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ABSTRACT 

 

The research study focused on assessing the effectiveness of incentives towards employees’ 

performance in Abaqulusi Local Municipality, KwaZulu Natal Province of South Africa. This 

aim was fulfilled and supported with the research objectives, to determine the relationship 

between biographical factors of education qualifications, to ascertain relationship between 

non-financial incentives and performance level and to ascertain the relationship between 

financial incentives and performance level. 

 
The purpose of incentive schemes is to influence employees to achieve higher performance 

in the workplace. To confirm this purpose in ALM, this study assess the extent to which 

incentive encourage employees to higher performance.  

 

The incentive factor and the quality of working life needs to get the attention of the 

management to be able for improve the employees performance. It is essential that employees 

in municipalities enjoy some kind of incentive system to motivate and raise their level of 

performance, like other public sector employees, municipal workers in South Africa have 

different needs to satisfy; these needs include the need for recognition, respect and superior 

approval, flexible working hours, work autonomy, as well as the ability to self-development. 

Considering these needs, it is important to state that non-financial incentives are likely to 

motivate employees in public organisations, including ALM employees. 

 

The research design used in this study was the quantitative approach, a high response rate 

of 100% was obtained using the personal method of data collection, and questionnaire was 

structured in a seven point Likert scale format. The Statistical Package for Social Science 

(SPSS) version 24.0 for Windows was used for statistical analysis of the main responses. A 

stratified random sampling technique was applied in selecting the 150 permanent employees 

from the various departments into several and mutual strata in ALM. 
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CHAPTER ONE 

 
ORIENTATION OF THE STUDY 

 

1.1  INTRODUCTION 

 

The effectiveness of incentives, either financial or non-financial, on employees’ performance 

has been well researched (Promberger, Dolan and Marteaua 2012; Abdullah and Wan, 2013; 

Harunavamwe and Kanengoni, 2013; Kosolapov, 2012). Incentives remain a major concern 

for the management of organisations given their sole responsibility of ensuring growth of 

performance. The insufficient management of available incentives in organisations by 

management can lead to enormous negative consequences. These may not only be 

management results, but also due to poor performance. This implies that in the end the 

dissatisfaction of employees creates a sudden drop in an organisation’s performance. 

Incentives are key tools that managers utilise within the organisation to shift employees’ 

attitudes towards high performance level (Hicks and Adams, 2003). On the other hand, 

performance entails how efficient employee tasks are completed through individual efforts. 

Based on these explanations, most establishments have turned to using relevant and 

corrective incentive measures to motivate and encourage high production through personal 

effort (Yap, Bove and Beverland 2009)  

 

According to Manjunath and Rajesh (2012), it is not easy to apply incentives in global terms; 

however, incentive packages can be applicable where management creates incentives 

schemes in the right conditions. In the light of this, in organisations where incentive 

programmes are well balanced, employees are motivated; thus, the general level of 

performance is improved (Petrescu and Simon, 2008). To establish a better incentive system, 

many comprehensive tasks are required from management. These tasks include stress level 

reduction, long-term employee retention, and improvement in the quality of life for employees. 

Management needs to consider that to be successful they should put in place a well-

formulated incentive system (Lowenberg Jr., 2007). Management and organisations also need 

to understand the primary factors that stimulate productivity and better employee performance 

(Gunawan and Febrianto, 2014). 

 

Although various studies have shown that through incentives, there are possible linkages 

between performance and employee competency, organisations are able to offer different 

incentive schemes to employees (Pay Review, 2013; Nawab and Bhatti, 2011). Higher levels 

of organisational performance largely depend on individual productivity or groups within the 
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establishment. To maintain better performance, management needs to pay attention to better 

employee retention programmes, improve incentives packages, and attract productive staff 

(Martocchio, 2006). Human attitudes influenced by various incentives. Hence, for 

management in organisations to either reward or give recognition to employee performance, 

better incentive systems can serve as the best motivational tools. Thus, it is up to 

organisations to rely on other forms of incentives, according to specific business settings 

(Lawler, 1996). Moreover, it is found that incentive packages work better in some countries 

than others (Chiang and Birtch, 2005). This research aims to assess the effectiveness of 

incentives towards employee performance in the Abaqulusi Local Municipality.  

 

1.2 THE STUDY AREA 
 

The Abaqulusi Local Municipality (ALM) is located in the KwaZulu-Natal (KZN) Province of 

South Africa. It is one of the five largest municipalities and forms part of the Zululand district 

in the KZN Province. ALM generates revenue from eco-tourism activities to enhance its Local 

Economic Development (LED) plans. ALM constitutes roughly 30% of the Zululand district 

Municipality (Census, 2011). Eco-tourism activities in the Municipality include the Ithala Game 

Reserve, the Ngome Forest, as well as the Thendeka Wilderness, which over the years 

continue to attract visitors and generate income for the local authorities. During the late 

nineties, ALM depended on coalmines from Coronation, Mnyathi and Hlobane (Zululand and 

Coordination LED Framework, 2003).  

 

ALM has a total population of 211060, which consists of both rural and urban communities 

over 485 km2. Similar to other municipalities in South Africa, ALM is experiencing acute service 

delivery constraints due to increasingly high infrastructure deficiencies.  

 

The general population of ALM consists people of diverse ethnic backgrounds, which include 

the minority white population, followed by Africans, Coloureds, and the few Asian 

communities. One of the commercial hubs of ALM is located in Vryheid. The Vryheid area has 

developed socio-institutional facilities, more than other areas, namely the eDumbe, eNgoje 

and Utrecht areas. In addition, in economic terms ALM is endowed with wholesale and retail 

activities, which contribute 18 to 20 percent to the LED, manufacturing activities, 14 to 16 

percent, and financial activities, 14 percent. Furthermore, the forestry and agricultural sector 

contributes 12 percent to the LED. More than 80% of the existing manufacturing industries 

across the region are located in the Vryheid area. However, their level of output is insufficient 

to sustain the entire municipality (Zululand and Regional Development Plan, 1998). In addition 

to the manufacturing activities, the ALM district produces self-sufficient agricultural output. 
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Some 80 percent of the agricultural land is owned and manage by the minority white 

communities. The Gross Geographic Product of the municipality largely depends on the 

agricultural sector. Approximately 15 percent of the agricultural land is able to provide higher 

returns due to timber production, and livestock and maize farming. Other agricultural outputs 

of high economic significance include groundnut, soya bean and sunflower farming. 

 

The figure below illustrates the research setting of the present study. The empirical research 

took place in the KZN Province of South Africa, and the Abaqulusi Local Municipality (ALM) 

(encircled below) was the specific location of this research. All the respondents were 

permanent employees in various departments of ALM.    

 

Figure 1.1: Geographic depiction of Abaqulusi Local Municipality 

 

Source: municipalities.co.za 
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1.3  BACKGROUND OF THE RESEARCH 

 

According to Locke and Latham (2004), there are different theories of motivation that inform 

the extent to which incentives drive production. Hence, it is pivotal to understand and update 

our knowledge on what stimulates employees in organisations. It is not certain whether 

incentives, financial or non-financial, are the necessary motivators in public sector 

organisations (including ALM). Given the context of South African municipalities, financial 

incentives in general, for instance salaries and fixed wages are of huge concern to employees. 

Aside from creating stability, financial incentives allow employees to enjoy lasting job security. 

In the public organisations, there are no incentives that directly influence payment in public 

sector organisation, as compare to private organisations. 

 

Like other public sector employees, municipal workers in South Africa have different needs to 

satisfy; these needs include the need for recognition, respect and the approval of superiors 

and peers, flexible hours of work, work autonomy, as well as the ability to self-development. 

Considering these needs, it is vital to state that non-financial incentives are likely to motivate 

employees in public organisations, including ALM employees. Public employees, especially in 

municipalities, underestimate the value of non-financial incentives. However, it is essential 

that employees in municipalities enjoy some kind of incentive system to motivate and raise 

their level of performance. However, employers, are expected to encourage good 

performance standards among employees. The application of non-financial incentives enables 

employers to recognise employees’ contributions and improves the working climate. In 

attempts by employers to develop specific incentive systems in municipal establishments, the 

options of non-financial and financial incentives should be taken into account to enhance 

employees’ performance. 

 

1.4  THE PROBLEM STATEMENT 

 

The problem statement expresses different forms of a dilemma that require an evaluation, as 

well as a rationale for a fresh inquiry (Polit and Beck, 2012). From the perspective of human 

resource management, various incentives (non-financial and financial incentives) are used as 

essentials tool to improve employees’ performance. This is in line with the psychological 

literature on the motivation of employees in organisations. For instance, the World at Work 

(2007) study found that 70 percent of professionals experienced rewards as the key to their 

success and the sustainability of organisations. Supporting this claim, researchers argue that 

incentives motivate employees’ performance (Manjunath and Rajesh, 2012). The payment of 
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incentives, according to Petrescu and Simon (2008), affects the performance of individual 

employees and increases the productivity of organisations (Cadsby, Song and Tapon, 2007). 

 

based on the aforementioned which links incentives to improved employee performance and 

organisational success, and keeping in mind the high incidence of service delivery protests in 

South Africa (Municipal IQ, 2012), this study is designed to understand the effect of incentives 

on employees’ performance in the Abaqulusi Local Municipality, in order to attempt  to develop 

more effective strategies on incentives.  

 

1.5    RESEARCH FRAMEWORK 

 

This research follows key approaches, initially the research conducted extensive but related 

literature review on incentives and performance. The literature reviews were possible through 

national and international literature. The aim was to identify the theoretical models as applied 

in several and related studies. In addition, the researcher aimed to uncover all the underlying 

factors that are proven the vital stimulants of organisational performance. The extensive 

volumes of theories applied in other studies emerged with several indicators including 

incentives that seem to influence employees’ performance and increase growth in the 

organisation. 

 

Instead of analysing every factor with the support of theories, the researcher adapted critical 

theories such as vroom’s expectancy model and Abraham Maslow hierarchy of needs for 

successful implementation, the researcher established key lists of variables from the literature 

as well as through the consultations of individuals and other expects in the field of 

management. The views expressed by these experts were collected to determine which of the 

incentives and other indicators were important in stimulating employees’ performance and 

creating growth.  

 

The primary objectives of this framework is to reduce large amount of variables to a more 

convenient lists of variables and also establish whether other variables were not already listed. 

Drawn from individual responses, numerous variables were deleted as the review progressed. 

In this research some changes were initiated to specific variables in search of the research 

objectives. These variables include non-financial incentives (Aktar, Sachu and Ali, 2012., Von 

Bonsdorff, 2011, Gunawan and Febrianto, 2014). Financial incentives (De Waal and Jansen, 

2011, Perkins and White, 2008, Agwu, 2013). 
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Below is figure 1.2 that depicts the research variables with graphic explanations of the entire 

research process. Further explanations of the variables are discussed in chapter 2 of the 

literature study.  

 

Figure 1.2: The research framework 

  

 

 

 

                                                   

                                                                                                                                                                                                                                                                                                                                                           

                                                                        H1N                                                                             H2N                                                                                                                 

                                                    

                                                                 

                                                                             H3N 

 

 

 

 

 

       Source: Researcher’s own creation 

 

1.6 RESEARCH AIM AND OBJECTIVES 

 

Based on the problem statement above, this research is driven by the following aims and 

objectives. 

 

1.6.1 Research aim 

 

This research is aimed at assessing the effectiveness of incentives towards employees’ 

performance in ALM. This aim was to fulfil and supported with the research objectives as 

highlighted below. 

 

 

Employees 

Performance 

INCENTIVES 

Biographical 

Variables 

Human capital: 

Academic 

qualifications. 

Non-Financial 

Incentives 

Financial Incentives 
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1.6.2 Research objectives 

 

The objectives that guide this research are derived as prescribed by the research framework 

in figure 1.1 the objectives include assessing the effectiveness of incentives (financial and 

non-financial) towards employees performance in ALM. Besides, the research continued to 

assess the impact of some of the variables that lead to the objectives stated below: 

 To determine the relationship between biographical factors of education qualifications. 

 To ascertain relationship between non-financial incentives and performance level. 

 To ascertain the relationship between financial incentives and performance level. 

 

1.7 THE RESEARCH HYPOTHESES 

Given the research framework and the objectives above, the researcher formulated the 

following hypotheses:   

 

H1N: There is no significance relationship between academic qualifications and the 

performance level. 

H2N: There is no significant relationship between financial incentives and performance level. 

