees were asked to specify the rewards available in their 

organization. Most of Rasa guba respondents replied that besides to the basic payment other 

rewards like transport allowance, medical plan, bonus, staff loan, and educational fee programs 

will be provided by the company. The company also provide 10 kg flour every month for each 

employees who has interest with less price from the price of the normal market. Though the above 

listed benefits packages available in the factory, employees unable to get easily and fairly. 

Because of lack of refined and well-articulated reward management system, the factory couldn’t 

administer the issues scientifically.  

Regards to second question while asked “What are the major problems that the company is facing 

with respect to reward”.  Majority of the respondents answered that the company hasn’t 

transparent and clear reward system and also employee selection criteria for donation of bonus or 

recognition or any other rewards. These could harm the proper behavior and performance of the 

employees and resulted high turnover, poor service given to customers, and unable to produce and 

deliver quality products to customer and the market. In addition, insulting, unable to differentiate 

weak performer from the strong performer, and lack of regular appraisal and evaluation practices 

are some of the other challenges that exhibited in the factory as some respondents replied.  
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“What do you think the company should do to improve employee’s motivation” was the third 

question to deliver the company employees. Employees who participated in this study also give 

their answer that the company have to create clear and participative reward system. Then, the 

company should, at best implement competitive reward packages such as salary, housing and staff 

loan, housing and hardship allowance, improvement of overtime, bonus, and commission. The 

employees also said that the company should give annual salary increment with transparent and 

unblemished criteria. In addition, the company employees asked timely payment of their 

commissions without any deferment and delivering recognition for competent and ingenious 

employees openly before the other employees.  

The last but not the least question was asking the respondent may have any comment/suggestion 

about the reward systems of Ras guba flour & biscuits factory. The payment, bonus, commission 

and other compensation and benefits packages of the company needs revision based on the work 

load and the current market and also should be implemented with transparent and accountable 

convention. Furthermore, the communication methods of manager and department heads to 

employees and among each other should need an improvement and must follow the labor law of 

the country and the norms of the society. Finally, some of the respondents asked about briefing of 

the fiscal year company report for all employees for formation of clarity among them and perfect 

forecasting of the future.  

Then, one of the objectives of Rasa guba flour and biscuits factory is to be the leading food 

complex company in Amhara region and Ethiopia as well. So, to realize and achieve its 

objectives, the company should have well-articulated and contemporary human resource manual 

that has all important components from employee discipline issues to reward management 

application methods. Similarly, employee performance evaluation should be recorded and 

communicate for all concerned bodies timely. The practice of rewards such as salary increment, 

bonus, commission, recognition, promotion and others have to be transparent and participatory.  
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CHAPTER FIVE 

5. SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1. Introduction  

This chapter comprises of the summary of findings, conclusions, and recommendations of the 

research study. 

5.2. Summary  

The purpose of this study was to investigate the effect of reward management on employees’ 

performance in Rasa guba flour and biscuits factory in Wollo, Kombolcha. The study was 

conducted to test the following hypothesis: - 

H1: Compensations have significant effect on performance of employees in the       

       Rasa guba flour and biscuits factory. 

H2: Benefits have a significant effect on performance of employees in the Rasa  

       guba flour and biscuits factory. 

H3: Performance management and recognition have a significant effect on  

       performance of employees in the Rasa guba flour and biscuits factory. 

H4: Personal development and career opportunities have a significant effect on  

       performance of employees in the Rasa guba flour and biscuits factory. 

 

Percentage and descriptive statistics analysis were employed to conduct this study. Questioner 

were distributed randomly selected 200 employees of the factory grouped by stratified sampling 

method. From the distributed questionnaire 182 were returned and the response rate was 91 

percent which is acceptable for data analysis and discussion of the study. 

The background information of Rasa guba flour and biscuits factory respondents indicated that 

the majority of the respondents were male which account 121 (66.48%) of the total respondent. 

