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Abstract

The current trend towards performance related reward systems is designed to lead to
greater rewards and motivations for those who contribute the most. However, designing
such reward systems is complex, as they aim at influencing human behavior. cultures,
underpinning core values and increasing the motivation and commitment of employees.
These reward processes cover both financial and non-financial rewards. There are
direct financial rewards which consist of payments in the form of wages, salaries and
bonuses. There are also indirect financial rewards, or benefits, such reward had been
seen as vital instrument in employee performance. A well rewarded employee feels that
he/she is being valued by the company that he/she is working for. They are also
encouraged to work harder and better if they are aware that their well-being is taken
seriously by their employers, and that their career and self development are also being
promoted and taken care of by their company. This study sought to find out that the role
of reward management system to improve employee performance. Data were collected
through questionnaire prepared based on various scholars work. The validity of the
instrument was checked and internal consistency of instrument was measured using
Cronbach Alpha and the result was 83%. A quantitative descriptive research design with
survey method is applied in this study. Using stratified random sampling technique 99
participants (employees) from the target (MOENCO) were selected from the total
population of 140. The results indicates that there is a statistically positive significant
and direct existing relationship between Extrinsic reward and employees performance
(r=.385**, p < 0.01) but this relationship is less as compared to the Intrinsic Reward
(r=437**, p<0.01). The results of regression analysis shows that; 21.8% is explained
by, 27% change in employee performance. The results of the analysis shows that, in the
performance management systems practice of MOENCO there are some strong areas
to be further strengthened and as well as weak areas to be improved. Employee
promotion is one among the weak, areas. It is suggested that MOENCO needs to revise

the career ladder in order to create an opportunity for future promotion.
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Chapter One

1. Introduction
1.1 Background of the Study
HRM aims at enhancing the motivation, job engagement and commitment of employees
through introducing policies and processes that can ensure that people are valued and
rewarded for what they do and achieve, and for the levels of skill and competence they
reach (Armstrong, 2012).Contemporary companies are established to accomplish
specific objectives. The Companies that wishes to achieve these objectives must have a
competitive and perhaps a comprehensive reward system that is aligned with the
organizations business strategy that reflects the competitive reality of the labour market.
No organization can achieve its stated objectives without its employees. Employees are
the core business elements that define the overall outcomes irrespective of the
challenging conditions. Normally, employees are individuals who are contracted by
companies to offer their skills in exchange for monetary and other forms of agreed
rewards. The employees are able to apply their expertise to accomplish their designated

tasks as per the specifications of the job.

Ajila and Abiola (2004) revealed that reward package can influence on employee
performance. Baseon their findings they concluded that reward system helps to increase
employee performance by enhancing employee skills, knowledge and abilities in order
to achieve organizational objectives. According to the Allenand Kilmann (2001), reward
practices play a vital role in improving employee performance and to achieve
organizational goals. If organization fails to reward employees, it will directly affect to
decrease employee performance and an efficient reward system can be a good motivator
but an inefficient reward system can lead to demotivate the employees in terms of low
productivity, internal conflicts, absenteeism, high turnover, lack of commitment and
loyalty, lateness and felling grievances. Therefore, organization needs to develop

strategic reward system for employees in order to retain competent employees which
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result to obtain sustainable competitive advantage. One of the leading challenges in most
companies is implementing effective reward system to enhance their employees
performance. Employees, technically known as human resources in some companies are
rightly considered as the most important assets and means of competitive advantage.
Most companies are now have the line in their promotional activities saying “Our
employees are our most important assets”. Therefore, companies are needed to take care
of their assets and when it comes to employees then taking care means satisfying them
by improving their performance through monetary and non-monetary incentives. If
companies fail to do so, employees may be tempted to leave the company which may
lead to staff turnover, reduce employees’ productivity and eventually reduce the
effectiveness and efficacy of the company. Furtado, et al. (2009) stated that rewarding
employees is associated with the motivation of the workforce of an organization for
better performance. However, what type and mix of rewarding tools to use is the
challenge for the organizations. Several studies have demonstrated that rewards are
considered to have positive impact on the employee’s health and work place safety.
Employees’ reward system is one of the factors that are sought to increase employees’

engagement in the work place, which is the key element in their work performance

The current trend towards performance related reward systems is designed to lead to
greater rewards and motivations for those who contribute the most. However, designing
such reward systems is complex, as they aim at influencing human behavior. Cultures,
underpinning core values and increasing the motivation and commitment of employees.
These reward processes cover both financial and non-financial rewards. There are direct
financial rewards which consist of payments in the form of wages, salaries and bonuses.
There are also indirect financial rewards, or benefits, such reward had been seen as vital
instrument in employee performance. A well rewarded employee feels that he/she is
being valued by the company that he/she is working for. They are also encouraged to
work harder and better if they are aware that their well-being is taken seriously by their
employers, and that their career and self-development are also being promoted and taken
care of by their company. Lastly but importantly, rewards management is also concerned
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with the development of appropriate organizational as insurance plans (life, health etc.),
retirement plans, sick leave and the others. Finally, the non-financial rewards also
consist of the satisfaction that a person receives from the job itself, from the
psychological and physical environment in which the person works.(Mondy and Noe,
2002).

To this end, this study focused on the reward management of MOENCO with the
objective of investigating whether reward systems influence the levels of performance
among employees of MOENCO. The study also aimed to discover which of the two
kinds of rewards (Intrinsic and Extrinsic)can satisfy employees of MOENCO and which
of the two kinds of rewards are the most influential factor for employee performance and

identified rewards that can help them to achieve high levels of job performance.

1.2 Background of the Company
The Motor and Engineering Company of Ethiopia (MOENCO) has founded by Mr. Y.D.

Lappine 50 years ago as a small garage in the heart of Addis Ababa, around the area
commonly known as Mexico, with a capital of 200,000 Ethiopian Birr.  Nine years
later, MOENCO took over the TOYOTA franchise business for Ethiopia when Inchcape,
a London based international organization, became a major shareholder and injected a
considerable amount of capital. This was a milestone moment in the firm’s journey to
become the MOENCO of today. Since the date of establishment, MOENCO has growth
both in terms of size and in terms of modernization of its service shops and parts
distribution centers, which display a passion for creating the ultimate customer

experience.

In addition, MOENCO merged and took over the Orilex Company with all their stocks
and assets. It also acquired additional agencies such as Lister, Blackstone, Barber-
Greene, Columbian steel Tank Co., Marzolli and also the agencies for pharmaceutical
products. A well-known international organization called an Inchcape PLC of London
was attracted and took over the share-holding of the previous Orilex members and

provided very substantial foreign capital thus became the major shareholder. With
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Inchcape’s encouragement and financial contribution, MOENCO took over the Toyota
franchise for Ethiopia and Eritrea in 1968.Inchcape PLC is the major shareholder of
MOENCO and its appointee, the Managing Director, has an executive power in the
overall management of the company. Today, MOENCO has four operational sites: two
in Addis Ababa; one in Awassa, which opened in 1998; and one in Bahir Dar that was
opened in 2004. Additional outlets are planned to be opened soon in Nazareth and
Kaliti. There are more than 600 employees in the company with an annual turnover of

close to one billion Ethiopian Birr.

MOENCO has realize the importance of having the right talent in the right position and
monitoring individual effectiveness through performance management. Consequently,
there is a system in place whereby every employee has a goal at the beginning of the
year followed up by periodical assessments to ensure that goals are being met
consistently in an effective and efficient manner. The company also uses the
performance management process to reward employees fairly and objectively. The
company’s all round effort in employee performance through and rewarding human

capital has helped to place MOENCO where it is today.

1.3 Statement of the Problem

Human resources are very important elements in achieving organizational goals and
objectives. Proper utilization of human resources needs to be the focus of any
organization. Building a Reward System will play an important role in enhancing the
success of every company. In a highly skilled & knowledge based economy, employees
have become the most important determinant factors of the organizational success. In
this contemporary world, where people have become more and more demanding about
their lives and surroundings, the reward system could be used to motivate employees by
satisfying these demands. However, there exists a lack of understanding on how to
motivate all those high demanding individuals, making most of the reward systems sub-
optimized. To create an optimal reward system, companies need to better understand

what really motivates, and what does not. Hafizaet.al(2011)stated that when
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organizations perform optimally and compete effectively, they can maximize on their
resources they have, one of which is the human capital which is the most important asset

any organization can possess.

The informal discussion made with MOENCO Human Resource Manager shows that
most of the problems in the company are related with the reward design gap: that is
employees are complaining the current reward system designed is not consider the
nature of their work, because some jobs are generated high stress and challenges.
Besides, employees are complaining the current reward system designed in the company
is not comparable with other similar companies and is not enough to resist the current
inflationary situations. Employees are resigning from the company due to the
prevailing reward system. In addition majority of employee leave in search of better

pay and join other competitor company.

As per the finding of the assessment, the reward system in MOENCO consists a small
combination of reward package which cannot satisfactorily reward its employees and which
in turn affects MOENCO to face a remarkable employee’s turnover. Hence, the senior
management sees the need to retain its employees by designing a competitive reward

packages.

Therefore, this study aims to evaluate and understand how important the established
reward management system as a whole by MOENCO and assess whether the current

reward management have a relationship with employee performance.

14 Research Questions
The study will attempt to address the following research questions:

1. What are the rewards (Intrinsic and Extrinsic) currently used in MOENCO?
2. What is the level of employee performance in MOENCO?
3. What is the relationship between reward management system and employee

performance?
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4. What are the factors of reward (Intrinsic and Extrinsic) that affect employee’s
performance in MOENCO?

Hypotheses

Based on the casual relationship given in this study, the following hypotheses are
developed for testing.

H1:- Extrinsic Reward is positively related to Employee Performance

H2: Intrinsic Reward is positively related to Employee Performance

H3: Extrinsic Reward has a significant impact to Employees Performance

H4: Intrinsic Reward has a significant impact to Employees Performance

1.5 Objectives of the Study

1.5.1 Main Objective
The main objective of this study is to assess the role of reward management system to
improve the employee’s performance in MOENCO.

1.5.2 Specific Objectives
The specific objectives of this study are include the following:
I.  To identify the current reward (Intrinsic and Extrinsic) of the company
ii.  To evaluate the level of employee performance of MOENCO
iii. To evaluate the relationship between reward system (Intrinsic and
Extrinsic) and employee performance
iv.  To identify the most influential factors of Rewards that affect employee’s

performance.

1.6 Significance of the Study

This research aims to address the important role of the reward management system
towards improving employee performance. The output of this research may be utilized

as an input by Management of MOENCO to maintain its current reward management
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system. The findings of this study may also help in linking the theories of reward system
to the practical application of the company. Moreover, the findings generated from this
study will possibly create awareness about planning and implementing an effective
reward system and suggest ways forward. Finally, researchers who want to make further
studies on the same area and/or similar studies in other companies may benefit from the
outputs of this study that can serve as an additional input to their investigation.

1.7 Scope of the Study

MOENCO Company has branches in major cities of Ethiopia. For instance Adama,
Hawassa, Bahir Dar with its head quarter located in Addis Ababa, the capital of
Ethiopia. This study was conceptually delimited to examining the role of reward
management system to improve employee performance by considering selected types of
reward practices and by testing the hypothesis formulated to prove as to which
proposed factors have effect on performance of the employees and to see whether or not

there is a link between the selected reward practices and performance of employees.

Although, the study would have been more comprehensive if other reward variables that
have impact on employee performance would have been addressed, the scope of the

study is limited to the reward systems i.e. Intrinsic and Extrinsic.