H3N: There is no significant relationship between non-financial incentives performance level. 

 

1.7.1 The significance of this research 

 

This research is designed to assess the effectiveness of incentives towards employees’ 

performance in ALM. Employees’ incentives are of utmost concerns to employers in 

organisation (Harunavamwe and Kanengoni, 2013, Abdullah and Wan, 2013). According to 

Hicks and Adam (2003), employers apply incentives to shift the mind-set and employees 

attitudes to raise performance levels in the organisation. Incentives stimulate employees to 

increase their output volumes of the organisation. Through their effort, productivity and the 

organisation are able to realise set objectives. From the researchers’ point of views; the 

outcomes of this research will make maximum contributions to the understanding the 

employees perceptions by employers towards the enhancement of productivity in the 

organisation. Precisely, this research will emerge adequate information regarding employees’ 

feelings about incentives that the employers can use as a guide in decision making. 

 

Furthermore, these researches add to the development of existing literature on providing 

employees with incentives packages that will enhance productivity. The subject of incentives 
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and employee performance is very significant to both employers and various stakeholders of 

the organisations. Finally, the empirical outcomes of this research could be used in the future. 

 

1.7.2  Delimitations of the study 

 

The sample from which the data for this research was collected consisted of employees from 

ALM in the KZN Province of South Africa. Thus, the research cannot be easily generalised 

due to the fact that only municipal employees of a specific study area were sampled and 

targeted to provide data. Moreover, the research findings cannot be correctly inferred to 

include other employees working in a similar municipal environment. Given this situation, it 

can be stated that the external validity of this research is likely to be compromised.  

 

Taking into account the views of the participants, the factors that influence employee 

performance might not be viewed as the only important variable. Other variables, such as 

pensions, travel allowances, flexible working hours and child care did not form part of the 

formulated hypotheses. Thus, the internal validity of this research will be affected negatively. 

In the light of these factors, the empirical findings of this research are rather tenuous.  

 

1.8 RESEARCH METHODOLOGY 

 

1.8.1 Target population 

 

According to Burt, Barber and Rigby (2009), a target population consists of all individuals who 

are relevant to the study. Sekaram and Bougie (2009) on the other hand, state that it is part 

of the research elements, as well as its geographical boundaries. The target population of 

ALM comprises of permanent, non-permanent and contract employees across different five 

departments, namely corporate services, community services, technical services, planning 

and development, and the finance department, excluding the office of the municipal manager 

(MM). This empirical study used all permanent staff members across the different 

departments.    

 

1.8.2 Sampling procedure 

 

In social science, sampling is the rule of thumb. Sampling represents the subset of the overall 

population (De Vos et al. 2007). In order to gather an empirical data set, 150 permanent 

employees from various departments of ALM were selected utilising the stratified random 
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technique. This technique allowed the researcher to make a representative selection of the 

permanent employees (Wilson, 2010). 

 

1.8.3 Data collection process 

 

Two methods of data collection, primary and secondary, were used in this research. Initially, 

secondary data was collected through scientific literature, which consisted of internet sources 

and scientific journals. Primary data, on the other hand, was gathered by means of a structured 

questionnaire (Annexure A). The researcher hand delivered the questionnaires, designed in a 

Likert Scale format, to employees over a period of two weeks. The questionnaires were based 

on relevant items, in line with set objectives. 

 

1.9 ETHICAL ISSUES 

 

Written permission to conduct the research was obtained from the Municipal Manager of ALM 

(Annexure B). All the participants received an informed consent document (Annexure D) 

before they participated in the research. The letter informed the participants that their 

participation in the study was voluntary and that they had the right to withdraw from the study 

at any time. In addition, the consent document was used to inform the participants that their 

involvement in the study was entirely confidential and that their responses would be kept 

anonymous.  

 

Moreover, the respondents were treated with respect throughout the research process. No 

risk towards the respondents was identified at any stage of the research. 

 

1.10   DEFINING RELATED TERMS 

 

For the purposes of this study, the following main terms are defined: 

 

 Incentive: Incentive refers to something that intends to ignite one and/or calls for a 

greater output (Atambo et al. 2013). 

 Financial Incentive: According to Buchan, Thompson and O’May (2000), these 

incentives incorporate the granting of financial/monetary rewards, such as commission, 

bonuses, and increase in pay, retirement benefits or other related advantages. 
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 Non-financial Incentive: These incentives do not consist of any payment or 

remuneration and in most cases entails mental and emotional achievement (Buchan et 

al. 2000). 

 Employee Performance: This refers to the standard at which someone does 

something, such as act, process or manner of performing or functioning (Macmillan 

English Dictionary for Advanced Learners, 2007:1109). 

  

1.11  RESEARCH STRUCTURE  

 

The chapters that follow are sequenced in a manner that seeks to provide the reader with a 

logical understanding of the overview of the study. Figure 1.3 on the next page illustrates the 

study in summary   

 

Figure 1.3:     Illustration of the study structure 

 

Source: Researcher’s own creation 
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Chapter 1: Orientation of the research 

  

Chapter 1 provided the research orientating, including the research questions, objectives and 

hypothesis. The chapter also gave a brief account of the research problem statement, the 

methodology and the data analysis. 

 

Chapter 2: Literature review 

 

This chapter provides a discussion on the relevant literature, the various theories and the 

related definitions that underlie the study. 

 

Chapter 3: Research design and methodology 

 

Grove, Burns and Gray (2013) define research design as the blueprint of a study. Other 

researchers are of the view that research design involves planning the procedure of problem 

conceptualisation, data collection and analysis interpretation, and the writing the final research 

report (Creswell, 2013). The design was applied to assess the impact of incentives on 

employees’ performances in ALM. In gathering data for this study, a seven-point Likert scale 

was applied. The instrument included various items, including a biographical questionnaire 

(Annexure A) 

 

Chapter 4: Findings and Analysis 

 

The primary data for this research ware collected through structured questionnaires. 

According to Bryman and Cramer (2009), the responses to quantitative questionnaire allowed 

reliable data to be collected. In analysing the captured data, the researcher used the latest 

edition of the statistical package for social sciences (SPSS) version 24.0. This is a set of 

reliable statistical tests. Descriptive inferential statistics were utilised to make meaning of the 

data. 

 

Chapter 5: Conclusions and Recommendations  

 

Chapter 5 discuss the research outcomes. The final conclusions are drawn based on the 

research findings from the precious chapter. Also, the chapter provides information on the 

practical implications of the research findings. Lastly, future empirical studies were proposed. 
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1.12 CHAPTER SUMMARY 

 

This chapter outlined the orientation of the research. Besides, it provided a brief account of 

the research questions, objectives and the hypotheses. The chapter also provided the problem 

statement, methodology, data collection methods, and the processes used in analysing the 

data. 
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CHAPTER TWO 
 

LITERATURE REVIEW 
 

2.1 INTRODUCTION 

 

The previous chapter provided a brief background of the study and also outlined the overall 

importance, as well as the objectives of the study. This chapter provides the theoretical 

framework that guides the study in order to understand the effectiveness of incentives on 

employees’ performance. It will provide in-depth definitions of various incentives and related 

concepts regarding employees’ performance within an organisation. Furthermore, the chapter 

will offer some of the reasons why organisations provide incentives, the effect of incentives in 

an organisation, and long and short-term incentives, as well as the conceptual framework of 

the study.   

 

2.2 THEORETICAL FRAMEWORK 

 

There are various forms of incentives that encourage employees’ performance. Key among 

these incentives are the financial and non-financial incentives. These incentives play crucial 

roles in simulating individuals’ competency levels, abilities and personal capacities and 

developments that makes it possible to create sound balance between the needs of 

employees and the organisation; as a result, there is growing potentials of the organisation to 

increase its level of performance. 

 

Employees of organisations are motivated by different factors including:  

 Financial incentives; for instance payments and salary packages, special allowances, 

promotions and fringe benefits   

 Non-financial; for instance trust, respect, quality of supervision, appreciation, 

organisational loyalty, needs identification as well as fulfilment, growth opportunities, 

praises and leadership. 

 Others are training, effective systems of communication, provision of actual 

information and favourable working conditions. 

   

2.3 VROOM’S EXPECTANCY THEORY 

  

According to Scholl (2009), the Vroom’s expectancy theory emanates from cognitive stance. 

This theory as explained by Robbins, Odendaal and Roodt (2006), is made up of various 
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elements. These elements include valence, instrumentality and expectancy. The terms, 

expectancy explains the extent that employees believe his or her effort can produce expected 

level of performance; valence on the other hand, describes the level at which individual 

employee values a given various reward packages to be aligned to specific performance 

(Lunenburg, 2011). According to the researcher, instrumentality focus on the notion that the 

level of performance by individuals impact on the results of organisation. 

 

There are other motivational theories that are based on cognitive approaches. Given the 

Vrooms expectancy theory (1964), motivation entails the processes of cognitive nature. 

Lunenburg (2011) states that variables that relates to cognitive approaches reflect significant 

levels of dissimilarities in line with motivation towards specific tasks. The Vroom’s theory of 

expectancy add that individuals make choices based on personal behaviours on forces of 

alternative forms of motivation instead of providing specific forms of suggestions (Scholl, 2009)   

 

2.4 THE PORTER-LAWLER EXPECTANCY MODEL  

 

The theory of Porter-Lawler stressed that most establishments structured their activities to 

specific employees’ performance. This is to make sure that incentive packages paid to 

employees are aligned to their needs according to assigned tasks. The model of Porter-Lawler 

is not only used as a motivational tool but also as the means to provide insights on relationship 

between job satisfaction and employees (Moorhead and Griffin, 2010). The researchers 

further stressed that the model depicts that job satisfaction is associated with the performance 

of employees. As such, the model is perceived as a critical tool that determine employees’ 

performance. Based on scientific evidence, the model is used to provide definitions of 

motivation, job satisfaction as well as employee performance as key variables that are applied 

to explain each relationship (Porter and Lawler in Mullins, 2007).     

 

2.5 ABRAHAM MASLOW: HIERARCHY OF NEEDS 

 

As early as 1943 Abraham Maslow made public the individuals needs of hierarchy. A theory 

that according to the author is one of the requirements of individuals in order to attain personal 

satisfaction. Drawing from the words of Abraham Maslow, the theory is based on scientific 

insights of individuals that represents a fraction of the entire range of human behaviour. The 

author stated that motivation plays significant role in satisfaction human needs. In sum, Aldag 

and Kuzuhara (2002) human needs represent every requirements of individuals not to only 

create satisfaction but to also serve as motivational tool. 
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Maslow’s theory entails the needs of physiological, the needs of self-actualisation, safety 

needs, love and needs of esteem. These needs are designed in order of hierarchy. Shan and 

Shan (2007) explained that as individuals attained the higher level of needs, others in the 

lower level follows. These needs are arranged in levels. According to Stone (2005), the fact 

that individuals needs are in hierarchical format indicates that one cannot reach the higher 

levels of needs prior to reaching the lower needs.  The following page depicts figure 2.1 that 

illustrates various elements of needs in order of hierarchy format.  

 

Figure 2.1:  Maslow’s Needs Hierarchy 

Source: Adapted from Shah and Shah (2007).  
 
  

According to Latham and Ernest (2006), physiological needs as stated in figure 2.1 above 

define the primary physical human needs. These needs include food, water, air, sleep warmth 

as well as medication. The authors noted that financial assistance represents one of the key 

needs that commits employees to their jobs. The needs for safety as stated by the authors 

depicts keeping individuals from danger, shelter, job or food and from emotional harm (Latham 

and Ernst, 2006).  

 

The theory of Maslow further add that human beings are expected to “belong” in otherwise 

they are expected to belong from families and friends. In the same light, Latham and Ernest 

(2006) add that need satisfaction, affection, acceptance and friendship are key to human well-

being. In line with these needs, it is significant that establishment motivate employees and 
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create team building activities. The social or the needs of belonging is vital as humans are 

seen as social beings. Needs such as esteem needs are very satisfactory to humans as social 

beings. These esteem needs are examples of feelings of power, status, individual confidence 

and prestige. Self-actualisation as part of the theory, is about the individual self-

accomplishment and capabilities, exploit potentials in order to achieve something. Latham and 

Ernst (2006) add that self-actualisation optimises not only the employees’ skills but to increase 

the level of performances and knowledge.  

