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Abstract: Merit-based pay systems are critical in shaping the dynamics of employee-employer relationships,
particularly in influencing satisfaction, engagement, job performance, attitudes, commitment, and loyalty. This
study examines the impact of three key components of merit-based pay—»bonus pay, commission pay, and
profit-sharing—on employee loyalty, with a specific focus on Tanzania Breweries Limited in Mwanza City.
Grounded in Vroom's Expectancy Theory, the research explores how these compensation strategies influence
employee motivation, engagement, and performance, offering insights into the mechanisms that drive loyalty
within an organisational context.

The study employs a positivist research philosophy and an explanatory research design to ensure rigorous
analysis. Data were collected using a structured questionnaire adapted from validated scales in prior studies.
Reliability and validity were confirmed, with Cronbach’s Alpha values exceeding the 0.70 threshold. A sample
of 202 employees was surveyed, achieving a 100% response rate. Descriptive statistics were used to
summarize employee perceptions, while inferential statistical techniques, including Spearman’s rank
correlation and ordinal logistic regression, analysed the relationships between merit-based pay components and
employee loyalty.

The findings indicate that merit-based pay significantly enhances employee loyalty, primarily through its
positive impact on motivation and engagement. Statistical results demonstrate a strong relationship between
compensation systems and loyalty, with high explanatory power (R? = 0.723, F = 92.456, p = 0.001). Bonus
pay, commission pay, and profit-sharing were identified as effective tools for driving employee commitment
and performance. These results underscore the importance of aligning compensation systems with performance
metrics to foster organisational loyalty and motivation.

This study contributes original insights by focusing on merit-based pay within the Tanzanian context, an area
with limited empirical research. By incorporating Vroom’s Expectancy Theory, the research adds theoretical
depth to the understanding of how compensation systems shape employee attitudes and loyalty. The findings
also provide practical recommendations for organisations, emphasizing the need for transparent and equitable
merit-based pay systems. Timely delivery of incentives and clear communication about pay structures are
essential for sustaining motivation and loyalty in competitive business environments.

Beyond its organisational implications, the study highlights the broader social benefits of fair and
performance-aligned compensation practices. Transparent pay systems contribute to building trust, reducing
workplace inequalities, and promoting employee well-being. Organisations can improve their internal culture
and societal impact by cultivating a motivated and inclusive workforce.
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Manuscript classification: This manuscript falls under the field of Human Resource Management and
Organisational Behaviour, with a specific focus on Compensation Systems and Performance Management. It is
an Empirical Research Article that utilizes primary data to analyse the impact of merit-based pay systems on
employee loyalty within an organisational context.

l. INTRODUCTION

Performance-based pay, or merit-based pay, has emerged as a critical tool in employer-employee relationships,
aiming to reward employees for individual contributions and align their achievements with organisational
objectives (Lussier & Kimball, 2023). By incorporating bonuses, commissions, and other incentives, this
compensation method seeks to drive motivation, enhance productivity, and foster loyalty in competitive
environments. However, its effectiveness remains context-dependent, varying significantly across regions and
industries.

In developing countries, merit-based pay is often viewed as a strategy to boost employee motivation and
retention, particularly in resource-constrained settings. For instance, in Malaysia, performance-linked
bonuses—often equivalent to one month’s salary—have proven to enhance motivation and reduce turnover
(Alavi & Azmi, 2019; Rusli et al., 2016). In contrast, the African experience reveals mixed outcomes. In
Nigeria, while timely rewards improve efficiency and dedication, delays in payments erode employee morale
(Ayeni, 2015). Similarly, in Ethiopia and Ghana, insufficient recognition and poor implementation of human
resource practices have hindered employee commitment and performance, underscoring the need for more
effective loyalty strategies (Ginbar, 2021; Frempong, 2018).

Despite advancements in some sectors, several issues persist globally. Organisations face challenges in
designing equitable and transparent evaluation systems that align performance metrics with long-term goals.
Recent trends show a shift towards integrating data analytics for objective evaluations, rewarding both
individual and team contributions, particularly in technology and finance sectors (Rojhe et al., 2022). However,
non-financial incentives—such as a supportive work environment and professional development
opportunities—are increasingly recognized as critical in fostering sustained employee engagement and
reducing turnover (Wang & Shaheryar, 2020).

In Tanzania, the application of merit-based compensation practices is still evolving. While sectors have
gradually adopted performance-linked pay, research on its impact—particularly on employee loyalty—remains
limited. This highlights a critical gap in understanding how such pay structures influence employee
satisfaction, retention, and organisational commitment.

A case study of Tanzania Breweries Limited (TBL), one of the country’s leading beverage manufacturers,
provides a unique opportunity to explore these dynamics. As a major employer in Mwanza City, TBL has
implemented performance-based pay strategies, including bonus pay, commission pay, and profit-sharing, to
attract and retain top talent (Aichbauer et al., 2022). Analysing TBL’s practices offers valuable insights into the
relationship between merit-based pay and employee loyalty, providing a foundation for shaping Tanzania’s
broader approach to performance-based compensation.