Based on the company organizational structure, there are three divisions that include:
Managing Director, After Sales Division and National Service Division. The study was
mainly focus on National Service Division of MOENCO. Because this division is a
major source of income for the company in the day to day operation. The division has
four sub divisions that include Service and Repair Section, Body and Paint Service,
Training Service and Customer Services Section. All the sub divisions are included for

the study purpose.
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1.8 Limitation of the Study
Some of the constraints that were faced by the researcher while conducting this study
were:-
= Lack of awareness among our society to fill out questionnaires with due care and
return them on time and also some employees were not willing to fill
guestionnaires.
= Researcher’s lack of prior experience in conducting scientific research may have
some effect on the finding of the result. However, considerable care has been
taken in the collection and analysis of all the evidential matter in order to

minimize the impact of these shortcomings.

1.9 Organization of the paper
This paper is organized in five chapters that is Chapter one includes Background of the

study, statement of the problem, research questions, Objectives of the study, definition
of terms, significance of the study, and scope of the study. Chapter two includes Review
of Literature, Chapter Three Methods of the Study: Research Designs and Methods,
Population and sample design, Data Collection Procedures and Methods, Data Analysis
Methods and Ethical Issues. Chapter Four contains results and discussion and Chapter

five contains Findings/ Summary, Conclusion and Recommendation.

1.10 Definition of terms
Reward systems A reward system consists of the interrelated process and practices that

combine to ensure that reward management is carried out effectively to the
benefit of the organization and the people who work there. (Armstrong 2010).

Employee Performance: The job related activities expected of a worker and how well
those activities were executed
http://www.businessdictionary.com/definition/employee-performance.

Intrinsic Rewards Intrinsic is a non-financial rewards related to responsibility,
achievement and the work itself may have a longer-term and deeper impact on

motivation. (Armstrong 2007)
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Extrinsic Rewards Extrinsic rewards provided by employers in the form of pay will
help to attract and retain employees and, for limited periods, may increase effort
and minimize dissatisfaction. (Armstrong 2007)

Motivation: “The degree to which a person is moved or aroused to expand effort to a

some purpose” (Rainey, 1993)
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CHAPTER TWO
2. REVIEW OF RELATED LITERATURES

2.1 Introduction

In this chapter relevant theoretical literature about Reward Management, Reward System
and related practices will be covered. This chapter provides information about aspects
of previous works that are related with this research proposal. In view of this, a number

of presentations culled from various sources are under review here.

2.2 Reward Management
Reward management is concerned with the development of appropriate organizational

cultures, underpinning core values and increasing the motivation and commitment of
employees. There is no such best practice; there is only good practice which is best for
the organization. And also what is best practice for an organization at one stage of its
development may no longer be best practice as it moves its life cycle. Practices, which
were effective when they were introduced, may degenerate as the organization evolves
or it degenerates. Reward management is not only about money, it is also concerned
with intrinsic, as well as extrinsic motivation; with non-financial, as well as financial

rewards.

The design and operation of reward management process and practices should start from
understanding of the implications of the psychological contract concept, motivation
theory and the factors affecting pay levels. But it must focus on the needs of the
organization and the people who work in it. These needs are most likely to be met if
reward processes are based on an articulated and integrated approach to the development
of the framework of reward philosophies, strategies and policies that will support the
achievement of the organization’s business strategies, as well as acting as levers for

change.(Armstrong, 2010)

When we see the reward history in Ethiopia in 1995 Ethiopia raised salaries for public
officials for the first time since 1975. This gave special salary increase for professional

group such as doctors and teachers. Nevertheless, like other African countries, it has not
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succeeded in paying salaries in the private sectors, international and non-governmental
organizations. Likewise, the most serious challenge that confronts many African
countries in the area of reward is not only how to develop systems of performance-
related pay and incentive, but also lacking the resource to pay for scarce skills these
countries have focused their efforts on monetizing benefits, since benefits often
constitute a large percentage of total compensation. (Accessed Jan 2, 2017)

Reward is the compensation which an employee receives from an organization for
exchanging for the service offered by the employee or as the return for work done (Lin,
2007). It also refers to the collection of brain structures that try to control and regulate
behavior by inducing pleasure (Ajila and Abiola, 2004). Human resource can be
rewarded and optimally utilized through rewarding it using different techniques of
significance importance.  There should be an effective reward system for organization
performance and reward should be related to employees’ productivity. Thus,
organizations must make policies and procedures and formulate such reward system

under those policies and procedures which increase employee satisfaction.

2.2.1 Aims of Reward Management

The aims of reward management are achieved by developing and implementing
strategies, policies, processes and practices that are founded on a philosophy, operate in
accordance with the principles of distributive and natural justice, function fairly,
equitably, consistently and transparently, are aligned to the business strategy, fit the
context and culture of the organization, are fit for purpose and help to develop a high
performance culture.
The aims of reward management according to (Armstrong, 2010) are to:

a. Reward people according to the value they create;

b. align reward practices with business goals and with employee values and needs;

c. reward the right things to convey the right message about what is important in

terms of behaviors and outcomes;

d. Help to attract and retain the high-quality people the organization needs;
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motivate people and obtain their engagement and commitment;
Develop a high-performance culture.

support the achievement of business goals through high performance;

o Q@ o

develop and support the organization’s culture;

define what is important in terms of behaviors and outcomes;
J. reward people according to what the organization values;
k. Win the engagement of people.

2.2.2 Importance of Reward Management

Reward management supports the achievement of business goals by helping to ensure
that the organization has the talented and engaged people it needs. It contributes to the
achievement of high performance by ensuring that the reward system recognizes and
encourages it. Reward management can define expectations through performance
management and contingent pay schemes. (Armstrong, 2010).Reward management
policies in association with HR policies can help to create a working environment that
provides for the just, fair and ethical treatment of employees. These are policies about
treating people properly and avoiding the creation of unacceptable reward practices that
reflect badly on the organization.

2.2.3 Integrated Reward Management
Integrated reward management is an approach to reward management that provides for
reward policies and practices to be treated as a coherent whole in which the parts
contribute in conjunction with one another to ensure that the contribution people make to
achieving organizational, departmental and team goals is recognized and rewarded. It
consists of a related set of activities that impinge and impact on all aspects of the
business and the HRM practices within it. As White (2005) cited in (Armstrong, 2010)
points out, in an integrated approach ‘each individual element of reward supports the

other to reinforce organizational objectives.’ Integration takes three forms:
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I. Strategic integration: the vertical integration of reward strategy with business strategy.
ii. HRM integration: the horizontal integration of reward strategies with other HR
strategies, especially those concerned with high performance, engagement, talent
management and learning and development.
iii. Reward integration: the internal integration of reward to ensure that it’s various
aspects cohere and that a total reward philosophy is adopted that means a full range of

mutually supporting financial and non-financial rewards is used. (Armstrong, 2010)

2.3 Reward Philosophy

Reward management is based on a well-articulated philosophy — a set of beliefs and
guiding principles that are consistent with the values of the organization and help to
enact them. The philosophy recognizes that if HRM is about investing in human capital
from which a reasonable return is required, then it is proper to reward people
differentially according to their contribution (i.e. the return on investment they
generate). The philosophy of reward management also recognizes that it must be
strategic in the sense that it addresses longer-term issues relating to how people should
be valued for what they do and what they achieve. Reward strategies and the processes
that are required to implement them have to flow from the business strategy.
(Armstrong, 2010)

2.4 The Multi-Dimensionality of Reward
Reward is a broad construct that can include 'anything an employee may value and
desire that an employer is able or willing to offer in exchange for employee contribution.
A conceptual distinction can be made between the three main constituents of reward -
type, system, and criterion. (Chiang & Birtch, 2006).

Reward type refers to the nature of the reward itself (e.g., financial and non-financial;
extrinsic and intrinsic). Reward system represents the method or mechanism (e.g.,
seniority-based, performance- based) by which organizations determine employee
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reward outcomes (e.g., pay in- creases). Systems can be either performance or non-
performance oriented. Reward criterion then, refers to the basis of allocation (i.e.,
individual or group) used to determine the reward. (Chiang & Birtch, 2006).

2.5 Intrinsic and Extrinsic Reward Types
Intrinsic rewards are those that are inherent in the job and which the individual enjoys

as a result of successfully completing the task or attaining his goals. On the other hand
extrinsic reward comes from external and are tangible in order to appreciate the task
performed by employee. Extrinsic rewards are external to the task of the job, including
pay, work condition, fringe benefits, security, and promotion, contract of service, salary,
incentives, bonuses, payments and job security the work environment and conditions of
work. (Badrinarayan and Tilekar, 2011). Thus, there is a need for an organization such
as commercial banking to determine the reward system to offer at the organizational

level rather than the individual managers.

2.5.1 Intrinsic Reward
Intrinsic reward concerns with psychological development of employees (Williamson,

Burnett &Bartol, 2009). They are intangible benefits and include the characteristics such
as autonomy, responsibility, meaningful work, achievements feedback and decision
making participation (Hackman & Oldham, 1976). The intrinsic reward system are
created purposely to appreciate employees in form of self-esteem and related to their
feeling of achievement and growth with organization. Employees are feel satisfy when
they have accomplished something worth in work and orally appreciated by the
organization (Nawab, Ahmad and Shafi, (2011).

Below are the definition for some of the diminutions of the intrinsic reward.

= Responsibilities
According to Naswa (2009) responsibility means a diversity of things to a vast multitude
of people. For some it means accountability, which is responsible for one’s action to

him or to others. Yet to others it implies dependability and guarding of one’s actions.
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The word responsibility should be understood as an intention to act caution and respect
not only to oneself but with connection to others. If a person is engaged in careful study
of establishment of a civilized society, one notices that responsibility was a cardinal

founding principle.

Forsyth (2000) says that giving people responsibility prompt their giving greater thought
to their work and with it, often produces not only greater productivity but is likely to
improve efficiency, quality indeed any steps that may be involved in victorious. And in
each of this case can potentially improve motivation and achievement. Responsibilities
are an important aspect to achieving greater motivation by workers. When employees
are engaged through personal values of their own, it will increase their overall
motivation. Responsibilities of the organizations allow employees to grow and develop
their overall ability to generate a higher stage of motivation among the workforce
(Macoby, 2010)

= Meaningful Work
Meaningfully work is defined by Rossoet al., (2010) and Stregeret, al., (2012) as the
importance of work for people in both interest and positive in valence (meaningfulness).
Various work-related benefits, including increased job satisfaction, motivation, and
achievement is associated with meaningfulness (Rosso et al, 2010). Meaningful work is
disparate rather than just looking for a job where and job will do. Meaningful work is
defined by doing what someone love and being reward in ways that are meaningful.

Managers who wish to increase employee motivation must consider the importance of
job design, and try to create tasks, and the circumstances in which these tasks are carried
out, which will make the work more meaningful. Lips-Wiersma& Morris (2009) noted
several theories that have been devoted their attention to the idea that, since individuals
have a need for meaning in their work, leaders must seek ways to enhance
meaningfulness for the worker or protect workers from meaninglessness in their work.

The interest in meaningful work is collaborating with positive individual and
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organizational impression with regard to work (Rosso et. al., 2010). Wrzeniewski
(2010) , we define meaningful work not simply as whatever works are meaningful to

people, but indulge the work that is both significant and positive in valence.

= Achievement
Employees develop a need for achievement when they see value in it and when the work
environment supports it. Recognizing achievement is a straightforward approach to
developing trust and encouraging employees to set and achieve goals, says (McClellend,
2000). Armstrong M. &Muris H. (2008), stated that people will feel rewarded and
motivated if they have the scope to achieve and also being recognized to excel. People
who are driven by the need to achieve are likely to be proactive, to seek opportunities
and to demand on recognition. Forsyth P. (2000) says that achievement is the most
powerful motivator and therefore one of the most useful in motivating tool of an

employee.