 

The theory of needs is further supported by researchers Mager and Sibilia (2009) that states 

that for organisation to attain lasting successes, employees’ needs and motivation must be 

taken into consideration. Primary such as the needs of self-esteem, free from danger, self-

actualisation and sense of belonging must be met. In order for employers to better motivate 

employees, recent research revealed that employers must be able to determine the actual 

location of needs on the pyramid of hierarchy and plan to create satisfactory climate (Mager 

and Sibilia, 2009). 

 

Furthermore, researchers add that organisational programs such as remuneration and 

pension benefits packages, programs of sustainability and healthy working climate must be 

created to satisfy employees (Mager and Sibilia, 2009; Latham and Ernst, 2006). In summary, 

Maslow’s theory is very important in recognising the needs of humans. Hence, it is vital to take 

these needs into account. Some of these needs include the financial and non-financial 

incentives.   

 

2.6. SYNOPSIS OF EMPLOYEE PERFORMANCE  

 

Nowadays, the importance of employee performance for the success of organisations cannot 

be overstated. Employees are the human capital of organisations and their performance is a 

key indicator for an organisation to achieve its goals.  

 

Cook and Crossman (2004:527) states that employee performance is about employees 

succeeding in their goals or values, as per what was agreed upon by the organisation. It is 

about creating a workforce who understands what it has to achieve at an organisational level. 

Every single organisation knows which objectives it wants to accomplish. Thoyib and Astuti 

(2012) suggests that employee performance depends on many dynamics, like performance 

assessments, employee motivation, employee satisfaction, compensation, training and 

development, job security, and organisational structure. All of these resources are imperative, 
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but work force is the most important. It plays an important role in performing tasks for 

accomplishing goals of the organisation. However, this study focusses only on the 

effectiveness of incentives, as this factor strongly influences the performance of employees. 

 

2.6.1 The definition of performance 

 

The concept of performance and behaviour are somehow interchangeable. Armstrong (2006) 

describe that performance is not about what is achievable but it is also relates to how 

achievements are realised. As Brumback in Armstrong (2006) put it, human behaviours are 

not about results specific; equally, it represents the right overall findings of specific tasks. 

According to Diab and Ajlouni (2015), every form of services and organisations become very 

much interested in performance as the means to effective and competency of establishments. 

    

2.6.2 The concept of employee performance  

 

Employee performance is the standard to which someone does something, such as a job or 

examination (Macmillan English Dictionary for Advanced Learners, 2007:1109). Employee 

performance is related to quantity of output, quality of output, relevance of output, presence 

on the job, capability of the work accomplished, and success of the work completed (Mathis 

and Jackson, 2007). Afshan et al. (2012) define employee performance as the 

accomplishment of specific responsibilities measured against prearranged or identified 

standards of correctness, completeness, cost and speed.  

 

 Aguinis (2009) suggests that, “The definition of performance does not include the results of 

an employees’ behaviour, but only the behaviours themselves. Performance is about 

behaviour or what employees do, not about what employees produce or the outcomes of their 

work.” Perceived employee performance represents the general belief of the employee about 

his behaviour and contributions to the success of the organisation.  

 

For the purpose of this study, the researcher’s definition of employee performance will be as 

follows: Employee performance is the tasks performed by a selected individual or individuals, 

as set and measured by a supervisor or organisation, to pre-defined acceptable standards, 

while efficiently and effectively using available resources within a changing environment. 
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2.6.3 Perspectives of employee performance  

  

Quick and Nelson (2009:195) highlight that employee performance needs to be visible and 

distinctive, and be performed by employees who are committed to perform well and skilfully at 

work. Work performance and employee performance are interchangeable terms and usually 

refer to whether employees perform their job proficiently. Khan (2007:106) states that work 

performance is the mark of achievement of the duties that make up an employee’s job.  

 

Mobley et al. (2001:401) suggest that the constructive guidance of managers may be through 

self-confident responses to others, through demonstrating behaviour, and to some extent, 

through educative processes. Positive response means enhancing self-esteem by responding 

positively to employees' problems. Smit and Cronje (2003:153) state that positive feedback 

begins with the manager showing an attitude of kindness, pleasantness and perseverance. 

The manager who takes his job seriously, observing targets, carefully observing the 

organisation's policies, and dealing with others flexibly, fairly and respectfully provides the 

employees with a proper model of performance (Crow and Hartman, 2007:37). 

 

The management of a company should understand the importance of employees’ 

performance and sincere efforts be implemented in that regard. They should take timely steps, 

which would put them in a good position to develop and motivate their employees. 

 

2.6.4 The expectations of employees’ performance  

 

According to Nel et al. (2004:185), when an employee joins an organisation, besides the 

employment contract, a psychological contract established between the employer and the 

employee with respect to what each could expect of the other. Robbins and Coulter (2002:350) 

assert that employees cannot function exceptionally if they unaware of what they are being 

measured against and on the other hand, if workers clearly know the expectations of them, 

they can assess their performance and make appropriate alterations as they carry out their 

jobs without having to wait for an evaluation review.  

 

Fletcher (2008:2) argue that performance management activates long before an employee’s 

first annual performance assessment policy. On the first day on the job, the employee has the 

first chance to form performance expectations. Employment descriptions cover a list of 

accountabilities and responsibilities. Markle (2000:7) suggest that employee performance 

expectations include obligations and duties, and the manner in which an employee must 
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perform his/her job efficiently. Tyson and York (2000:142) state that organisations normally 

provide a job description. Yet it fails to confer new employees about the purpose of the job, 

and how the job relates to the organisation and the employee.  

 

Stone (2002:3) suggests that discussions about employee expectations could uncover what 

motivates the everyday responsibilities in the employee’s performance description. Clarifying 

employee performance expectations is a step in the direction of producing an effective 

performance assessment policy. If an employee is not aware of the performance expectations, 

the employee’s hard work could be fruitless or unrecognised (Coens and Jenkins, 2000:232).  

 

2.7 TYPES OF EMPLOYEE PERFORMANCE  

 

There are two theories that guide employee performance in an organisation. Mobley et al 

(2001) outlined employee performance into two different theories; namely the duty and 

conceptual performance. According to the researchers, conceptual performance depicts 

uncontracted tasks to be accomplished by employees. However, such tasks are designed to 

enable the organisation achieve set goals. Duty performance on the other hand, focuses on 

the aspects of positive level of employee performance of specific-job earmarked for completion 

in the organisation (Heizer and Render, 2006). There is high level of dissimilarities in contract 

signed between employer and employees and assessment through the performance 

evaluation systems.  

 

According to Mathis and Jackson (2007), employees’ behavior that is linked to specific tasks 

within the organisation include the conversion of raw materials into goods and services, 

distribution of goods, supervision and coordination of activities in the organisation. Ziel and 

Antoinette (2003) further add that job satisfaction is based on various aspects of individuals 

cognitive. However, researcher claimed that the level of performance by individuals needs 

ongoing contact with the employees, active coaching, provision of regular results and training 

programs.    
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2.7.1   Positive effect of incentives on employees’ performance 

 

The recommendation of incentives prompts much attention, particularly when starting to look 

for skilled employees who are capable of succeeding in the organisation's goals. This is 

because incentives play a key role in the employee’s efficiency. The impact of incentives 

develops from the necessity for the employee to be recognised and valued for his/her hard 

work. In reality, appreciating individuals for their determinations by providing them with 

incentives is an appropriate major element in satisfying the core needs of individuals. 

Individuals' own abilities are not sufficient to let them work with high efficiency except if there 

is an incentive scheme that inspires their core purpose and then leads to hard work (Locke 

and Braver, 2008).  

 
A successful organisation is the one that can capably exploit its workers’ talents and 

experiences. Therefore, scholars have worked hard to come up with a complete explanation 

of how to improve the competence of employees and how management selects suitable 

individuals, and how to associate the institution’s goals with the individual aims of the 

employee who will increase the institution’s performance. Positive organisations are able to 

establish an active incentive structure capable of affecting their employees’ performance in an 

approach that drives them into working harder and preserving the goals of the organisations.  

 

Besides, the encouragement of employees could offer the necessary assistance to overcome 

many difficulties employees face at work (Palmer, 2012). On the other hand, for the supervisor 

to be managing, he/she must try to create confidence and an environment of composure, 

safety and respect in a straightforward and concrete routine. One must know that appreciating 

people's effort and admiring their accomplishments does have an emotional impact on 

individual achievement, so one must do this openly for those who deserve it or in front of a 

crowd of people by admiring their success (Locke and Braver, 2008). 

 
The offering of incentives has numerous positive organisational effects. Helpful incentives are 

those incentives that are responsible for a positive promise for satisfying needs and wants. 

Positive incentives usually have a positive approach and are normally assumed to satisfy the 

psychological desires of workers. These include promotion, admiration, acknowledgement, 

benefits and allowances. It is positive by nature since individuals that value this procedure of 

attraction will be desirous to work there, rather than people who are only pursuing solid 

benefits. Incentive plans that reward employees for reaching pre-established goals provide 

inspiration and give staffers something to aim for. The benefit to the employer is improved 

levels of productivity.  
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Kiruja and Mukuru (2013) found that most of the time workers are not happy with their salaries 

and working environment; however Crewsen (2010) found that in the public sector rewards 

influence employees’ motivation and behaviour, which might not be true in the private sector. 

Managers from different organisations face different challenges in attempting to satisfy the 

needs of their employees to encourage them and improve their job performance (Alonso and 

Lewis, 2001). 

  

2.7.2 Negative effect of incentives on employees’ performance  

 

 In addition to these views that incentives have a positive effect on employee incentive, there 

are certain understandings concerning the probability of failure or some negative effects about 

the incentives application of employees. It been said that although direct financial rewards 

play a major role in attracting skilled employees, they have only a temporary influence on the 

motivation of employees (Ellis and Pennington, 2004; Samodien, 2004). It has also been 

revealed that financial incentives, although generally used as motivators, create other 

problems, such as employees trying to get their work done quickly without concern for quality. 

 
Evidence has been produced that shows that a financial reward, such as profit sharing, does 

not encourage motivation in all employees (How can you increase employee motivation? 

2005). Shives and Scott (2003) however report that gain sharing improved the effectiveness 

of employees. Gain sharing is a method to improve organisational efficiency, which embraces 

the entire firm over a recognised system of employee involvement and financial bonuses 

based on productivity gains. It mainly focuses on reducing costs, which results in a monthly 

payment of bonuses. Profit sharing, on the other hand, is not that specific in indicating exactly 

what each employee must do on a daily basis to improve profitability. Profit-sharing bonuses 

remunerate on an annual basis and employees often believe that managers will not keep their 

promises in paying out the profit bonuses. Profit bonuses are perceived to focus only on 

higher-level employees and not on lower-level employees.  

 

Employees also feel that profit sharing does not provide for individual performance (Bateman 

and Snell, 2013) and that they (the employees) have little influence on the overall profitability 

of the business (Hellriegel, Slocum and Woodman, 2001). Many managers still view money 

as the main motivator of employees, despite the lack of conclusive evidence about the 

motivational impact of monetary rewards on the job performance of employees (Why money 

is not a motivator, 2004). Van Zyl (2000) and Sherrat (2000) agree that a bonus or 13th cheque 

is not a concern among employees to increase their job performance or remain with a firm.  
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Negative incentives are those whose drive it is to correct the mistakes of employees. The 

purpose is to correct mistakes in order to obtain effective results. Negative incentives are 

usually resorted to when positive incentive did not work and a psychological setback is given 

to employees. It is negative by nature. Examples are demotions, transfers, fines, and 

penalties. 

 

Mehta (2011:1) highlights the three associated risks that extreme dependence on incentives 

may create as follows: 

 They may improve performance but there is no guarantee that the improvement in 

performance will come with ethical behaviour and concrete developments; 

 They discourage employees who do not get them and actually reduce performance; 

and 

 They can cause a sort of addiction, particularly where employees are working for 

incentives. 

 

2.8 THE IMPACT OF INCENTIVES ON ATTITUDE OF EMPLOYEES  

 

There are different factors that contribute to employees attitudes. These attitudes include 

contentment which according to a research does not create hazard environment in 

organisations (Spector, 2003). According to Newman and Sheikh (2011), individuals in 

organisations are pleased with performance related payment packages; thus employees on 

the other hand, shows positive personal attitudes in return by increasing levels of performance 

and personal commitment.  In agreement with Newman and Sheikh, researchers Misra, Jain 

and Sood (2013) revealed that by paying satisfactory rewards to employees, individuals in the 

organisation demonstrates greater level of personal commitment to increase performance in 

the organisation.   