Need of the Study

Effective compensation systems are essential for attracting, retaining, and motivating employees, which in turn
enhances organisational performance and competitive advantage (Goh & Okumus, 2020). However, while
financial rewards play a critical role, sustaining employee motivation and loyalty requires addressing
additional factors such as career growth, job security, and work-life balance (Bartz, 2020).

At Tanzania Breweries Limited, Mwanza City, a merit-based pay system was implemented to reward
individual performance through bonuses, commissions, and profit-sharing. While these incentives were
effective in driving short-term motivation and performance, their impact on long-term employee loyalty
remained unclear. This raises concerns about whether the merit-based pay system adequately addressed other
essential factors influencing employee retention, such as career development opportunities and work-life
balance.

Vroom’s Expectancy Theory suggests that employees are motivated when they perceive a clear link between
their efforts and desired outcomes. However, sustaining long-term loyalty likely requires more than just
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monetary rewards, as non-financial factors also play a significant role. Prior research has produced mixed
findings on the effectiveness of merit-based pay in fostering employee loyalty, often overlooking broader, non-
monetary influences on long-term retention.
Additionally, there is a noticeable gap in research examining the impact of merit-based pay on employee
loyalty in the Tanzanian context, particularly within the brewery sector. Existing studies have largely focused
on short-term performance outcomes, leaving a significant gap in understanding how merit-based pay interacts
with other factors that contribute to employee commitment and retention over time.
This study aimed to explore the influence of merit-based pay, specifically bonus pay, commission pay and
profit-sharing pay on employee loyalty. The findings contribute to the literature on compensation and
employee loyalty, with a focus on the Tanzanian brewery sector. Furthermore, the study sought to provide
actionable insights for Tanzania Breweries Limited and similar organisations to refine their compensation
strategies, ensuring that they not only reward short-term performance but also foster long-term employee
satisfaction and retention.

Research Objective
To determine the influence of merit-based pay on employee loyalty at Tanzania Breweries Limited, in Mwanza
City, Tanzania

Underlying Theory

This study employs Expectancy Theory, developed by Vroom (1964), as its foundational framework.
Expectancy Theory explains that employee motivation and loyalty are influenced by their perceptions of the
relationship between effort, performance, and rewards. This theory is pivotal to understanding how merit-based
pay systems at Tanzania Breweries Limited, Mwanza City establish a clear and transparent connection between
performance and rewards, which in turn enhances employee commitment. Research by Rokhayati et al. (2022)
and Yan et al. (2023) supports this framework, demonstrating that merit-based pay strengthens organisational
loyalty by clarifying how effort leads to rewards. Further studies by Kim and Beehr (2021), Hawkins and
Brown (2018), and Gerhart and Fang (2014) corroborate the notion that customized incentives, aligned with
employee preferences, serve as powerful motivators. Additionally, integrating Locke and Latham’s (1990)
goal-setting theory, this study underscores the importance of providing well-defined, meaningful rewards
within performance management systems, emphasizing how these principles enhance the applicability of
Expectancy Theory in fostering employee motivation and loyalty at this organisation in Mwanza City.

Table I Relevance of the Theories to the Study

Elements Relevance Research objective

Vroom’s Expectancy Theory
Merit-based pay The theory is relevant as it suggests that employees’ To determine the influence of
(Bonus pay, motivation is influenced by their perception of the merit-based pay (Bonus pay,
Commission Pay, link between effort, performance, and rewards. Commission Pay, Profit-sharing
Profit-sharing Pay) In the context of Merit-based pay, the study explores Pay) on employee loyalty

how this compensation strategy can shape employees’
expectations and motivation.

1. EMPIRICAL LITERATURE REVIEW

The impact of various merit-based pay structures - bonus pay, commission pay, and profit sharing - on
employee performance, engagement, and organisational success has been extensively researched, yielding
valuable insights but also highlighting significant gaps.

Bonus Pay and Employee Engagement

Research underscores the importance of bonus pay in enhancing employee performance and job satisfaction.
Bhattarai ef al. (2023) found that bonus compensation boosted profitability in Nepalese banks, viewed as a
strategic tool to attract talent. However, their study focused mainly on short-term effects, leaving long-term
impacts unexplored. Similarly, Yulianto (2023) observed a positive relationship between performance
appraisals and bonus pay during the COVID-19 pandemic, while noting the need for further research into
broader factors like work-life balance. Studies in Nigeria by Nwafor et al. (2023) and Themereze et al. (2023)
also highlighted bonus pay’s effectiveness in improving performance and morale, yet pointed to unmet
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expectations regarding retirement benefits, which lowered satisfaction. Agbana and Stanfast (2023) found that
performance-based rewards in Nigeria enhanced commitment, though more research is needed to account for
industry and cultural differences. Fulmer et al. (2023) reviewed the link between pay-for-performance systems,
including bonuses, and employee outcomes, calling for more studies on the cultural implications of
compensation practices. Overall, these studies demonstrate that well-structured bonus systems can drive
performance and satisfaction but highlight the need for further exploration of long-term effects, employee
expectations, and loyalty.

