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Abstract

Background: Retention of the employees is recognized as one of the significant problems of the present business
world. The retention phenomena are observed to be impacted by the compensation practices employed by the
firm.

Objective: Based on this, the study aims to assess the compensation management strategies among Jordan
commercial banks using structural capital approach.

Methods: The study employed a quantitative design for assessing the employee retention. For this, data
collection has been done using a survey based on a questionnaire.

Results: The study has found a significant and positive impact of work life balance, satisfaction, and benefits on
structural capital and talent retention. Moreover, the study failed to report a significant impact of salary on
opportunity and job nature.

Conclusion: The structure of the compensation management in the banking sector must encourage a new design
for improving its impact intensity.

Keywords: compensation management strategy, talent retention, structural capital, Jordan
1. Introduction

In the present globalized economy, the significance of growth, advancement and sustaining a work-life balance
cannot be ignored (Lim et al., 2015). The need for these factors serves as a stimulus leading the employee to
switch from one firm to another. This is evident from the reported turnover of 9.6% in 2016 (Lowers &
Associates, 2018). Weigold et al. (2013) propose that the main reason why employees switch firms is the believe
that they cannot achieve their ambitions; therefore, they search for the right workplace that would allow such
possibility. This is based on their evaluation for the determined career objectives within their control that may
not be aligned to objectives of the firm that are central to the formation of a dependable base for profit. In this
regard, the study by Loan-Clarke (2010) asserts that misalignment of the employee wants and firm objectives
can lead to increased employee turnover.

Even though the general context of the employee turnover cannot be completely understood, several studies have
been conducted for clarifying the factors which increase its prospects. The research by Ashar (2013) asserts that
the turnover of the employee stems from his need for career development, while also highlighting it as a
contributing factor to his retention. Various strategies have been implemented by the firms for enhancing their
commitment such as the offering of better wages, training, compensation packages, and knowledge and
development opportunities for ensuring employee satisfaction. (Walia & Bajaj, 2012). Rahim et al. (2011) argues
that the satisfaction of the employee is linked to his compensation package. For employees, the nature of the
compensation packages serves as a source for meeting their wants and needs. Since it entails the fundamental
elements of employee satisfaction such as salaries, bonuses and incentives, its significant impact has been
reported by several studies (Ahmed et al., 2011).

Various researchers such as (Bartlett & Ghosal, 2013) have indicated the relationship between compensation
strategies and employee retention. Additionally, the study by Mokaya and Kipyegon (2014) has stressed upon the
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firms to form a connection between employee personal effort and remuneration in order to improve its workforce
productivity. The substantial increase in the stakeholder demand for transparency of the business practices has
driven firms to adopting a new system for quantifying and reporting. This necessitates the incorporation of
structural capital (Gogan et al., 2015). Moreover, innovative strategies towards compensation have also reported
having a substantial impact on the firms’ practices (Adeoye & Fields, 2014). Reflecting upon the economy
inclination towards knowledge, the development of the structural capital serves as a catalyst for increasing
employee’s retention. The study by Guan et al. (2015) has emphasized the integration of the key learning
aspects into its retention strategy for sustaining its top talent and sustaining its competitive edge in the
competitive business environment. For maintaining the firm talented workforce, the integration of the intellectual
capital using structural capital has been reported (Aramburu & S&nz, 2011). The concept of structural capital is
inclusive of the firms’ processes, practices, technologies, and information resource as well as intellectual
property rights (Mertins et al., 2009). Given this, Aramburu, and S&nz, (2011) highlights the significance of
structural capital by reporting it as an agent which retains the structures, manuals, and training materials even
when the employee is no longer associated with the firm. In other words, structural capital assimilates in
knowledge and intangible assets, which stems from the firm processes and incorporates efficiency, procedural
innovativeness, and information accessibility. The use of these structures allow the employees to enhance their
productive capacity. In addition to this, the study of Rahim et al. (2011) can be considered which has elucidated
the effectiveness of the structural compensation strategy for improving business performance and strengthening
the employee retention within the Malaysian firms. Given the dynamics of the innovative world, it is integral to
have the capacity to imitate the dynamic capabilities, which can continually yield, expand, enhance and
safeguard the firms’ unique asset base.

