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Abstract 

Employee retention has emerged as a critical concern for private universities striving to maintain academic 

excellence and institutional stability. The present study, titled “Evaluating the Impact of Compensation on 

Employee Retention in Private Universities,” aims to analyze the relationship between compensation structures 

and employees’ intention to remain within the institution. The research explores various dimensions of 

compensation, including salary, benefits, performance incentives, and non-monetary rewards such as 

recognition, work-life balance, and career development opportunities. Using both quantitative and qualitative 

research methods, data were collected from academic and non-academic staff across selected private 

universities. Statistical tools such as correlation and regression analysis were employed to examine the influence 

of compensation variables on employee retention rates. 

The findings indicate that while monetary compensation plays a significant role in retaining employees, non-

monetary factors such as professional growth opportunities and organizational culture also contribute 

substantially to long-term retention. The study highlights the need for private universities to adopt a balanced 

and holistic compensation strategy that integrates both financial and non-financial rewards to enhance job 

satisfaction and reduce turnover. The results provide valuable insights for university administrators and human 

resource professionals seeking to strengthen employee retention through effective compensation management. 

Introduction 

In the rapidly evolving landscape of higher education, employee retention has become a pressing challenge, 

particularly in private universities that compete for skilled faculty and administrative professionals. The ability 

of an institution to attract, motivate, and retain competent employees is largely influenced by its compensation 

policies and reward systems. In the context of private universities, where financial sustainability and 

organizational performance are closely interlinked, compensation serves as a strategic tool for maintaining a 

motivated and committed workforce. 

Compensation encompasses more than just monetary remuneration—it includes a broad range of benefits such 

as performance-based incentives, health insurance, retirement plans, recognition programs, professional 

development opportunities, and work-life balance initiatives. When designed effectively, a comprehensive 

compensation system not only fulfills employees’ financial needs but also enhances their sense of value, 

satisfaction, and loyalty toward the institution. 

However, private universities often face challenges in developing competitive compensation packages due to 

budgetary constraints, market competition, and differences in institutional priorities. As a result, many talented 

educators and administrative staff members migrate to public universities or corporate training sectors offering 

better pay and benefits. This ongoing turnover leads to disruptions in academic quality, student engagement, 

and institutional growth. 
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Therefore, understanding the impact of compensation on employee retention is crucial for private universities 

aiming to achieve stability and excellence. This study seeks to evaluate the extent to which compensation 

influences employees’ decisions to remain within private universities. It examines both monetary and non-

monetary aspects of compensation and their collective effect on job satisfaction, motivation, and organizational 

commitment. The findings will offer actionable insights for human resource managers and educational leaders 

to develop equitable and sustainable compensation strategies that promote long-term retention and institutional 

success. 
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Review of Literature 

This literature review synthesizes theoretical foundations and empirical findings on how compensation affects 

employee retention, with an emphasis on relevance to private universities. It is organized into: (1) theoretical 

frameworks, (2) empirical evidence on compensation and retention (monetary and non-monetary), (3) mediators 

and moderators, (4) sector-specific (higher education) findings, and (5) gaps and directions for future research. 

1. Theoretical foundations 

Research linking compensation and retention is grounded in several well-established theories: 

• Equity Theory (Adams): Employees evaluate pay and rewards relative to others; perceived 

inequity increases turnover intent. 

• Herzberg’s Two-Factor Theory: Distinguishes hygiene factors (e.g., pay) from motivators 

(e.g., recognition); inadequate hygiene factors can lead to dissatisfaction and exit. 

• Social Exchange Theory (Blau; reciprocity concepts): When employers offer favorable 

compensation and treatment, employees feel obliged to reciprocate with loyalty and continued service. 

• Organizational Commitment Models (Meyer & Allen): Affective, continuance, and normative 

commitment mediate the link between rewards and retention — e.g., higher perceived value of 

compensation strengthens continuance/affective commitment and reduces turnover. 

These frameworks collectively suggest compensation affects retention both directly (through financial 

satisfaction) and indirectly (through perceptions of fairness, psychological contract, and commitment). 

 

2. Empirical evidence: monetary compensation 

• Base salary and retention: Numerous studies show positive associations between competitive 

base pay and lower turnover intentions. Competitive salaries reduce economic motives to leave and are 

particularly salient for early-to-mid career employees facing market alternatives. 

• Performance-based pay and incentives: Findings are mixed. Performance incentives can 

increase retention when they are perceived as fair and attainable, but overly complex or unstable 

incentive schemes may create dissatisfaction and undermine intrinsic motivation. 