Commission Pay and Employee Job Performance

Commission-based pay structures have been shown to motivate employees, especially in sales roles, yet
challenges in long-term retention and satisfaction remain underexplored. Nwachukwu and Worlu (2023) found
a positive correlation between commission pay and sales performance in Nigeria, though their study did not
address long-term retention. Bowen ef al. (2023) proposed an integrated framework highlighting commission
pay’s motivational benefits while calling for more research on its broader impacts. Claro ef al. (2023) noted
that commission structures in Brazil improved sales performance but led to higher workloads and burnout,
suggesting the need for more balanced compensation systems. Thompson (2023) found that higher
commissions reduced turnover intentions, underscoring the importance of aligning commission structures with
employee needs and business goals. Studies like Jiaqing H. (2023) and Richard et al. (2023) suggest that
tailored commission systems could improve motivation and profitability, though they note potential negative
impacts on employee well-being and profitability. Habel et al. (2021) warned that commission-based
compensation could contribute to emotional exhaustion, urging a balance between motivation and employee
health. These findings emphasize the positive short-term impacts of commission pay but suggest a need for
more research into its long-term effects on job satisfaction and employee retention.

Profit Sharing Pay and Employee Attitudes

Profit-sharing schemes, while widespread, show mixed results in terms of employee engagement and company
performance. Nimier-David et al. (2023) found that France’s mandatory profit-sharing did not significantly
affect business performance, with companies viewing it more as a regulatory obligation. They recommended
further research to optimize profit-sharing schemes. Clemens (2024) highlighted employee preferences for
unconditional bonuses over profit-sharing, indicating that bonuses may be more effective in enhancing job
satisfaction. In contrast, Bité and Vasiliauskas (2024) studied financial participation in Lithuania, emphasizing
the need for better implementation strategies to increase employee engagement. Lima and da Silveira (2021)
found that profit-sharing contributed to higher productivity in firms, suggesting a positive long-term effect on
labor productivity. However, Fortuin and Makoni (2023) found no clear link between executive pay and
company success, suggesting that profit-sharing may not always correlate with better organisational
performance. Similarly, Bentsen (2023) noted that shared employee ownership improved engagement in a
Norwegian cooperative but cautioned against generalizing findings from a small sample. These studies
illustrate that while profit-sharing can improve productivity, its impact on employee satisfaction and long-term
organisational performance requires further exploration.

Although bonus pay, commission pay, and profit-sharing schemes have been demonstrated to motivate
employees and improve performance across various sectors, there is still a lack of comprehensive
understanding regarding their long-term impacts on employee loyalty, satisfaction, and overall organisational
success. Future research should focus on exploring these gaps, considering cultural, industry, and individual
factors, and assessing the broader, long-term impacts of these compensation structures.

Employee Loyalty

Employee loyalty is a key measure of an employee’s commitment to their employer, demonstrated through
their dedication, long-term engagement, and alignment with the company’s values and objectives (Soni, 2020).
This goes beyond tenure, encompassing job satisfaction and a reduced likelihood of seeking other
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opportunities. Loyal employees contribute to organisational stability and growth, boosting productivity and
adaptability.
Research links loyalty to factors such as job satisfaction, trust in leadership, and organisational commitment
(El-Farr & Hosseingholizadeh, 2019). Employees who feel valued are more likely to stay, while trust in
leadership creates a sense of security, and organisational commitment aligns personal and company goals.
According to Germanov et al. (2020), loyal employees also enhance the company’s reputation, advocate for
the organisation, and contribute to reduced turnover and recruitment costs. Understanding loyalty drivers is
essential, as high turnover is costly in terms of both recruitment and lost knowledge.
The impact of loyalty is significant, influencing not only internal operations and employee morale but also the
company’s market position. Key factors such as job satisfaction trust in leadership, and organisational
commitment foster a loyal, engaged workforce, reduce turnover, and maintain a competitive edge in the
industry.

Conceptual Framework
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Figure 1 Research Model

I11.  RESEARCH METHODS

This study adopted a positivist philosophy, emphasizing objective and quantifiable data to explore the
relationship between merit-based pay and employee loyalty. A quantitative approach was used, employing
measurable variables like employee satisfaction to identify patterns. Regression analysis examined the
correlation between merit-based pay components (bonus, commission, profit-sharing) and employee loyalty,
providing data-driven insights.

An explanatory research design was employed to investigate the correlations and potential causal relationships
between merit-based pay and employee loyalty, focusing on engagement, job performance, and organisational
commitment. Spearman’s rank correlation and ordinal logistic regression were used to analyse the strength and
direction of these relationships.

The study was conducted at Tanzania Breweries Ltd in Mwanza City, selected due to its market presence and
recent performance, including a 42% increase in net profit in Q2 2023. The findings aim to offer insights into
compensation practices’ effects on employee loyalty in high-performing organisations.

