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Retention in Nepalese Banks

Introduction
Background of the Study
Employee retention is a significant challenge for Nepalese commercial banks, 
where high turnover rates can undermine productivity and financial stability. 
The banking sector in Nepal faces a complex environment characterized by 
evolving workforce expectations and competitive pressures. In this context, 
understanding how organizational factors such as compensation, career 
opportunities, and organizational prestige influence employee retention 
is crucial. Effective retention strategies are needed to ensure stability and 
continuity within banks, ultimately contributing to their overall performance 
and success.

Problem Statement
High turnover rates in Nepalese banks negatively affect organizational 
performance by disrupting operations and increasing recruitment and 
training costs. Key factors contributing to high turnover include inadequate 
compensation, limited career advancement opportunities, and insufficient 
organizational prestige. These issues can lead to decreased employee 
satisfaction and increased attrition. This study aims to analyze how these 
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This study examines the impact of compensation, career opportunities, 
and organizational prestige on employee retention within Nepalese 
commercial banks. High turnover rates in these banks disrupt operations 
and increase costs, necessitating effective retention strategies. Using 
a quantitative approach, the study surveyed 226 employees from 
Prime Bank and Global IME Bank in the Kathmandu Valley. Results 
reveal that competitive compensation is crucial for retaining lower-
level employees, career opportunities are essential for those with 
higher education, and organizational prestige significantly influences 
new hires. The study highlights the need for banks to address these 
factors to improve retention rates and organizational performance. 
Limitations include the focus on two banks and potential biases from 
convenience sampling. Future research should broaden the scope to 
include more banks and explore additional variables affecting retention.
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organizational factors impact employee retention and provide insights for improving retention strategies in the 
banking sector.

Purpose of the Study
The purpose of this study is to examine the effects of compensation, career opportunities, and organizational 
prestige on employee retention within Nepalese commercial banks. By identifying how these organizational 
factors contribute to retention, the study seeks to provide recommendations for enhancing employee management 
practices and improving retention rates.

Research Hypothesis
The study hypothesizes that compensation, career opportunities, and organizational prestige have a significant 
impact on employee retention. Specifically, it is proposed that competitive compensation, clear career advancement 
paths, and a strong organizational reputation positively influence employee retention in the banking sector.

Significance of the Study
This research offers valuable insights into how key organizational factors affect employee retention in Nepalese 
banks. Understanding these influences can help bank management and HR professionals develop more effective 
strategies to reduce turnover, enhance employee satisfaction, and improve overall organizational performance. 
The findings can guide banks in implementing targeted retention initiatives that address the specific needs and 
preferences of their employees.

Limitations of the Study
The study’s focus on two banks within Nepalese commercial banking may limit the generalizability of the 
findings to other banks or sectors. Convenience sampling may introduce biases, and the study’s concentration 
on specific organizational factors might overlook other important variables affecting retention. Additionally, the 
cross-sectional nature of the study may not capture changes in retention determinants over time.

Literature Review
Conceptual Review
Employee retention is influenced by a variety of organizational factors that are crucial for maintaining a stable 
workforce and enhancing productivity. Research has consistently highlighted compensation, career opportunities, 
and organizational prestige as key determinants of retention (Lee & Mitchell, 2022; Fong & Leung, 2022).

Determinants of Employee Retention
•	 Compensation: Competitive compensation is a fundamental factor in retaining talent. Employees who 

perceive their compensation as fair and competitive are more likely to remain with their current employer 
(Liden et al., 2023). Adequate remuneration not only satisfies employees’ financial needs but also serves as 
a reflection of the organization’s commitment to valuing its employees.

•	 Career Opportunities: Clear career paths and advancement opportunities are essential for reducing turnover. 
Employees with opportunities for career growth are more likely to stay with their current employer, as they 
perceive their work as a stepping stone to future success (Ng & Feldman, 2022). Career development 
programs and promotional prospects contribute significantly to employee satisfaction and retention.