The needs are further amplified in the context of the banking sector. The turnover of employees in the banking
sector significantly thwarts its profitability prospects. With regard to the dynamic nature of the bank, the
unstructured retention of the employees can substantially increase its volatility aspects (Yin-Fah et al., 2010).
This makes it important for the leadership of banking sector to comprehensively understand the need to tie its
profitability and growth prospects to not only employee remuneration but also to his career development
(Gratton & Erickson, 2007). Samuel and Chipunza (2009) has argued that firms must offer their employee some
rewards (intrinsic/extrinsic) along with career progression opportunities to ensure their loyalty, satisfaction, and
increasing their retention prospects.

The movement of skilled workforce between different banks in Jordan has been reported in this sector, which
affects negatively its effectiveness and performance. Therefore, the study attempts to assess the effect of
compensation management on employee retention using structural capital as a mediating factor. The significance
of this study lies in the fact that it highlights the unique significance of compensation with regard to employee
retention in the Jordan commercial banking industries. Moreover, the retention aspect of an employee using the
structural capital approach as a mediator has not been studied previously (Shahnawaz & Jafri, 2009). The study
helps in evaluating the best retaining abilities of these bankers for overcoming constant mobility. Additionally,
the results of the study are assumed to be valuable in devising decisions for improving employee’s retention in
Jordan banks.

2. Conceptual Framework and Hypothesis Development

It is very crucial for firms to face the challenges of employee retentions due to increasing competition in industry.
Many firms face challenges in hiring skilled employees. Management and top-level executives spend their time,
effort and money to retain key employees in a firm. In this context, Haider et al., (2015) examine practices of
human resources management regarding employee retention in telecom sector. He reveals that compensation
strategy and culture of a firm positively affect the relationship of employee retention in firms. According to
Mabaso and Dlamini (2017) state, that compensation strategy of firms plays an energetic role in appealing,
encouraging and retaining talented employees of the firm. It reassures effective employees to remain in contract
the firm for long-term and serve the firm with their talented skills. Remuneration in the main foundation of this
employee-employer relationship. It has a strong impact on employee’s job satisfaction. In the light of Michael et
al. (2016) study, he analyzed a substantial relationship among employee retention, his appreciation towards job,
and satisfaction in environment and culture of a firm. He sustains that the more employee is rewarded by a firm,
the longer he remains in a firm, being beneficial for the firm. It is further supported by Obeidat (2016) study that
structural capital is an important factor in achieving goals for the firm to be successful. It deals with the structure
of a firm, which deals with the innovations and mechanisms, being an important part of the firm resources. Thus,
the firm who preserves a strong capital will implement a supportive culture where employees can try, learn and
practice innovative things despite of loss or profits (Ismail, 2005).
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Such practices of human resource management highly influence the performance of firm by affecting structural
capital of a firm which are conceptualize as the valuable resources of the firm (Bode et al., 2015). On the other
hand, many researchers assume structural capital as idol assets of the firm, which includes database, files,
trademark and structures. Because when employees leave the firm, these assets remain with the firm. This is
certainly true that structural capital and compensational strategies plays an important role in firm performances.
Specialists of human resource management are always anticipated to reconsider companies’ strategies and
reward programs to guarantee and address employees' motivation and commitment towards the success of the
firm. If satisfying job opportunities are offered, it is believed to in augmentation of employee retention. Many
other strategies proposed by Mabaso and Dlamini (2017) includes employee rewards, cash incentives, medical
and educational allowances, performance bonuses, employee benefit funds, new hiring and referral offers aids in
reducing employee retention and makes it difficult for an employee to leave a firm. Based on the above literature
review discussion the following conceptual framework and hypotheses are developed.

H1a: there is positive and significant influence of work life balance on opportunities.

H2a: there is positive and significant influence of salary on opportunities.

H3a: there is positive and significant influence of satisfaction on opportunities.

Hd4a: there is positive and significant influence of benefits on opportunities.

H5a: there is positive and significant mediation influence of structural capital on opportunities.
H6a: there is positive and significant mediation influence of structural capital on job nature.
H7a: there is positive and significant influence of work life balance on job nature.