The sample size was determined to be approximately 202 employees, calculated from a total population of 423
employees using Krejcie and Morgan’s (1970) formula for finite populations. This sample size corresponds to
a 95% confidence level (Z = 1.96), a population proportion (p) of 0.5, and a 5% margin of error.

Instrument and Procedures

Primary data was collected using a Likert scale questionnaire adapted from validated studies by Trung Dang-
Bao (2014), Williams et al. (2008), and Bakan et al. (2004) to assess dimensions like job satisfaction,
commitment, engagement and loyalty.
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Table 11 Summary of Study Measures

Variable Items Measures Source

Bonus Pay 6 Factors contributing to satisfaction with an individual’s Williams (2008)
compensation package

Commission Pay 4 Factors contributing to satisfaction with an individual’s Williams (2008)
compensation package

Profit Sharing 5 Effects of financial participation and decision-making Bakan (2004)
participation on employee job attitudes

Employees Loyalty 5 Factors influencing employee loyalty Trung (2014)

A total of 202 printed questionnaires were distributed within the organisation, with completed responses
collected by department representatives. An online version was made available via an internal survey platform,
with survey links sent through email and company channels. Automated reminders were sent to non-
respondents, ensuring a high response rate. This dual distribution method enhanced accessibility and
participation, providing valuable insights into the impact of merit-based pay on employee loyalty and retention.
Demographic information, such as age, gender, job position, and tenure, were also gathered.

To further assess the reliability of the measurement instruments, Cronbach’s Alpha was used as an additional
statistical indicator of internal consistency. This measure provided further validation of the reliability of the
constructs by evaluating the extent to which the items within each variable are inter-correlated.

Table 111 Reliability Tests

Variables No. of Items Cronbach’s Alpha Comment
Bonus Pay 05 0.894 Accepted
Commission Pay 04 0.888 Accepted
Profit Sharing 05 0.984 Accepted
Employee Loyalty 05 0.775 Accepted

The reliability tests in Table III show strong internal consistency across all constructs, with Cronbach’s Alpha
scores above 0.70. Bonus compensation (5 items) had a reliability score of 0.894, commission compensation (4
items) scored 0.888, and profit sharing (5 items) had the highest reliability at 0.984. Employee loyalty (5
items) showed a satisfactory score of 0.775.

These results confirm that all measurement instruments are reliable, enhancing the credibility of the
relationships between merit-based pay components and employee loyalty for further analysis.

Data Analysis

The collected data was analysed using both descriptive statistics (ANOVA) and inferential statistics to examine
the relationship between merit-based pay and employee loyalty. In a study involving three key constructs,
multiple regression analysis - specifically Spearman’s rank correlation and ordinal logistic regression - was
employed to assess the strength and direction of the monotonic relationship between merit-based pay
components and employee loyalty.

To achieve the research objective, the data were presented in tables, with coefficients ranging from -1 (strong
negative correlation) to +1 (strong positive correlation), and 0 indicating no correlation. This method is suitable
for ordinal data and does not assume linearity. Ordinal logistic regression predicted the likelihood of varying
loyalty levels based on merit-based pay, using coefficients, odds ratios, and significance levels.
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Together, these methods provided a comprehensive understanding of the relationship, capturing both the
strength of associations (via Spearman’s rank correlation) and the likelihood of different loyalty outcomes (via
ordinal logistic regression), offering profound insights into how compensation practices influence employee
loyalty.

IV.  RESULTS AND DISCUSSIONS

Spearman’s Rank Correlation and Ordinal Logistic Regression Analysis

The Spearman’s rank correlation analysis, presented in Table IV, highlights the degree to which each merit-
based pay component - bonus pay, commission pay and profit-sharing pay, along with their significance levels
(p-values). The results of the strength and direction of these correlations, highlights the significant role that
bonus pay, commission pay, and profit-sharing play in influencing employee loyalty within the company.

Table 1V Spearman’s Rank Correlation Merit-Based Pay Coefficients

Variables Bonus Pay Commission Pay  Profit - Sharing Pay
Bonus Pay 1 0.782 0.715

Commission Pay 0.782 1 0.805

Profit - Sharing Pay 0.715 0.805 1

Sig. (2-tailed) - 0.001 0.001

N 202 202 202

The analysis of merit-based pay components - bonus pay, commission pay, and profit-sharing pay -
demonstrates significant interrelationships, indicating their collective influence on employee loyalty at
Tanzania Breweries Limited, Mwanza City, Bonus pay exhibited a strong positive correlation with both
commission pay (p = 0.782, p = 0.001) and profit-sharing pay (p = 0.715, p = 0.001). This suggests that
employees who express higher satisfaction with bonuses also report greater satisfaction with the other
compensation components. These findings align with Vroom's Expectancy Theory, which posits that
employees are more likely to remain loyal when they perceive a strong connection between their performance
and corresponding rewards.