The age distribution shows that most of respondents are aged in the range of 21-25 with 71.98% 

of the total respondents. Most of respondents (71.98%) are certificate holders in their education 

level, (84.07.9%) have salary below 2000 (eth birr), and 51.02% of respondents have tenure of 

more than six months.  
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Results of the descriptive statistics in terms of mean and standard deviation show that the reward 

of the employee in benefits and personal development and career opportunities in the samples 

were relatively good. But other variables like compensation and performance recognition had 

mean value of below the average of five Likert scale which implies the employees are not 

satisfied by these packages especially with payment given by the factory which have the lowest 

mean value with mean (M=2.20 and SD=0.71). Mean value for employee performance is 

(M=2.32, SD= 0.73) which shows the overall performance of Rasa guba flour and biscuits factory 

employees. The result indicates that the performance of the factory employees is not good and 

promising.  

The Pearson’s Correlation Coefficient was computed for the purpose of determining the 

relationships of variables. It helps to determine the interdependence of them.  In order to describe 

the relationship between the various aspects of rewards on employee performance, the dimensions 

of the questionnaire were correlated. There is statistically positive and significant relationship 

exists between all variables of rewards and employee performance. The values of correlation 

coefficient in case of significant relationship vary from lowest (0.27) to highest (0.69). The lowest 

value corresponds with performance management and recognition while highest value is personal 

development and career opportunities.  

The model summary of multiple regression analysis shown that the R square value of .5877. This 

demonstrates that 58.77% of variation in employee performance is explained by the reward 

management dimensions included in this model. The F-Statistic suggests that all the independent 

variables together significantly envisage the variation in employee performance at 95% 

confidence level. Regression analysis to see the effect of different reward types on employee 

performance. They had shown that rewards such as compensation, benefits, personal development 

and career opportunities and performance management and recognition have positive and 

significant effect on employee performance. 

5.3 Conclusion  
The main purpose of this research was to see the effect of reward management on performance of 

employees in the case of Rasa guba flour and biscuits factory in Wollo, Kombolcha. As stated in 

the literature the four descriptive variables of employee performance were; compensation, 
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benefits, performance management and recognition, and personal development and career 

opportunities.  

Based on the findings,  

 Compensation has significant effects on employee performance. Therefore, the company 

should revise salary, over time and other basic payments by referring the current market 

situation and inflation rate of the currency. The revision of payment system should also 

consider the merit and performance of employees.  

 Benefits significantly matters on the performance of employees. Hence, the company 

should use different benefits packages such as bonus, merit pay, telephone allowance, 

house allowance and others to increase the motivation and performance of employees.  

 Personal development and career opportunities are also another important factor in Rasa 

guba flour and biscuits factory for positively affect employees performance. So, the 

company should practice a very refined career development system. The system must give 

equal opportunities for all employees and help the company to realize its objectives by 

obtaining the knowledge, skill and good performance of its employees.  

 The result of correlation analysis also revealed that compensation, benefits and personal 

development and career opportunities rewards have a strong positive association with 

employees’ job performance. This implies that the company should give proper attention 

to improve these rewards for enhancement of employees’ performance. 

 The result of regression model summary also shows that those reward components which 

were examined in this study, are found to have high importance to improve employees’ 

performance. Thus, the researcher has concluded that all rewards are important to make 

employees more motivated to increase their performance. The company should establish a 

very applicable and sound rewards system by considering all internal and external factors 

for the purpose of enhancing employee’s performance.   

 

5.4. Recommendations 

Based on the summary and conclusion made, the following applicable recommendations are 

forwarded so as to enhance employees’ performance by reforming reward management system.  
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The management of the factory should articulate and implemented the very sound and 

contemporary reward policy by involving some employees in the process of developing it in order 

to increase the employee’s performance. 

Since compensation reward has higher positive and significant impact on employees’ 

performance, the factory should redesign its salary scale and payment structure based on the 

inflation rate and market condition and hence the highest influential factor for job performance 

will be controlled.  

Benefits and personal development and career opportunities have higher positive and significant 

effect on employee’s performance. As a result, the company should design and redesign its 

commission, bonus and other benefits packages considering inflation rate, market condition, 

performance and activity of employees.   

