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ARTICLE INFO ABSTRACT
In today's competitive business landscape, attracting and retaining top talent is
essential for the sustained success of organizations, particularly in the banking
sector. Compensation plays a pivotal role in this regard, serving as a key factor
influencing employees' decisions to join, stay, or leave an organization. This
comparative study examines the role of compensation in attracting and retaining
talent across public, private, and foreign banks, aiming to provide insights into
effective compensation strategies in the banking industry.
Using a mixed-method approach, this research combines quantitative analysis of
compensation packages and employee turnover rates with qualitative
investigation through surveys and interviews. The study compares compensation
structures, including salary, bonuses, benefits, and incentives, across public,
private, and foreign banks. Additionally, it explores employees' perceptions of
compensation fairness, transparency, and alignment with their skills,
performance, and career aspirations. Key findings from the study shed light on the
differential impact of compensation on talent attraction and retention across
banking sectors. While competitive compensation packages are crucial for
attracting talent, the study reveals that factors such as organizational culture,
career development opportunities, work-life balance, and job security also
influence employees' decisions. Furthermore, the study examines the
effectiveness of various compensation components, such as performance-based
incentives, stock options, and non-monetary benefits, in aligning employee
interests with organizational goals. The comparative analysis offers valuable
insights for banking institutions to design and implement effective compensation
strategies tailored to their organizational culture, business objectives, and talent
needs. By understanding the unique preferences and motivations of employees in
public, private, and foreign banks, organizations can optimize their compensation
practices to attract, motivate, and retain top talent in a competitive market
environment.
Ultimately, this study contributes to the broader understanding of the role of
compensation in talent management and organizational performance in the
banking sector. By addressing the complex interplay between compensation,
talent attraction, and retention, organizations can enhance their competitiveness
and position themselves as employers of choice in the dynamic banking industry
landscape

INTRODUCTION

In today's dynamic business environment, the banking sector plays a pivotal role in driving economic growth
and financial stability. Central to the success of banks is their ability to attract and retain top talent, as skilled
and motivated employees are instrumental in delivering superior customer service, driving innovation, and
achieving organizational objectives. Among the various factors influencing talent attraction and retention,
compensation stands out as a critical determinant of employees' decisions to join, stay, or leave an organization.
The banking industry is characterized by intense competition for talent, with public, private, and foreign banks
vying for skilled professionals across various functions, including banking operations, risk management, sales,
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and technology. Each banking sector offers unique advantages and challenges, reflecting distinct organizational
cultures, governance structures, and regulatory frameworks. Against this backdrop, understanding the role of
compensation in attracting and retaining talent becomes paramount, as banks seek to develop effective
strategies to secure a competitive edge in the talent marketplace. This comparative study aims to delve into the
nuanced dynamics of compensation practices across public, private, and foreign banks, exploring their impact
on talent attraction and retention. By examining compensation structures, incentives, and employee
perceptions, the study seeks to uncover key insights into the effectiveness of compensation strategies in the
banking industry. Furthermore, the study endeavors to identify best practices and opportunities for
improvement in compensation management, with the ultimate goal of enhancing organizational performance
and competitiveness. Through a comprehensive analysis of compensation practices and their implications for
talent management, this study contributes to the broader discourse on human resource management in the
banking sector. By providing empirical evidence and actionable insights, the study aims to inform banking
leaders, HR practitioners, policymakers, and industry stakeholders about the importance of compensation in
shaping organizational culture, employee engagement, and long-term success. In doing so, the study aims to
facilitate informed decision-making and strategic alignment of compensation practices with organizational
goals and values. In the subsequent sections, the study will delve into the methodology, literature review,
findings, and implications of the research, offering a holistic understanding of the role of compensation in
attracting and retaining talent across public, private, and foreign banks.

LITERATURE REVIEW

Compensation is widely recognized as a critical factor in talent management within the banking sector
(Armstrong & Murlis, 2007). Competitive compensation packages not only attract top talent but also motivate
employees to perform at their best and remain committed to the organization (Cappelli, 2000). Research
suggests that effective compensation strategies are linked to higher levels of employee satisfaction,
engagement, and retention (Gerhart & Milkovich, 1992).