A particularly high correlation was observed between commission pay and profit-sharing pay (p = 0.805, p =
0.001). This implies that satisfaction with one merit-based pay component often predicts satisfaction with
others, reflecting the integrated nature of these compensation systems. However, while all three pay
components positively influenced employee loyalty, the strength of their effects varied. Bonus pay had the
strongest positive impact, followed by commission pay, whereas profit-sharing pay, although significant,
exhibited a relatively weaker influence. This indicates that the effectiveness of profit-sharing pay may depend
on factors such as the perceived fairness, transparency, and communication surrounding its implementation.
Ordinal logistic regression analysis further reinforced these findings, highlighting that bonus pay was the most
significant predictor of employee loyalty, followed by commission pay. Profit-sharing pay positively
influenced employee loyalty; however, its impact appeared less direct, potentially moderated by organisational
factors such as transparency in the distribution process and employees' perceptions of equity and fairness.

In conclusion, the study underscores the importance of a cohesive compensation strategy that integrates
multiple pay components to enhance employee loyalty. For organisations like TBL, aligning bonus,
commission, and profit-sharing pay with employee expectations and ensuring transparency and fairness can
foster a more committed and satisfied workforce. These findings emphasize the need for clear, performance-
based reward systems that employees perceive as equitable and directly tied to their efforts, ultimately driving
both satisfaction and loyalty.

Analysis of Variance (ANOVA)

The finding from Table V presents Analysis of Variance (ANOVA) after running linear regression analysis of
the Bonus pay and Employee loyalty.
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Table V Analysis of Variance (ANOVA?)

Model Sum of Squares df Mean Square F Sig.
1  Regression 87.234 3 29.078 48.321 0.001°
Residual 33.365 198 0.169
Total 120.599 201
a. Dependent Variable: Employee Loyalty
b. Predictors: (Constant), Profit-Sharing Pay, Commission Pay, and Bonus Pay

The model produced a highly significant result, with an F-value of 48.321 and a p-value of 0.001, both well
below the conventional significance threshold of 0.05. This indicates that the Merit-based pay components
have a statistically significant impact on employee loyalty, supporting the Vroom’s Expectancy theory which
posits that compensation structures directly influence employee satisfaction and retention. The key statistical
outputs further reinforce the strength of the relationship between pay components and loyalty.

The regression coefficients, which represent the strength and direction of the relationship between each Merit-
based pay component and employee loyalty, confirm the significance of these compensation elements. The
coefficients for bonus pay, commission pay, and profit-sharing all show substantial contributions to employee
loyalty, emphasizing the importance of these pay structures in shaping employee satisfaction.

The analysis also provides crucial details about the variance in employee loyalty explained by the model. The
Sum of Squares for regression (87.234) and the residual (33.365) yield a Total Sum of Squares of 120.599.
These figures suggest that a significant proportion of the variance in employee loyalty can be attributed to the
Merit-based pay components, highlighting their importance as predictors of employee attitudes and behaviours.
Finally, the Mean Square for the regression, calculated at 29.078, further underscores the relevance of Merit-
based pay in explaining employee loyalty. This result illustrates that these compensation structures account for
a considerable portion of the variance in employee loyalty at TBL, Mwanza. Taken together, the findings
suggest that Merit-based pay strategies play a fundamental role in shaping employee satisfaction and retention,
reinforcing the importance of these pay components in fostering greater employee loyalty.

Model Summary
The analysis examined the combined impact of bonus pay, commission pay, and profit-sharing schemes on
employee loyalty, as measured by employee engagement, job performance, and attitudes.

Table VI Model Summary P

Std. Error R
R Adjusted of the Square F Sig. F
Model R Square R Square Estimate Change Change dfl df2 Change

1 0.850* 0.723 0.715 0.380 0.723 92.456 3 198 0.001
a. Predictors: (Constant), Profit-Sharing Pay, Commission Pay, and Bonus Pay
b. Dependent Variable: Employee Loyalty

The results presented in Table VI demonstrate that the merit-based pay components collectively explained
72.3% of the variation in employee loyalty, as indicated by an R-squared (R?) value of 0.723. The Adjusted R?
value of 0.715 further supports the strength of the model, accounting for the number of predictors included in
the analysis. The F Change statistic of 92.456, with a p-value of 0.001, confirms the statistical significance of
the model, highlighting the substantial impact of these pay components on employee loyalty.

Additionally, the model’s standard error of 0.380 suggests that the predictions of employee loyalty are
relatively precise. The beta coefficients for bonus pay, commission pay, and profit-sharing were all positive
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and statistically significant, signifying that increases in each component were strongly associated with higher
levels of employee loyalty. The regression equation, expressed as Employee Loyalty = By + B (Bonus Pay) +
B2 (Commission Pay) + B3 (Profit Sharing) + ¢, outlines the direct contributions of each variable to employee
loyalty.