 

2.9 FACTORS INFLUENCING EMPLOYEE PERFORMANCES 

 

There are two distinct factors that are known in literature to influence performance of 

employees in organistions. These factors are known as self-acting and the factors that 

operates outside the organisations. Some of these factors are surveillance, communication, 

and training and performance evaluation of the organisation as well as the office bearers within 

the organisation’s environment. Another major role player in determining organisational 

success is the level of human productivity. Human productivity according to scientific evidence 
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is linked to the mental attitude of individuals that are reflection of the views that today is better 

than yesterday and tomorrow (Kalimullah, Yaghoubi and Maloudi, 2010). 

 

According to Mobley et al (2001), managers of organisations influence employees through 

positive responses to others. The study further add that in order to for managers to largely 

influence others, their responses could either be through processes of corrective 

measurements or behavioural modelling of co-workers. Responses to employees’ attitudes in 

positive manner enhances not only the level of employees’ motivation but equally triggers 

positive solutions towards solving problems of employees. 

 

 Scientific evidence by Smith and Cronje (2003) argue that for managers to display positive 

responses, they must be positioned well enough to show polite attitudes, patience and deeper 

sense of pleasure. For instance, managers who are concern with their job status are expected 

to meet requirements and proposed deadline, adhere to strict policy, be open and honest at 

all times (Crow and Hartman, 2007). 

 

Further evidence have shown that employee satisfaction and performance is affected by 

system of rewards instituted in the organisation (Kalimullah, Yaghoubi and Maloudi, 2010). 

Every organisation applies various reward systems to assigned tasks and activities including 

pay, promotion, bonuses or other types of rewards as an incremental motivational tool that 

increases the level of performance (Ali and Ahmed, 2009). Simply stated, Tella, Ayeni and 

Popoola (2007) suggest that in order for salary packages to be applied as motivational tool, it 

is proper for managers to take into account specific salary structures that are in line with the 

objectives of the ogranisation. Other areas of concern include payments which are linked to 

employee performances, special or personal allowances, pensions and fringe benefits.       

 

2.10 HUMAN CAPITAL AND LEVEL OF PERFORMANCE 

  

From human capital perspectives, individual’s ability and knowledge attracts higher rewards 

in the labour market climate (Myers et al., 2004; Singer and Bruhns, 1991). Hence, recently 

published evidence showed that one’s level of education impact significantly on task 

performance (Kaufman, 1978; Maglen, 1990). Further studies confirmed that employees are 

significant to the survival of organisation (Danish and Usman, 2010). That is one of the 

reasons why employers need to invest and to quickly to shift knowledge capital of individual’s 

productivity (Malik, Nawab and Naeem, 2010). As a result, most organisation utilizes 
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education as primary factor in determining personal abilities to become productive and to 

increase opportunities (Trusty and Niles, 2004; Benson, Finegold and Mohrman, 2004). 

 

There is growing scientific evidence of positive association between human capital 

development and performance (Stiles and Kulvisaechana, 2011). Recent study revealed that 

expenses on education creates positive relationship on productivity (Olayemi, 2012). 

Additional empirical study in India further confirmed that investment in human capital 

influences employee performance (Bapna et al. 2011).   

 

2.10.1 Connection between incentives and performance 

 

No one works for nothing, nor should he/she. Employees want to earn a reasonable salaries 

and wages, and employees desire their workers to feel that they are properly paid for their 

services. Money is a major reward; no other inducement or motivational scheme comes close 

to it in respect to its persuasive value (Parkin et al. 2004). It has the power to influence, sustain 

and inspire individuals towards higher performance. Frederick Taylor and his systematic 

management associate described money as the greatest fundamental aspect in encouraging 

workers to achieve better productivity (Tella, Ayeni, and Popoola, 2007). 

  

Researchers suggest that offering incentives lead to satisfaction among employees, which 

directly influences the performance of employees (Kalimullah, Yaghoubi and Maloudi, 2010). 

Rewards definitely contribute to an organisation’s efficiency and success by swaying individual 

or group performance. All companies use salaries, raises, additional benefits or other kinds of 

rewards to influence and encourage the high-level performances of their employees (Ali and 

Ahmed, 2009).  

 

Incentives refer to anything that pushes or encourages employees to work better and harder 

in order to reach certain goals. It is also understood that greatly inspired employees would 

work actively, efficiently and positively toward the accomplishment of organisational goals. 

The use of incentives, as well as the association among incentives and the quality of work 

performance in an organisation has been fully addressed in various studies and theoretical 

research (Boyle et al. 2007).  

 

The presentation of a stable incentive programme in an organisation is likely to encourage 

employees and, as an outcome, lead to improve performance (Petrescu and Simon, 2008). In 

this case, both financial and non-financial incentives have a great effect. However, it has been 
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revealed that non-monetary incentives providing to be more effective in the workplace than 

monetary incentives (Nolan, 2012; Pryce, Kakabadse and Lloyd, 2011). There is need to link 

individual employee incentives to organisational purposes in order to provide them with a 

feeling of ownership of their allocated jobs (Gong, Chen and Lee, 2011). Unlike individual 

incentives, group incentives inspire a group spirit. For instance, when each employee in the 

group identifies that they all have equal accountability in achieving a certain performance 

target, they lift one another to work harder by virtue of the fact that one’s gain depends on the 

other contribution to performance (Chiu, Wai-Mei and Li-Ping, 2002).  

 

2.10.2 Connection between promotion and performance 

 

A positive connection exists between job improbability and purposes to turnover; and there is 

a slight negative link between job uncertainty and employees assurance (Filipkowski and 

Johnson, 2008). In addition, there is a direct relationship between job satisfaction basics like 

wages, promotion, colleagues, and the work situation itself and the performance of the 

employees. Promotion is an essential feature of employees’ lifestyle and employment, 

affecting other job experience stages (Kosteas, 2009; Cobb-Clark, 2001; Blau and DeVaro, 

2007; Francesconi, 2001), and could have a clear effect on other job aspects like job 

attachment and accountabilities. In this case, the organisations can offer promotions to a 

reward feature for top-performance employees, emerging as an encouragement for them to 

achieve even more. Furthermore, promotion can influence the tool of exercising superior 

efforts, if employees situate a significant value on it. If not, companies would concentrate on 

pay increases to recompense high determination and efficiency.  

 

2.10.3 Connection between appreciation, recognition and performance 

  

Appreciation is an important human need. Employees respond to appreciation, identified 

through the recognition of their excellent work because it confirms that their work is valued. 

Emotional rewards, such as recognition and appreciation, plays a significant role in 

motivating employees to raise the level of their performance. Reciprocally, the employee’s 

feels obliged to the manager who has expressed such appreciation of offered such rewards 

(Andrew, 2004). Employees also understand that managers have their interest at heart. 

Employees who perform well will also assume that their important contributions are 

acknowledged and respected by the top managements (Ostroff and Bowen, 2000).  

 
Inner or intangible rewards (intrinsic rewards), such as recognition and appreciation, play a 

significant part in encouraging employees and increasing their performance. Relatedly, the 
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employee’s obligation is focused on appreciation and rewards (Andrew, 2004). The 

connection has to be recognised as individuals realise that their leaders have their best 

interests at heart (Ostroff and Bowen, 2000). Hence, appreciation has an important and 

positive influence on employee performance. 

 

2.11 REASONS FOR USING THE PAY- FOR-PERFORMANCE APPROACH 

 

Performance-related incentive schemes include numerous approaches of linking incentives to 

some degree of performance at individual, group or organisational level. The basic tenet of a 

pay-for-performance scheme is the notion that if an employee can influence the performance 

outcome, based on his/her performance, it will bring about enhanced performance (Bussin, 

2004). 

 

In a modern business, a successful remuneration strategy seeks to not only counter the 

inadequacy of talent attraction or unnecessary talent separation, but that it should also drive 

corporate performance by acknowledging and recognising the importance of individual and 

team contributions towards achievement of the company’s targets. Hence, the proliferation of 

performance-based remuneration and incentive rewards, which have become overriding 

factors that are central to any organisation’s reward strategy (Perkins and White, 2008:161-

164). 

 

The relationship between pay and performance is thus a very important principle in managing 

and determining compensation. No matter what kind of incentive plan, long-term or short-term, 

the most important thing should speak to the relation between pay and performance. The 

organisation should figure out what kind of compensation method should be adopted, reasons 

for its adoption, how to evaluate performance with this plan, and the rules for the evaluation. 

The measurement for the relation between pay and performance should closely tie up with an 

organisation’s real situation and goal (Perkins and White, 2008:161-164).  

 

2.11.1 Problems with pay-for-performance 

 

Rost and Osterloh (2009) find that pay-for-performance does not provide the solutions to its 

intended goals, especially in the case of executives, where pay-for-performance has 

counterproductive effects. Rost and Osterloh (2009) argue that apart from the empirical 

findings that support their view, Agency Theory is applied incorrectly in many instances. The 

incorrect application relates to the crowding-out effect of intrinsic motivation, and the 
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counterproductive effects of pay-for-performance, which is reinforced by self-selection, the 

influence of remuneration consultants, and budget gaming.  

 

Furthermore, Armstrong and Murlis (1998) have suggested that undue focus on tasks that will 

reward performance, result in the neglect of others, and too much emphasis on individual 

performance, results in teamwork suffering. There is ample literature that suggests that the 

use of incentives and attempts to persuade employees is interpreted as controlling or 

pressuring, and those attempts may have significant negative consequences (Turner, 2006). 

As described by Park and Sturman (2009), another way to assess pay-for-performance 

remuneration is with the Expectancy Theory, in order to understand the potentially different 

effects that different forms of pay-for-performance incentives have on employee performance. 

 

2.11.2 Benefits of pay-for-performance 

 

The overall objectives of pay-for performance are to provide incentives and rewards that will 

improve the performance of individuals and subsequently improve the performance of the 

organisation. The provision of performance pay provides an incentive for employees to exert 

more effort, while also attracting employees that are more able (skilled). This is an 

achievement by paying a wage that better reflects their productivity and skills, thereby sorting 

employees across different organisations and/or jobs (Lemieux, Bentley and Parent, 2009). 

 

Pay-for-performance incentives are designed to motivate employees, ensure retention of good 

employees, encourage innovation, and focus the attention of employees in aligning 

themselves to the organisation’s objectives (Lawler, 1986). Rost and Osterloh (2009) argue 

that pay-for-performance incentives intend to compensate staff for their individual actions, 

meet specific performance objectives, and motivate them to continue doing so. 

 

There would appear to be considerable disagreement regarding the existence and the 

effectiveness of pay-for-performance among employees, with studies indicating that pay-for-

performance seems capable of producing spectacularly good results, as well as spectacularly 

poor results (Gerhart, Rynes and Fulmer, 2009; Glassman et al. 2010). While this may be the 

case. It is known that pay-for-performance incentives are considered to be an integral part of 

both private sector and public sector remuneration policies (Bussin, 2004), and the importance 

thereof has increased over the past few years.  
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Pay-for-performance incentives and remuneration research has traditionally been focused on 

reward (fixed reward in the form of salary and variable reward in the form of bonus and 

incentives), as opposed to the reward mix (Chapman and Kelliher, 2011). Executives and 

management are compensated through a combination of fixed pay and variable pay. Fixed 

pay can be described as base pay or salary, while variable pay can be described by short-

term and long-term incentives (Bussin, 2011). Presently, the main components of executive 

pay are salary, merit pay (annual merit raise), bonus pay, and long-term incentives made up 

of various equity incentives based on the organisation’s shares/stocks (Frydman and Jenter, 

2010). 

 

Variable remuneration was considered beneficial to employees through providing higher 

compensation if the desired behaviour is displayed and objectives are achieved by translating 

business strategy into tangible goals (De Swardt, Veldsman and Roodt, 2006). Increasing the 

ratio of variable remuneration to fixed remuneration was considered to add flexibility to the 

organisation by placing the organisation in a better position to pay higher remuneration when 

it performs better (De Swardt, 2006). Likewise, variable remuneration provides the 

organisation the opportunity of paying lower remuneration when it performs poorly. 

 

2.12 DEFINING THE CONCEPT OF INCENTIVES 

 

Incentive refers to something that intends to ignite one and/or calls for greater effort to act in 

a given manner (Atambo et al. 2013). Incentives are also defined as both methods used by 

institutions to encourage employees to work with high spirits, and as concrete and moral 

methods of satisfying the individuals' moral and material desires. 