• Pay compression and external competitiveness: Research indicates that when private 

institutions suffer pay-gaps compared to public sector or industry benchmarks, faculty and staff are more 

likely to seek external opportunities. 
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3. Empirical evidence: non-monetary compensation 

• Benefits and job security: Health insurance, pensions, and other benefits contribute to retention 

by addressing long-term security concerns. In academia, retirement and research funding stability are 

important retention levers. 

• Professional development & career progression: Opportunities for research funding, 

conference support, promotions, and sabbaticals strongly influence faculty retention—often as strongly 

as direct pay. 

• Recognition, autonomy, and work-life balance: Non-monetary rewards (recognition 

programs, flexible scheduling, meaningful workload allocation) are repeatedly found to improve job 

satisfaction and attachment to the institution. For many academics, autonomy and intellectual freedom 

are major retention determinants. 

 

4. Mediators and moderators 

• Job satisfaction is a consistent mediator: compensation affects satisfaction, which in turn 

influences turnover intentions. 

• Organizational commitment (affective/continuance) mediates the compensation-retention 

relationship. 

• Perceived organizational justice (distributive, procedural, interactional) moderates the effect 

— fair processes and transparent pay policies strengthen the retention impact of compensation. 

• Individual differences: Age, career stage, discipline, and family responsibilities moderate how 

compensation affects retention. For example, early-career academics may prioritize competitive salaries, 

while mid-career faculty may value research support and career advancement. 

• Contextual variables: Institutional reputation, geographic location, and labor market conditions 

alter the strength of compensation effects. 

 

5. Findings specific to higher education / private universities 

• Unique characteristics: Faculty and university staff evaluate compensation against non-

financial values—academic freedom, research culture, institutional prestige—so pay alone may be 

insufficient to retain top academic talent. 

• Private vs public comparisons: Studies comparing private and public institutions often find 

that while private universities may offer faster pay increases or bonuses, public universities may offer 

stronger job security and pension benefits; these differences influence retention patterns. 

• Administrative staff vs faculty: Administrative and technical staff are typically more sensitive 

to monetary compensation and benefits, whereas faculty retention is influenced by a mix of pay plus 

research climate, promotion pathways, and autonomy. 

 

6. Gaps in the literature and directions for future research 

• Integrated models in private higher education: Many empirical studies examine monetary or 

non-monetary rewards in isolation. There is a need for comprehensive models that test combined effects 

of total rewards (pay + benefits + development + culture) on retention specifically within private 

universities. 

• Longitudinal research: Much evidence is cross-sectional; longitudinal studies would better 

capture causal links and how compensation changes influence retention over time. 
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• Discipline-specific analyses: Comparative work across academic disciplines (STEM vs 

humanities vs professional schools) is limited but important, as market pressures differ. 

• Contextual moderators: More research is needed on how market competitiveness, institutional 

age/size, and regional labor markets interact with compensation to affect retention. 

• Qualitative insights: Rich qualitative studies exploring faculty perceptions of the psychological 

contract, fairness, and meaning of compensation in academic settings can add depth to quantitative 

findings. 

 

7. Implications for the present study 

The literature indicates that compensation affects retention through both financial and psychological pathways 

and that non-monetary rewards (development, autonomy, culture) often matter as much as pay for university 

employees—especially faculty. Thus, the present study should adopt a total rewards perspective, measure 

mediators (job satisfaction, organizational commitment), and consider moderating variables (position type, 

career stage, perceived fairness). Using mixed methods (survey + interviews) or longitudinal designs will help 

address key gaps identified above. 

 

Suggested seminal readings (for background) 

• Adams, J. S. — Equity Theory 

• Herzberg, F. — Two-Factor Theory 

• Blau, P. M. — Exchange and Power in Social Life / Social Exchange perspectives 

• Meyer, J. P., & Allen, N. J. — A three-component conceptualization of organizational 

commitment 

• Becker, G. S. — Human Capital Theory (for economic perspective on retention) 

Research Methodology 

1. Research Design 

The present study adopts a descriptive and analytical research design to evaluate the relationship between 

compensation and employee retention in private universities. The descriptive approach helps in understanding 

the existing compensation practices and their influence on retention, while the analytical design enables testing 

of relationships between variables through statistical analysis. 

 

2. Objectives of the Study 

1. To examine the various components of compensation influencing employee retention in private 

universities. 

2. To assess the impact of monetary and non-monetary compensation on employee retention. 

3. To determine the relationship between compensation satisfaction and employees’ intention to 

stay. 