It is also recommended that the management of Rasa guba flour and biscuits factory management 

should also examined its performance management and recognition practices for growth in order 

to retain its workforce and boosting the performance of employees though the mean value is 

below average. 

The company should improve the reward which the workers received so as to increase the level of 

performance among employees and also when there is an amendment of the company reward 

policy, it would be properly communicated to the employees and the aims for such an alteration 

should be made known. This is very important for motivating employees and improvement of 

their productivity as well.  

The management of the factory should work with colleges and/or universities to develop and offer 

training on the areas of productivity and attitudinal change for the current employees as it enables 

the employees play their role. 

The last but not the least, the company should prepare and/or arrange refreshment and gate 

together events and programs for all staff to improve the social interaction among employees and 

management members to enhance their motivation for better productivity. 
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APPENDIX I. QUESTIONNAIRE 
Questionnaire on the staff and management of Rasa Guba flour and biscuits factory 

Dear respondent, 

This questionnaire is seeking information concerning the topic “The effect of reward management 

on job performance of employee using Rasa Guba flour and biscuits factory as a case study”, 

therefore the information provided in this questionnaire will be used for academic purpose only 

and shall be accorded utmost confidentiality. Your contribution towards filling in these questions 

will be a great contribution to this academia endeavor. 

Instructions: Please put a tick /X/ in the box corresponding to the option that best suits your 

situation. 

SECTION A: GENERAL INFORMATION 

Personal Information 

1. Gender do you follow in? 

Gender  Male  Female   

 

2. Age Group Distribution? 

Age  20-25  26-30  31-35  Above 35  

 

3. Education qualification do you possess? 

Education Level certificate  Diploma   Degree   Above   

4. Years worked in this organization? 

Years of Service  6 months  1 year  2 year  Above 2 year  

5. Your salary range 

Salary Amount Less than 2000  2000-5000 

 

 5001-8000  

6. Profession 

Technical   Administrative   Laborer   
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SECTION B: Total Rewards Scale 

Please answer the following statements by rating the statement that reflects your level of 

agreement regarding personal development and career opportunities given to you at this 

organization:  1= Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree ,5 = Strongly Agree  

S. 

No. 
Reward Related questions  5 4 3 2 1 

 A. COMPENSATION OFFERED 

1 My salary is commensurate to my work      

2 I am satisfied with my salary       

3 My pay is competitive.       

4 I am rewarded fairly for the amount of effort that I put in my job       

5 I am likely to get pay increase every year       

6 My pay is sufficient for my basic needs       

7 My pay is equivalent to similar jobs in the factory      

8 I am fully conversant with my compensation       

9 My compensation package provides the recognition I need       

10 Overall, the rewards I receive at the factory are quite fair       

 

 B. BENEFITS      

1 Medical aid benefits       

2 Disability benefits       

3 Insurance       

4 Car allowance       

5 Laptop/3G       

6 Cell phone allowance       

7 Personal safety and security in the workplace       

8 Provident fund/Pension fund       

9 Leave (Vacation, Sick and Study)       

 

 C. Performance management and Recognition      
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1 I receive performance reviews at the organization       

2 At this organization performance reviews encourage professional 

growth  

     

3 I believe my appraisal is a fair assessment of my performance.       

4 The factory administration reward best performer based on 

appropriate merit. 

     

5 I feel my pay is a good reflection of my performance.       

6 I receive a performance bonus every year.       

7 I receive praises from my manager for work well done       

8 I feel more motivated if I receive the recognition I deserve       

9 I am supplied with specific information on what behaviors or 

actions are recognized during performance reviews  

     

10 At this organization recognition is often accompanied by tangible 

rewards  

     

 

 D. Personal Development and Career Opportunities      

1 Tuition reimbursement/bursaries are available at the organization to 

equip skills  

     

2 I have access to relevant training programmes and skills 

development.  