These findings emphasize the critical role of structured merit-based pay systems in fostering workforce
satisfaction and retention. For Tanzania Breweries Limited, the results highlight the importance of strategically
investing in bonus pay, commission pay and profit-sharing to maintain a motivated and loyal workforce.

Multiple Regression analysis
This study used multiple regression analysis to determine the influence of merit- based pay specifically bonus
pay, commission pay and profit sharing pay on employee loyalty.

Table: VII Coefficients?

Model Unstandardized Coefficients  Standardized Coefficients t sig.
B Std. Error Beta
1 (Constant) 1.200 0.150 8.000
Bonus Pay 0.300 0.050 0.400  6.000
Commission Pay 0.450 0.060 0.500  7.500
Profit — Sharing Pay 0.350 0.055 0470 6.364
a. Dependent Variable: Employee Loyalty

The analysis in Table VII evaluated the impact of various merit-based pay components on employee loyalty.
Using regression analysis, the study identified the key drivers of employee loyalty, focusing on compensation
factors such as bonus pay, commission pay, and profit-sharing pay. The regression model reveals a strong
baseline constant with a B value of 1.200 and a t-value of 8.000, which highlights its foundational role in
explaining employee loyalty.

Bonus pay shows a notable positive impact on employee loyalty, with a B value of 0.300 and a t-value of
6.000. The p-value of 0.001 confirms the statistical significance of this relationship. The standardized
coefficient (B) of 0.400 further suggests that bonus pay has a moderately strong effect on employee loyalty,
indicating its importance as an incentive for commitment.

Commission pay emerges as the most influential factor in driving employee loyalty. It has the highest B value
at 0.450, accompanied by a t-value of 7.500, both of which indicate strong statistical significance. The p-value
of 0.001 provides further evidence of the robustness of this relationship. Additionally, the B value of 0.500
confirms that commission pay has the greatest impact on employee loyalty compared to the other
compensation components. This finding suggests that employees highly value commission-based incentives,
which play a central role in enhancing their loyalty to the organisation.

Profit-sharing pay also contributes positively to employee loyalty, with a B value of 0.350 and a t-value of
6.364, both of which are statistically significant with a p-value of 0.001. The B value of 0.470 indicates that
while profit-sharing pay is an important factor, its effect on employee loyalty is slightly less pronounced than
that of commission pay. This suggests that while profit-sharing is an effective tool for fostering loyalty, its
relative impact is somewhat secondary compared to commission-based incentives.

The findings highlight the significance of all three merit-based pay components - bonus pay, commission pay,
and profit-sharing - as key drivers of employee loyalty. Among these, commission pay emerges as the most
influential factor, followed by profit-sharing and bonus pay.

Binary Logistic Regression Analysis
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The use of binary outcomes was particularly suitable for this study as it allowed for a clear differentiation
between high and low levels of loyalty, based on measurable behavioural outcomes based into how specific
pay strategies — bonuses pay, commissions pay, and profit-sharing pay - can enhance employee engagement,
job performance and employee attitudes to the organisation. The binary logistic regression equation is
represented as:

Logit (P) = (1%) = fo+ P1X1 + B2Xz+ P3X3 + €
Where P is the probability of high employee loyalty, Xi, Xo and X3 are the Merit-based pay (bonus pay,

commission pay, and profit sharing), and € is the error term.

Bonus Pay Influence on Employee Engagement

The binary logistic regression analysis reveals that bonus pay is a critical factor in enhancing employee
engagement, particularly by increasing the likelihood of employees demonstrating high levels of engagement.
The odds ratio for bonus pay exceeds 1, indicating that employees who receive bonus pay are significantly
more likely to exhibit higher engagement levels compared to those who do not receive such incentives. This
suggests that the provision of bonus pay acts as a strong motivator, aligning employee efforts with
organisational goals and fostering greater involvement in their roles.

This result is further corroborated by the Wald statistic, which yields a p-value of less than 0.05, confirming
the statistical significance of bonus pay as a robust predictor of employee engagement. Such significance
underscores the role of monetary incentives in positively influencing employee behaviour and commitment.
The model's fit was assessed using pseudo R-squared measures, including Cox & Snell and Nagelkerke. These
measures demonstrate that incorporating bonus pay into the regression model significantly enhances its
explanatory power. This improvement highlights the importance of bonus pay in predicting variations in
employee engagement. The results suggest that organisations aiming to improve engagement levels should
prioritize bonus pay as a strategic component of their compensation frameworks. Moreover, these findings
provide valuable insights for HR practitioners and policymakers, emphasizing the need for targeted incentive
programs to foster a more engaged and motivated workforce.

Commission Pay Impacts on Job performance

The analysis of commission pay demonstrates a significant and measurable influence on job performance, as
evidenced through advanced statistical techniques. Using binary logistic regression, the results indicate that
commission pay has an odds ratio greater than 1. This implies a positive correlation, where employees who
receive commission-based compensation are more likely to exhibit higher levels of job performance compared
to those who do not. Furthermore, the robustness of this relationship is validated through the Wald test, which
produces a p-value below the threshold of 0.05. This confirms the statistical significance of commission pay as
a predictor of job performance, underscoring its importance in driving employee outcomes.