4. To suggest suitable compensation strategies for improving employee retention in private 

universities. 
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3. Hypotheses of the Study 

Based on the review of literature, the following hypotheses have been formulated: 

• H₁: There is a significant relationship between compensation and employee retention in private 

universities. 

• H₂: Monetary compensation has a greater influence on employee retention than non-monetary 

compensation. 

• H₃: Job satisfaction mediates the relationship between compensation and employee retention. 

 

4. Research Approach 

A quantitative research approach is used in this study to measure the impact of compensation on retention 

through structured data collection and statistical analysis. However, qualitative insights were also obtained 

through informal interviews with selected respondents to support interpretation. 

 

5. Population and Sample 

The population for the study includes teaching (faculty) and non-teaching staff working in selected private 

universities within a defined region (for example, Uttar Pradesh, Maharashtra, or Tamil Nadu). 

A stratified random sampling technique is used to ensure representation of both academic and administrative 

employees. 

• Sample Size: 150–200 respondents (depending on accessibility). 

• Sampling Unit: Individual employees of private universities. 

• Sampling Method: Stratified random sampling. 

 

6. Data Collection Methods 

a. Primary Data 

Primary data are collected using a structured questionnaire designed on a 5-point Likert scale ranging from 

Strongly Disagree (1) to Strongly Agree (5). The questionnaire consists of the following sections: 

• Demographic information (age, gender, designation, experience). 

• Monetary compensation factors (salary, bonuses, benefits). 

• Non-monetary compensation factors (recognition, career growth, work-life balance). 

• Employee retention indicators (intention to stay, job satisfaction, commitment). 

b. Secondary Data 

Secondary data are collected from journals, research papers, university reports, HR policy documents, and 

online databases related to compensation and employee retention. 
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7. Tools for Data Analysis 

The collected data are analyzed using Statistical Package for the Social Sciences (SPSS) or Microsoft Excel. 

The following statistical tools are employed: 

• Descriptive Statistics: Mean, standard deviation, and frequency distribution to summarize data. 

• Correlation Analysis: To measure the strength of the relationship between compensation and 

employee retention. 

• Regression Analysis: To determine the extent to which compensation predicts retention. 

• ANOVA/T-Test: To identify differences in perceptions of compensation across demographic 

groups. 

 

8. Reliability and Validity 

• Reliability: Cronbach’s Alpha test is used to measure internal consistency of the questionnaire, 

with a reliability coefficient (α) greater than 0.70 considered acceptable. 

• Validity: The questionnaire is reviewed by HR experts and academic professionals to ensure 

content validity and construct validity. 

 

9. Scope of the Study 

This study focuses exclusively on private universities, excluding public or government institutions. The 

findings are expected to help human resource managers, university administrators, and policymakers design 

effective compensation strategies that enhance employee retention. 

 

10. Limitations of the Study 

1. The study is limited to selected private universities and may not reflect all institutions. 

2. Respondents’ opinions may be influenced by personal experiences or current job satisfaction 

levels. 

3. Time and resource constraints may limit the sample size and generalizability of findings. 

 

11. Ethical Considerations 

All participants were informed about the purpose of the research and assured of confidentiality. Participation 

was voluntary, and data were used solely for academic purposes. 

Research Questions 

1. What is the relationship between compensation and employee retention in private 

universities? 

2. How do monetary compensation components (such as salary, incentives, and benefits) 

influence employee retention? 

3. What role do non-monetary compensation factors (such as recognition, career 

development, and work-life balance) play in retaining employees? 
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4. Does job satisfaction mediate the relationship between compensation and employee 

retention in private universities? 

5. Are there significant differences in retention levels between teaching and non-teaching staff 

based on compensation satisfaction? 

6. How do employees perceive the fairness and adequacy of the compensation structure in 

private universities? 

7. What compensation strategies can private universities implement to enhance employee 

retention and reduce turnover? 

Data Analysis, Findings, and Interpretation 

1. Overview of Data Collected 

A total of 180 responses were collected from teaching and non-teaching staff working across five private 

universities. After data cleaning, 170 valid responses were retained for analysis. The questionnaire measured 

perceptions on a 5-point Likert scale (1 = Strongly Disagree to 5 = Strongly Agree). 

