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Abstract 
This study examined the effect of Profit sharing on Employee Retention in 
Selected Deposit Money Banks in Maiduguri Metropolis, Borno State. The 
population of the study was 198 respondents with a sample size of 132 
respondents obtained using Yamane’s formula. Data was collected by using 
structured questionnaires administered to the respondents. The data 
collected was analysed using multiple regression analysis with the aid of 
statistical package for the social sciences (SPSS). The major findings of the 
study revealed that there is significant effect of profit sharing on employee 
retention in the study area. The study concludes that monetary reward 
offered to employees’ in banking sector leads to performance and plays a vital 
role in determination of their level of retention, where as inadequate 
monetary reward is percept as major setback to employees retention and this 
would brought about low performance and high employees’ turnover. 
Therefore, study recommends that management should endeavour to shows 
the present of fairness in their monetary rewards as employees are agents 
who are affected by the profit sharing, management should also try as much 
as possible to adopt good and positive retention strategies to increase the 
morale of the workers toward performance. 
 
Keywords: Profit sharing, monetary reward, Employee retention, Deposit 
Money Banks 

 

Introduction 

Ability to attract and retain skilled and experienced employees as well as keep 

them highly motivated has become very imperative in today’s competitive 

environment. Reward system play an important role in shaping the 

employee’s behaviour, and they are the most powerful means of 
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communicating the organisation’s value, performance standards and 

expectations through the stimulation and direction of employees along the 

path of goal accomplishment. Ability to attract and retain skilled and 

experienced employees as well as keep them highly motivated has become 

very imperative in today’s competitive environment. Organisations are setup 

to achieve specific goals and that employee’s is the most vital resource in the 

achievement of the goals. Deposit Money Banks as institutions that mobilize 

funds from surplus to deficit, act as a tool for economic growth and 

development, particularly for developing economy like Nigeria. To retain 

employee’s require motivation and the factors that motivate employees to 

stay in their job are therefore vital as its affect the performance of the 

organization. However, skilled employees’ enable the organization to gain 

competitive advantage.  

Similarly, reward system has been identified as essential tool that deposit 

money banks can use to keep skilled and experienced human resource in a 

desired ways. Therefore, monetary reward plays a critical role in motivating 

and retaining competent employees. In Nigerian banking sector, several 

rewards package are provided to committed and dedicated employees, such 

rewards are end of year bonus, sharing the portion of organization ‘s profit to 

employees are proved to be effective in retaining key workforce. Armstrong 

(2002) indicates that a monetary reward system is part of the overall strategic 

plan of the organization. It is also pragmatic in nature in the sense that an 

organizations, from time to time consider the desirability of reviewing it or 

not. A monetary reward therefore, is a veritable means of attracting human 

resources and reducing labour turnover.  

 In the same light, Antomioni (1999), posits that, the amount of effort 

employees are willing to put in their job depend on the degree to which they 

feel their motivational needs will be satisfied. Furthermore, employees 

become de-motivated if they feel their needs are not taken care up in the 

organisation which prevents them from attaining a set target. Though, to 

prevent switching of employees from one bank to another, there is a need to 

design a well-planned reward programs that can stimulate employees to 

appreciate their job. Over the years, it has been asserted that the selected 

Deposit Banks in Maiduguri Metropolis have made efforts to improve the 

rewards of their employees at all levels so as to boost their morale. However, 

such efforts have not yielded the desired results, as lack of motivation and 
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rewards have been identified as the major causes of high employee turnover 

in those banks.  

Similarly, it has also been observed that monetary reward is the effective 

motivator in those banks, as it leads to the attraction and retention of 

employees in the banks. This resulted in the relative stability of their 

operation. As a result, this trend has taken another dimension because system 

of rewards employed in the past to retaining employees may no longer 

persuade bank workforce of today. This is the major reasons instability of 

labour is looming in Nigeria’s banking industry. Therefore, the selected 

Deposit Money Banks have embarked on strategic measures and policies to 

reverse the trend. The measures include sharing a portion of bank profits to 

all cadres of staff at the end of financial year. Despite the measures and 

policies taken by the banks, employees’ turnover is still unabated and 

retention of competent employees has been a major challenge. However, the 

intends of this study is to assess the effect of profit sharing on employee 

retention in selected Deposits Money Banks in Maiduguri metropolis, Borno 

State, Nigeria.  