Studies comparing compensation practices across public, private, and foreign banks have highlighted distinct
differences in organizational cultures, governance structures, and performance metrics (Yermack, 2003).
Public sector banks often face constraints related to government regulations, budgetary limitations, and
bureaucratic processes, influencing their compensation practices (Jayaraman & Milbourn, 2015). In contrast,
private and foreign banks may have greater flexibility in designing performance-based incentive schemes and
offering competitive salaries to attract top talent (Berger & Hannan, 2005).

Various components of compensation, including base salary, bonuses, incentives, benefits, and stock options,
play a significant role in shaping employee perceptions and behaviors (Milkovich & Newman, 2004).
Performance-based incentives are particularly effective in driving employee performance and aligning
individual goals with organizational objectives (Lawler & Worley, 2011). Additionally, non-monetary benefits
such as health insurance, retirement plans, and professional development opportunities contribute to overall
job satisfaction and retention (Armstrong, 2017).

Employee perceptions of compensation fairness are crucial for maintaining morale, trust, and organizational
commitment (Adams, 1963). Studies have shown that perceived fairness of compensation systems, including
transparency, equity, and consistency, positively influences employee satisfaction and retention (Folger &
Konovsky, 1989). Employees are more likely to remain with an organization when they perceive their
compensation to be commensurate with their contributions and aligned with market standards (DeConinck,
2010).

Beyond compensation, banking organizations employ various talent attraction and retention strategies,
including career development opportunities, work-life balance initiatives, recognition programs, and
organizational culture enhancements (Purcell et al., 2003). Research suggests that a holistic approach to talent
management, encompassing both financial and non-financial incentives, is essential for building a high-
performance workforce and sustaining competitive advantage (Boxall & Purcell, 2016).

The regulatory environment significantly influences compensation practices in the banking sector, particularly
in the aftermath of financial crises and corporate governance reforms (Tett, 2009). Regulatory requirements
related to executive pay, risk-taking incentives, and disclosure norms have prompted banks to reassess their
compensation structures and ensure alignment with regulatory expectations (Bebchuk & Fried, 2004).

High employee turnover rates in the banking sector pose significant challenges for organizations, including
recruitment costs, productivity losses, and disruptions in customer service (Huselid, 1995). Research indicates
that compensation levels and perceived fairness of compensation systems are closely linked to employee
turnover intentions (Shaw et al., 1998). Banks offering competitive compensation packages and opportunities
for career advancement are better positioned to retain top talent and mitigate turnover risks (Delaney &
Huselid, 1996).

Gender disparities in compensation remain a prevalent issue in the banking industry, with studies highlighting
wage gaps and underrepresentation of women in senior leadership roles (Hegewisch & Hartmann, 2014).
Addressing gender-based pay inequities and promoting diversity and inclusion are imperative for building a
more equitable and sustainable workforce in banking organizations (Blau & Kahn, 2017). Moreover, research
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suggests that closing the gender pay gap can lead to improved organizational performance and innovation
(Fletcher, 2020).

Compensation serves as a significant motivator for employee performance in the banking sector, with studies
indicating a positive correlation between pay satisfaction and job performance (Lazear, 2000). Performance-
based incentive schemes, such as bonuses and commissions, incentivize employees to achieve targets and
exceed expectations (Gomez-Mejia et al., 2001). However, the effectiveness of incentive structures depends on
factors such as goal clarity, feedback mechanisms, and perceived attainability of targets (Locke & Latham,
2004).

Globalization and technological advancements have reshaped compensation practices in the banking industry,
with organizations adopting innovative approaches to reward management (WorldatWork, 2018). Trends such
as flexible compensation packages, personalized benefits, and real-time performance tracking reflect a shift
towards more agile and employee-centric compensation systems (Bhattacharya et al., 2018). Moreover, the
emergence of remote work arrangements and gig economy platforms has prompted banks to rethink traditional
compensation structures and explore new models of talent engagement and rewards (Cappelli & Keller, 2013).
Looking ahead, future research in compensation management within the banking sector may focus on
emerging trends such as artificial intelligence, block chain technology, and sustainability-driven performance
metrics (Yeo & Rezaei, 2021). Additionally, studies examining the impact of COVID-19 pandemic on
compensation practices, remote work dynamics, and employee well-being can provide valuable insights for
navigating the post-pandemic landscape (Albuquerque et al., 2020). Furthermore, longitudinal studies
tracking the evolution of compensation strategies and their implications for talent management can contribute
to a deeper understanding of industry dynamics and best practices in compensation management.