2.5.2 Extrinsic Rewards
An extrinsic reward is outcomes supplied by the organization. One can compare these

rewards to the job context items that Herzberg called hygiene factors. Extrinsic rewards
are based on the participation and achievement of the organization and further
categorized to establish direct and indirect (Westover and Tylor, 2008).The employees
took the extrinsic rewards from the firm and extrinsic rewards are usually high value.
Examples of extrinsic reward can be salary bonus or other financial benefits.
Appelbaum et al., (2011) mention extrinsic rewards also encourage employee morale
and the distribution of these rewards always has loomed large in companies, particularly
in accordance with the assessment of performance in today’s globalized world. Rewards
can create organizations that are built to change. Reward such as wage& salary,
bonuses, promotion and so on when designed properly, can help organizations to be
flexible and efficient. Below are the definition for some of the dimensions of extrinsic

reward.
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= Salary/Payment
Salary is a fixed amount of money paid to an employee by an employer in return for
work done. Salary is paid, typically, in a bi-weekly/monthly pay check to employees
who are exempt or professional. Wages can be defined as the price paid for labour. In
other words, wages are the payments made to the employees as compensation for
services rendered by them to the company.

Managers need to consider salary structures which should include organization attaching
importance to each job, payment according to performance, personal or special
allowances, fringe benefits, and pensions and so on in an attempt to use salaries as a
motivator effectively Adyinka et al., (2007). Employees would receive a reasonable

salary and wages, and desire their employees to feel what they are getting.

- Bonus
Bonus can be defined as a sum of money added to a person’s wages as a reward for their
outstanding performance.  According to E. Lawler Il and G. Worley (2006)
organizations must use bonus and change it with cash rewards in order to motivate
performance. They also noted that an increasingly popular form of variable pay uses the
performance appraisal to determine the amount of bonus paid to an employee.
Organizations need reward systems that motivate performance, reward change, and
promote the development of capabilities and competencies of individual and

organizational.

Armstrong M. &Murlis H. (2004) according to their book, bonus is a cash reward for
past performance. It provides an important recognition of achievement in financial
terms and thus can serve as a motivator as long as there is clear relationship between the
contribution of each person and his or her reward. Second, the bonus is valued and there
is a reasonable chance of getting it if the required level of performance is achieve in the

future and if incentive provides direct motivation. When direct motivation is achieved
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there is a clear vision between effort and reward and the level of expectation on the
prospect of getting a substantial reward.

= Promotion

Promotions are also an important aspect in employees’ career and life, which affects
other aspects of motivation. Firms can use promotions as a reward for employees who
are productive, create incentive for employees to exert greater effort. Promotion can be
referring to as progress of an employee’s rank or position in a hierarchical structure.
Promotions will set employees to do a better job as their ability to quickly move up to
their talent. The simplest form of salary incentives is the ladder of promotion. This
requires recruits to accept lower paid port-of-entry jobs. Initial period of employment is
a filtering process. Promotion leads to a good performance. When ladders of promotion
are used as delayed compensation, almost all junior employees prove themselves as
promoted.

2.6 The Reward System

Having a good, attractive reward system could be argued to have gained importance as
the new, globalized society, where companies act on one single market has contributed
to enhanced competition about the “right” employees as reward systems are recognized
to play a vital role in attracting and retaining employees (Arvidsson 2008). The
challenges of creating a suitable reward system are versatile, since there are almost
infinite ways of designing a reward system. There are many different aspects to discuss
and consider in terms of the design and usage of a reward system, some of them being
how individuals should be rewarded, for what and how much, how a reward system can
be designed to support long term goals and how goal congruence can be assured the
most efficient way. The theory of reward systems emphasized the link between good
HR policies and business performance. In terms of finding the most suitable way of
motivating the employees to work aligned with the organizational goals, an organization
needs to thoroughly evaluate and identify the different motivational factors among their
employees, which may differ between organizations and between individuals.
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According to (Armstrong, 2010), reward system contains all elements of reward such as
policies, practices, processes, procedures and structures. The formal reward systems in
organizations must be aligned with the strategic goals for the organization. It is
important that the human capital in organizations be rewarded competitively for their
capabilities. Currently, many organizations are emphasizing reward based on individual,

team, and organizational performance. Stephen B. (2005)

Envirenment Business HR. strategy Environment
strategy
Environment ) Reward
strategy
Reward
policies

X! X

Reward Reward Reward
practices procedures processes

Figure 1: how a reward system operates: source (Armstrong, 2010)

The key to an effective reward system is an understanding of what it is that employees
need and expect from the work situation. (Collings& Wood, 2009) According to
(Armstrong, 2010), Reward systems are based on the reward strategy, which flows from
the business strategy, for example to gain competitive advantage, and the HR strategy,

which is influenced by the business strategy but also influences it. The HR strategy may,
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for example, focus on resourcing but it should also be concerned with satisfying people
as well as business needs. All these aspects of strategy are affected by the environment.
Reward strategies direct the development and operation of reward practices and
processes and also form the basis of reward policies, which in turn affect reward
practices, processes and procedure. These different aspects of a reward system are
defined below.

2.6.1 Reward Strategies
These set out what the organization intends to do in the longer term to develop and
implement reward policies, practices, processes and procedures that will further the

achievement of its business and HRM goals.

2.6.2 Reward Policies
These set guidelines for decision making and action.

2.6.3 Reward Practices
These comprise the schemes, structures and techniques used to implement reward

strategy and policy: for example, the policy on pay levels will lead to the practice of
collecting and analyzing market rate data, and making pay adjustments that reflect

market rates of increase.

2.6.4 Reward Processes
These consist of the ways in which policies are implemented and practices carried out;

for example, how the outcomes of surveys are applied and how managers manage the
pay adjustment and review process.

2.6.5 Reward Procedures
These are operated in order to maintain the system and to ensure that it functions
efficiently and flexibly and provides value for money; an example is a procedure for
conducting an annual pay review. Reward systems are very crucial for an organization.

Rewards include systems, programs and practices that influence the actions of people.
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The purpose of reward systems is to provide a systematic way to deliver positive
consequences. Fundamental purpose is to provide positive consequences for
contributions to desired performance. The only way employees will fulfill the employers

dream is to share in their dream.

Reward systems are the mechanisms that make this happen. They can include awards
and other forms of recognition, promotions, reassignments, non-monetary bonuses like

vacations or a simple thank-you.

2.7  Employee Performance
Employee performance means a performance comprises an event in which normally one

group of people the performer or performers act in a particular way for another group of
people (Chaundary& Sharma, 2012). It refers to employees’ efficiency at work, how
well employees perform on the job and assignments assigned to them measured against
the generally accepted measure of performance standards set by their companies
(Torrington, 2008).

Desired performance can only be achieved efficiently and effectively, if employee gets a
sense of mutual gain of organization as well as of himself, with the attainment of that
defined target or goal. An organization must carefully set the rewards system to evaluate
the employee’s performance at all levels and rewarding them whether visible pay for
performance of invisible satisfaction. The concept of performance management has
given a rewards system which contains; needs and goals alignment between organization
and employees, rewarding employee both extrinsically and intrinsically. (Aktar, Sachu,
& Ali, 2012) A good reward system that focuses on rewarding employees and their
teams will serve as a driving force for employees to have higher performance hence end
up accomplishing the organizational goals and objectives. A reward system that is given
for high performance is more effective in inducing high performance in the future than a
reward that is not dependent on performance.
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2.8 Reward and Employee Performance

Reward management defined as maximizing the value of organizations’ reward budget

by aligning performance and reward. (Eigenhuis&Dijk, 2008)

Reward strategies, policies and practices focus on performance and contribute to the
achievement of a high-performance culture. This is one in which people are aware of the
need to perform well and behave accordingly in order to meet or exceed expectations.
(Armstrong, 2010) As markets become more competitive on a global scale it is
increasingly crucial to maximize the performance of the workforce to maintain the
market position (Winfield, Bishop, & Porter, 2004). Performance improvement can be
obtained by identifying a shared vision of where the organizations want to be and
clarifying the role of each employee in that process. However, even though there is goal
clarity if individuals are not rewarded based on their performance, their performance

would not be consistent.

Rewards those are associated with the job itself, such as the opportunity to perform
meaningful work, complete cycles of work, see finished products, experience variety,
receive professional development training, enjoy good relations with coworkers and
supervisors and receive feedback on work results. (Gilley, Gilley, Quatro, & Dixon,
2009) Reward and performance are the two sides of a single coin. Gomez-Mejia, Balkin,
&Cardy (2005) outlined that the main objectives of any compensation and performance
system is to motivate employees to work harden and help managers to decide who
should be paid more based on individual contribution respectively. Employees should be
aware of the relationship between how they perform and the rewards they get.
Organizations should apply performance management programs which assist in planning
employee performance, monitor performance by effecting proper measuring tools.
Rewards have been shown to motivate performance when certain conditions exist.
Individuals are best motivated when they believe that the behavior will lead to certain
outcomes that are attractive and that performance at a desired level is possible.

Motivation therefore best explains element of reward and the effect it has on
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performance. Rewards can be used to improve performance by setting targets in relation
to the work given e.g. surpassing some sales targets. When the employee surpasses their
target, he or she can be given an additional amount to their salary; this will make them

strive to achieve more.

Organizations should reward employees more often. This greatly improves performance
compared to having the rewards maybe only once a year. This is because frequent

rewards are easily linked to the performance. (Njanja, Maina, Kibet, &Njagi, 2013)

Another way through which organizations can use reward systems to increase output is
by personalizing the reward. When rewards tend to be so general, employees do not
value them. Organizations can use rewards to improve employee performance by
incorporating appraisal or promotion for employees who have a good record of
performance. Managers should be on the lookout for employees who perform well.
(Njanja, Maina, Kibet, &Njagi, 2013).

2.9 Reward Systems and Individual/ Organization Performance
The two types of reward system have mixed results in terms of their effect on employee

and overall organizational performance. Next is their detailed discussion.

Q) Effect of Intrinsic Rewards on Individual and Organization
Performance
The intrinsic rewards have been found to have an effect on both individual and
organizational performance. For example, the employees in an organization have
reached the esteem stage of development and possibly the self-actualization phase
through the impact of intrinsic rewards (Mikander, 2010). The intrinsic rewards
encourage and enhance both employees and employer to be able to challenge them and
accomplish new tasks and cooperate with others to work in a harmony environment
(Ong and The, 2012).  Apart from that, intrinsic rewards enable the employees to have
greater concentration and keep them in energizing and self-managing (Yasmeen, Faroog

& Asghar, 2013). By having the high levels of intrinsic rewards, employees become the
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informal recruiters and marketers for their organization in which they recommend their
friends to work in the organization and recommend product and services to potential

customers.

According to Thomas (2009), intrinsic rewards create a win-win situation for
organization and its employees. The employees feel happy and satisfied as they
experience feelings of achievement and self-worth, which create job satisfaction and
translates into improved work performance. At the same time, the organization increases
its sales volume and profit because of the increase in employee job satisfaction has

collectively increased aggregate form’s performance.

Furthermore, intrinsic rewards facilitate greater levels of satisfaction and competency.
As results, employees have more interest, excitement, fun and confidence in performing
tasks which leads to enhanced organizational performance. Therefore, organizations
should pay employees equitable salaries, not necessarily tied to performance, so as to
attract and ensure participation, and to rely more on intrinsic motivational techniques to

improve performance.