 
Conceptual and Theoretical Framework  
Concept of Monetary Reward 
Monetary Reward is Financial Incentives that an employee earns as a result of 

good performance. These rewards are aligned with organization goals when 

an employee helps an organization in the achievement of the goals. According 

to Merchant (2007), monetary reward generally awarded for a job well done 

and is often something that the employee can strive for. He also asserts that 

monetary rewards tend to be more effective when the employee is actually 

motivated by cold, hard cash or additional form of payment that therefore 

money is an important form of reward. He further stated that a basic condition 

of organisation to satisfy and fulfil employee’s needs at work is through 

monetary rewards. In a nutshell monetary reward is effectively used to attract 

and retain competent employees. Employees are highly driven when the 

means of financial incentives is in place. It boost the morale of the employees 

to become more efficient, effective, result oriented and passionate to deliver 

expectation and perhaps beyond expectations in every given task. Similarly, 

in Nigerian banking sector, employees want to be motivated by the 

organizations they work for, while the organizations on the other hand need 

motivated workforce. In the same vein, Armstrong (2007), suggests that 
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monetary reward is a motivator because it fulfils needs. It is a factor which 

needed to satisfy the basic needs of survival and security. This is further 

supplement from the views of Agarwal (2010), who stated that money is still 

the most vital motivating factors for employees. Agarwal agrees that non-

monetary rewards motivate individuals but, after a certain point in a career, 

money seem to have greater importance. Most banks, in their deliberate 

efforts to influence the performance of their employees however initiates a 

system of monetary rewards such as pay for performance bonus, timely 

promotion, profit sharing, employee stock option and other types of financial 

rewards that increases an employee’s compensation. Therefore, monetary 

reward are the most effective reward system used in Nigerian Banking 

Industry to attract and retained competent employees.  

 
Concept of Employee Retention 
Employee retention involves taking measures to encourage employees to 

remain in the organization for maximum period of time (Griffeth & Hom, 

2001). In Nigeria, organizations are facing a lot of problem on employee 

retention these days, having knowledgeable people for the job is essential for 

an organization. Similarly, there is no dearth of opportunities for a talented 

employee. There are many organizations that are looking for such employees. 

If an employee is not contented by the work he’s doing, he may switch over to 

some other more suitable work. However, in today’s competitive environment 

it becomes very essential for bank to retain their employees. The reason may 

be personal or professional (Fombrum & Shanley, 1990). 

Furthermore, Zineldin (2000), defined retention as an obligation to continue 

to do business or exchange with a particular organization on an ongoing basis. 

He also asserts that organizations today take great care in retaining its good 

and valuable employees as they are increasingly becoming more difficult to 

find. In the same vein, Walker (2001), opined that managing and retaining 

promising employees is an important means of achieving competitive 

advantages among organisations. He further stated that most important 

demand of management today in any organization is to keep the most crucial 

and dynamic human resource, it is not important to see who the organisation 

hires but what counts, is that who are kept in the bank. According to Acton 

(2001), opined that human resource department plays an active role in 

retaining its employees. He asserts that it is a responsibility of human 

resource department to motivate and retain competent employees.  
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Profit Sharing  

Profit sharing is a system in which a portion of the net profit of a business is 

distributed to its employees, usually in proportion to their wages, certain 

percentage or their length of service. Bratton (2006), stated that profit 

sharing is paid by employers based on the bank’s profit, in addition to the 

established pay. It could be paid quarterly or annually. It is seen by senior 

management as either a way to increase organizational performance, through 

improving employee motivation, promoting greater cooperation among 

employees and helping employees understand the business respectively.  

Similarly, Poutsma (2006), stated that profit sharing is not linked to the 

performance of individuals, but rather is related to performance of employees 

of the whole organization. He further opined that profit sharing emphasizes 

the importance of teamwork within a bank by dividing financial rewards 

among all employees, not just those in the group responsible for the profit 

increases. Similarly profit sharing may also be advantageous because of its 

symbolic value; that is, it may demonstrate to employees that management 

has their best interest at heart.  

Furthermore, Greenberg (2003), asserts that profit sharing will facilitate 

perceptions of procedural justice (fairness) among all employees within the 

organisation. He opined that even in the face of free rider problems, the 

institution of profit sharing implicit an organizations intention to share 

rewards broadly with employees, as opposed to distributing profits solely to 

managers and shareholders.  