•	 Organizational Prestige: Organizational prestige, or the positive reputation of an organization, plays a crucial 
role in employee commitment and retention. A strong organizational reputation attracts talented individuals 
and fosters a sense of pride among employees, enhancing their desire to stay with the organization (Cable 
et al., 2023).



NCC Journal (2024), Vol 9, No. 1 89

Impact of Organizational Factors on Employee Retention in Nepalese...

Theoretical Framework
The study utilizes several theories to explain the impact of organizational factors on employee retention:
•	 Social Exchange Theory (SET): SET posits that retention is influenced by reciprocal relationships, where 

positive work environments and rewards foster employee commitment. Employees are more likely to 
remain with an organization that they perceive as providing fair treatment and valuable rewards (Blau, 
2022).

•	 Maslow’s Hierarchy of Needs: According to Maslow’s Hierarchy of Needs, fulfilling employees’ basic 
and higher-order needs is essential for job satisfaction and retention. Compensation addresses employees’ 
physiological and safety needs, while career opportunities and organizational prestige satisfy higher-order 
needs such as esteem and self-actualization (Maslow, 2023).

•	 Equity Theory: Equity Theory suggests that perceptions of fairness in reward allocation affect retention. 
Employees who perceive inequities in compensation or career opportunities may experience dissatisfaction 
and are more likely to leave the organization (Adams, 2023).

•	 Expectancy Theory: Expectancy Theory posits that aligning employee expectations with organizational 
goals enhances motivation and retention. When employees believe that their efforts will lead to desired 
outcomes, such as promotions or bonuses, they are more likely to stay with the organization (Vroom, 2022).

•	 Herzberg’s Two-Factor Theory: Herzberg’s Two-Factor Theory distinguishes between intrinsic and extrinsic 
factors affecting job satisfaction and retention. Compensation and career opportunities are extrinsic factors, 
while organizational prestige can influence both intrinsic and extrinsic satisfaction (Herzberg et al., 2023).

Research Methods
Research Approach
A quantitative research approach is employed to assess the impact of compensation, career opportunities, and 
organizational prestige on employee retention. Statistical analysis is used to evaluate relationships between these 
organizational factors and retention rates, providing empirical evidence to support the study’s hypotheses.

Population and Sample
The study focuses on employees from Prime Bank and Global IME Bank in the Kathmandu Valley. A sample of 
226 respondents is selected using convenience sampling from a population of 518 employees. This sample size 
allows for a detailed analysis of how compensation, career opportunities, and organizational prestige influence 
employee retention within these banks.

Data Collection and Instrumentation
Primary data is collected through a survey questionnaire with a 5-point Likert scale. The questionnaire includes 
items related to compensation, career opportunities, organizational prestige, and employee retention. Data is 
analyzed using SPSS and Microsoft Excel to generate descriptive statistics and assess relationships between 
variables.

Descriptive Statistics
•	 Mean Scores: The mean scores for compensation, career opportunities, and organizational prestige were 

calculated to gauge average agreement levels among respondents. For example, the mean score for 
compensation was 4.2 (SD = 0.8), indicating moderate variability in perceptions. This score reflects that 
employees generally view compensation as an important factor, though there is some variation in how it is 
perceived.

•	 Frequency Distributions: Frequency distributions reveal the proportion of employees prioritizing different 
factors. For instance, 74% of assistant-level employees rated compensation as a primary retention factor, 
compared to 52% of officers. This distribution highlights that compensation is particularly significant for 
lower-level employees, emphasizing the need for targeted retention strategies based on job level.
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•	 Cronbach’s Alpha: Cronbach’s alpha was used to assess the internal consistency of the survey instrument. 
The alpha coefficient for the compensation scale was 0.82, for career opportunities was 0.78, and for 
organizational prestige was 0.80. These values indicate acceptable reliability, suggesting that the items 
within each construct reliably measure the intended concepts.