     

3 The company offers me career development opportunities       

4 I would like to have a mentor at the organization       

5 I will stay with the organization if I was trained for a more senior 

position  

     

6 Attending conferences / workshops in my field of specialization is 

encouraged  

     

7 New technology/work methods training is available for 

organization employees  

     

8 Job advancement/promotion opportunities are available at the 

organization  

     

9 Work integration to provide employees with opportunities for 

workplace interaction is present at this organization  

     

10 There are formal and informal mentoring programs to assist 

lecturing stand and to improve productivity at the organization  

     

 E. Employees’ Job Performance Scale       

1 On the job I express an underlying concern for doing things better,      
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for improving situations.  

2 On the job I exhibit zeal about the job and a consequent willingness 

to work  hard and energetically. 

     

3 On the job I exhibit a willingness to go beyond what the job 

requires and act before being asked. 

     

4 I exhibit an ability to see the whole, parts and relations and use this 

to set priorities, plan, anticipate and evaluate.  

     

5 On the job I always get things done on time.      

6 My superior is never disappointed in the quality of work that I 

produce. 

     

7 My work habits (tardiness, length of breaks etc) are exemplary for 

others 

     

8 I continue to be productive even when my superior is out of the 

workplace for an extended period of time. 

     

9 My superior never has to check up on me.      

10 I get along well with my co-workers.      

 

 

Section C: Open-ended questions 

1. Please, specify the rewards available in your organization (RGFBF)? 

.............................................................................................................................................................

....................................................................................................................................... 

2. What are the major problems that your company is facing with respect to reward? 

……………………………………………………………………………………………… 

………………………………………………………………………………………………………

………………………………………… 

3. What do you think the company should do to improve employee’s motivation? 

……………………………………………………………………………………………… 

………………………………………………………………………………………………………

………………………………….. 
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4. Any comment/suggestion about the reward systems of Ras guba flour & biscuits factory. 

……………………………………………………………………………………………… 

……………………………………………………………………………………………… 

Thank you for completing the Questionnaire!!! 
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ተቀጽላ 2 -የጽሁፍ መጠይቅ 

በራሳ ጉባ ብስኩትና ዱቄት ፋብሪካ ሰራተኞች የሚሞላ መጠይቅ 

ውድ የዚህ መጠይቅ መላሼ 

ይህ መጠይቅ በቢዝነስ ማኔጅምንት ለምከታታለው የሁለተኛ ዲግሪ ማሟያ ጽሁፍ ዝግጅት 

መረጃ መሰብሰቢያ ነው፡፡ 

በመሆኑም የመጠይቁ አላማ በፋብሪካው ሰራተኞች የደመወዝ ክፍያ፣ ለሰራተኞች  

የሚደረገው የስራ አፈጻጸም የእውቅና ስርዓት እንዲሁም ሰራተኞች ለማልማትና ለማሳደግ 

የሚደረጉ ስራዎችን  አስምልክቶ ጥናት ለማካሄድና በሚገኘው የጥናት ውጤት መሰረት 

የመፍትሄ ሀሳብ ለመጠቆም ብሎም የፋብሪካውን የአስተዳዳር ስራተኛ ግንኙነት በማጠናከር 

አጠቃላይ ማስተጋብሩን ማሻሻል ነው፡፡ 

ስለሆነም ዕርስዎ መጠይቁን በአግባቡ በመሙላት የበኩልዎን እንዲያበረክቱ 

እጠይቃለሁ፡፡የሚሠጧቸው መረጃዎች ሁሉ በሚስጥር የሚጠበቁ እና ለትምህት ጉዳይ ብቻ 

የሚውሉ መሆናቸውን ከወዲሁ አረጋጋጣለሁ፡፡ 

                                                                                ስለትብብርዎ በቅድሚያ አመሰግናለሁ፡፡ 

አቅጣጫ: በተሰጠው የሳጥን ውስጥ የ/X/ ምልክት በማድረግ ተገቢ ናቸው የሚሏቸውን 

መልሶች ይመልሱ፡፡ 

ክፍል እንድ: አጠቃላይ መረጃ 

ዕርስዎን በተመለከተ 

1 ጾታዎን በተመለከተ? 1. ወንድ        2. ሴት    

2 ዕድሜዎ የሚገኝበት? 1. 20-25   2. 26-30    3. 31-35   

                   4. ከ35 በላይ   
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3 የትምህርት ደረጃዎ?1. ሰርተፊኬት    2. ዲፕሎማ   