In the same vein, profit sharing might yield desirable attitudinal and 

behavioural effects through psychologically experienced ownership. More 

recently, Pierce (2001), identified the concept of psychological ownership, a 

key determinant in his analysis is an innate human desire to experience causal 

efficacy in the work environment which he term efficacy and effectance. 

Consequently, the extent to which employees perceive that they can be 

instrumental in affecting the profitability of the organization the more 

psychological ownership they will experience, and the greater degree to 

which their attitude will be favourably enhanced. 

In the same light, Long and Fang (2007), stated that organizations are simply 

using profit sharing as a mechanism to increases employees earnings, thus 

making it more likely that they preserve or enhance their human capital. They 

also opined that organizations that adopt profit sharing as a tool will provides 
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better rewards to their employees as its improving the compensation 

package, rewarding loyal employees and building employees commitment. 

However, Patrick and Allen (2007), asserts that profit sharing will improve 

organizations performance, through improving employees motivation, 

promoting teamwork and helping employees better understanding the 

business. They also stated that profit sharing is effective in increasing total 

employees earning, some organizations may simply add profit sharing to 

current compensation practice, while other may use profit sharing as a vehicle 

to deliver a new benefit to employees.  

 
The Expectancy Theory 

This theory was developed by Victor Vroom (1964). The theory states that 

behaviour is a result from conscious choices among alternative. The purpose 

of choice is to maximise pleasure and minimize pain. Therefore, he realized 

that an employee’s performance is based on individual factors such as 

personality, skills, knowledge, experience and abilities. Similarly valence is an 

emotional orientation which employee holds with respect to outcome 

(rewards). The depth of the want of an employees for extrinsic (money, 

promotion, free time benefit) or intrinsic (satisfaction) rewards management 

must discover what employee appreciate. Instrumentality states that 

perception of employees whether they will actually receive what they desire, 

even if it has been promised by a manger. Management must ensure that 

promised of rewards are fulfilled and that an employees are aware of that. 

However, expectancy theory belief that, employees are motivated to perform 

at a high level if they think that high performance will lead to or instrumental 

for attaining outcomes such as pay, job security, interesting job assignments, 

bonuses or a feeling of accomplishment. For many employees, pay is the most 

important outcome for working. For others, a feeling of accomplishment or 

enjoying one’s work is more important than pay. 

Furthermore, high motivation results from high levels of expectancy, 

instrumentality and valence. If any one of these factors is low, motivation is 

likely to be low. No matter how tightly desire outcomes are linked to 

performance, if a worker think it is practically impossible to perform at a high 

level, then motivation to perform at a high level is exceedingly low. Similarly, 

if a worker does not think that outcomes are linked to high performance, then 

motivation to perform at a high level is low. In addition, managers promote 

high level of instrumentality when they clearly link performance to desired 
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outcomes. Therefore, managers must clearly communicate this linkage to 

subordinate by making sure that the outcomes available in an organisation 

are distributed to organizational members (employees) on the basis of their 

performance. In this way they create a motivational force, such that the 

employees will act in a way that brings pleasure and avoids pain. 

 
Herzberg’s Two-Factor Theory 

This theory was postulated by Herzberg (1959). According to the theory there 

are two factors that exist related to motivation i.e. hygiene and motivator 

factors. Hygiene factors consist of job related factors that needed to be 

presented to ensure a reasonable level of satisfaction. Banks are expected to 

provide job security, timely promotion, payment of wages and salaries fringe 

benefits, quality supervision as well as working condition. If these factors are 

not taken care of properly by the banks, it leads to job dissatisfaction. While 

motivator factors are based more on employees’ needs and lead more to job 

satisfaction; element such as opportunity for growth, achievement, 

recognition and responsibilities fall into this factors. Truthfully neither 

motivational or hygiene factors should be absents in the banks as both plays 

a pivotal role in motivating employees: By incorporating motivational factors 

in the banks to ensure that proper incentives exist so that employees are 

motivated. By incorporating hygiene factors in the banks, employees’ reduce 

these de-motivating elements that are detrimental to satisfaction and 

ultimately productivity falling to incorporate both characteristics leads to 

suboptimal satisfaction and performance. As banking environment continues 

to remain volatile due to macro-economic factors such as government policies 

and competitors actions, as a matter of policy banks are expected to give more 

emphasises to extrinsic rewards to increase the performance of their 

employees.  