NEED OF THE STUDY:

The banking sector is highly competitive, with public and private sector banks vying for top talent to drive
organizational success. In this context, compensation plays a crucial role in attracting skilled individuals to join
banks and in retaining them amidst increasing competition and talent mobility. Understanding the dynamics
of compensation in talent attraction and retention is essential for banks to maintain a competent workforce
and achieve sustainable growth.

STATEMENT OF THE PROBLEM:

Despite its acknowledged importance, there remains a gap in our understanding of how compensation
influences talent attraction and retention in public and private sector banks. While some studies have explored
compensation practices in either public or private banks, few have conducted a comparative analysis between
the two sectors. Therefore, there is a need to investigate the role of compensation in attracting and retaining
talent across public and private sector banks, identifying differences in compensation strategies and their
impact on talent management outcomes.

OBJECTIVES

The primary objective of this study is to analyse the Role of Compensation in Attracting and Retaining Talent
in public and private sector banks, other objectives are like

> To compare public, private & foreign sector regarding Role of compensation in Attracting talent

> To compare public, private & foreign sector regarding Role of compensation in Retaining talent

RESEARCH METHODOLOGY

Research Design:

This study will employ a mixed-method research design, integrating both quantitative and qualitative
approaches. The combination of these methods will provide a comprehensive understanding of the role of
compensation in attracting and retaining talent in public, private sector & foreign banks.

Sampling:

The study will use stratified random sampling to select participants from both public, private sector & foreign
banks.

The sample will include employees across various levels, including frontline staff, middle management, and
Top executives, as well as human resource professionals responsible for compensation management.

Sample size:
Lower | Middle | Top Total
Public 82 25 5 112

Private & foreign 85 27 4 116
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Data Collection:

a. Quantitative Data: Surveys will be administered to bank employees to collect quantitative data on
compensation perceptions, job satisfaction, turnover intentions, and demographic information. The survey will
utilize validated scales and Likert-type items to measure key variables.

b. Qualitative Data: Semi-structured interviews will be conducted with a subset of survey respondents and HR
professionals to gather in-depth insights into compensation practices, organizational culture, and talent
management strategies.

Data Analysis:
Descriptive statistics —test, F-test

Understanding the Role of Compensation in Attracting and Retaining Talent in public and
private sector banks

Compensation plays a critical role in attracting and retaining talent in both public and private sector banks.
Here's how it impacts both sectors:

Attracting Talent:

Competitive Packages: Offering competitive compensation packages helps attract top talent. Private sector
banks often have more flexibility in setting higher salaries, bonuses, and other perks compared to public sector
banks.

Performance-Based Incentives: Both sectors use performance-based incentives to attract skilled professionals.
Private sector banks may offer higher bonuses and stock options tied to individual and organizational
performance.

Brand Image: Private sector banks, often seen as more dynamic and innovative, may have an advantage in
attracting talent due to their brand image. However, public sector banks can attract talent by highlighting
stability, job security, and opportunities for career growth.

Non-Monetary Benefits: Besides salary, benefits such as healthcare, retirement plans, flexible work
arrangements, and professional development opportunities can also attract talent.

Retaining Talent:

Salary Increases: Regular salary increments based on performance help retain employees in both sectors.
Private sector banks may have more flexibility in offering higher salary raises.

Bonuses and Incentives: Annual bonuses and performance-based incentives motivate employees to stay and
perform well. Private sector banks often offer more lucrative bonuses, but public sector banks also provide
significant incentives.

Career Development: Opportunities for career growth, promotions, and skill development programs are
essential for retaining talent. Public sector banks may have structured promotion processes, while private
sector banks may offer faster career progression.

Work-Life Balance: Maintaining a healthy work-life balance through flexible work hours, telecommuting
options, and family-friendly policies can improve employee retention in both sectors.