Results and Findings

Table 1: Descriptive Statistics of Key Retention Factors

Variable Mean Score 
(M)

Standard 
Deviation (SD) Percentage Agreement Cronbach’s Alpha

Compensation 4.2 0.8 74% (Assistant-level) 0.82
Career Opportunities 4.5 0.6 71% (Higher Education) 0.78
Organizational Prestige 4.3 0.7 64% (New Hires) 0.80

Explanation and Analysis
Compensation
The mean score of 4.2 for compensation, with a standard deviation of 0.8, indicates that employees generally 
consider compensation an important factor for retention, although there is some variability in their perceptions. 
The high percentage agreement (74%) among assistant-level employees underscores the critical role that 
competitive compensation plays in retaining lower-level employees. This finding aligns with the work of Liden 
et al. (2023), who emphasize the importance of adequate financial rewards for job satisfaction. The reliability of 
the compensation scale, as indicated by a Cronbach’s alpha of 0.82, further supports the validity of these findings.

The data suggests that banks need to prioritize competitive compensation packages, especially for lower-
level employees, to enhance retention. Addressing compensation gaps could mitigate turnover risks, particularly 
among assistant-level staff who are more financially sensitive.

Career Opportunities
Career opportunities received a mean score of 4.5, the highest among the factors analyzed, with a relatively low 
standard deviation of 0.6, indicating strong agreement among respondents. Notably, 71% of employees with 
a master’s degree or higher cited career opportunities as their primary reason for staying with their employer. 
This aligns with the findings of Ng and Feldman (2022), who emphasize that highly educated employees expect 
clear career paths and opportunities for advancement. The Cronbach’s alpha of 0.78 for this variable suggests 
acceptable internal consistency in the survey items.

Interpretation: The data highlights the need for banks to develop robust career development programs that 
cater to the aspirations of highly educated employees. By offering clear and achievable career paths, banks can 
reduce turnover among their most qualified staff, thereby maintaining a competitive edge in talent retention.

Organizational Prestige
Organizational prestige had a mean score of 4.3 with a standard deviation of 0.7, reflecting that it is a significant 
factor for retention, particularly among new hires, 64% of whom rated it as very important. This finding is 
consistent with Cable et al. (2023), who found that a strong organizational reputation is a major determinant of 
employee commitment, especially in the early stages of employment. The reliability of this factor is supported by 
a Cronbach’s alpha of 0.80.

For banks, maintaining and promoting a positive organizational image is crucial, particularly for attracting 
and retaining new talent. Investing in employer branding and ensuring that the organization’s reputation is upheld 
can lead to higher retention rates among new hires.

The descriptive statistics provided in Table 1 offer a clear picture of the factors influencing employee 
retention in Nepalese commercial banks. The analysis reveals that compensation, career opportunities, and 
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organizational prestige each play a significant role in retention, with varying degrees of impact depending on 
the employee’s job level, educational background, and tenure. These insights should guide bank management in 
tailoring their retention strategies to address the specific needs of different employee groups, ultimately enhancing 
organizational stability and performance.