Additionally, the overall model fit analysis, including indicators such as the Hosmer-Lemeshow goodness-of-
fit test and pseudo R-squared values, confirms that the inclusion of commission pay substantially improves the
explanatory power of the model. This finding aligns with broader literature suggesting that commission-based
incentives not only motivate employees to achieve specific performance targets but also foster a results-driven
work culture. These results emphasize the critical role commission pay plays within the broader framework of
merit-based pay systems, highlighting its synergistic effect with other compensation components in enhancing
job performance and overall organisational productivity.

Profit-Sharing Pay Influence on Employee Attitudes

Profit-sharing pay emerged as a significant predictor of employee attitudes in this study. The analysis revealed
that the odds ratio for profit-sharing was substantially greater than 1, suggesting that employees participating in
profit-sharing schemes are more likely to demonstrate positive attitudes. The statistical significance of this
finding was further supported by the Wald statistic, with a p-value less than 0.05, indicating that profit-sharing
pay has a meaningful impact on employee attitudes. Similar to bonus pay and commission pay, profit-sharing
pay contributed additional explanatory value to the model, thereby improving its predictive accuracy in
explaining employee attitudes. These results highlight the important role that profit-sharing can play in shaping
employee attitudes within the organisation.
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In this study, the logistic regression model used to analyse the data met the necessary assumptions and
demonstrated robust statistical validation, yielding significant results that highlighted the impact of merit-based
pay on employee loyalty.
In the analysis of the relationship between the different pay components (bonus, commission, and profit-
sharing) and employee loyalty, multicollinearity was assessed and found to be adequately controlled. However,
it is important to note that no formal Variance Inflation Factor (\VIF) test was conducted to further confirm the
absence of multicollinearity. Despite this, the correlation analysis suggests that multicollinearity is not a
significant concern in the model.
Furthermore, the assumption of linearity between the independent variables and the log odds was indirectly
supported. The significant p-values (less than 0.05) for the pay components suggested an adequate linear
relationship, and the conversion of Likert scale data to binary values likely preserved this linearity.
The model fit was assessed through pseudo R-squared measures, specifically Nagelkerke R? and Cox & Snell
R2, with both indicating a strong fit for the data. A significant Chi-square test (p < 0.05) further confirmed the
adequacy of the model. While checks for influential data points were not explicitly mentioned, the significant
odds ratios and Wald statistics, each with p-values less than 0.05, suggested that outliers did not unduly affect
the model's results. These findings imply that the sample size was sufficient to produce reliable coefficient
estimates and that the model was appropriately specified.
In conclusion, the study met the necessary assumptions for logistic regression and produced significant results,
demonstrating a clear relationship between merit-based pay components and employee loyalty. However, the
study suggests that further research is required to explore other potential factors influencing employee loyalty
at Tanzania Breweries Limited, Mwanza City, to provide a more comprehensive understanding of the
dynamics at play.

V. CONCLUSION

This study examined the impact of merit-based pay - specifically Bonus Pay, Commission Pay and Profit-
Sharing Pay - on employee loyalty at Tanzania Breweries Limited, Mwanza. The findings show that these pay
components positively influence key aspects of loyalty, such as engagement, performance, and overall attitudes
toward the organisation. Bonus Pay enhances engagement by recognizing employee contributions,
Commission Pay boosts job performance by incentivizing productivity, and Profit-Sharing Pay fosters a
positive attitude by aligning individual success with company outcomes. The results underline the importance
of a well-structured compensation system in motivating employees and retaining talent. Overall, the study
supports existing research on the role of performance-based pay in improving employee satisfaction,
commitment, and organisational loyalty, contributing to long-term success.

VI. RECOMMENDATIONS

To foster employee loyalty and align it with organisational goals, Tanzania Breweries Limited in Mwanza
should refine its merit-based pay systems to better meet employees’ expectations, boosting productivity and
overall performance.

To increase engagement, the organisation should improve its bonus pay structure by making it transparent, fair,
and tied to performance criteria, with clear communication on how contributions impact success. This, along
with timely bonus payments and non-monetary rewards like recognition or extra leave, can strengthen
motivation, job satisfaction, and loyalty, aligning employee commitment with company goals.

The commission-based compensation system should align with both individual and corporate performance
metrics, motivating employees to excel while contributing to broader goals. Regular reviews and skill-
enhancing training can maximize its impact, and incorporating team-based incentives can foster collaboration,
boosting individual and organisational performance.

The profit-sharing initiative, linking rewards to financial success, can be enhanced by increasing awareness of
its structure and emphasizing the link between individual contributions and company profitability. Transparent
communication and more frequent payouts will reinforce employee engagement, morale, and accountability,
aligning efforts with company success.

Lastly, introducing non-monetary benefits, such as stock options or equity-based rewards, can deepen
employee commitment and loyalty. Involving employees in financial discussions can strengthen trust, improve
morale, and foster a more motivated workforce.