(i) Effect of Extrinsic Rewards on Individual and Organization Performance

The extrinsic rewards cover the basic needs of income to survive (to pay bills), a feeling
of stability and consistency (the job is secure), and recognition (my workplace values
my skills).  In addition, an extrinsic reward is outcomes supplied by the organization,
and includes salary, status, job security and fringe benefits. One can compare these
rewards to the job context items that Herzberg called hygiene (maintenance) factors.
Queresh, Zaman& Ali (2010) indicated that (extrinsic) financial rewards and social
recognition rewards impacted on employees' performance. Generally as, an effort to
stimulate employees’ creativity, many managers have used extrinsic rewards (e.g.
monetary incentives and recognition) to motivate their employees (Fairbank and
Williams, 2001; Van Dijk and Van den Ende, 2002).
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While empirical research has shown that extrinsic rewards help enhance individuals’
creative performance and which contribute ultimately towards organization
performance. However, the impact of extrinsic rewards on group effectiveness or work
performance is unclear and the models provide little guidance regarding specific type of
rewards that maximize particular outcomes in work group. However, Sajuyigbe, Bosede
and Adeyemi (2013), found that reward dimensions have significant effect on
employees’ performance. In particular, they found that pay, performance bonus,
recognition and praise are the tools that management can use to motivate employees in
order for them to perform effectively and efficiently. Thus, workers reward package
matters a lot and should be a concern of both the employers and employees. In brief, it
appears each research comes with slightly results suggesting neither of the rewards can

be considered to a more effect of job performance and/or organizational performance.

2.10 Theories of Motivation
Several theories have been used to explain the link between employee reward systems

and organization performance. These include Expectancy theory (Vrom, 1964),
Herzberg’s Two factor theory (Herzberg (1959), Maslow hierarchy of needs (Maslow,
1943) and Fifty-Fifty (Srivastava, 2005). In this study Vroom Expectancy Theory and
Adam’s Equity Theory was selected as the guiding theory because the two theories are

related directly to the factors of rewards.

2.10.1 Vroom’s Expectancy Theory
Victor H. Vroom (1964) looked at the whole paradigm of motivation in a slightly

different perspective. He introduced the expectancy theory of motivation as a function of
desirability of the outcome of behavior. This is also referred to as the path-goal-theory;
which indicates that rewards are attributed to certain behaviors, thus; if an individual
believes that behaving in a particular way will generate rewards that the individual
values or seek, they will be motivated to behave in line with what is expected of them.
Unlike Maslow and Herzberg, Vroom notes the importance of such factors as effort,

25| Page



The Role of Reward Management System in improving Employee Performance 2017

motivation and performance in motivation. He stresses that for a person to be motivated;

effort, performance and motivation (outcome), must be linked.

2.10.2 Adam’s Equity Theory
Equity theory centers on the importance of feelings of fair treatment and the possible

behavioral manifestations which may result from perceived inequity. This theory
highlights the fact that individuals make comparisons and that feelings of unjust
treatment in comparison with fellow employees may result in withholding effort,
restricting output, reducing cooperation and even withdrawal. (Collings & Wood, 2009)

Equity theory (Adams, 1965), which states that people will be better motivated if they
are treated equitably, and demotivated if they are treated inequitably. There are two
forms of equity: distributive equity or distributive justice, which is concerned with the
fairness with which people feel they are rewarded in accordance with their contribution
and in comparison with others; and procedural equity or procedural justice, which is
concerned with the perceptions employees have about the fairness with which company
procedures in such areas as performance management, promotion and discipline are

being operated. (Armstrong, 2010).

2.11  Motivation Theory and the Reward System

The key practical messages delivered by motivation theory are summarized below.
= Extrinsic and intrinsic rewards

Extrinsic rewards provided by employers in the form of pay will help to attract and
retain employees and, for limited periods, may increase effort and minimize
dissatisfaction. Intrinsic non-financial rewards related to responsibility, achievement and
the work itself may have a longer-term and deeper impact on motivation. Reward
systems should therefore include a mix of extrinsic and intrinsic rewards. (Armstrong
2007).
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= The Significance of Needs
People will be better motivated if their work satisfies their social and psychological
needs as well as their economic needs. Needs theory underpins the concept of total

reward, which recognizes the importance of the non-financial rewards as motivators.

For example, recognition as a non-financial motivator is important because it addresses
one of the most significant needs. Therefore, a total reward policy makes use both of

intrinsic and extrinsic rewards and of financial and non-financial rewards.

2.12 Perception of Employees
According to Babakus et al. (2003) cited in (Khan, Shahid, &Nawab, 2013), the
perceptions that employees have with regards to their reward climate influences their
attitudes towards their employees. In addition, the commitment of managers towards
their organization is also shown by how the manager rewards his/her employees. And
Gouldner (1960) cited in (Khan, Shahid, & Nawab, 2013) mentions the norm of
reciprocity, which focuses on the ability of organization to accommodate the needs of
their employees, and reward them for their efforts. In exchange for the rewards provided
to them, employees should reciprocate by increasing their commitment towards their
organization and their work, in addition to increasing their ‘socio emotional bonds’ with

their company and their colleagues.

What companies need to realize is that by remixing their rewards in a more cost-
effective way, they can strengthen their programs and improve employees’ perception of

value without necessarily increasing their overall investment (Ruddy, 2007).

2.13 Empirical Evidence
Various studies reached different conclusion with regard to the role of reward system in

employee performance.

=  Employees who are effective and efficient are likely to be limited if they are not
motivated to Perform. Mendonca, (2002) sees reward and compensation system
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that is based on the expectancy theory, which suggests that employees are more
likely to be motivated to perform when they perceive there is a strong link between
their performance and the reward they receive. Guest, (2002) share this opinion

that reward is one of the keys that motivate employees to perform as expected.

=  Schaufeliet.al.(2002) stress on the importance of rewards in order to combat
burnout, which is typically experienced by most employees on the job. Individuals,
who experience burnout in their work, typically do not feel fulfilled. They also
tend to have negative outlooks, and they also approach the tasks at hand with less
vigor and dedication. Akerele (1991) observes that poor remuneration is related to
profits made by organization. Wage differential between high and low income
earners was related to the low morale, lack of commitment and low productivity.
Ali and Ahmed (2009) confirm that there is a statistically significant relationship

between reward and recognition respectively, also motivation and satisfaction.

= As an effort to stimulate employees” creativity, many managers have used
extrinsic rewards (e.g. monetary incentives) to motivate their employees (Fairbank
and William 2001; Van Dijk and Van den Ende, (2002) While empirical research
has shown that extrinsic rewards help enhance individuals* creative performance.
Sometimes management pays more attention to extrinsic rewards but intrinsic
rewards are equally important for employee motivation. Andrew (2004) concludes
that commitment of employees is based on rewards and recognition Lawler (2003)
argued that prosperity and survival of the organizations is determined through how
they treat their human resources. It also depends on how they communicate their
rewards and recognition programs to their employees and whether these rewarding
strategies are clear to the employees motivation can be increased not only by
imposing a single factor; rather it can be enhanced by the combination of several

factors.
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2.14  The Conceptual Frame Work

This study involves intrinsic and extrinsic rewards as independent variables. In
independent variable extrinsic reward includes three dimensions such as salary/payment,
bonus and promaotion. As for the intrinsic reward, it includes three dimensions such as
responsibility, meaningful work and achievements.. Also as dependent variable the study
involves employee performance. After the careful study of Literature Review, the
following conceptual Model is formulated to illustrate the relationship between the two

variables.

Source: Developed by the Researcher (2017)

Independent Variable Dependent Variable

Intrinsic Rewards

4+ Responsibility
4+ Meaning full work
4+ Achievements

Extrinsic Rewards

4+ Salary/Payment
4+ Bonus
+ Promotion

Figure 2 Conceptual Frame Work Self Developed

This model shows that if an organization implement proper reward management system
employees will increase their performance for the success of the company by exerting
their efforts and the company as well as individuals can attain their specific goal.
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CHAPTER THREE
3. Research Methodology

3.1  Description of the Study
This chapter describes the research method and procedures that followed in conducting
the research. The study examines the role of reward management system (extrinsic and
intrinsic rewards) on employee performance. The study was held in MOENCO Head
Quarter, specifically on the Service Division. Employee performance was taken as
dependent variable and the Reward Management as related to extrinsic and intrinsic
rewards were taken as independent variables. Quantitative Descriptive Type Research
Design was applied in the study. Data was collected through questionnaires distributed
to MOENCO employees of National Service Division who had more than a year of

service with the company

3.2 Research Approach
According to Saunders et al. (2009), there are two approaches to research which can be

described as quantitative and qualitative approach. These two approaches are
commonly used in business and management research, particularly in terms of analyzing
the cause and effect relationship. As the aim of this research is to interpret people’s
behavior, a quantitative approach has been considered because the outcome is concerned
about what people actually do and what they think. Therefore, although both of these
approaches can be used in terms of collecting the required data from different sources
and analyzing and interpreting the data, the research was followed a quantitative

approach in achieving the desired outcomes.

3.3 Research Design
Research design as defined by cooper et al. (2003) is the plan and structure of
investigation conceived to obtain answer to research questions. A research design is also
typically include how data is to be collected, what instruments (methods and tools) can

be employed, how the instruments are systematic and scientific to measure the feelings
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and thoughts of people, and actions of the way and why things are done. In this study,
quantitative research design was applied using structured questionnaires.  Thus, the
study was conducted using Quantitative Descriptive type in the form of co relational
research design was used as it appeared to be more appropriate in exploring the effect of
reward practices on Employee Performance. Descriptive studies try to describe
characteristics of subject opinions, attitudes and perceptions of people interest to the
researcher. Furthermore, Descriptive studies also aim at obtaining information from a
representative selection of the population and from the same: the researcher is able to

generalize the findings to a larger population.

The strategy used in this research is a survey study (quantitative method using
questionnaires) to collect the required data for investigation. Because the survey strategy
allows to collect quantitative data which can be analyzed quantitatively using descriptive
and inferential statistics. Survey strategy also provides more control over the research
process and when sampling is used, it is possible to generate findings that are
representative of the whole population at a lower cost than collecting the data for the
whole population. Surveys are popular as they allow the collection of a large amount of
data from a sizeable population in a highly economical way (Saunders et al, 2009).

3.4 Sample and Sampling Technique
According to Patterned (2003), target population consists of the general population from
which representative samples can be drawn through sampling methods. This study was
targeted MOENCO Head Office employees mainly focusing on National Service
Division of employee, all who served the organization for more than a year included in
the data collection process. According to the Human Resource Data 0f2016 the total
number of National Service Division employees are 140 and have strata i.e Technical
Maintenance, Quality Control, Body and Paint Section, Training Service and Customer

Service.
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It is to be believed that employees who work in an organization for less than one year
may not have a full picture to measure the reward package of that given organization.
Inorder to understand and evaluate a given organization, employee’s needs to have
more than a year of experience. In addition a minimum of a year is needed to clearly
adapt with the environment. Hence, considering this and other related facts, the research
didn’t encompass staffs who served the organization less than a year and the total
number of respondents was 99. Therefore employee’s who served the organization for

more than a year were taken as a sample for this study.

Table 3.1: Composition of the Population

Service Division No. of Employee
= Technical Maintenance 45
= Quality Control 13
= Body and Paint Section 34
= Training Service 3
= Customer Service 45
Total 140

To obtain the minimum population sample for the study, the study used stratified

sampling as a technique using Yamane’s formula (Yamane, 1967) as follows:
n= N/1+N (e+)2
Where n is the sample size, N is the population size and e is the margin of error.