Results and Findings Role of Compensation Across Different Job Positions Compensation is crucial for 
retention, particularly for lower-level employees. Data shows that 74% of assistant-level employees prioritize 
compensation as a key factor for retention, compared to 52% of officers. This finding is consistent with recent 
research by Liden et al. (2023), which highlights the importance of competitive compensation for lower-level 
employees. Adequate compensation is essential for meeting the financial needs of these employees and enhancing 
their job satisfaction. Impact of Educational Background on Career Opportunities Higher education levels correlate 
with a stronger emphasis on career opportunities as a retention factor. Among employees with a master’s degree 
or higher, 71% cited career advancement as their primary reason for staying with their current employer. Ng 
and Feldman (2022) found that highly educated employees have higher expectations for career progression and 
development. This indicates that organizations should provide clear career paths and advancement opportunities 
to retain employees with higher educational qualifications. Perception of Organizational Prestige Among New 
Hires Organizational prestige is a key factor for new hires, with 64% of employees with less than one year of 
tenure rating it as very important for retention. This finding is supported by Cable et al. (2023), who emphasize 
that organizational reputation significantly influences new employees’ commitment. A strong organizational 
reputation helps attract top talent and fosters a sense of pride and loyalty among new hires, which contributes to 
their retention. 5. Discussion The study underscores the critical role of compensation, career opportunities, and 
organizational prestige in employee retention within Nepalese banks. Compensation: Competitive compensation 
is particularly important for lower-level employees, who prioritize financial rewards as a key factor for retention. 
This finding aligns with Liden et al. (2023), which emphasizes the need for adequate compensation to satisfy 
the financial needs of employees at different levels. Banks should ensure that their compensation packages 
are competitive and reflective of industry standards to retain talent effectively. Career Opportunities: Career 
advancement opportunities are crucial for employees with higher education levels. Ng and Feldman (2022) highlight 
that employees with advanced degrees expect clear career progression paths. Organizations should develop and 
communicate career development programs to meet these expectations and retain highly educated employees. 
Organizational Prestige: The positive impact of organizational prestige on new hires indicates the importance of 
maintaining a strong employer brand. Cable et al. (2023) suggest that organizational reputation influences new 
employees’ commitment and retention. Banks should focus on building and promoting a positive organizational 
image to attract and retain top talent. Negative Impact of Training and Development: The study notes a negative 
impact of training and development on retention, suggesting that existing programs may not align with employee 
needs or expectations. This indicates a need for enhanced and more relevant development initiatives that address 
the specific needs of employees and support their career growth. To provide a comprehensive analysis following 
tables are used:

Descriptive Statistics Table
This table summarizes the mean scores, standard deviations, and percentage agreements for key variables related 
to employee retention.

Variable Mean 
Score (M)

Standard 
Deviation (SD) Percentage Agreement Cronbach’s Alpha

Compensation 4.2 0.8 74% (Assistant-level) 0.82
Career Opportunities 4.5 0.6 71% (Higher Education) 0.78
Organizational Prestige 4.3 0.7 64% (New Hires) 0.80

Descriptive Statistics
The descriptive statistics indicate that Career Opportunities have the highest mean score (4.5), followed by 
Organizational Prestige (4.3) and Compensation (4.2). The lower standard deviation for Career Opportunities 
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suggests a more consistent perception among respondents. The percentage agreements show that Compensation 
is a major concern for assistant-level employees, while Career Opportunities are crucial for those with higher 
education levels.

Correlation Matrix Table
This table shows the Pearson correlation coefficients between the key variables: Compensation, Career 
Opportunities, and Organizational Prestige. It helps to understand the relationships between these factors.
Variable Compensation Career Opportunities Organizational Prestige
Compensation 1.00 0.52** 0.48**
Career Opportunities 0.52** 1.00 0.56**
Organizational Prestige 0.48** 0.56** 1.00

Note: *p < 0.01

Correlation Matrix
The correlation matrix reveals positive relationships between Compensation, Career Opportunities, and 
Organizational Prestige. Career Opportunities have the highest correlation with Organizational Prestige (0.56), 
suggesting that employees who value career growth also tend to value organizational reputation. Compensation is 
moderately correlated with Career Opportunities (0.52) and Organizational Prestige (0.48), indicating that while 
related, these factors are distinct and contribute differently to employee retention.

Regression Analysis Table
This table presents the results of the regression analysis to examine the impact of Compensation, Career 
Opportunities, and Organizational Prestige on Employee Retention.

Predictor Variable Unstandardized 
Coefficients (B)

Standard 
Error (SE)

Standardized 
Coefficients (β) t p-value

Compensation 0.35 0.08 0.40 4.38 < 0.001
Career Opportunities 0.45 0.07 0.50 6.43 < 0.001
Organizational Prestige 0.30 0.09 0.35 3.33 0.001
R² 0.68
Adjusted R² 0.66
F-value 35.78 < 0.001

Regression Analysis
The regression analysis shows that all three predictors significantly impact Employee Retention. Career 
Opportunities has the highest standardized coefficient (β = 0.50), indicating it has the strongest impact on retention. 
Compensation (β = 0.40) and Organizational Prestige (β = 0.35) also significantly contribute to retention but 
to a lesser extent. The R² value of 0.68 means that these variables explain 68% of the variance in Employee 
Retention, indicating a strong model fit. The regression results confirm the importance of Compensation, Career 
Opportunities, and Organizational Prestige in influencing Employee Retention. Career Opportunities emerges 
as the most influential factor, suggesting that banks should prioritize career development initiatives to improve 
retention. Compensation and Organizational Prestige also play significant roles and should be addressed in 
retention strategies.