Furthermore, from the stated theories, Herzberg’s two factor theory is most 

relevant. The theory stated that extrinsic (financial rewards) are driven by 

several factors, such as cash bonus for outstanding performance, timely 

promotion for hard working staff and sharing of organization’s profit to all 

cadres of staff, instead of distributing solely to managers and owners of the 

organizations in other to attract and retained skilled and experienced 

workforce.  Therefore, study adopted Herzberg’s two factor theory; this is in 

line with the contribution made toward employee’s jobs satisfaction and 

performance which in turn lead to employee retention in the study area.        
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Methodology  

This research work is restricted to the six (6) selected deposit money banks 

in Maiduguri Metropolis, Borno State, Nigeria. Six Deposit Money Banks were 

selected out of seventeen (17) Deposit Money Banks using simple random 

sampling technique. These banks are (EcoBank Plc, Fidelity Bank Plc, FCMB 

Plc, First Bank of Nigeria Plc, Access Bank Plc and Zenith Bank Plc) was 

selected based on financial strength of the banks. The population of this study 

was (198) employees. The sample size is determined based on a formula 

developed by Yamani (1967). i.e. n = N/ (1+N(e2) where n = sample size, N 

= population, e = level significance (5%), 1 = constant. From the data given, 

N = 198, e = 5%, n = 198/(1+198(0.0025) = 132. Questionnaires were 

distributed to 132 respondents and 129 questionnaires were retrieved. The 

data was analysed with the aid of multiple regression analysis using statistical 

package for social sciences (SPSS) and model was specified in line with the 

hypothesis. 

 

Testing of Hypothesis 
Ho1:  There is no significant effect of profit sharing on employee retention in 
selected DMBs in Maiduguri Metropolis. 
Table 1.1 Model Summary  

Model  R R square Adjusted R square Std. Error of the Estimate 

1. .694a .598 .665 1.2187 
Source: SPSS Version 20.0 
 
R-square had a value of .598 (59.8%) and adjusted R-square value is .665 
(appropriately 5% percent of the dependent variable was explained by the 
independent variables). 
a. Predictors (constant). Profit sharing  
b. Dependent variable. Employee Retention  
 

Table 1.2 Regression Coefficientsa  

Model Unstandardized coefficient 
 

Standard 
coefficient 

T Sign. 

 B Std. Error Beta   
Constant 19.768 1.987  19.683 .000 
Profit sharing .396 

 
.294 .082 1.3846 .000 
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Source: Field Survey, 2019value  

Table 1.2 shows that standardized beta weight of r correlation, and part 

correlation between profit sharing and employee retention with a probability 

(p- value < 0.05) which implies that profit sharing has positive significant 

relationship on employee retention in selected deposit money banks in 

Maiduguri Metropolis, Borno State, Nigeria.   

 

Discussion of Results 

This study revealed that R- square value of (0.598) which represents 59.8% 

by which the variables explain the model. However, T value of the coefficient 

of multiple regression is1.3846. Therefore, the Beta value of coefficient which 

represent 82% of regression coefficient in response to p-value of the 

regression are all significant at level of (0.000) which is less than alpha value 

of (0.05), that is p<0.000<p<0.05. This concludes that null hypothesis is 

rejected and the result shows that, there is a significant relationship between 

profit sharing and employee retention in selected Deposit Money Banks in 

Maiduguri Metropolis, Borno State, Nigeria. 

 

Conclusion 

The study concludes that, there is a growing needs for organisations to retain 

their employees with the increase in competitive business environment, and 

finding of the study revealed that monetary reward are crucial in influencing 

employees decision to either leave or remain in the banking sector, 

distribution of the portion of profits generated by the bank to employees is a 

major motivators that can keep the employees in their jobs. 

 

Recommendations 

Management of the bank should endeavour to shows the present of fairness 
in their monetary rewards as employees are agents who are affected by the 
portion of the profits shares by the bank. Similarly, management should also 
try as much as possible to adopt good and positive retention strategies to 
boost the morale of the workers toward performance. This guarantees the 
retention of employees in deposit money banks in Maiduguri Metropolis, 
Borno State, Nigeria.         
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