                   3. ዲግሪ          4. ማስተርስና በላይ  

4 በተቋሙ ያለዎት ቆይታ? 1. 6 ወር    2. 1 አመት   

                      3. 2 አመት  4. 2 አመትና በላይ  

5. የደመወዝዎ ሁኔታ       1. ከ2000 ብር በታች    2. ከ2000-5000   

                          3. ከ5001-8000  

5 የስራ መደብዎ 1. ቴክኒካል   2. አስተዳደር ሰራተኛ  3. ቀን ሰራተኛ  

 

ክፍል 2: አጠቃላይ የማበረታቻ ስርዓት 

ቀጥሎ ለተዘረዘሩት ጥያቄዎች ከአጠቃላይ የሰራተኞች የማበረታቻና ጥቃማ ጥቅሞች ጋር 

በተያያዘ የተዘጋጁ ናቸው፡፡እነዚህኑ ጥያቄዎች በአግባቡ በማንበብ በምን ያህል ደረጃ 

እየተተገበሩ መሆናቸውንና እርስዎ በትግበራው በምን ያህል ደረጃ እንደሚስማሙ 

በተሰጠው ሳጥን ከተዘረዘሩት ቁጥሮች ውስጥ ዕርስዎን የሚገልጽዎትን በ X ምልክት 

ይሙሉ፡፡ 

ማሳሰቢያ፡- 

1 = በጣም አልስማማም 

2 =አልስማማም  

3 =በቂ መረጃ የለኝም 

4 =እስማማለሁ 

5 =በጣም እስማማለሁ 
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ተ. 

ቁ 
ከሽልማት ጋር በተያያዘ የተዘጋጁ ጥያቄዎች 

5 4 3 2 1 

 ሀ. ከሚከፈል ክፍያ ጋር በተያያዘ 

1 የሚከፈለኝ ደመወዝ ከሥራዬ ጋር የሚመጣጠን ነው፡፡      

2 በሚከፈልኝ ደመወዝ እርከታ አለኝ፡፡      

3 ደመወዜ ተወዳዳሪ ነው፡፡.       

4 በሥራዬ ውስጥ ባደረግሁት ጥረት መጠን ሚዛናዊ በሆነ መንገድ 
ተሸልሜያለሁ፡፡ 

     

5 የደመወዝ ጭማሪ በየአመቱ የማግኘት ዕድሉ አለኝ፡፡      

6 የማገኘው ክፍያ ለመሠረታዊ ፍላጎቶቼ በቂ ነው፡፡      

7 ደመወዜ በፋብሪካው ውስጥ ካሉ ተመሳሳይ ሥራዎች ጋር እኩል 
ነው፡፡ 

     

8 ደመወዜ ጊዜውን የጠበቀ መሻሻል አለው፡፡      

9 የሚደረጉልኝ ጠቅላላ ማካካሻዎች የምፈልገውን ዕውቅና 
ሰጥተውኛል፡፡ 

     

10 በአጠቃላይ በፋብሪካው የምቀበላቸው ሽልማቶች በጣም ሚዛናዊ 
ናቸው፡፡ 

     

 

 ለ. ጥቅማ ጥቅሞችን ከማግኘት ጋር በተያያዘ      

1 ህክምና ይሠጠኛል፡፡       

2 ከአካል ጉዳተኝንት ጋር በተያያዘ የሚገኙ ጥቅሞች አሉ፡፡      

3 የመድን ዋስትና ተገብቶልኛል፡፡      

4 የትራንስፖርት አበል አለኝ፡፡       

5 ኮምፒውተርና ኢንተርኔት ተመቻችቶልኛል፡፡       

6 የሞባይል ስልክ አበል አለኝ፡፡      

7 የሥራ ቦታ ላይ የግል ደህንነትና ጥበቃ ይሠጠኛል፡፡      

8 የፕሮቪደንት ፈንድ / የጡረታ ፈንድ ይጠራቀምልኛል፡፡      

9 ዕረፍት (የአመት፣ ህመም እና ጥናት) ፈቃድ ይሠጠኛል፡፡      

 