 

There are various forms of incentives. These include the likely environment under which the 

reward package was offered and received; the underlying motives of the person that offer the 

reward and the relationship that exists between persons as well as the final recipients of the 

reward packages. This empirical research is founded on the definition of incentive by 

researchers Broome and Perry (2002). In line with the definition, incentive is defined as key 

tool of motivation that enable workforce to attain the goals of organistion (Broome and Perry, 

2002). Lahdenpera and Koppinen (2003) add that in offering incentives any form of 

confrontation between two parties can be eased through the means of favourable incentives 

packages in exchange for rewards.   
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Incentives are tangible or intangible payments used to encourage workers to perform or to 

outshine on their job (Collins, Tinkew and Burkhauser, 2008). Zurn, Dolea and Stilwell (2005:5) 

give a comparable definition; namely, incentive is “a clear or understood monetary or non-

monetary payment for carrying out performance in a particular act”. Banjoko (2006) considers 

incentives as changeable payments, which are prepared for workers or a group of employees 

grounded on the amount of productivity or based on the accomplished result. Optionally, it can 

be the reward prepared with the purpose of pushing worker day-to-day determination 

performance in an effort to reach a mutual objective. Incentive is also defined as payment 

other than straightforward wages or remuneration that typically varies based on employees’ 

outstanding performance and their accomplishment of certain standard established by the 

organisation (Martocchio, 2006). 

 

As from the above discussion, incentives vary according to different perspectives and 

situations. Condly, Clark and Stolovitch (2003) define incentives as something treasured by 

an individual or group that is offered in exchange for improved performance, and an incentives 

scheme as an planned programme of rewards/or acknowledgements offered for the purpose 

of inspiring individuals to perform in particular ways. 

   

2.12.1 Types of incentives 

 

In the past, numerous studies have addressed the linkage between incentives and work 

performance in establishments (Cadsby, Song and Tapon, 2007). Various types of incentives 

drive the quality of work performance in an organisation. Incentives can be either good or bad, 

tangible or intangible. They may be financial, or non-financial, and are usually for the 

individuals who perform at a specified level. Such rewards may be open to staff, superiors, or 

top managers. This research highlights two main types of incentives, namely financial and 

non-financial incentives. 

 

2.12.2   Financial incentives 

 

People value money and therefore money is an essential form of reward. A financial reward 

system can be categorised into three main categories: performance-based salary increases, 

short-term incentive plans, and long-term incentive plans.  

 

According to Buchan, Thompson and O’May (2000) financial incentives consist of granting of 

financial reward, such as salaries and wages, bonuses, commission, pay increases or other 
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benefits. Financial incentives fulfil basic human requirements, inspiring and pushing 

individuals to do their greatest work, employ their capabilities, and improve their proficiency 

levels (Rose and Manley, 2010; Ajayi, 2007). Berger and Berger (2015) have argued that 

employees prefer to have financial incentives in return for their successful accomplishments. 

Sajuyigbe, Olaoye and Adeyemi (2013) state that rewards are basic conceptual elements in 

improving employee performances. Financial incentives are also intended as a means of 

payment to increase output and improve employees’ work performance. Therefore, the more 

employees produce, the more they can earn. However, a decrease in the quality or quantity 

of work might prevent employees from receiving part or all of their incentives (Jadallah, 1997). 

Financial incentives provide employees with some control over their income as their wages 

are determined on their performance, generate a greater sense of accountability on the part 

of the employee, and encourage the employee to work harder than what he/she usually does 

(Yavuz, 2004) 

 

The unique feature of financial incentives is that they are variable in nature. For instance, 

financial incentives are commonly known as variable pay, as they are not definite. It also refers 

to pay that is contingent, based on the actual performance of employees, in contrast to an 

entitlement. According to a study on compensation and incentives conducted by Baker, 

Jensen and Murphy (1988), one person might not be as responsive as another might be to 

the same reward. For instance, one person might appreciate a compliment or recognition from 

their organisation, while another person would prefer financial benefits like a salary increase. 

This finding was also supported by a survey that was conducted in a Malaysian organisation 

that found that most of the employees preferred a cash reward (Rafikul and Ahmad, 2004).  

 
In addition, financial incentives do not always involve direct remuneration like pay or wages, 

bonuses, pensions or allowances. At times it could be developed as secondary financial 

remuneration, such as subsidised food, accommodation, transportation, educational fees and 

childcare (Buchan, Thompson and O’May, 2000). Based on the above reflection, it can be said 

that financial incentives can be strategic and be developed into different arrangements with 

regard to different people, organisations and situations. However, their important resolution 

remains to encourage and motivate people for superior achievements. 

 

2.12.3   Semi-financial incentives 

  

Semi-financial incentive have the qualities of both financial and non-financial incentives. They 

are categorised as those that have some financial benefits, but are not the same in terms of 

output and remuneration. The efficiency of these schemes relies on the company’s goals, 



   

31 
 

existing employee attitudes, and managerial capabilities that are acceptable during the 

implementation stages. Examples of semi-financial incentives are health schemes, housing 

schemes, pension schemes, saving schemes, and site welfare provision (Saka and Ajayi, 

2010:585). 

 

2.12.4    Non-financial incentives 

 

Assaf (1999) and Alwabel (2005) state that regardless whether financial or non-financial 

incentives, the primary drive of incentives is to influence the working behaviour of people in 

positive ways. In the workplace, incentives are usually developed for those who should be 

recognised and rewarded, and thus encourage them to work toward the common goal of an 

organisation, which can increase profitability, effectiveness and efficiency. Furthermore, 

incentives intend to encourage individuals or groups to exert more effort, work harder and 

perform better.  

 

Incentives serve as critical tool for management across several dimensions of organisation 

settings that triggers motivational reactions and changes in human behaviour and mind sets. 

In addition, they play a potential role in pushing forward individual or team’s capacities and 

moving their capabilities, motivating them to develop knowledge, skills and balance between 

the needs of an individual or group and organisational requirements. Both Assaf (1999) and 

Alwabel (2005) suggest the use of incentives not only as a defence approach applied by failing 

organisations, however various organisations use them as a positive action in recognition of 

the strategic role of compensation in further developing corporate goals.  

 

The important opinion is that numerous organisations are beginning to encounter 

compensation choices, as the flexibility to try a new form of management is a crucial need. In 

brief, in all organisations, whether private or public, incentives are a key motivational tool, 

which allow them to operate efficiently and effectively. In addition, employees who are well 

motivated to work creatively and energetically toward the accomplishment of organisational 

goals are one of the most important tools for organisational success. According to Armstrong 

(2009:38), engagement will exist where employees understand the nature of their role, where 

it fits into the bigger picture, and where they feel they are intrinsically motivated through a 

sense of belonging and accomplishment. Moreover, this is in accordance with the expectancy 

theory, where a relationship exists between performance and outcomes. 

 

Silverman (2004:3) suggest non-financial incentives are indirect rewards, which focus on 

providing psychological benefits for employees. These are at the centre on conveying 
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appreciation to individual employees or teams in memorable ways, showing that the task 

performed is inherently meaningful. Non-financial incentives do not consist of any payment or 

remuneration and they mostly relate to mental and emotional achievement (Buchan, 

Thompson and O’May, 2000). The influence of non-monetary incentives on employees’ job 

performance has been confirmed. Lewis (2013) hypothesises that compliments and 

admiration are effective means of encouraging employee performance in an organisation, as 

they are considered necessary rewards.  

 

Aktar, Sachu and Ali (2012) found that non-financial incentives, which are represented by 

acknowledgement, learning opportunities, and work and career progress, are an operative tool 

in encouraging employees, and consequently increase their performance. This incentive is 

precious, due to the opportunity it offers in its associations with the skills development of 

employees, which in the end can develop into financial rewards. Erbasi and Arat (2012) 

examined the influence of financial and non-financial incentives on the food sectors in the 

Anatolian region of Turkey and found that together financial and non-financial rewards are 

essential components of job performance.  

 

Figure 2.2 below describes the different aspects of both financial and non-financial incentives, 

and direct and indirect financial benefits. 
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Figure 2.2: Financial and Non-Financial Incentives 

 
Source: Adapted from Buchan et al. (2000)  
  

Financial Incentive

Direct Financial Benefits 

Pensions 

Travel allowance

Accommodation allowance

Illness/health/life insurance

Child care allowance

Indirect Financial Benefits

Subsidised transport

Subsidised 

meals/clothing/accommodation

Child care subsidy/creche provision

Non-financial Incentives

Holiday/vacation

Flexible working hours

Occupational health

Access to support for training 

and education

Recreational facilities

Sabbatical, study leave

Planned career breaks
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2.12.5     Short-term incentives 

 

Short-term incentives (STIs) usually are designed to drive an organisation’s short- to medium-

term business strategies by rewarding the achievement of planned or targeted financial and 

strategic performance. Their implementation focuses employees’ attention on fundamental 

results areas, aligns participants’ interests with stakeholder interests, incentivises and 

motivates employees to work hard in order to receive higher bonuses, and inherently drives 

them to increase organisational performance and profits (P-E Corporate Services, 2009). The 

incentives are company specific, usually paid out within a period of 12 months in order to 

prevent the short-term performance of employees to drop, and are usually paid out in the form 

of performance bonuses, which are a common feature in many organisations (P-E Corporate 

Services, 2009). 

 

The delay of bonuses involves stipulating a proportion of the short-term performance bonus 

will be paid out later, usually over three, four or five years, and will be forfeited in the event 

that corporate performance declines; alternatively, if the executive fail to meet the agreed 

performance targets over successive years or if the executive’s employment is terminated in 

the meantime. The main objective for introducing deferred bonuses has been to give 

executives a longer-term focus, ensuring sustained performance by executives, and ensuring 

the retention of executive staff. This arrangement has been successful in discouraging 

inappropriate risk-taking or other actions simply to meet short-term performance hurdles, 

which otherwise would be considered detrimental to an organisation’s long-term performance. 

The payment of short-term incentives has increased significantly, resulting in them coming 

under increasing scrutiny, and more so in light of the global financial crisis (Perkins and White, 

2008). 

 

Whilst incentive schemes could be considered beneficial in improving performance, creating 

a commitment to the organisation and its objectives, and creating a climate for facilitating 

change, this is only possible where clear objectives and performance procedures are 

communicated. In this regard, it is important to ensure that the scheme is continuously 

adapted, as dictated by changing circumstances and strategies, and that the targets are 

continuously increased in the spirit of fostering the need for continuous improvement. Regular 

performance measurement and communication are equally important to preserve 

transparency and the value of the scheme as an incentive mechanism. 

 

 



   

35 
 

2.12.6  Long-term incentives 

 

Long-term incentives (LTIs) usually drive organisations’ long-term business strategies and 

promote innovative skills. Their primary objectives are to align participants’ interests with 

stakeholder interests, to incentivise and motivate participants, to attract and retain scarce 

human resources, and to reward the greater and continuous long-term performance of the 

organisation (P-E Corporate Services, 2009). A primary element that differentiates an LTI from 

an STI is that it is usually designed around the attainment of an organisation’s long-term 

strategic objectives (i.e. stakeholder wealth growth) and is intended to only reward members 

when an organisation has reached long-term and sustained performance against long-term 

performance standards (P-E Corporate Services, 2009).  

 

Long-term incentive systems, which exploit profits in the short term, do not necessarily 

maximise stakeholder wealth creation. Their intent is therefore to focus employees’ 

performance on long-term rather than short-term goals and more closely align the interest of 

management with the long-term interests of the shareholders (Perkins and White, 2008). As 

a result, long-term incentive payments typically are made for meeting performance objectives 

achieved over a period longer than 12 months, normally a three- to five-year period. These 

awards are salaried in the form of performance shares (in the case of listed companies), 

performance units, or long-term cash incentives. As a result, a longer-term incentive will more 

closely align the interests of employees making those decisions with the interests of 

shareholders (P-E Corporate Services 2009).  

 

The secondary objective of long-term incentive systems is the need to retain key people in 

longer-term employment and to build long-term relationships at the management team level 

in order to see long-term projects through to the end. Thus, the LTI scheme increases the 

retention mechanism for senior management and executives as generally these are the levels 

of management that are able to strategically influence and drive a company’s long-term 

performance (Perkins and White, 2008). 

 

The common generic forms of long-term incentives include a range of share options and share 

participation schemes, emulated share options, and non-recourse loan terms contracts. 