Where n =140/1+140(.05)2=99

Therefore a sample size of 99 was selected from a total population of 140 employees

from the Service division under study which is large enough to produce results among
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variables that are significantly different and it broadens the range of possible data and
forms a better picture for analysis.

Table 3.2: Sample Population Distribution

Service Division Total population Sample size Percentage
= Technical Maintenance 45 32 32.3

= Quality Control 13 9 9

= Body and Paint Section 34 24 24.2

= Training Service 3 2 2

= Customer Service 45 32 32.3
Total 140 99 100

35 Data Collection Procedures
Generally, the study had both primary and secondary sources. The primary data was

collected from the responses using structured questionnaire quantitatively measured on a
five point Likert scale. Secondary data was collected through document review from
existing information available in books, company magazines, organizational reports,
brochures, journals, published and unpublished researches, internet and other materials.
In preparing the questionnaire, the reward related variables questions has adopted from
R.C Schwab, (1993) whereas questions related with employee performance were self-
designed with reference of different literatures and reliability of the measurement were
tested.

3.5.1 Reliability and Validity of Data
Reliability and validity are the two most important quality control objects in a research.

The following explanations are provided on validity and reliability in research

undertakings.
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» Reliability
Reliability is an instrument which is used to describe the overall consistency of a
measure. A measure is said to have a high reliability if it produces similar results under
consistent conditions, (Neil, 2009). Inorder to assure reliability the researcher was tried
to avoid asking leading questions and tried to make sure that each person is given the
exact same question as the person before. The questionnaire was prepared in

understandable language inorder to avoid language barrier.

Cronbach alphas were calculated to examine the reliability of each variable of the study.
The three variables in the study were Extrinsic (16 items), Intrinsic (17 items) and

employee performance (6 items).

Usually reliability coefficients should be at least *.70’ and the higher the better. As
suggested by Churchill (1979), if scale item were to exhibit an item to total correlation
of 0.25 or less the item should not be included in further analysis. All items used in this
study have greater than 0.25 an item total correlation. Reliability coefficient for items in
each variable (Cronbach’s alpha) is also greater than .7 which showed higher reliability
of the items used in measurement of the variables. Accordingly Cronbach alpha is found
to be .831.

Reliability Statistics

Cronbach's Alpha N of Items
.831 40

Cronbach alpha for measures of the variables

»  Validity
Validity refers to the degree to which study accurately reflect or assesses the specific
concepts that the researcher will be attempting to measure the data. The types of

validity include internal validity which clearly indicates the principles of cause and
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effects relationships in a research, external validity which clearly focus on the effects of
research that can be generalized. In this study internal validity was in variably applied to
test the impact of reward system at MOENCO. Validity has been enhanced through the
pilot study that was purposely undertaken to pre-test the research tools and methods
before the actual study to be undertaken. Furthermore, these techniques were constructed
based on the objectives of the study. In confirming the validity of the instrument,
content validities have been ensured. In designing & ensure the content validity of the
instrument and also to check on the clarity, length and wording of the question, the
researcher considered the input of the advisor as well as HR expert in HRM sub process
working in MOENCO. Finally valuable comment was given both from the advisor as
well as the expert and based on the feedback some adjustment on the questionnaire was

made.

3.6 Data Analysis

The data that were collected from employees through questionnaire is analyzed by the
help of SPSS software version 20 Demographic variables description, reliability,
descriptive statistics, correlation analysis, multiple regression analysis were conducted to
analyze the collected quantitative data. The demographic information about the
participants in this study was reported; it included the frequency distribution of all
demographic variables such as gender, age, position, service year, etc. Cronbach’s
alphas were calculated for testing the reliability of the scales used in this study. In
addition, correlation analysis and regression analysis were conducted. Correlation
analysis was interpreted through checking the direction and magnitude of each two
variables in terms of the ‘r’ value. Doing multiple regressions helped the researcher to

further understand the relationship among variables.

3.7  Research Ethics
The ethical consideration was taken into account throughout the data collection

processes and procedures. First, each selected respondent has been informed that his/her
response is voluntary and only those who provided verbal and written consent was taken

as part in the study. Second, clear introduction and elaboration of the objectives of the
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study was given to every respondent before engaging him/her in the fieldwork. Thirdly,
all research tools had codes so that participants identities was kept anonymous, to avoid
any harm to respondents. Furthermore, the study was abided by the ethics of social
research ranging from professional ethics to those concerning researcher respondent

relationship. In addition, all those assisting the researcher in one way or another has
been given due respect.
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CHAPTER FOUR
RESULTS AND DISSCUSSIONS

4. Introduction
This chapter deals with results and discussion of the data collected through

questionnaire. Descriptive statistics like frequencies and mean were use to analyze the
data. Interpretation was made based on the frequency and percentages of the data. The
findings from the questionnaires were analyzed by using SPSS (Version 20). The results

from the study are presented in the form of frequency table and graphs.

4.1  Demographic Information of Respondents

The first part of the questionnaire consists of five items about demographic information
of the respondents. It covers the personal data of respondents such as: Gender, Age,
Educational Background, Current Job Position and Year of Service in MOENCO. The
following subsequent tables will indicate the total demographic characteristics of the

respondents.

Table 4.1 Biographical information of respondent

Variable Category Frequency Percent

Male 79 86.8

Gender Female 12 13.2
Total 91 100

Age 20-26 16 17.6
26-30 18 19.8
31-35 33 36.3
36-40 17 18.7
41-45 5 5.5
46 and above 2 2.2
Total 91 100
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As shown in table 4.1, of the total respondents i.e. n= 79(86.8%) are male and the
remaining n= 12(3.1) are female. This indicates that, the number of proportion between
male and female employees in MOENCO is not proportional. Regarding to Age Category,
one can easily understand that the workforce population is largely dominated by age
group of 31-35 that is n=33(36.3%). The next higher age groups are 16(17.6%),
17(18.7%) and 18(19.8%) are under 20-26, 26-30 and 36-40 respectively. On the other
hand those under age category of 41-45 are n= 5(5.5).

60
50
40
30
M Frequency
20
M Percent
10
O | ;
High School Technical School  Bachelor's Degree Masters
Certificate Diploma
High School Certificate 2 2.2%
Technical School Diploma 49 53.8%
Bachelor's Degree 35 38.5%
Masters 5 5.5%

Figure4.1  Educational Qualification of Respondents

In relation to employee level of qualification, the above chart clearly indicates that
majority of the work forces i.e, .n= 49 (53, 8%) acquired technical School Diploma.
Degree holders constitute n= 35(38.5%), Masters n= 5(5.5) % and the rest n=2(2.2%) do
not have higher level education. We can say that the highest academic qualification of
the employees in the selected departments are Technical School Diploma, so the

company must work on how to improve academic qualification of its employees.
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Variable Category Frequency Percent

Junior Technician 10 11
Technician 23 25.3

Current Position Senior Auto Technician 37 40.7
Leaders 6 6.6
Managerial 4 4.4
Others 11 121
Total 91 100

Table4.2 Current Position of Respondents

Employees Current Position indicates that n=37(40.7%) are at a position of Senior Auto
Technician, n= 23(25.3) Technician, 6(6.6%) are at a position of Leader, 4(4.4%) at
Managerial position and the rest 11(12.1) are indicated other position. From the table

we can conclude that majority of the respondents are at a level of senior technician

position.
200 1 l
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100 +~
) :
50 +
/‘A A Y — _ M Year of Experience
0 | I | | I Percent
1- 6- 11 21 ab To
5 10 - - ov tal W Year of Experience
ye ye 20 30 e Frequency
ars ars ye ye 30
ars | ars
Valid
Year of Experience Percent 25.3 | 19.8 | 37.4 | 13.2 | 4.4 | 100

Figure 4.2 Employees Length of Service Year
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With regard to service year the highest data n=33(36.3%) reveals between 21-30. This
high experience enables the researcher to find out the right information about the reward
management being functional within MOENCO. It is also possible to generalize that
such a relatively longer of service might have helped respondents to possess rich
experience and a better understanding about the various issues and problems of
MOENCO.

Salary range

257

207

-
W
1

Frequency

=
o
1

below 2000 2001-6000 G007-10000 10001-14000 above 14000

Salary range

Figure 4.3 Employees Salary
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Under salary classification, the participants were classified in to five categories based on
the salaries they earned at the time of the study. With regard to respondents™ salary
range, out of 91 respondents n= 25 (27.5%) earns a salary between the range of 10001-
14000 and the other group of respondents’ i.e. n= 23(25.3%) fall under the salary range
of 6001-10000. The remaining 20 (22%) are earning and above 14,000. Only 2(2.2%)
earns below 2000. The highest range is from 10,001 to 14,000). The majority
employees n=25(27.5%) earns at the range of 10001-14,000, this implies that the salary

scale is good but still there is a need salary adjustment.

4.2 Perception towards Intrinsic and Extrinsic Reward

The section below shows, employee’s perception towards the existing intrinsic and
extrinsic reward management system of MOENCO. Like that of the previous section, in
this section employees were requested their opinion with regard to the statements
presented under the issue of intrinsic and extrinsic rewards and options were provided in
the form of Likert Scale: strongly disagree(1), disagree (2),neutral(3), agree (4)and
strongly agree(5).

Table 4.3 Employees’ Perception towards Salary/Payment

Item 1 2 3 4 5 Total
My salary is satisfactory | Frequency 8 2 11 53 17 91
in relatfion to my work R——
intensity ercen 8.8 2.2 12.1 58.2 18.7 100
Mean = 3.76
My Salary is directly Frequency | 6 20 22 33 10 91
related to my
performance Percent 6.5 22.0 24.2 36.3 115 100
Mean 3.23
My salary is fair in Frequency | 8 5 23 44 11 91
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relation to my Percent 8.8 55 25.3 48.4 121 100
responsibility

Mean 3.49
My Salary is fair when | Frequency | 3 14 43 28 3 91
compared with that of
similar jobs in other Percent 3.3 15.4 47.3 30.8 3.3 100
companies

Mean 3.15
Salary increment is Frequency 28 20 38 5 91
managed fairly in the
company Percent 30.8 | 220 41.8 55 100

Mean 3.22

Every time | get salary | Frequency 7 24 9 35 6 91
increment | will
improve my Percent 7.7 27.4 9.9 385 6.6 100
performance Vean 2.99

(Source: Survey Questionnaire)

The above table demonstrates the respondents of MOENCO employees regarding their
perception on salary/payment. Item no. one, indicates that n=53(58.2 of the
respondents agree and 17(18.7) are strongly agree while the remaining n=11((12.1),
2(2.2%) and 8(8.8%) shows neutral, disagree and strongly disagree. The result implies
that employees are satisfied with their current salary at MOENCO. This implies
employees perceived positively about this item. The second item requested
employees’ perception whether or not their salary is related to their performance. The
results reveals n= 33(36.3%) agree and n=10(12%) strongly agree while the rest
n=22(24.2%) and n=20(22%) shows neutral and disagree respectively. The result
implies that the perception of the majority of the employees’ of MOENCO s positive
toward their salary they earn is the outcome of their performance. The third item is
about the fairness of the salary in relation to their responsibility. As can be shown
employees are perceived n=44(48.4) agree and n=11(12.1%) strongly agree while
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8(8.8%) strongly disagree and 5(5.5%) disagree). The result n=44(48.4) show that the
company gives higher emphasis on the responsibility of the employees.

The fourth item indicates about the fairness of MOENCO’s salary compared with other
similar company’s salary. The majority respondents shows n=47(47.3%) are neutral and
n=28(30.8%) and n=14(15.1) of the responses shows agree and disagree respectively.
Since the majority of the result is neutral management of MOENCO needs to consider
salary structure which include attaching to each job position and the market assessment

for the salary adjustment should be worked out.