 
ሐ.  የስራ አፈፃፀም አስተዳደር እና የዕውቅና አሰጣጥ ሁኔታ 
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1 በፋብሪካው ውስጥ የአፈፃፀም ግምገማዎች ይደረጉልኛል፡፡      

2 በፋብሪካው የሚደረጉልኝ የአፈፃፀም ግምገማዎች የሙያ እድገቴን 
የሚያበረታቱ ናቸው፡፡ 

     

3 የሚሰጠኝ የግምገማ ውጤት የአፈጻጸሜ ትክክለኛ ግምገማ ውጤቴ 
ነው ብዬ አምናለሁ ፡፡ 

     

4 የፋብሪካው አስተዳደር በተገቢው ፣መስፈርት ላይ በመመርኮዝ 
የተሻለ አፈፃፀም ላላቸው ሰራተኞች ሽልማት ይሰጣል። 

     

5 የሚከፈለኝ ክፍያ የአፈፃፀሜ ትክክለኛ ነፀብራቅ/ዋጋ እንደሆነ 
ይሰማኛል ፡፡ 

     

6 በየዓመቱ የአፈፃፀም ጉርሻ /ቦነስ/ እቀበላለሁ ፡፡      

7 ጥሩ ሥራ ስሰራ ከቅርብ አለቃዬ/አስተዳዳሪዬ ውዳሴ/ምስጋና 
እቀበላለሁ፡፡ 

     

8 የሚገባኝ ዕውቅና ስቀበል ለስራ የበለጠ ተነሳሽነት ይሰማኛል፡፡      

9 በአፈፃፀም ግምገማዎች ወቅት ምን ዓይነት ባህሪዎች ወይም 
ድርጊቶች እንደሚፈለጉ ልዩ መረጃ ተሰጥቶኛል፡፡ 

     

10 በፋብሪካው የሚሰጥ የታታሪነት ዕውቅና ብዙውን ጊዜ በተጨባጭ 
ሽልማቶች ታጅቦ ይደረጋል፡፡ 

     

 

 
መ. ሰራተኞችን ከማብቃትና ከማሳደግ ጋር በተያያዘ 

     

1 
በፋብሪካው ለስራ ተገቢው ክህሎት/ችሎታ/ እንዳገኝ ይደረጋል፡፡ 

     

2 ለሚኖሩብኝ የክህሎት /ችሎታ/ ክፍተቶች ተገቢነት ያላቸው 
የሥልጠና ዕድሎች ይመቻቹልኛል፡፡ 

     

3 ፋብሪካው የዕድገት አማራጮችን በመዘርጋት ዕድገት ይሰጠኛል፡፡      

4 ፋብሪካው አማካሪ መድቦልኛል፡፡       

5 በፋበሪካው ከፍ ላለ ደረጃ ስልጠና ከተመቻቸልኝ በፋብሪካው 
ለረጅም አመት ለማገልግል ፍላጎቱ አለኝ ፡፡ 

     

6 ልዩ ሙያዬን እንዳሳድግ ኮንፈረንሶችን/ አውደ ጥናቶችን 
እንድከታታል ይደረጋል፡፡ 

     

7 የፋብሪካው ሰራተኞች አዳዲስ የቴክኖሎጂ/ የሥራ ዘዴዎችን 
እንዲተዋወቁ የስራ ላይ የሥልጠና ዕድሎችን ያመቻቻል፡፡ 

     

8 በፋበሪካው ውስጥ የሥራ ላይ ዕድገት የማገኘት ዕድሎች አሉ፡፡      

9 ሠራተኞች በሥራ ቦታቸው ላይ መስተጋብር እንዲፈጥሩ የተለያዩ 
እድሎችን በመፍጠር ረገድ ስራዎች ተሰርተዋል፡፡ 

     