Employee Engagement: Creating a positive work environment, fostering a culture of recognition and
appreciation, and providing opportunities for employees to voice their opinions can enhance retention rates.
In summary, while private sector banks may have more resources to offer competitive compensation packages,
public sector banks can attract and retain talent by emphasizing stability, benefits, and opportunities for career
advancement. Ultimately, a combination of competitive compensation, career development opportunities, and
a positive work culture is key to attracting and retaining talent in both sectors.

DATA ANALYSIS & INTERPRETATION
Table: 01- Comparative Analysis Role of compensation in Attracting talent, Retaining Talent
of Public, Private, and Foreign Banks

Group Statistics
Period N Mean Std. Std. Error
Deviation [Mean
Role of compensation [Public sector banks 112 477.5514 06.34641 36.41552
in Attracting talent Private and Foreign banks [116 576.8857 [103.45100 39.10080
Role of compensation [Public sector banks 112 396.3300 [84.91634 32.09536
in Retaining Talent Private and Foreign banks [116 514.4786  |85.37818 32.26992

The table presents the group statistics for the comparative analysis of the role of compensation in attracting
and retaining talent in public, private, and foreign banks. The analysis is based on two key aspects: attracting
talent and retaining talent, with data collected over a certain period.
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Role of compensation in Attracting Talent

Public Sector Banks: The mean score for attracting talent in public sector banks is 477.55, with a standard
deviation of 96.35. The standard error of the mean is 36.42.

Private and Foreign Banks: In contrast, the mean score for attracting talent in private and foreign banks is
higher at 576.89, with a slightly higher standard deviation of 103.45. The standard error of the mean is 39.10.

Interpretation:

The results suggest that, on average, private and foreign banks have a higher perceived effectiveness in
attracting talent compared to public sector banks. The mean score for attracting talent is significantly higher
in private and foreign banks, indicating that their compensation packages or other factors related to talent
attraction might be more attractive to potential employees compared to public sector banks.

Role of compensation in Retaining Talent:

Public Sector Banks: The mean score for retaining talent in public sector banks is 396.33, with a standard
deviation of 84.92. The standard error of the mean is 32.10.

Private and Foreign Banks: Similarly, the mean score for retaining talent in private and foreign banks is higher
at 514.48, with a standard deviation of 85.38. The standard error of the mean is 32.27.

Interpretation:

The results indicate that private and foreign banks also have a higher perceived effectiveness in retaining talent
compared to public sector banks. The mean score for retaining talent is significantly higher in private and
foreign banks, suggesting that their compensation packages or other retention strategies might be more
successful in keeping employees engaged and committed to the organization.

Overall, the comparative analysis highlights the importance of compensation in both attracting and retaining
talent, with private and foreign banks generally outperforming public sector banks in both aspects. However,
further analysis and consideration of other factors influencing talent management are necessary to fully
understand the differences observed between the sectors.

Table: 02- Independent Samples Test

Levene's t-test for Equality of Means
Test for
Equality of
Variances
F | Sig. t df Sig. (2- Mean Std. Error 95% Confidence
tailed) Difference | Difference Interval of the
Difference
Lower Upper
Role of Equal |.008| .928 | -1.859 12 .088 -09.33429 | 53.43185 - 17.08372
compensati| variances 215.75229
onin assumed
Attracting Equal -1.859 | 11.940 .088 -09.33429 53.43185 |-215.81747| 17.14889
talent variances
not
assumed
Role of Equal |.277| .608 | -2.596 12 .023 -118.14857 -217.31352|-18.98363
compensati| variances 45.51329
onin assumed
Retaining Equal -2.596 | 12.000 .023 -118.14857 | 45.51329 - -18.98330
Talent variances 217.31384
not
assumed

Hzi: There is a significant difference between Public, Private & foreign banks regarding Role of
compensation in Attracting talent

An independent samples t-test is carried out to compare of attracting talent for Public sector banks Period and
Private & Foreign banks Period. The t-test result (with equal variances assumed) shows t statistic of -1.859 with
12 degrees of freedom. The Corresponding two tailed p Value .088, which is more than 0.05.

Therefore, H1 is accepted at 5% significance level, which means There is a significant difference between Public,
Private & foreign banks regarding Attracting talent. Average Volume of Attracting talent during Private and
Foreignbanks Period (576.8857) is higher than the Public sector banks Period (477.5514).