Although these schemes traditionally focussed on senior executives who have the greatest 

opportunities to influence corporate performance, recently many have extended to lower levels 

(P-E Corporate services, 2009). 
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2.13   THE EFFECT OF INCENTIVES IN AN ORGANISATION 
  

Nilsson and Ovle (2013) state that all organisations have goals and visions. In order to reach 

them, they have to convince their employees to work towards the same goals and visions. As 

individuals, employees rely on different incentive factors, and it can be difficult to know how to 

motivate employees to perform at their best. An organisation can implement an incentive 

strategy to reach its intentions or goals. Incentive tactics might range from flexible 

compensation added to a base rate of wage, awards for achieving definite outcomes, or 

acknowledgement formalities to congratulate employees for showing required performances. 

Organisational activities, developed plans and service governments are all examples of 

businesses that utilise incentive plans to meet or exceed organisational goals.  

 

Research has suggested that rewards satisfy employees, which directly influences the 

performance of employees (Kalimullah, Yaghoubi and Maloudi, 2010). Rewards are 

management tools that contribute to a firm’s effectiveness by influencing individual or group 

behaviour. All businesses use pay, promotion, bonuses or other types of rewards to motivate 

and encourage the high-level performances of employees (Reena and Shakil, 2009). To use 

salaries as an effective motivator, managers should consider salary structures, which could 

include the importance an organisation attaches to each job, payment according to 

performance, personal or special allowances, fringe benefits, and pensions (Tella, Ayeni, and 

Popoola, 2007). 

 

Incentives schemes are commonly known to encourage employee motivation, satisfaction, 

and greater performance. The connection amongst the three variables has been discussed 

among researchers, scholars and practitioners (Latham, 2007). According to them, the 

effectiveness of incentives was built on the degree to which those incentives accomplished or 

satisfied employees’ needs. For example, if an employee desires job independence and 

observes that money or benefits are likely to satisfy this need, then an incentive payment is 

likely to encourage them to perform. As employees’ satisfaction could be both the cause and 

outcome of general performance, organisations should demonstrate the relationship between 

reward and performance in order to encourage employees (Latham, 2007). 

 

Latham (2007) indicates that if there is no relationship between employee performance and 

satisfaction or if there is a negative one, then the organisation obviously has an unproductive 

system of incentives. Hence, it can be said that incentives have great potential for improving 

employee work performance and increasing production efficiency through encouraging 

individuals or groups to act in a desired and productive way. 



   

37 
 

2.14 JUSTIFICATION FOR USING INCENTIVES  

 

Over the years, researchers and academics have agreed that incentives replace encouraging 

employees’ performance. A study by Condly, Clark and Stolovitch (2003) showed that 

incentives increased individual employee performance by 44%, raising the levels of 

employees’ performances. According to Condly et al. (2003), long-term incentives are 

characterised by a high rate of employees’ performance, in contrast to short-term 

programmes. 

  

In order to ensure the effectiveness of an organisation, it is required that workers are 

motivated; this could be facilitated with the help of a reward system, as workers want 

something to keep them at work. Rewards can convince individuals to perform better; it also 

promotes motivation and satisfaction. It could also be a good way to retain important workers 

in the organisation as the reward could make employees feel important and needed. If good 

performance is rewarded in an organisation, it will most likely happen again (Nilsson and Ovle, 

2013). 

 

Organisations that choose to reward their employees perform better than those that do not 

use any reward system. Reward systems could also get more people interested in working at 

a company and, above all, it means that the company has employees who want to stay there 

(Bau and Dowling, 2001) 

 

An employee must be inspired to work for a company; if not then that employee’s quality of 

work will depreciate. It is required in today’s competitive environment to offer desired 

incentives to employees to keep their goal-directed performance on track.  

 

Therefore, it can be said that incentives can work to achieve the goals of an organisation. 

Some of the purposes of incentives for an organisation are: 

 To increase productivity, 

 To drive or arouse a stimulus for work, 

 To enhance commitment in work performance, 

 To psychologically satisfy a person, which leads to job satisfaction, 

 To shape the outlook of subordinates towards work, 

 To encourage eagerness and enthusiasm towards work, and 

 To maximise their competencies so that they are exploited and utilised to achieve their 

personal goals, as well as organisational goals.  
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Osibanjo, Salau and Falola (2014) analysed the impact of a compensation system on the job 

performance of employees in private institutes in South-West Nigeria by using a questionnaire. 

They found that institutes, which have appropriate compensation packages, encourage 

workers’ performance; therefore, the turnover of staff reduces, as they want to stay in their 

job. The implications therefore is that compensation in the form of incentives and salaries play 

an important part in enhancing the motivation of employees.  

  

Nazir et al. (2013) researched the level of organisational commitment and job satisfaction in 

the United Kingdom Higher Education sector and universities by using the correlation 

technique. They concluded that the sector’s financial and non-financial rewards system is 

effective as it allows employers to see themselves as social agents.  

 

The aforementioned section clarifies why incentives could be considered in a workplace and 

how their usage can affect the performance of workers. Incentives can be viewed as a way to 

inspire employees. According to research conducted by Condly, Clark and Stolovitch (2003), 

incentives appear to have excessive benefits and they have a great potential to encourage 

employees. 

 

2.15 LIMITATIONS OF INCENTIVE PLANS 

 

Performance pay cannot substitute good supervision. It may also lead to an unprincipled and 

illegal manner of job completion. The arrangement could increase the sense of jealousy and 

conflict among employees, if performance pay is not monitored strictly (Bhatia, 2010). 

 

2.16 THE SELECTION OF A REWARD SYSTEM 

 

Reward systems are often associated with money, but in reality, they have two parts, 

consisting of a financial as well as a non-financial part. It is well known that people have great 

gratitude for money. However, there are interesting aspects that needs analysis when 

reasoning about reward systems, according to Maslow. It is important that an organisation 

choose a reward system that works for their organisation or that can achieve organisational 

goals. The situation may not be the same from company to company; an example of this could 

be if a company needs to motivate, recruit and retain skilled staff within the company (Nilsson 

and Ovle, 2003). 
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Among other things, we are reminded of the importance of taking into account people’s entire 

lives when try to increase employee motivation. Some employees have a rich social life 

outside of work, while others see work as their main social platform. This affects the impact 

rewards like parties and trips have on its employees. Something that is valued by one worker 

can feel like a punishment for others, who feel social pressure to take part in these rewards 

(Nilsson and Ovle, 2013). 

 

Nilsson and Ovle (2013) write about another negative aspect regarding reward systems; a 

reward for one employee can be quite the opposite for another employee. If employees are 

rewarded with a weekend trip, some may find it exciting, while others, for instance a parent of 

young children, might find this reward a punishment. Employee reward preferences also 

change across time, as found in a study by Wine, Gilroy and Hantula (2012). They report that 

this observed temporal instability suggests that organisations that implement reward 

programmes through means of rewards preference analysis, based on employee’s needs, 

should intermittently re-evaluate employee reward preferences and not assume consistency; 

thereby confirming that the temporal effect on employee reward preferences plays a significant 

role when determining reward strategies (Wine et al. 2012). 

 

Having the right type of rewards programme will help workers to grow, mature and ultimately 

add value to their organisation. Pay, both ‘variable and base’, is key to ensuring employers 

get the most value from their employees, especially from high performers (Zingheim, 2010:9). 

Organisations that spread pay more evenly drive away high performers and encourage the 

same type of average performance throughout the organisation. Financial remuneration 

should be aligned with the value an employee adds to an organisation. However, how 

important is pay to the success of a company over a longer period? In their study on the role 

of a reward system in a high performance organisation, De Waal and Jansen (2011:9) found 

pay-related bonuses to be neither effective nor ineffective in regards to the organisation’s 

performance. 

 

As mentioned before, no reward system works in every organisation and in every situation. 

However, some factors should be considered before an organisation chooses its reward 

system (Nilsson and Ovle, 2013). 

 

 

 

 

 



   

40 
 

2.17 DEMOGRAPHIC CHARACTERISTICS AND REWARD SYSTEMS 

 

Demographics can be defined as the statistical data of a population; workers’ personal details, 

such as gender, education, ethnic group and age. Research shows that demographic 

characteristics play a major role in individual’s reward preferences. Snelgar, Renard and 

Venter (2013) study on reward preferences amongst South African employees showed that 

the ‘one size fits all’ approach to rewards is no longer effective. A sample of 250 employees 

from 11 different organisations were surveyed and it was found that differences existed 

between reward preferences and demographic factors (age, gender, job level). 

 

Snelgar et al. (2013) found that despite broad literature supporting intrinsically rewarded 

behaviour, the most preferred and encouraging reward for respondents was salary 

remuneration (base pay). In addition, financial reward such as base pay was the leading 

reward when it came to attracting and retaining employees.  

 

Nienaber, Bussin and Henn (2011) achieved similar results in their study on employee 

preferences. Their study examined preferences for different reward types by different 

demographic groups. Demographic differentials looked at in their study included gender, race, 

age, job level, educational qualifications, marital status, years of service, as well as number of 

children. Nienaber et al. (2011) research showed that women have a stronger preference for 

remuneration and benefits, as well as for a work conducive working environment. 

 

Research conducted by Chiang and Birtch (2006, 2007) revealed that even though employee 

characteristics, such as gender and position, do affect reward preferences, their influence 

appears to be limited. In the face of other competing forces (for example, organisational and 

environmental contextual forces), and understanding how reward preferences differ across 

race/ethnicity/nationality, is key to devising good reward systems to attract, motivate and retain 

employees (Chiang and Birtch 2006; 2007). Similarly reported in their study, Chiang and Birtch 

(2006, 2007) found that intrinsic motivation did not reduce in the presence of extrinsic rewards. 

 

A study on age-related differences in the reward preferences of 628 Finnish nurses showed 

that both financial and non-financial reward elements were highly and similarly regarded 

among all the respondents. This supports the theoretical assumption that thoroughly designed 

total reward programmes consist of both financial and non-financial rewards (Von Bonsdorff 

2011). Von Bonsdorff (2011) also found among the four age groups that the preference for 

financial rewards grew with the age of the nurses. The youngest group (20-29) had 

significantly weaker financial preferences than the other age groups, with the strongest 
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preference for financial rewards found in the oldest age group. Von Bonsdorff (2011) clarifies 

that age-linked alterations did not play a role in the first choice for non-financial incentives, but 

that gender did have an effect on employees’ non-financial reward preferences. The study 

found that male employees preferred non-financial rewards less than female employees did. 

 

According to Wine, Gilroy and Hantula’s (2012), time changes everything and everyone. They 

found that the first choice for rewards altered over time for all employees, and sometimes even 

reversed for some. The study found that employee preferences changed over time. This 

finding has implications for organisational behavioural management paradigms, as it will be 

unwise to assume that preferences will remain constant over time in any organisation (Wine, 

Gilroy and Hantula 2012). Delivering rewards that are no longer preferred will have a 

discouraging effect on employees and decrease organisational retention and motivation 

efforts (Wine, Gilroy and Hantula 2012). 

 

2.18 DESIGNING EFFECTIVE REWARD POLICIES 

 

Reward is clearly central to the employment relationship. It can be said with confidence that a 

well-designed incentive scheme increases employees’ drive and job satisfaction. The 

schemes reduce employee absenteeism, thereby increasing overall organisational 

effectiveness. How much we are paid and in what form is an issue that matters hugely to 

employees (Torrington et al. 2011:514).  

 

Another factor worth mentioning is that individuals are motivated differently. The financial 

incentive in its various forms encourages employees to be more productive and self-motivating 

towards the welfare of the organisation they belong to. The literature confirms that factors such 

as incentives, promotions, recognition, and bonuses have an effect on job satisfaction or 

dissatisfaction. According to Armstrong (2009:38), engagement will exist where employees 

understand the nature of their role and where it fits into the bigger picture, and where they feel 

they are intrinsically inspired through a sense of belonging and accomplishment. In addition, 

and this is in accordance with the expectancy theory, a relationship should exist between 

performance and outcomes. 

 

The task of developing a strategic rewards framework for an organisation is usually 

challenging, but necessary to survive in the competitive and changing market place. The 

process however cannot be the same for all organisations, but it needs to be implemented, 

developed and grown within the unique environment of an organisation (Wilson, 2003). A well-
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designed incentive program rewards measurable changes in behaviour that contribute to 

clearly defined goals. The challenge in developing such a program lies in determining what 

rewards are effective agents of change, what behaviour should be changed, and the cost and 

benefits of eliciting change (Hartman, Kurtz and Moser 1994).  