10 የፋበሪካውን ምርታማነት ለማሻሻል የሚረዱ መደበኛ እና መደበኛ 
ያልሆኑ የምክር መርሃግብሮች ይካሄዳሉ፡፡ 

     

 ሠ. የሰራተኞች የስራ አፈጻጸም መለኪያ      

1 ነገሮች በጥሩ ሁኔታ ተሰርተው ሁኔታዎች እንዲሻሻሉ በስራ ላይ      
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ተሳትፎዬን እገልጻለሁ 
2 ስራዬን በፍቃደኝነት፣ በጥንካሬ እና በሞራል ለመስራት ፍላጎቴን 

አሳያለሁ 
     

3 ስራው ከሚጠይቀው በላይ እና ማንም ሳያሳስበኝ በፍቃደኝነት 
እሰራለሁ 

     

4 አጠቃላይ ስራው እና የስራው ክፍልፋዮች ያላቸውን ግንኙነት 
በመገንዘብ ቀድሞ የሚሰራውን በመለየት፣ በማቀድ ፣ ቀድሞ 
በመፈጸም እና በመገምገም ያለኝን ችሎታ ስራዬ ላይ አሳያለሁ 

     

5 ስራዬን ሁልጊዜ በታቀደለት ጊዜ እፈጽማለሁ      

6 አለቃዬ በምሰራው ስራ ጥራት ተናዶብኝ አያውቅም      

7 የስራ ሰዓት አጠቃቀም ልማዴ( ለምሳሌ፡- መዘገየት፣ የሻይ ሰዓት 
ረፍት መጠን ወዘተ) ለሌሎች ምሳሌ የሚሆን ነው 

     

8 አለቃዬ ረጅም የረፍት ቀናት ተጠቅሞ ስራ ላይ ባይገኝም የስራ 
አፈጻጸም ውጥታማነቴ አይቀንስም 

     

9 አለቃዬ ተደጋጋሚ የስራ ላይ ቁጥጥር አያደርግብኝም      

10 ከስራ ባልደረቦቼ ጥሩ ግንኙነት አለኝ      

 

ክፍል 3: ቀጥሎ ያሉ ጥያቄዎችን ተገቢ ናቸው የሚሏቸውን ይጻፉ፣ 

1. በራሳ ጉባ ዱቄትና ብስኩት ፋብሪካ ሰራተኞቹን ለማበረታታት የሚደርጋቸውን  የማበረታቻ 

ስርዓቶች ቢዘረዝሯቸው፡፡ 
..........................................................................................................................................

..........................................................................................................................................

..........................................................................................................................................

...................................................................................................................................... 

2. ከሽልማት አሰጣጥና የማበረታች ስርዓት ዘርጋታ ጋር በተያያዘ  በፋብሪካው አሉ የሚሏቸው 

ችግሮች ምን ምን ናቸው ? 

…………………………………………………………………………………………………… 

……………………………………………………………………………………………………

……………………………………………………………………………………………………

………………………………………………………………………………………………….. 
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3. የራሳ ጉባ ዱቄትና ብስኩት ፋብሪካ ሰራተኞቹን ከማበረታታት ጋር በተያያዘ መወሰድ አለበት 

የሚሏቸው የመፍትሄ ዕርምጃዎች ምን ምን ናቸው? 

…………………………………………………………………………………………………… 

……………………………………………………………………………………………………

……………………………………………………………………………………………………

…………………………………………………………………………………………………… 

4. የራሳ ጉባ ዱቄትና ብስኩት ፋብሪካ የሚያደርግውን የማበረታቻ ስርዓት በተመለከተ 

ተጨማሪ ወይም የተለየ አስተያየት ወይም ሀሳብ ካለዎት ይዘርዝሩ፡፡ 

…………………………………………………………………………………………………… 

…………………………………………………………………………………………………… 

……………………………………………………………………………………………………

…………………………………………………………………………………………………… 

                             መጠይቁን በመሙላት ስለተባባሩኝ በድጋሚ አመሰግናለሁ!! 