For the fifth item respondents were requested to show about how salary increment
managed in the company. The respondents for this questions gives n=38(41.8%) agree
and n=28(30.8%) disagree whereas n=22(22.0%) are neutral. Item six questions are also
requested employees whether or not their performance increase every time they get
salary increment. The response shows that n=35(38.5%) agree while 24(27.24%) shows
disagree. For item no 5 and no 6 we can conclude that in MOENCO the salary
increment is properly managed and as a result one can assure that employees will

improve their performance when they get salary increment.

Table 4.4: Perception of Employees’ toward Bonus

Item 1 2 3 4 5 Total
The Company pays Bonus every | Frequency | 5 16 8 41 21 91
year based on the HR Manual
Percent 5.5 17.6 8.8 451 |231 100
Mean = 3.65
If there is bonus | believe that Frequency | 5 19 8 39 20 91
Bonus paid by the company is
the result of my effort Percent 55 20.9 88 429 |220 100
Mean = 3.41
Frequency | 14 15 4 36 22 91
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Bonus is only paid if the Percent 154 |16.5 44 1396 |24.2 100
required performance is
achieved Mean 3.62
Bonus motivated me to improve | Frequency | 7 11 10 45 18 91
my performance
Percent 1.7 12.1 11 495 |19.8 91
Mean 2.87
Bonus must be paid for those Frequency | 15 27 11 31 7 100
who perform higher
Percent 16.5 |29.7 121 341 |77 100
Mean 2.98
The Bonus that the company Frequency | 9 3 14 56 9 91
pays is sufficient to me
Percent 9.9 3.3 154 | 615 |99 100
Mean = 3.58

(Source Survey Questionnaire)

Item No. 1 requested if the company pays bonus every year based on the company HR
Manual.  The analysis revealed that agree n= 41(45.1%) and n=23(23.1%)shows
strongly agree while n=16(17.6) are disagree and n=8(8.8%) are neutral. Under the
second item employees are requested about their opinion whether or not Bonus is the
result of their effort. Employees responses shows n=39(42.9%) agree and n=20(22%)
strongly agree. The remaining results are n=19(20.9%) Disagree and n=8(8.8%) shows
agree. The results implies that there is Bonus paid for employee based on MOENCO
HR Manual and employees are awarded Bonus for their outstanding efforts. As a result
when performance improved there is a clear vision between employee’s effort and
rewards. The third question also investigate if Bonus is only paid if the required
performance is achieved. The responses indicate that n= 36(39.6) agree and n=22(24.2.
%) are strongly agree. In the meantime n=15(16.5%) responses are disagree. We can
say that there is reasonably chance for getting bonus if the level of performance is

achieved. The results implies that in MOENCO Bonus is valued and there is a
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reasonable chance of getting bonus if the required level of performance is achieved.
In addition, we can assure that MOENCO applies performance appraisal to determine
the amount of bonus paid to employee. The fourth item is about whether bonus
motivated employee to improve their performance. In this regard the majority replies
agree i.e. n=45(49.5) and strongly agree n=18(19.8%). The rest n=11(12.1%) disagree
and n= 10(11%) are shows neutral. This is clearly indicate there is an important
recognition of achievement in financial terms and thus Bonus can serve as a motivator as
long as there is clear relationship between the contribution of employee and their
performance. The next question is about employees’ opinion whether or not bonus that
the company pay is sufficient to them. Majority of employees reveals agree i.e.
n=31(34.1%) while disagree is n=27(29.7%). The rest responses shows n=15 (16.5%)
strongly disagree and n=11(.12.1) is neutral. ~ There is a proportional results revealed
for agree and disagree. Therefore we cannot be sure that the bonus provided by the

company meets the employees’ demands.

Table 4.5: Perception of Employees’ toward Promotion

Item 1 2 3 4 5 Total
I believed that promotion is a Frequency |1 10 13 54 13 91
reward factor to improve my
performance Percent 1.1 11 14.3 59. 14.3 | 100
Mean =3.58
The opportunity for promotion Frequency | 15 14 29 23 10 91
exists in MOENCO
Percent 16.5 15.4 31.9 25.3 11 100
Mean=3.00
My job allows me for rapid Frequency | 3 36 20 29 3 91
promotion
Percent 3.3 39.6 22 31.9 3.3 |100
Mean =2.92
Staff has promoted in a fair and | Frequency | 19 22 10 33 7 91
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transparent manner in Percent 20.9 24.2 111 36.3 7.7

MOENCO

100

Mean = 2.90

(Source: Survey Questionnaire)

Item one regarding to promotion indicates that employee’s perception whether or not the
promotion improves employee performance. In this regard majority of the responses
shows agree i.e. n=54 (59.3%) and strongly agree n=13(14.3). This indicates that
employee perception on promotion towards their performance is positive. On the
second item employees shows their responses if the opportunities exist for promotion in
MOENCO. In line with this, n=29(31.9%) responses are neutral (neither agree nor
disagree) the rest n=15(16.5%) and 14(15.4%) indicates disagree and strongly disagree
respectively. Only 23(25.3%) responses are agree. From this we can conclude that even
if there is an opportunity for promotion in MOENCO we cannot sure that employee’s
attitude is positive or negative towards this point, since the majority responses revealed

neutral.

The third item states that “my job allows me for rapid promotion”. The results shows
36(39.6) of the responses are disagree while 29(31.9) indicates agree.  The analysis
revealed that the proportion of disagree is higher than agree. This implies that the
company rank position in hierarchal structure should be revised. The last responses for
the statement “Staff has promoted in a fair and transparent manner in MOENCO”
reveals that n=33(36.1%) are agree and n=7(7.7) strongly agreed respectively. Whereas
n=22(24.2) responses are disagree. From this result we can conclude that promotion
process in MOENCO is fairly and transparently handled by the management.

Table 4.6 Perception of employees’ toward Meaningful Work

Item

1 2 3 4 5 Total

I have a job in which | can learn | Frequency 3 27 8 41 12 91

and develop my abilities

Percent 3.3 29.7 8.8 451 |13.2 100
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Mean= 3.71
| feel 1 am part of something Frequency 4 21 15 38 13 91
meaningful in my position
Percent 4.4 23.1% | 165 |[41.8 |143 100
Mean = 3.76
My job has significant Frequency 6 18 13 41 13 91
importance in the company
Percent 6.6 19.8 143 451 |13 100
Mean=3.79
There is no relationship between | Frequency 26 28 22 10 5 91
meaningful work and employee 5
performance ercent 28.6 30.8 242 |11 55 100
Mean=2.44
| believe that the way my job Frequency 3 23 18 41 6 91
designed will encourage me for S
better performance ereen 3.3 25.3 198 451 |66 100
Mean=3.51
The physical working condition | Frequency 8 23 10 38 12 91
of my work place does not have 5
a relationship with my ercent 8.8 25.3 11 418 |13.2 100
performance Mean=2.91

(Source: Survey Questionnaire)

As shown in table 4.6 in Item 1,

which 1 can learn and develop my abilities”.
agree, and n=12(13.2%) strongly agree. Whereas the rest 27(29.7) disagree and 8(8.8)

employees asked to fill the statement “I have a job in

The responses reveals that n=41(45.1%)

are neutral. This implies that at MOENCO various improvements and achievements are

directly related with meaningful work. The second item states “I feel | am part of

something meaningful in my position”. The responses shows that 38(41.8%) Agree and

13(14.3) are strongly agree while 21(23.1) are disagree. From this we can conclude that

employees at MOENCO are doing what they love and being rewarded in ways that are
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meaningful to them. The third statement shown as “my job has significant importance
in the company”.  The responses revealed 41(45.1%) Agree 13(14.3%) strongly agree
while 18(19.8%) disagree and 13(14.3%) neutral. This indicates that employees at
MOENCO has a positive attitude towards their job and meaningful work encourage the
work that is both significant and positive in nature. The forth item states “There is no
relationship between meaningful work and employee performance”. Employee
responses shows 28(30.8%) disagree and 26(28.6) are strongly disagree. The rest 10
(11%) agree and 22(24.2) are indifferent (neutral). We can say that from this result the
majority of employees of MOENCO has positive impression that their work is highly
related to their performance. The fifth item states “I believe that the way my job
designed will encourage me for better performance”. Employees reveals for this
question 41(45.1%) agree and 6 (6.6%) strongly agree. In the meantime 23(25.3%) are
disagree. This implies that MOENCO has consider the importance of job design that
will make the work more meaningful to enhance employee performance. The last
question imposed to the respondents was “The physical working condition of my work
place does not have a relationship with my performance” The result for this question
shows 38(41.8%) Agree, whereas 23(25.3%) disagree. From the result we can analyze
that majority of the employee agreed that there is no relationship between physical
working condition and employee performance. Again this implies that MOENCO

should review the circumstances in which the tasks are carried out.

Table 4.7 Perception of Employees’ toward Achievement

Item 1 2 3 4 5 Total

Achievement is one of the most | Frequency |5 11 11 47 17 91
powerful motivator of employee

Percent 55 121 | 121 51.6 | 18.7 100

Mean = 3.76

The Company supported me ina | Frequency |6 20 22 33 10 91
way to my achievement

Percent 6.6 22 24.2 36.3 |11 100
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Mean = 3.23
The Company feel proud about | Frequency |8 21 23 28 11 91
my achievement
Percent 8.8 23 25.3 308 |121 100
Mean = 3.49
I don’t believe that | am Frequency |3 35 25 25 3 91
rewarded by my achievements in
MOENCO Percent 3.3 385 | 275 275 |33 100
Mean = 3.15
Pay decisions are linked to Frequency |4 29 10 43 5 91
performance achievement
Percent 4.4 319 |11 473 |55 100
Mean 3.22

(Source: Survey Questionnaire)

The first item aimed to find out whether achievement is one of the most powerful
motivator.  N=47(51.6%) responses shows agree and 17(18.7%) responses shows
strongly agree. N=11 (12.1%) responses are disagree. As we see from the respondents
result majority of the employees has a positive response on achievement that is
employees will feel rewarded and motivated if they have the scope to achieve and also
being recognized by their achievement. The second item requested employees their
opinion about the company’s support on their achievement path. The responses on this
ideas shows28(30.8%) and 11(12.1%) agree and strongly respectively, while 21(22%)
responses shows disagree.  This implies that employees are perceived positively
MOENCOs support at their achievement. On the third item employees are requested
whether the company feel proud about employee achievements. In this regard
33(36.3%) and 10(11%) are revealed agree and strongly agree respectively. 21(23%)
responses reveals disagree. The majority has a positive responses. Recognizing
achievement is a straightforward approach to developing trust and encouraging

employees to set and achieve goals. The forth item requested employees perception
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about the company reward whether or not the reward related with their achievement.
35(38.5%) respondents pointed out disagree which implies that they believe the reward
on the company related with their achievement.  The rest 25(27.5%) reveals agree and
the same points are given for neither agree nor disagree. On the fifth question
employees requested about pay decisions whether or not linked to performance
achievement. The majority result shows 43(47.3%) agree and 29(31.9%) shows
disagree. Based on this result we can assure that there is a strong link between pay

decision and employee performance.