 

An effective reward program has three components: immediate, short term and long term; this 

means immediate recognition of a good performance, short-term rewards for performance 

offered monthly or quarterly; and long-term rewards given for showing loyalty over years 

(Schoeffler 2005). Employees receive immediate rewards repetitively so that they can be 

aware of their outstanding performance. Immediate rewards include admiration by an 

immediate supervisor or it could be a tangible reward. Short-term rewards are given either on 

a monthly or quarterly basis, depending on performance. Examples of such rewards include 

cash benefits or special gifts for exceptional performance.  

 

Teams that perform excellently should also be rewarded, not only individual employees within 

an organisation. Incentives given for good behaviour usually improve the relationship between 

employees and management because employees’ feels appreciated for their efforts and good 

work. This leads to increased employee morale, better customer care, as well as increased 

productivity. 

 

Long-term rewards honour employees who have been performing well. Such an employee will 

become loyal to his/her organisation and it reduces employee turnover. Long-term rewards 

include cash benefits that mature after many years of service or at retirement. These rewards 

are strategic for retaining the best human resources (Yokoyama, 2010). 

 

For rewards to be effective, they have to be as fair as possible. This means there has to be 

openness with respect to information about how the reward system operates and how 

employees receive rewards. Employees should also be involved in designing the reward 

system and its administration (Jenkins and Lawler, 1992)     
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2.19 CHAPTER SUMMARY 

 

This chapter provided a detailed literature review with in-depth insights into incentives and 

employees performance. The review assessed various types of incentives, as well as reward 

systems. In addition, the literature was applied to aid the research instruments. It also 

confirmed that the research question was generated based on the different but related 

literature to find answers to the phenomenon under study.  
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CHAPTER THREE 
 

RESEARCH DESIGN AND METHODOLOGY 
  

 

3.1 INTRODUCTION 

 

According to Andreas (2012), research methodology explains how empirical data for a 

research project is conducted. Christensen (2008) further add that research methodology 

outlines the collection and measurement as well as the analysis of the research data aim to 

achieve objectives. This chapter plans how the target population, sampling technique and 

further elaborate the means of collecting primary data. Besides, identification of data analysis 

methods was provided, possible statistical tests in addition to other relevant information. 

Included in this chapter was the validation of specific method that is used. Furthermore, the 

chapter highlights the applicable instrument in gathering primary data and the methods used 

to organise the research data. In the end, the chapter detailed different statistical assessments 

conducted in analysing the primary data. The following are the research objectives, the 

research questions and the hypotheses that the research seeks to address. 

 

3.2 RESEARCH OBJECTIVES 

 

Given the research questions below, the following objectives are stated to provide guidance 

throughout this study: 

 To determine the relationship between biographical factors such as gender, race, 

educational qualifications, marital status, income, job status and performance. 

 To ascertain whether there is a statistically significant relationship between incentives, 

reward system, recognition, appreciation and performance. 

 To determine the relationship between the demographic variables of race, gender, 

educational qualification, marital status, income, age and performance. 

 

3.3 METHODOLOGY 

3.3.1 Research design 

 

Several authors have defined the concept of research design; for instance, Maggetti, Gilardi 

and Radaelli (2013) defined research design as a research tool that is applied in controlling 
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and minimising research bias. According to Creswell and Plano Clark (2011), through the 

research design, researchers are able to provide research information in a logical manner.  

 

This research used a design format that was able to align various aspects of the research 

process, including the questions, objectives, the formulated hypotheses, as well as in 

gathering data to seek for solutions to the research problems (Dornyei, 2014). There are many 

types of research design; they include quantitative, qualitative and mixed methods. The 

present research used a quantitative design to find solutions to the research phenomenon. 

  

3.3.2 Quantitative design 

 

According to Struwing and Stead (2013), the quantitative research method is used to measure 

several constructs to be studied through questionnaires. Morgan (2014), in turn, argued that 

quantitative design is about testing several scientific theories by means of pre-determined 

designed formats. The researcher applied quantitative tools to analyse the research data in 

order to assess theories and key variables and to establish the casual research relations 

among constructs and variables (Struwing and Stead, 2013). Simply put, this study gathered 

empirical data, and the final information was made possible through the quantitative research 

design. 

 

3.3.3 Justification for using the quantitative design 

 

As indicated, there are three approaches of research design. Thus, it can be stated that the 

present research can be conducted either qualitatively, quantitatively, or by adopting the mixed 

method approach. However, the researcher made the decisions to undertake this study 

utilising the quantitative design method. The quantitative approach would allow measurements 

of constructs, finding the casual relationship between variables and test theories (Morgan, 

2014, Struwing and Stead, 2013) 

 

3.4 TARGET POPULATION 

 

The target population is defined as the group of individuals who are earmarked for the 

research project (Rasinger, 2014). Population is defined as the representation of all possible 

items regarding data values, which are randomly selected under the study (Morewedge, 

Preston and Wegner, 2007). Wilson (2010) describes target population as the group cases of 
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interest for the study. The target population of this study includes all the permanent employees 

of ALM in the KwaZulu-Natal Province of South Africa. The criteria of using only permanent 

employees is justified as the researcher intends to relate the findings to only the permanent 

staff members of ALM. Another criteria is that only permanent staff members of ALM who had 

worked for more than five years could participate in this study. 

 

The employees who formed the target population were selected from various departments, 

namely the corporate, community services, technical planning and development department, 

as well as the finance department. The employees in the office of the Municipal Manager were 

not included in the population. Both genders in the organisation formed part of the target 

population. 

 

In this study, gathering the requisite data from male and female employees was vital because 

the researcher was determined to understand the effect of incentives on all employees in the 

organisation. The target population was composed of personnel from senior managers to 

lower ranks who met the set criteria of only permanent employees were allowed to participate 

in the providing data. 

 

3.5 SAMPLE AND SAMPLING TECHNIQUES 

3.5.1  Sample procedure 

 

Research sampling refers to the different population of subset elements that are considered 

to be part of the scientific study. Sampling represents a subset of measurements drawn from 

a population that forms part of a study (Unrau, Gabor and Grinnell, 2009). According to Wilson 

(2010), it is the list of accessible population from which the researcher is able to draw his/her 

participants. It was difficult for the researcher to compile an adequate sample frame in this 

study due to the absence of a relevant database; many attempts to approach the Human 

Resource Department in this regard proved unsuccessful. As a result, the researcher compiled 

a sample frame relevant for this study. Initially, a total of 698 permanent employees from the 

different departments were identified through the assistance of the Human Resource 

Department of the ALM. Out of this number, a sample of 150 was selected. The participants 

were selected from different departments of the establishment as explained earlier in the 

study. The focus was to explore their level of understanding incentives and its impact on 

performance of the employees. 
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In drawing the sample for this study, the researcher took into account the allocated timeframe 

for the study and the research funding. Based on this criteria, the researcher decided that the 

total population of 698 permanent employees was too large for the study. Hence, the 

researcher considered a sample of 150 large enough to gather the research data. A stratified 

random sampling technique was applied in selecting the 150 permanent employees from the 

various departments into several and mutual strata (Blumberg, Cooper and Schinder, 2008). 

Justification for using the stratified sampling technique was that it allowed employees to be 

selected from each department; thus, ensuring representatively (Wilson, 2010).      

  

3.6   TEST OF RELIABILITY 

 

In order to determine reliability of the research instrument, the Cronbach’s coefficient alpha 

used to evaluate the measurement technique. The Cronbach’s alpha is a popular research 

instrument that applied to determine the internal reliability based on inter-item correlations 

(Sekaram and Bougie, 2009). Accordingly, items that are strongly connected are of higher 

consistency internally.  As stated by Pierannunzi, Hu and Balluz (2013), the concept of 

reliability centres on any research outcome that serves its primary purpose and rated credible. 

To ensure that the measurement tool is reliable and valid the researcher performed the 

following during this empirical research: 

 Every questions is directly based on the research objectives to fulfil specific research 

goal 

 Straightforward questions were posed to respondents to be easily understand 

 The measuring instrument was piloted for more valuable contributions and clarity 

 Large sample size was applied to ensure accuracy instead of small sample size 

The content of the research instrument were very brief and explained to respondents 

before administering.        

 

3.7     RESEARCH FRAMEWORK 

  

This research follows key approaches, initially the research conducted extensive but related 

literature review on incentives and performance. The literature reviews were possible through 

national and international literature. The aim was to identify the theoretical models as applied 

in several and related studies. In addition, the researcher aimed to uncover all the underlying 

factors that proved the vital stimulants of organisational performance. The extensive volumes 

of theories applied in other studies emerged with several indicators including incentives that 

seem to influence employees’ performance and increase growth in the organisation. 
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Instead of analysing every factor with the support of theories, the researcher adapted critical 

theories such as vroom’s expectancy model and Abraham Maslow hierarchy of needs for 

successful implementation, the researcher established key lists of variables from the literature 

as well as through the consultations of individuals and other expects in the field of 

management. The views expressed by these experts were collected to determine which of the 

incentives and other indicators were important in stimulating employees’ performance and 

creating growth.  

 

The primary objectives of this framework is to reduce large amount of variables to a more 

convenient lists of variables and also establish whether other variables were not already listed. 

Drawn from individual responses, numerous variables were deleted as the review progressed. 

In this research, some changes were initiated to specific variables in search of the research 

objectives. These variables include non-financial incentives (Aktar et al. 2012, Von Bonsdorff, 

2011, Gunawan and Febrianto, 2014). Financial incentives (De Waal and Jansen, 2011, 

Perkins and White, 2008, Agwu, 2013). Below is figure 3.1 that depicts the research variables 

with graphic explanations of the entire research process. Further explanations of the variables 

are discussed in chapter 2 of the literature study.  

 

Figure 3.1: The research framework 
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3.8  SAMPLE CRITERIA: INCLUSION AND EXCLUSION 

 

During the sampling selection process, certain criteria were followed. The inclusion 

requirement was every permanent employee who was present at the time of the data collection 

processes, and the data individuals had to be employed at ALM for longer than five years. The 

exclusion criteria were individuals who were not employed on a permanent basis, who were 

on leave at the time of the data collection processes, and who did not match the employment 

conditions. 

 

3.9 DATA COLLECTION METHODS 

 

The primary data for this research was collected utilising a seven-point Likert Scale 

questionnaire. This questionnaire included various statements with responses based on 

literature. Each statement ranged from “strongly disagree” to “strongly agree” (Blumberg, 

Cooper and Schindler, 2005). 

 

According to Plowright (2011), data collection depends largely on the elaboration of various 

ways of mediation and determining data collection methods. Though there are many data 

collection techniques, including the postal survey, the telephone survey, the face-to-face study 

and group methods of administering questionnaire, this study used the personal data 

collection tool. This tool enables the questionnaire to gather complete data at a lesser cost, 

and with reliability (Struwing and Stead, 2013). Below is a description of the seven-point Likert 

Scale questionnaire, with a score of seven (7) being strongly disagree, to (1) strongly agree. 

 

             Table 3.1:   Likert Scale  

Rating Value 

Strongly disagree 7 

Disagree 6 

Slightly disagree 5 

Neutral  4 

Slightly agree 3 

Agree 2 

Strongly agree 1 

  Source: Researcher’s own creation 
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The researcher administered the questionnaires in person soon after the pilot study was 

completed. The primary reasons for personal delivery of the questionnaires were twofold; it 

allowed the researcher to personally correct mistakes with the participants and to ensure that 

the participants were able to complete the questionnaire, with faster facilitation of each 

question (De Vos et al. 2007). 

 

3.10 TYPES OF DATA COLLECTION TECHNIQUES 

 

The two main types of data collection tools used in scientific study are primary and secondary 

techniques. 

 

3.10.1 Primary data collection technique 

 

A structured questionnaire was used in this study to gather the primary data. Primary data is 

defined as research data collected from research participants during the research process 

(Struwing and Stead, 2013). The participants’ responses were collected by means of a 

questionnaire. Driscoll (2011) states that primary data is mostly collected through a survey. 

Based on the above definitions, data can be collected by researchers through a questionnaire 

and an interview schedule. 

 

3.10.2 Secondary data collection technique 

 

Secondary data during a research process is collected through existing sources (Rabianski, 

2003). Other authors are of the view that there are three groups of secondary data collection 

techniques. These include raw data that are in existence, such as summarised figures, as well 

as written theories in the form of articles, theses and scientific journals (Habermann, 2003). 