H8a: there is positive and significant influence of satisfaction on job nature.

H9a: there is positive and significant influence of salary on job nature.

H10a: there is positive and significant influence of benefits on job nature.

Compensation Structural Capital Talent
Management Retenti
Strategy enten
Work life
balance ..
Opportunities
Salary
Satisfaction Job Nature
Benefits

Figure 1. Conceptual Framework
3. Methodology
3.1 Study Design

In the present study, the quantitative research design is employed. The selection of the particular design is based
on its effectiveness for collecting and evaluating data (Polit & Beck, 2016). Moreover, its representation in the
form of statistics makes its comprehension easy for the reader.

3.2 Study Population and Sample
Since there are 13 commercial banks in Jordan, all of the banks were targeted; therefore, there was no need for
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sampling. The population determined for the study constitute of managers and supervisors employed at the top
and middle management of banks in Jordan, because they are considered the most experienced respondents
concerning the variables used in the study. A total of 367 questionnaires were distributed. Only 322
questionnaires were returned properly filled, yielding a response rate of 87%.

3.3 Data Collection

The study conducted a survey for collecting the data from the bankers. For this, it used a close-ended
questionnaire. The instrument of the questionnaire was used as it allows gathering the data in an easy and speedy
manner. The items on the questionnaire were categorized into four parts. The first part encompasses items which
collect the demographic details of the managers and supervisors. While the second part focuses on compensation
management which is further categorized into four subparts such as work-life balance, salary, satisfaction, and
benefits. Whereas, the third part deals with structural capital which comprises of firm structure and social
structure as its subcomponents. The last part in the questionnaire is focused on talent management which is
further categorized into three parts such as development opportunities, and job nature. Each part in the
questionnaire comprises of three items, which sums up to 24 items in the questionnaire. Moreover, a 3-point
Likert scale is used where each item can be marked from 1 likely to 3 unlikely. The utilization of this scale
makes it easy for the participant to respond to the particular item, as per their view.

3.4 Data Analysis

The study used IBM SPSS version 22.0 for analyzing the gathered data. path analysis and confirmatory factor
analysis has been performed using structural equation modeling.

4. Results

Prior to the distribution of the questionnaire, the reliability of the items was assessed using the questionnaire.
Table 1 exhibits the achieved value of the questionnaire items.

Table 1. Questionnaire Reliability

Variables Number of Items

Compensation Management

Work-L ife Balance

CMW1 0.776
CMW2
CMW3

Salary

CMS1 0.784
CMS2
CMS3

Satisfaction

CMSF1 0.742
CMSF2
CMSF3

Benefits

CMB1 0.875
CMB2
CMB3

Structural Capital

Firm Structure

Os1 0.894
0Ss2
0S3

Social Structure 0.875
SS1
SS2
SS3

Talent Management

Development Opportunities

DO1 0.789
DO2
DO3

Job Nature

JN1 0.987
JN2
JN3
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Table 2 indicated factor loadings based on exploratory factor analysis, in which all values should be greater than
0.60 and the whole variance should to be greater than 60 percent. In the table below, all items have achieved
higher values than the cutoff point of 0.60 for loading. The whole variance of the model was also 85 percent,
indicating that exploratory factor analysis results were exact and satisfactory according to the recommended
cutoff point.

Table 2. Rotated Component Matrix

Component

1 2 3 4 5 6 7

WB3 .898

WB2 .889

WB1 799

SAL1 .898

SAL2 .854

SAL3 .862

SAT?2 875

SAT3 .763

SAT1 754

BEN2 .952

BEN3 .946

SC2 .786

SC1 .746

SC3 .689

OPP1 0.925

OPP3 0.775

OPP2 0.859

JN1 0.839
JN3 0.978
JN2 0.856
Total 2.375 2.254 1.998 1.621 1.687 1.781 1.787
% of Variance 15.752 15.312 14.369 15.016 12.052 13.001 13.156
Cumulative % 15.751 34.064 48.323 59.349 73.391 82.258 85.486

Table 3 below shows the construct validity through the factor loading test for all the items. The cutoff point of
factor loading has been set at 0.60. Accordingly, the model below shows greater values than the set cutoff point
(0.60). The study achieved validity of construct to all items excluding item SCP3, which demonstrates a value of
0.510 (lower than the set cut off point). Nonetheless, the overall value of the model is acceptable and therefore
the model considered valid for analyses.