Table 4.8 Perception of Employees’ toward Responsibility

Item 1 2 3 4 5 100
I have a certain responsibility in | Frequency 5 3 5 48 35 91
my job

Percent 55 |33 55 52.7 |38.5 |100

Mean = 4.22
I am motivated when my boss Frequency 5 5 7 39 35 91
gives me responsibility to do my
work Percent 55 |55 7.7 429 |38.5 | 100
Mean =4.1

I am completely independent of | Frequency 17 8 10 30 26 91
others

Percent 18.7 | 8.8 11.0 |33 26.6 | 100

Mean 3.41
| believe that responsibility Frequency 5 10 43 33 91
prompts my greater thought in
my work Percent 5.5 11 473 |36.3 | 100
Mean 4.05

Full responsibility in my work Frequency 5 2 37 44 91
encourages me for better

Percent 3.3 5.5 2.2 40.7 | 48.4 | 100
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performance Mean=4.24

| feel accountable whenever the | Frequency 3 3 8 40 37 91

company gives full

responsibility in my job Percent 33 |33 8.8 44 40.7 | 100
Mean 4.10

| am afraid giving full Frequency 42 19 9 15 6 91

responsibility from my boss can

affect my work Percent 46.2 | 209 |99 16,5 |6.6 |100
Mean =2.33

(Source: Survey Questionnaire)

Item one present’s respondent’s perception on the level of their job responsibility is
revealed.  Majority of the respondents revealed that n=48(52.7%) agree and
n=35(38.5%) strongly agree. This implies that majority of MOENCO employees had
certain responsibility in their jobs. The second item request whether or not employees
are motivated when their boss gives them full responsibility. Majority of employees
have positive opinion. n= 39(42.9%) agree and n=35(38.5%) reveals strongly agree.
Insignificant points are given for disagree. This implies that responsibilities are an
important aspect to achieving greater motivation by workers. The third item requested
whether or not employees do their job independently. The responses shows n=30(33%)
and 26(28.6%) Agree and strongly agree. This results also shows employees at
MOENCO has freedom on their work. The forth item indicates employees thought if
responsibility prompt their greater thought in their work. The majority responses are
positively reveled. The next question is whether or not full responsibility encourage
employees to perform better. 37(40.7%) and 44(48.4) responses were agree and strongly
agree respectively. In the meantime, n= 3(3.3%) and n=5(5.5%) revealed strongly
disagree and disagree respectively for this questions. This implies that responsibilities
are a greater aspects to encourage and achieve greater performance. The respondents for
item six were requested their feeling about accountability when they acquired greater
responsibility. In this regard n= 40(44.%) Of the responses shows agree and n=37(40.7)

shows strongly agree. The results shows that employees have positive feeling whenever
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they are accountable in their jobs. The last question requested employee’s perception
whether they are affected or not whenever their boss gives them full responsibility. In
line with this majority of the respondents n=42(46.2) revealed strongly disagree that is
they are not affected by full responsibility given by their boss. We can conclude that
giving people responsibility prompt their greater thought towards their work as a result
this will often produce not only greater productivity but also improve efficiency and
quality.

Table 4.9 Perception of Employees’ Towards Employee Performance

Item 1 2 3 4 5 100
Employees are rewarded based | Frequency 3 19 12 52 5 91
on his/her performance
Percent 33 |209 |132 |571 |55 |100
Mean = 3.41
The existing benefit package in | Frequency 4 12 15 55 5 91
the company (salary, bonus,
etc... are helping employee for Percent 44 1132 165 604 |55 100
higher level of performance Mean = 3.49
MOENCO’s Working Frequency 3 32 14 33 9 91
environment is good for young
employees in enabling them to Percent 33 |352 |154 |363 |99 100
utilize their skills, knowledge Mean 3.14
and potentials
The organization has a good Frequency 20 11 49 11 91
culture of recognizing
employees for successful Percent 220 |121 |53.8 |12.1 |100
completing of tasks Mean 3.56
Performance standards in my Frequency 5 16 46 24 91
organization are clear and easily
understandable Percent 5.5 176 |50.5 |26.4 |100
Mean=3.98
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The reward practices have Frequency 3 8 12 60 8 91

positive impact on employees

job performance Percent 3.3 8.8 132 |[659 |88 100
Mean 3.68

As clearly shown on the above table, the majority employees agree on the points that
they are rewarded based on their performance, the existing benefit packages are helpful
for their performance, the organization has a good culture of recognizing them for
successful completing of tasks, the reward practices have positive impact on their job
performance and they have clear and easily understandable performance standards. This
implies that almost all employees do have a good attitude towards the positive effect the
reward practices have on their job performance. Except for the third item, the majority
of the respondents i.e. n=32(35.2) showed their disagreement, on MOENCO’s Working
environment is good for young employees in enabling them to utilize their skills,
knowledge and potentials. This implies that the company shall think about future
training programs and needs to create conducive environment to enhance young

employee’s performance.

4.2  Summary of Descriptive Statistics for Reward and Employee

Performance
N Minimum [Maximum | Mean Std.
Deviation

Salary/payment 91 2 5 3.39 733
Bonus 91 1 5 3.46 1.077
Promotion 91 1 5 3.15 173
Meaningful work 91 2 5 3.65 776
Achievement 91 1 5 3.38 .840
Responsibility 91 1 5 411 .795
Employee Performance 91 2 5 3.65 .604
Valid N (listwise) 91

Table 4. 10 Descriptive Statistics
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Table nine shows the mean and standard deviation of reward variables such as;
Salary/Payment, Bonus, Promotion, Meaningful Work, Achievement and Responsibility
rated by respondents. The result indicates that the level of Employee Performance in
MOENCO are 3.65 mean with 0.604 SD. Based on the fact that a mean of 3.65 shows
most of the respondents agreed with the fairness of reward management system of the

company.

Intrinsic reward questions on this research has a mean value ranging from 3.38 to 4.11
shows that most of the respondents are agreed with fairness of the current rewards
management system of the company. However, there are few respondents who are not

agreed with fairness of reward management system of the company.

Extrinsic reward questions on this research have a mean value ranging from 3.15 to 3.39.
The lowest mean result was perceived by promotion (M=3.15, SD.777). This result
impliesthat promotion is not be properly managed or there is an average opportunity for
promotion in MOENCO. The highest mean scoring variable of Extrinsic reward is
Bonus (M=3.46, 1.077) which implies that among the three extrinsic reward Bonus is a
major contributing factor to improve employee performance. The whole results seems
to be mostly positive, with the majority of the respondents agreeing or strongly agreeing.
There were also a significant amount of respondents who were choosing undecided. The

magnitude of disagreeing and strongly disagreeing were quite low.

4.3  Correlation Analysis between Reward and Employee
Performance
Correlation analysis is useful way of exploiting relation (association) among variables. The
value of the coefficient (r) ranges from -1 up to +1. The value of coefficient of correlation
(r) indicates both the strength and direction of the relationship. If r = -1 there is perfectly
negative correlation between the variable. If r = 0 there is no relationship between the
variable and if r = +1 there is perfectly positive relationship between the variables. For

values of r between + and 0 or between 0 and -1, different scholars have proposed different
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interpretation with slight difference. For this study diction rule given by Bartz (1999) was

used Bartz (1999) described the strength of association among the variables as follows.

Table 4.11 Interpretation of ‘r’ Value

Value of r. Description
0.80 or higher Very high
0.61t00.8 Strong
0.4100.6 Moderate
0.2t00.4 Low
0.2 or Lower Very low

Source Bartz(1999)
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Correlations

Table 4.12 Correlation Regression

Employee Salary/P | Bonus | Promotion | Meaningful | Achievem | Responsibilit | Extrinsic | Intrinsic
performance | ayment Work ent y Reward Reward
Pearson Correlation 1
Employee Sig. (2-tailed)
performance
N 91
Pearson Correlation 402" 1
salary /Payment Sig. (2-tailed) .000
N 91 91
Pearson Correlation 309" 3747 1
Bonus Sig. (2-tailed) .003 .000
N 91 91 91
Pearson Correlation 246 123 3427 1
Promotion Sig. (2-tailed) .019 .245 .001
N 91 91 91 91
Pearson Correlation 3547 | 556" .081 .100 1
Meaningful work Sig. (2-tailed) .001 .000 .445 .344
N 91 91 91 91 91
Pearson Correlation 3977  .899” .203 105 593" 1
Achievement Sig. (2-tailed) .000 .000 .053 .324 .000
N 91 91 91 91 91 91
Pearson Correlation 346" 3357 142 .090 4957 485" 1
Responsibility Sig. (2-tailed) .001 .001 179 .398 .000 .000
N 91 91 91 91 91 91 91
Pearson Correlation 385 | .690° 769" 4927 4207 576" 269 1
Extrinsic Reward Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .010
N 91 91 91 91 91 91 91 91
Pearson Correlation 4377 6227 .084 .052 905" 7147 677" 423" 1
Intrinsic Reward Sig. (2-tailed) .000 .000 431 625 .000 .000 .000 .000
N 91 91 91 91 91 91 91 91 91

**_Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).
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Extrinsic Reward and Employee Performance

The result on the above table shows that Extrinsic Reward (r=0.385**, p<0.01) . We can
conclude that there is positive and low correlation between Extrinsic Reward and Employee
Performance. Therefore, Extrinsic Reward is significantly related with employee performance. It
means that if there is an increase in Extrinsic Reward then employee performance will also

increase.

Intrinsic Reward and Employee performance

The result on the above table shows that Bonus(r=0.437, p<0.01). We can conclude that there is
positive and moderate correlation among variables. Therefore, Intrinsic Reward is significantly
related with employee performance. It means that if there is an increase in Intrinsic Reward

then employee performance will also increase.

Based on the casual relationship given in this study, the following hypotheses are developed for
testing.
H1 Extrinsic Reward is positively related to Employee Performance

Table 4.12 shows that the correlation between Extrinsic rewards and Employee Performance are
positively and significantly related (r=.385**, P<0.01). This implies that when there is an
increase in extrinsic reward, there is also a corresponding increase on employee performance.

Therefore, the hypothesis is accepted by testing correlation regression analysis.

H2 Intrinsic Reward is positively related to Employee Performance

Table 4.12 shows that the correlation between Intrinsic rewards and Employee Performance are
positively and significantly related (r=..437**, P<0.01). This implies that when there is an
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increase in Intrinsic Reward, there is also a corresponding increase on employee performance.

Therefore, the hypothesis is accepted by testing correlation regression analysis.

4.3.1 Effect of Reward on Employee Performance

Regression is a technique that can be used to investigate the effect of one or more predictor
variables on an outcome variable. That is, it allows us to make statements about how well one or
more independent variables will predict the value of a dependent variable. The variables under
extrinsic and intrinsic types of rewards were entered into regression analysis to determine their
relative importance in contributing to the overall performance level of workers. Regression
Analysis is used to ascertain the extent of reward practices (Intrinsic and Extrinsic) explains the

dependent variable (employee performance).

Table 4.13 Multiple Regression Table

Model Summary

Mo R R Square Adjusted R Std. Error of the
del Square Estimate
1 489% .240 222 .53278

a. Predictors: (Constant), Intrinsic, Extrinsic

As illustrated in the above table the value of R square is .222 which indicated 22.2% of changes
in employee performance can be accounted for reward (Intrinsic, Extrinsic) but the remaining of
change in employees’ performance may be account for variables other than the variable includes

in this study.