Role of Compensation Across Different Job Positions
Compensation is crucial for retention, particularly for lower-level employees. Data shows that 74% of assistant-
level employees prioritize compensation as a key factor for retention, compared to 52% of officers. This finding is 
consistent with recent research by Liden et al. (2023), which highlights the importance of competitive compensation 
for lower-level employees. Adequate compensation is essential for meeting the financial needs of these employees 
and enhancing their job satisfaction.
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Impact of Educational Background on Career Opportunities
Higher education levels correlate with a stronger emphasis on career opportunities as a retention factor. Among 
employees with a master’s degree or higher, 71% cited career advancement as their primary reason for staying with 
their current employer. Ng and Feldman (2022) found that highly educated employees have higher expectations 
for career progression and development. This indicates that organizations should provide clear career paths and 
advancement opportunities to retain employees with higher educational qualifications.

Perception of Organizational Prestige Among New Hires
Organizational prestige is a key factor for new hires, with 64% of employees with less than one year of tenure 
rating it as very important for retention. This finding is supported by Cable et al. (2023), who emphasize that 
organizational reputation significantly influences new employees’ commitment. A strong organizational 
reputation helps attract top talent and fosters a sense of pride and loyalty among new hires, which contributes to 
their retention.

Discussion
The study underscores the critical role of compensation, career opportunities, and organizational prestige in 
employee retention within Nepalese banks.

Compensation: Competitive compensation is particularly important for lower-level employees, who 
prioritize financial rewards as a key factor for retention. This finding aligns with Liden et al. (2023), which 
emphasizes the need for adequate compensation to satisfy the financial needs of employees at different levels. 
Banks should ensure that their compensation packages are competitive and reflective of industry standards to 
retain talent effectively.

Career Opportunities: Career advancement opportunities are crucial for employees with higher education 
levels. Ng and Feldman (2022) highlight that employees with advanced degrees expect clear career progression 
paths. Organizations should develop and communicate career development programs to meet these expectations 
and retain highly educated employees.

Organizational Prestige: The positive impact of organizational prestige on new hires indicates the importance 
of maintaining a strong employer brand. Cable et al. (2023) suggest that organizational reputation influences new 
employees’ commitment and retention. Banks should focus on building and promoting a positive organizational 
image to attract and retain top talent.

Negative Impact of Training and Development: The study notes a negative impact of training and 
development on retention, suggesting that existing programs may not align with employee needs or expectations. 
This indicates a need for enhanced and more relevant development initiatives that address the specific needs of 
employees and support their career growth.

Limitations
The study’s focus on only two banks within the Nepalese commercial banking sector may limit the generalizability 
of the findings to other banks or sectors. Convenience sampling may introduce biases, and the study’s concentration 
on specific organizational factors might overlook other important variables affecting retention. Additionally, the 
cross-sectional nature of the study may not capture changes in retention determinants over time, limiting the 
ability to draw conclusions about long-term trends.

Recommendations for Future Research
Future research should consider expanding the scope to include more banks and a broader range of variables 
to enhance the generalizability of the findings. Longitudinal studies could provide insights into how retention 
determinants evolve over time, offering a more comprehensive understanding of retention dynamics. Qualitative 
research could complement quantitative findings by exploring employees’ experiences and perceptions regarding 
retention in greater depth. Further investigation into the negative impact of training and development is 
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recommended to identify specific areas for improvement and ensure that programs are aligned with employee 
needs and organizational goals. Additionally, exploring the role of emerging factors such as remote work policies 
and organizational culture could provide valuable insights into retention strategies in the evolving workplace 
environment.
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