Table 3. Construct Validity

Estimate P Value
WB3 <--- Work life balance 0.898 0.000
WB2 <--- Work life balance 0.924 0.000
WB1 <--- Work life balance 0.578 0.000
SAL1 <--- Salary 0.863 0.000
SAL2 <--- Salary 0.889 0.000
SAL3 <--- Salary 0.737 0.000
SAT2 <--- Satisfaction 0.889 0.000
SAT3 <--- Satisfaction 0.568 0.000
SAT1 <--- Satisfaction 0.679 0.000
BEN2 <--- Benefits 0.895 0.000
BEN3 <--- Benefits 0.773 0.000
SC2 <--- Benefits 0.658 0.000
SC1 <--- Structural capital 0.582 0.000
SC3 <--- Structural capital 0.510 0.000
OPP1 <--- Opportunity 0.789 0.000
OPP3 <--- Opportunity 0.796 0.000
OPP2 <--- Opportunity 0.872 0.000
JN1 <--- Job nature 0.809 0.000
JN3 <--- Job nature 0.852 0.000
JN2 <--- Job nature 0.495 0.000

The table below displays that there must be fulfillment of all the fit indices in both models. Hair et al. (2010)
endorsed all the fit indices except for item AGFI > 0.85, which was proposed by Cole (1987). Consequently, and
based on the results, CFA and SEM model values have been validated and substantially accurate in nature (Table
4).

169



http://ibr.ccsenet.org International Business Research \Vol. 12, No. 3; 2019

Table 4. Model Fit Indices

Threshold CFA SEM
CMIN/DF < 3.00 2.869 1.971
GFI >0.80 0.982 0.922
AGFI >0.80 0.896 0.974
CFlI >0.90 0.944 0.944
TLI >0.80 0.981 0.931
NFI >0.80 0.865 0.886
RMSEA <0.08 0.061 0.062
PCLOSE >0.10 0.179 0.155

Table 5 below presents the results of discriminant validity test; the discriminate validity is the measurement of
the interrelation between the items of the variables. Since the constructs of the items were established through
theoretical grounds, the test below measures the variance among items to confirm their separate functionality and
individuality. According to Hair et al. (2010) all construct variables based on AVE square root indicate that every
individual variable construct has higher values than the other constructs.

Table 5. Discriminant Validity

CR AVE  Work Salary Satisfaction  Benefits  Structural Job Opportunities

life capital nature
balance
Work life 0.859 0.67 0.832
balance
Salary 0.812 0.625  0.057 0.789
Satisfaction  0.788 0.539  0.172*  0.254** 0.73
Benefits 0.884 0.796 0.049  0.336*** 0.143 0.891
Structural 0.619 0.453  0.156 -0.196* -0.163 0.043 0.582
capital
Job nature 0579 0.687  0.014 0.015 0.054 0.156 0.056 0.616
Opportunity  0.789  0.578  0.078 0.065 0.145 0.045 0.074 0.075 0.754

Path analysis has been presented in table 6 to summarize the impact of compensation management strategies on
talent retention with the mediation of structural capital. The results have shown a significant and positive impact
of work life balance (P = 0.033), satisfaction (P = 0.016), and benefits (P = 0.001) on opportunity; therefore,
accepting Hla, H3a, and H4a. However, the results fail to find a significant impact of salary on the opportunity
(P = 0.671); thus, rejecting H2a. In addition, the results have found an insignificant mediation of structural
capital on opportunity (P = 0.128); therefore, rejecting H5a. Whereas, the results revealed a significant mediation
impact on job nature (P = 0.002); therefore, accepting H6a. Similarly, the results have found a significant impact
of work life balance, salary, satisfaction, and benefits on the job nature of employees; thus, accepting H7a, H8a,
H9a, and H10a.