Table 4.14 Coefficients®

Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
(Constant) 1.957 .330 5.922 .000
1 Extrinsic 217 .092 .243 2.371 .020
Intrinsic .258 .079 .334 3.255 .002

a. Dependent Variable: Employee performance
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The Beta value is a measure of how strongly each predictor variable influences the criterion
(dependent) variable. The beta is measured in units of standard deviation. A beta value of .334
indicates that a change of one standard deviation in the Intrinsic Reward will result in a change of
.334 standard deviation employee performance. Regarding to Extrinsic reward a beta value of
.243 indicates that a change of one standard deviation in the Extrinsic Reward will result in a
change of .243 standard deviation of employee performance. Thus, the higher the beta value the
greater the impact of the Extrinsic Reward variable on the criterion variable. The result obtained
from the regression analysis showed that Intrinsic Reward is more significant and statistically
meaningful when compared with Extrinsic Reward in terms of enhancing employee performance.
This can be understood as a certain improvement on the Intrinsic Reward and Extrinsic Reward

will increase employee’s performance which is significant.

H3: Extrinsic Reward has a Significant Impact to Employees Performance

Model Summary

Model R R Square Adjusted R Square Std. Error of the
Estimate
1 .385% .148 .138 .56076

a. Predictors: (Constant), Extrinsic

Regarding the third Hypothesis, the p-value is less than 0.05 and the value of R2is .148 which

shows that 14.8 % variance in employee performance is due to Extrinsic Reward. The t-value as
shown in the table 4.14 (2.371) should be greater than +2 thus making it a useful predictor and
thus concludes that Extrinsic Reward in the company have significant impact on employee’s

performance. Therefore, this hypothesis is accepted.
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H4: Intrinsic Reward has a significant impact to Employees Performance

Model Summary

Model R

R
Square

Adjusted R Square

Std. Error of the
Estimate

1

437%

191

.182

.54644

a. Predictors: (Constant), Intrinsic

Regarding the Fourth Hypothesis, the p-value is less than 0.05 and the value of Rz2is .191 which

shows that 19.1 % variance in employee performance is due to Intrinsic Reward. The t-value as

shown in the table 4.14 (3.255) should be greater than +2 thus making it a useful predictor and

thus concludes that Extrinsic Reward in the company have significant impact on employee’s

performance. Therefore, this hypothesis is accepted.
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5.

Chapter 5
Findings, conclusion and Recommendation

Introduction

This chapter includes summary of findings, conclusions and recommendations in respect of the

objectives of the study. As indicated in chapter one, the aims and objectives of the study included

to:

5.1

To identify the current reward management system of the company

To evaluate the level of employee performance of MOENCO

To evaluate the relationship between reward system (Intrinsic and Extrinsic) and
employee performance

To identify the most influential factors of Rewards that affect employee’s performance.

Summary of Findings

The study adopted a quantitative research design. The population of interest consists of 140

Service Division employees of MOENCO. A sample size of 99 was selected using stratified

sampling method. Data collection was done using structured questionnaires. The data was

analyzed using the Statistical Package for Social Sciences (SPSS version 20) into frequency

distribution, percentages and Pearson correlations. The data was presented using tables and charts.

Employee’s perception on reward practices (Extrinsic and Intrinsic) was assessed in this study.

-

Based on Extrinsic results about 58.2%of the respondents shows that they are satisfied
with the current reward package of the company. But some results revealed that the
salary package is not considered their work intensity. In addition42.9% respondents
revealed that bonus is managed properly in the company and the bonus that the company
provide is sufficient to them. It was also found that employees have positive perception
on promotion contribution to their performance. On the other hand, respondents pointed
out there is a weak promotion opportunity in the company.

In terms of intrinsic rewards about 51.6% respondents believed that achievement is one of

the most powerful motivator to increase employee performance. Besides, about
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47.3%respondents showed that they have a positive attitude on responsibility that it helps
them to prompt their greater thought in their work. On the other hand, some respondents
showed that their job activity is meaningful to them and the job they do has significant
importance to the MOENCO,

Extrinsic and Intrinsic

= There is statistically direct significant and positive relationship between Extrinsic reward and
employee performance (r = .385, p <0.01). Hence if rewards being offered to employees were
to be altered, then there would be a corresponding change in employee performance. The
results also indicates that there is a statistically positive significant and direct existing
relationship between Intrinsic Reward and employees performance (r= .437, p < 0.01). The
relationship of extrinsic reward is less as compared to the intrinsic rewards. However, if the
change in Extrinsic and Intrinsic rewards accorded to employees is experienced, then there

would be a corresponding change in employee’s Performance.

= Generally, the Regression Analysis for this study confirmed that Extrinsic and Intrinsic
rewards have influential factor on employee performance at MOENCO. The result of the
study indicate adjusted r-squared was .243. This means that independents variables are
investigated in the study (Extrinsic Reward and Intrinsic Rewards) could account for or
explain 24.3% of dependent variable employee performance. The remaining can be

explained by other variables which are not under study.

52  Conclusion
MOENCO uses performance management process to reward employees fairly and objectively.

The company’s all round effort in employee performance through and rewarding human capital
has helped to place MOENCO where it is today. Based on the findings the following main

conclusions are drawn.
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The analysis has shown significantly positive relationship between all dimensions of reward
variables and employee performance and it is also supported by the results of regression analysis.
The results of this study are quite according to the hypothesis. Furthermore, the result of this
study suggests that both Extrinsic and Intrinsic rewards are important factors that MOENCO
needs to focus to improve employee performance. Neglecting these factors causes to build
demotivated employees which are subjected to lower performance or even worse to leave
MOENCO

53 Recommendation

The main reason behind the existence of organizations is to attain the objective behind their
establishment through their employees. However, this can be attained when organizations able to
improve their performance and make them to focus towards the goals of their respective
organizations. On the other hand, employees have their own demands that are supposed to be
fulfilled by their employers. This is the logic behind the establishment of reward programs in
many organizations. The major concern of this section is to give recommendation for MOENCO

and it is made based on the findings of the whole research work.

If rewards offered are not competitive, it will be difficult to recruit staff since potential employees
can obtain better rewards from competitors. Existing staff may also be tempted to leave the
organization if they are aware that their reward system is uncompetitive. High staff turnover can
lead to higher costs of recruitment and training of new staff. Losing existing employees may also
mean that some of the organizations accumulated knowledge is lost forever. To this end the

following points are recommended.

= Performance needs to be able accurately measured to determine if the investment in
creating and maintaining complex reward systems is economically viable. This needs to be
considered in terms of cost associated with motivating employees and return on

investment from that in terms of staff movement to other companies.
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= MOENCO should specifically work to improve reward strategies by considering welfare
of employees, goals and values, allowing employees to learn with an acceptable degree of
learning errors and allow, flexibility in the recognition process and involving employees in
the process.

= Employee capacity survey which has been made in MOENCO should be continuous since
it helps the company for future action based on the results. Besides, career management
plan to exploit the potential of employees and provide opportunities to develop their

abilities and careers is also another important factor to sustain the human capital.

= Participation of employees while setting performance goals at organization level has to be
improved the organization production and profit. In addition, this helps MOENCOSs’ to

take into account views and ideas from employees.

= The relationship between learning and reward in employee performance is one area where
little information exists, both in general and within the company chosen for this study. |
would recommend that more research is needed to determine what aspects of reward

systems are most important for specific desired outcomes.
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Dear respective respondents

I am a post graduate student in MA in Human Resource Management and | am conducting a
survey on the title “The role of established reward system to improve employee performance in
MOENCO” and the objective of this questionnaire is to collect data from MOENCO employees
which help to evaluate the Assessment of Reward Practice in MOENCO. The information

collected shall be used for research purpose only.

There are three sections: Demographic Information and Reward System Opinion Survey for

employee service division and Management.

I assure you that your responses will not disclosed in any way and utmost confidentiality will be
maintained. Hence, | request your sincere corporation for the successful undertaking of the study
and your valuable response is highly appreciated. Thank you!
Notice

v No need to write your name.

v Please put a “N”” mark in the boxes for your answers

Part I: -Demographic Information

1. Age Category

[] 20-26 [] 36-40 [] 46and Above
[] 26-30 ] 41-45
[]31-35
2. Gender
[] Male [ ] Female
3. Educational Attainment
[ ] High school Certificate [ ] Master’s Degree
[ ] Technical School Diploma [ ] Other (Please Specify).........
[ ] Bachelor’s Degree
4. Job level
[ ] Junior Technician [ ] Technician
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[ ] Junior Technician [ ] Managerial
[ ] Professionals
[ ] Other

5. Your experience in MOENCO
[ ] 1-5Years [ ] 21-30 Years
[] 6-10 Years [ ] >=31 Years

[ ] 11-20 Years
6. In which salary range does your salary level
[ ] Under 2000
(] 2001 - 6000
[ ] 6001-10,000
[ ] 10,001 - 14,000
[ ] Above 14,001
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Part I1: - General questions about reward System

In the following tables you find some dimensions of reward management practices. Please give
your responses for your causes by putting a tick mark (v') in the corresponding spaces under each
number in front of each situation based on your agreement level. The numbers are decoded in the

following

manner.

1=strongly disagree
3= neither agree nor disagree

2= disagree
4= agree

5= strongly agree

General Reward Questions

Strongly
disagree

(1)

Disagree

)

Neither
agree nor
disagree

3)

Agree

(4)

Strongly
agree

(5)

Sal

ary/Wage

My salary is satisfactory in relation to
my work intensity

My salary is directly related to my
performance

3 My salary is fair in relation to my
responsibilities

My salary is fair when compared with
that of similar jobs in other companies

Salary increment is managed fairly in
the company

Every time | get salary increment | will
improve my performance

Bonus

The Company pays Bonus every year
based on the HR Manual

If there is bonus | believe that Bonus
paid by the company is the result of my
effort

Bonus is only paid if the required
performance is achieved
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Strongly | Disagree | Neither | Agree | Strongly
disagree agree nor agree

(1) ) disagree |  (4) )
3)

10 Bonus motivated me to improve my

performance
11 Bonus must be paid for those who

perform higher
12 The Bonus that the company pay

is sufficient to me

Promotion

13 | believe that promotion is a reward

factor to improve my performance
14 The opportunityfor promotion exists in

MOENCO
15 Myjob allows me for rapid promotion
16 Staffs has promoted in a fair and

transparent manner in MOENCO

Meaningful work
17 |l have a job in which I can learn and
develop my abilities.
18 || Feel lam part of
something meaningful in my position

19 The job that I do has a significant

importance in the company
20 There is no relationship between

meaningful work and employee

performance
21 | believed that the way my job

designed will encourage me for better
performance
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22 The physical working condition of my

work place does not have a relationship

with my performance

Strongly | Disagree | Neither | Agree | Strongly
disagree agree nor agree
@ 2 disagree |  (4) (5)
3)
Achievement
23 Achievement is one of the most
powerful motivator of employee
24 The Company supported me in a way to
my achievements

25 The company fills proud about my

achievements
26 I don’t believe that | am rewarded by

my achievements in MOENCO
27 Pay decisions are linked to performance

achievements

Responsibility

28 I have a certain responsibility in my job
29 I am motivated when my boss gives

me responsibility to do my work alone
30 I am completely independent of others
31 I believe that responsibility prompts my

greater thought in my work
32 Full responsibility in my work

encourages me to perform better
33 | feel accountable whenever the

company gives full responsibility in my
job
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34 I am afraid giving full responsibility
from my boss can affect my work
Employee Perceived Performance
Strongly | Disagree | Neither | Agree Strongly
disagree agree nor agree
(1) (2) disagree (4) (5)
(3)
1 | am rewarded based on my performance
2 The existing benefit package in the
Company (Bones, salary etc...) are helping
employees for higher levels of
3 MOENC’s working environment is
good for young employees in enabling
them to utilize their skills, knowledge
and strong potential
4 The organization has a good culture of
recognizing employees for successful
completion of tasks
5 Performance standards in my organization
are clear and easily understandable
6 The Companies reward practices are
strongly consider the level of my
performance
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