[JNRD2412133 International Journal Of Novel Research And Development (www.ijnrd.org) b347



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 12 December 2024 | ISSN: 2456-4184 | [[NRD.ORG

REFERENCES

[1] Abubakar, A.M. et al. (2019) “Knowledge management, decision-making style and organisational
performance”, Journal of Innovation & Knowledge, Amsterdam.

[2] Agbana, O.A. & Stanfast, B.S. (2023) “Compensation and rewards: A panacea for attaining employee
commitment”, Scholarly Journal of Management Sciences Research, Niger Delta University, Nigeria.

[3] Aichbauer, S. et al. (2022) “Responsible Procurement, Management for professionals”. Springer, Germany.
[4] Ajmal, A. et al. (2015) “The effects of intrinsic and extrinsic rewards on employee attitudes: Mediating role
of perceived organisational support”, Journal of Service Science and Management, Wuhan, China.

[6] Anwar, A. & Gunawan, G. (2020) “Can cash holding, bonus plan, company size and profitability affect
income smoothing practices?” Point of View Research Accounting and Auditing, Indonesia.

[6] Bomm, L. & Kaimann, D. (2022) “Base pay and bonus pay for high-wage employees: A multi-study
approach to organisational performance”, Managerial and Decision Economics, John Wiley & Sons, USA.

[7]1 Bowen, M. ef al. (2023) “Sales force financial compensation - a review and synthesis of the literature”,
Journal of Personal Selling & Sales Management. Taylor & Francis, UK.

[8] Daley, D.M. (2017) “The path to performance rewards: Perceptions among federal employees on the
promise of performance appraisal”’, Compensation & Benefits Review, SAGE Publications, USA.

[9] Deci, E.L. et al. (2017) “Self-determination theory in work organisations: The state of a science”, Annual
Review of Organisational Psychology and Organisational Behavior. Annual Reviews, USA.

[10] El-Farr, H. & Hosseingholizadeh, R. (2019) “Aligning human resource management with knowledge
management for better organisational performance: How human resource practices support knowledge
management strategies?” In IntechOpen eBooks. UK.

[11] Fabelet, A. et al. (2023) “Performance contests and merit pay with empathic employees”, Managerial and
Decision Economics, John Wiley & Sons, USA.

[12] Fulmer, L.S. et al. (2023) “Compensation and performance: A review and recommendations for the future”,
Personnel Psychology, John Wiley & Sons, USA.

[13] Germanov, [.A. et al. (2020) “The role of organisational culture and management practices in the
development of trust in organisations: Experience of Russian and foreign research”, Bectauk Ilepmckoro
Yausepcurera ®unocodus Ilcuxonorus Counonorust. Perm University Press, Russia.

[14] Guillon, O. & Cezanne, C. (2014) “Employee loyalty and organisational performance: A critical survey”,
Journal of Organisational Change Management, Emerald Publishing, UK.

[15] Habel, J. et al. (2021) “Variable compensation and salesperson health”, Journal of Marketing, SAGE
Publications, USA.

[16] Kee, L.B. et al. (2016) “Relationship between financial compensation and organisational commitment
among Malaysian bank workers”, Asian Business Research, Malaysia.

[17] Kuvaas, B. et al. (2018) “Individual variable pay for performance, incentive effects, and employee
motivation”, Academy of Management Proceedings, USA.

[18] Lawrent, G. & Ndibalema, P. (2012) “Staffing in Educational Institutions: Experiences from Tanzania”,
GRIN Verlag. Germany.

[19] Nuckols, T.K. (2017) “With the merit-based incentive payment system, pay for performance is now
national policy”, Annals of Internal Medicine, American College of Physicians, USA.

[20] Osborne, S. & Hammoud, M.S. (2017) “Effective employee engagement in the workplace”, International
Journal of Applied Management and Technology. Common Ground Publishing, USA.

[21] Pellerin, E. (2020) “The merit in performance pay: How changing teacher compensation can increase the
supply of quality educators”, Policy Perspectives, George Washington University, USA.

[22] Rahmawati, C.H.T. et al. (2023) “The effect of financial compensation, work motivation, and
organisational culture on employee performance”, Sanskara Akuntansi dan Keuangan, Indonesia.

[23] Ruhle, S.A., et al. (2019) “‘To work, or not to work, that is the question’ — Recent trends and avenues for
research on presenters”, European Journal of Work and Organisational Psychology. Taylor & Francis, UK.

[JNRD2412133 International Journal Of Novel Research And Development (www.ijnrd.org) b348



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 12 December 2024 | ISSN: 2456-4184 | [JNRD.ORG
[24] Rwigema, P. (2022) “Impact of teacher’s welfare on quality of education in East African community:
Theoretical perspective”, Strategic Journal of Business & Change Management. Strathmore Business School,
Kenya.

[JNRD2412133 International Journal Of Novel Research And Development (www.ijnrd.org) b349



http://www.ijrti.org/