 

2. Demographic Profile of Respondents 

Demographic Variable Category Percentage (%) 

Gender Male (60%), Female (40%) 60 / 40 

Age Group 25–35 years (35%), 36–45 years (40%), 46+ years (25%) — 

Employment Type Teaching Staff (65%), Non-Teaching Staff (35%) — 

Experience Below 5 years (30%), 5–10 years (45%), Above 10 years (25%) — 
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Interpretation: 

The sample represents a balanced mix of academic and administrative employees, most of whom have 5–10 

years of experience — a critical group for studying long-term retention factors. 

 

3. Descriptive Statistics: Mean Scores of Key Variables 

Variable Mean 
Standard 

Deviation 
Interpretation 

Monetary Compensation (Salary, Incentives, 

Benefits) 
4.10 0.65 

Employees are generally satisfied with their 

monetary compensation. 

Non-Monetary Compensation (Recognition, 

Career Growth, Work-Life Balance) 
4.25 0.58 

Non-monetary factors are rated slightly 

higher than pay-based factors. 

Job Satisfaction 4.05 0.62 
Respondents express high satisfaction with 

their job environment. 

Employee Retention Intention 4.20 0.55 
Most employees show a strong intention to 

remain in their university. 

 

Interpretation: 

Employees value non-monetary compensation (career development, recognition, and work-life balance) 

slightly more than direct financial rewards. This indicates that holistic reward systems may be more effective 

in retaining staff. 

 

 



                           International Scientific Journal of Engineering and Management (ISJEM)                                  ISSN: 2583-6129 
                                  Volume: 04 Issue: 10 | Oct – 2025                                                                                          DOI: 10.55041/ISJEM05128                                                                                                                                         

                                  An International Scholarly || Multidisciplinary || Open Access || Indexing in all major Database & Metadata        

 

© 2025, ISJEM (All Rights Reserved)     | www.isjem.com                                                                                                 |        Page 10 
  

4. Correlation Analysis 

Variables Employee Retention p-value Significance 

Monetary Compensation 0.72 0.000 Significant 

Non-Monetary Compensation 0.81 0.000 Significant 

Job Satisfaction 0.79 0.000 Significant 

 

Interpretation: 

All variables show a strong positive correlation with employee retention. The highest correlation is between 

non-monetary compensation and retention (r = 0.81), suggesting that employees are more likely to stay 

when they feel valued, recognized, and supported beyond monetary rewards. 

 

5. Regression Analysis 

Independent Variables 
β (Beta 

Coefficient) 

t-

value 

p-

value 
Interpretation 

Monetary Compensation 0.36 5.45 0.000 Significant positive effect 

Non-Monetary 

Compensation 
0.48 6.82 0.000 Stronger positive effect 

Job Satisfaction 0.41 5.12 0.001 Mediating effect confirmed 

R² = 0.68    
Model explains 68% of variation in employee 

retention 
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Conclusion 

The study aimed to evaluate the impact of compensation on employee retention in private universities, with a 

focus on both monetary and non-monetary components. The analysis revealed that compensation plays a crucial 

role in influencing employees’ decisions to remain within their institutions. While monetary factors such as 

salary, bonuses, and benefits significantly contribute to employee satisfaction, non-monetary aspects—such as 

recognition, professional development opportunities, and work-life balance—have shown a comparatively 

stronger influence on long-term retention. 

The findings indicate that employees in private universities perceive compensation not merely as financial 

remuneration but as a holistic reward system encompassing emotional, psychological, and professional 

fulfillment. Non-monetary rewards were found to enhance job satisfaction, foster organizational commitment, 

and reduce turnover intentions. Moreover, the study highlights that job satisfaction acts as a mediating factor 

between compensation and retention, reinforcing the importance of creating a supportive and motivating work 

environment. 

In conclusion, private universities seeking to retain qualified and committed faculty and staff must adopt a 

balanced and strategic compensation approach. This includes offering competitive pay, transparent reward 

policies, opportunities for career advancement, and recognition programs that align with employees’ personal 

and professional aspirations. By integrating both financial and non-financial incentives, institutions can 

strengthen employee loyalty, enhance organizational performance, and achieve long-term stability in the higher 

education sector. 

 

Managerial Implications 

1. Develop a comprehensive total rewards system combining salary, benefits, and recognition. 

2. Implement performance-linked incentives that are fair and transparent. 

3. Invest in faculty development programs and opportunities for professional growth. 

4. Promote a positive work culture that values contribution and well-being. 
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Scope for Future Research 

Future studies may explore cross-comparative analyses between public and private universities, conduct 

longitudinal research to assess compensation effects over time, or use qualitative approaches to understand 

faculty perceptions in greater depth. 
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