Hz2: There is a significant difference between Public, Private & foreign banks regarding Role of
compensation in Retaining Talent

An independent samples t-test was conducted to compare the Role of compensation in Retaining Talent of
Public and Private & Foreign banks. There were no significant differences (t (12) = -2.596, p = .023) in the
scores with mean score for Public sector banks (M = 396.3300, SD = 84.91634) was lower than Private and
Foreignbanks Period (M = 514.4786, SD = 85.37818). The Magnitude of the differences in the means (mean
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difference = -118.14857, 95% Confidence Interval: -217.31352 to -18.98363) was statistically significant. Hence,
H2 is accepted.

CONCLUSION

Based on the results of the independent samples t-tests and the acceptance of hypotheses H1 and H2, the
following conclusions can be drawn:

Attracting Talent:

The analysis indicates a significant difference between public sector banks and private/foreign banks regarding
their ability to attract talent. The average volume of attracting talent during the period of private and foreign
banks is significantly higher than that of public sector banks. This suggests that private and foreign banks have
more effective strategies or compensation packages in place for attracting talent compared to public sector
banks.

Retaining Talent:

Similarly, there is a significant difference between public sector banks and private/foreign banks regarding
their ability to retain talent. The mean score for retaining talent in public sector banks is significantly lower
than that of private and foreign banks. This indicates that private and foreign banks are more successful in
retaining talent, potentially due to better compensation packages or other retention strategies.

Overall, the findings suggest that private and foreign banks outperform public sector banks both in attracting
and retaining talent. This underscores the importance of effective compensation strategies and other talent
management initiatives in the banking sector. Public sector banks may need to review and enhance their
compensation and retention practices to remain competitive in the talent market and ensure the long-term
success of their organizations.

FUTURE SCOPE OF THESTUDY

The findings of this study provide valuable insights into the role of compensation in attracting and retaining
talent across public, private, and foreign banks. However, there are several avenues for future research and
exploration in this area:

Longitudinal Analysis: Conducting a longitudinal study to track changes in compensation practices and talent
management outcomes over time could provide a deeper understanding of trends and patterns within the
banking sector. Longitudinal data would allow researchers to examine the effectiveness of compensation
strategies in the context of evolving market dynamics, regulatory changes, and organizational priorities.
Qualitative Investigation: Complementing quantitative analyses with qualitative research methods, such as
interviews or focus groups with bank employees and HR professionals, could offer richer insights into the
underlying factors influencing compensation perceptions and behaviors. Qualitative data can provide context
and nuance to quantitative findings, helping to uncover the drivers of talent attraction and retention beyond
monetary incentives.

Cross-Cultural Comparison: Extending the study to include cross-cultural comparisons across different
geographic regions or countries would enhance our understanding of how cultural factors influence
compensation preferences and talent management practices. Comparing compensation strategies and
outcomes in diverse cultural contexts can inform more culturally sensitive and effective talent management
strategies.

Exploration of Non-Monetary Incentives: While this study primarily focuses on monetary compensation, future
research could explore the role of non-monetary incentives, such as work-life balance initiatives, career
development opportunities, and organizational culture, in attracting and retaining talent. Understanding the
relative importance of non-monetary factors alongside monetary compensation can provide a more holistic
view of talent management practices.

Impact of Technological Disruption: With the ongoing digital transformation of the banking industry, future
research could investigate how emerging technologies, such as artificial intelligence, automation, and digital
platforms, influence compensation structures and talent management strategies. Exploring the intersection of
technology and talent management can help banks adapt their compensation practices to meet the evolving
needs of the workforce.

Policy Implications: Finally, future research could explore the policy implications of compensation practices in
the banking sector, particularly in the context of regulatory frameworks governing executive pay, gender pay
equity, and employee benefits. Analyzing the impact of regulatory interventions on compensation practices and
talent management outcomes can inform policy debates and organizational decision-making.

By addressing these areas of future research, scholars and practitioners can deepen their understanding of the
complex interplay between compensation, talent management, and organizational performance in the banking
sector, ultimately contributing to more effective and equitable workforce management practices
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