Table 6. Path Analysis

Estimate S.E. T-Stats P Value
Work life balance <--- Opportunity 0.097 0.061 2431 0.033
Salary <--- Opportunity 0.050 0.098 0.464 0.671
Satisfaction <--- Opportunity 0.127 0.074 2.836 0.016
Benefits <--- Opportunity 0.461 0.088 4.535 0.001
Structural capital <--- Opportunity -0.145 0.077 -1.561 0.128
Structural capital <--- Job nature 0.024 0.075 2.140 0.002
Work life balance <--- Job nature 0.011 0.068 1.215 0.007
Salary <--- Job nature 0.456 0.086 2.140 0.003
Satisfaction <--- Job nature 0.564 0.094 1.158 0.035
Benefits <--- Job nature 0.452 0.065 2.179 0.013

5. Discussion

The results of the study reveal that the compensation management strategy involving structural capital is
beneficial for the retention of the commercial banking sector employees in Jordan. These results are supported
by the study of Chiekezie et al. (2017) which also employed the same structural capital strategy for the
commercial banks in Nigeria. The inclusion of work-life balance as a part of the compensation management
improves employee satisfaction and retention as per the study findings. These are corroborated by the study of
Deery, M., and Jago, L. (2015) which assessed talent management as well as work-life balance.

Various other studies such as Zahoor et al. (2015) and Kakar et al. (2015) have highlighted the significant impact
of work-life balance and employee tenure in a firm. Based on the present study findings, the study has found that
the salary has a positive impact on the retention though its negative impact on development opportunities is
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reported. Abu Jadayil (2011) has endorsed the study findings by reporting a positive impact of salary on the
retention of industrial sector employees in Jordan. Moreover, the present study has also reported an insignificant
relationship between salary and job nature consistent with the study findings of Malik et al. (2012).

Firm structure impact has been stated positive, which is in-line with the previous study of Aramburu and S&nz
(2011). Hoshavi and Ramezan (2011) on intellectual and firm capital also found similar results indicating
improved retention rate of the employees. Further, the use of structural capital has also improved the retention as
its integration induces an interaction among the employees. This improved the knowledge of the employee
helping in his career progression and increasing retention prospects. The study of Brookes et al. (2007) is found
parallel to the present study highlighting that social structure improves the retention of the employees as well as
their performance. Also, the study has reported a negative impact of structural capital on the opportunity to grow.
These results are found conflicting to the study outcomes of Wang (2011) on Taiwan capital market. Furthermore,
the findings also reveal that salary and job nature have a negative relationship in the retention of the employee as
endorsed by the study of Malik et al. (2012).

The results of the present study suggest that if employees are provided with training and development
opportunities, their association length and level with the firm enhances. This statement is mentioned by the study
of Karve and Dias (2016) which indicated the positive outcome of training and development on talent retention.
Overall outcomes of the present study suggest that the compensation management of the employees produces a
positive outcome on employee retention. These are parallel to Rahim et al. (2011) which stated that developing
effective compensation policies allows the firms to attract, satisfy, retain as well as motivate employees, driving
their satisfaction and retention level upward. This also helps in the formation of a competitive advantage in
assisting the firms in the achievement of its business objectives.

The study also reports certain shortcomings in terms of its generalizability due to its limitation of the business
sector and region. Given this, more studies on different regions can be conducted for evaluating the impact of
compensation management on the employee retention inducing in the component of structural capital. Also,
qualitative design can be adopted for improving the existing knowledge of compensation management and
structural capital.

6. Conclusion

The study concludes that the compensation strategies allow the firm to not only retain its employees but also
improve the employee satisfaction leading to their retention in the firm. Along with it, the support of the
employees through educating and training them may act as a stimulation tool for their retention in the firm.
Based on the findings, the study urges the commercial banks in Jordan to endeavor towards realizing effective
practices for retaining their best talent. It further suggests attaining equilibrium among the firm objectives and
employee individual goals which allows it to combat the employee retention challenges.

During conducting the study, some limitations have been noticed concerning its generalizability. Such as
applying, the study findings stand limited to Jordan and to commercial banks. Moreover, the study guides future
investigation of the moderating influence of spiritual capital within firms. In addition, the administrators' role
can be assessed regarding talent retention.
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