Scientific data gathered through secondary sources provides more speed and lesser retrieval 

costs, in contrast to primary tools (Walliman, 2011). 

 

3.11 RESEARCH INSTRUMENT 

 

The instrument the researcher used for the collection of data from the respondents for this 

research was a seven-point Likert Scale questionnaire. The questionnaire for the study was 

divided into sections A to E, with various statements and responses.  
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The researcher customised Section A of the questionnaire to include demographic 

information, including the educational background of the employees, their age and marital 

status. The focus of Section B was to access employees’ information, their expectations and 

requirements towards their present job. These questions supported a series of related 

literature on incentives, employees’ performance, and reward systems. Section C took into 

account non-financial and financial incentives to determine their impact on work performance. 

Section D of the questionnaire was designed in line with the type and characteristic of each 

incentive; the section included how the incentives are implemented based on the present work 

environment of the ALM as an organisation. Section E focused on employees’ knowledge and 

work experience.  

 

3.11.1 Pre-testing of the research instrument 

 

A pilot study of the research tool is defined as a key initial stage of the research process 

(Gomm, 2009). The research tool used in collecting data in this study was assessed with a 

few samples from the participants and experts (Bless, Higson–Smith and Kagee, 2006). The 

primary objective was to ascertain probable errors and lack of efficient design of the questions 

in order to make adjustments before the research instruments were distributed (Lapan and 

Quartaroli, 2009). The researcher conducted cognitive testing to make further determinations 

regarding problems, as stated in the questionnaires during their development (Neuman, 

2011). 

 

The researcher involved 20 employees in the research setting, who were not part of the 

research sample. Identified ambiguities regarding the questions were amended prior to the 

administration stages.  

 

3.12 VALIDITY AND RELIABILITY OF THE RESEARCH INSTRUMENT 

 

The key fundamentals of an accurate research instrument are reliability and validity (Gaur and 

Gaur, 2009). As stated by Zikmund (2003), a study validates the research instrument through 

a pre-testing exercise. According to Zikmund (2003), validity is defined as the ability of each 

instrument scale or measuring to assess what it is designed to measure. Thus, the content 

validity throughout this research was made possible through pre-testing the research 

instrument among experts and a few employees of ALM. The process of pre-testing was 

performed on a small scale, referred to as exploratory, with samples of a less rigorous nature. 
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Reliability is referred to as a research exercise through which applicable measures are without 

mistakes, thus resulting in a high level of consistency (Zikmund, 2003).  

   

Another criterion of a good research tool is the level of practicability. A research tool is practical 

provided it shows elements of economical interpretability and if it is convenient. In addition, a 

measuring tool is convenient if the tool can be easily administered to participants. Easy 

administration of a research tool entails the general layout and the nature of the design. For 

instance, the questionnaire must be set out in a detailed format, with clear questions and with 

examples of the instructions for the participants to provide guidance to them (Cooper and 

Schindler, 2008). One of the reasons why the questionnaire for this study was practical could 

be ascribed to its format. The researcher designed the questionnaire in a structured format; 

thus, its completion by employees of ALM was manageable and convenient. Due to the format, 

the researcher was able to capture the final research data with ease. A further indication that 

employees were able interpret all the items with ease was that the final data analysis and 

report on the research outcomes were also completed with ease.  

 

3.13 ANALYSIS OF RESEARCH DATA 

 

Babbie (2010) describes data analysis as the process of data interpretation to achieve specific 

study objectives for conclusions to be drawn from the research outcomes. This study was 

quantitative; thus, descriptive statistics, in addition to Cronbach’s alpha coefficient, were 

applied to analyse the data (Welman, Kruger and Mitchell, 2005). Besides, the researcher 

applied frequencies and percentages to identify various characteristics of the study sample.  

 

Out of the 150 seven-point Likert Scale questionnaires distributed by the researcher, all were 

collected and analysed. The processes of coding began early. The coded data were entered 

into the computer program by means of a Microsoft Excel spreadsheet (Microsoft Office, 

2003). The software version 17.0 was employed during the process. Two main tools, namely, 

descriptive and inferential analytical tools, were utilised. A summary of the data was done by 

means of graphical presentations in order to interpret the research outcomes. 
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3.14 DATA ANALYSIS PROCEDURE 

 

Data analysis is also known as “breaking down” the research data into various component 

with the view to answer questions design for research (Terre Blanche and Durrheim, 2002). 

Different steps were followed during the data analysis process in this study. These include 

data editing and coding reliability and validity of data through empirical works as well as 

analysis of statistical data. The entire process of data analysis involves decreasing empirical 

data to become very convenient, produce summaries and in search for various patterns 

employed during statistical processes. The main idea in analysing data is to convert data into 

a decision making format (Cant, Gerber-Nel and Kotze, 2005). Key issues such as the 

variables required statistical analysis plans and measurement scale. 

 

Considering the empirical data, this research employed descriptive statistics the Pearson’s 

Chi-square test and cross tabulation. However, empirical data is expected to be edited and 

coded prior to the final analyses, the study utilised the most recent IBM program of statistical 

package for social sciences (SPSS) version 24. 

 

3.15 DATA ANALYSIS STEPS 

 

This research applied the following steps to analyse the empirical data. 

 

 Data editing 

 

Editing entails an in-depth and critical evaluation of the entire questionnaire in line with various 

rules applicable to gathering research data (Cooper and Schindler, 2006). The authors further 

add that the primary aim of analysing data is for the researcher to deal with uncompleted 

empirical data during the research processes. Through data editing errors such as including 

omissions; are found and rectified where appropriate for confirmation in order to meet the 

expectations as required (Cant Gerber, Nel and Kotze, 2005). Drawn from the above, it can 

be stated that without doubt that the main purpose of data editing was the potential to 

guarantee not only the accuracy but also the inconsistency with the research questions. Next, 

is the coding preceded the completed questionnaires. 
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 Coding 

 

The primary goal of coding data was the ability of the researcher to convert respondents’ 

answers in line with the survey questions into different codes of symbols which are fed into 

the SPSS. According to Cooper and Schindler (2006) data coding is a process where figures 

are assigned to various symbols to provide answers in search of responses grouped into 

categories. Two –hypes of coding approaches were applied in this study. These include pre-

coding as well as the final coding. The pre-coding phase involves the process of assigning 

codes to participants’ responses options prior to the start of empirical work. This is followed 

by printing of relevant codes on the questionnaires. This research pre-coding done at the time 

of data collection and entering the data into the Microsoft excel. 

 

3.16 DESCRIPTIVE STATISTICS 

 

Descriptive statistics aimed at data description through investigative means of distributing 

scores for every single variable (Terre Blanche and Durrheim, 2002). Besides, the descriptive 

statistics establish whether variable scores as stated on the research questions related to one 

another. By adopting descriptive statistics, the researcher is allowed to present data for easy 

interpretations. Hence, this study utilised frequency tables, graphs and pie charts for 

descriptive statistics.  

 

3.16.1 Inferential statistics analysis 

  

Inferential statistics according to Cooper and Schindler (2006) are employed where 

hypotheses are to be tested. Research hypotheses are developed and tested in this study. 

The researcher made use of cross-tabulation and chi-square test to determine the significant 

relationships between variables.  

 

3.16.2  Pearson’s chi–squared test 

 

The chi-squared test is a statistical means used to investigate categorical data observe using 

expected data in line with a particular hypothesis (Mesqunita, 2010). One of the key aims of 

using the chi-square test was to test association between different variables by means of 

tabulating two variables. As a non-parametric test, chi-square tests are conducted using two 

related distribution yet distinct circumstances; namely: 
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(i) By the estimate of relationship between an observed distribution as well as expected 

distribution of goodness of fit test and 

(ii) To estimate whether two research variables are independent in this study, the researcher 

applied comparisons using the chi-square distribution in addition with known degrees of 

freedom that leads to the p- value. Decision-making regarding the outcomes of the 

statistics in based on whether to reject or accept the hypotheses. In instances where the 

p-value is less in comparison to the “alpha” of 0.05 then the null hypothesis in rejected 

(Maholtra, 2010). 

  

3.17 ETHICAL CONSIDERATIONS 

 

An ethical certificate and a letter of approval were issued to the researcher by the DUT Ethics 

Committee in order for her to begin the research process. Moreover, ALM’s municipal 

manager provided the researcher with a letter that granted permission for her to conduct the 

study utilising employees of the organisation. A voluntary participation letter, as well as a letter 

of informed consent were also issued to and signed by each of the participants. In addition, 

prior to distributing the questionnaires, the aims and the objectives that underpin this study 

were clearly explained to the participants at a meeting arranged by the researcher. Thereafter, 

the employees were asked to sign a written informed consent form (Annexure D). 

 

3.18 CHAPTER SUMMARY 

 

This chapter outlined the various methods that were adopted as part of the study’s quantitative 

approach. The approaches included gathering primary data set using a seven-point Likert 

Scale questionnaire (Annexure A) hand delivered by the researcher to the employees of ALM. 

The chapter also explained the issues of validity and reliability of the research instruments. 

Furthermore, the chapter gave account of the ethical issues that underpinned the work 

considerations. The next chapter highlight the results from the analysed data. 
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CHAPTER FOUR 
 

RESULTS AND DISCUSSION 
 

 

4.1 INTRODUCTION 

 

The previous chapter detailed the research methods applied to collect the primary data. The 

primary focus of this chapter is to assess the effectiveness of incentives in relation to employee 

performance in ALM. The final presentation will explain the empirical data, based mainly on 

the fieldwork. Data from the seven-point Likert Scale questionnaire, entered into the Statistical 

Package for the Social Sciences (SPSS) program, aided descriptive and inferential statistics.     

 

This chapter attempts to study, present and discuss the data collected by means of the 

appropriate statistical techniques, as stated in the previous chapter. It addresses the research 

questions raised in Chapter one and tests the assumptions based on the literature in Chapter 

two. The questionnaire entails five sections of varying context. All the questions in the 

questionnaire are drawn from the literature. The first part of Section A of this chapter reports 

on the demographics of the respondents. Section B, being the main part of the chapter, 

provides the analyses of the perceptions or the views regarding non-financial and financial 

incentives. In analysing this section, Pearson’s Chi-Square tests and cross-tabulation are 

applied to determine the relationships between the variables, namely non-financial incentives, 

financial incentives, and employee performance.  

 

SECTION A 

 

4.2 DEMOGRAPHICS OF RESPONDENTS 

 

4.2.1 RESEARCH RESPONDENTS AND RATE OF RESPONSE 

 

This study included males and females of ALM in KZN Province of South Africa. One hundred 

and fifty questionnaires were administered to various departments that were earmarked for 

this research. This number represents a 100% response rate. This is an excellent rate as the 

rate is above the standard industry figure of between 40 and 60 percent (Mugenda and 

Mugenda, 2003). 
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4.3 RESPONDENTS’ DEMOGRAPHICS 

 

This section summarises the demographic characteristics of the respondents, such as age, 

marital status, and academic qualification, period of employment, marital status, population 

group, ethnic group, employment status and current position. Even though the study did not 

seek to determine whether assessing the impact of incentives towards employees’ 

performance within ALM was affected by any of the demographics, there was, however, the 

likelihood that the incentive strategy was positively correlated to one or two of the 

demographics. 

 
4.3.1: Respondents’ age groups 
 

 Purpose of question 

The purpose of Question A1 in Section A of the questionnaire was to examine the age groups 

of the sampled population to identify the respondents’ age groups. 

 

 Results obtained 

Figure 4.1 illustrates the age groups of the respondents from ALM who participated in this 

study. 

 
 
Figure 4.1: Respondents’ age groups 
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 Analysis of the results 

Figure 4.1 shows that the dominant age group of the respondents was 40-49 (42%), followed 

by 30-39 (36.7%), then 20-29 (14.7%), and the smallest group was aged between 50 and 59 

(6.7%). This indicates that 48.7% of the respondents were older than 40. 

 

4.3.2: Marital status of the respondents 

 

 Purpose of the question 

The purpose of Question A2 in Section A of the questionnaire was to identify the marital status 

of the sample population. 

 

 Results obtained 

The marital status of the respondents are stated in Figure 4.2 below. 

 

Figure 4.2: Marital status of the respondents 

 

 

 Analysis of the results 

Figure 4.2 above indicates that the majority of the respondents was single (52%), followed by 

married (33%), respondents living together (7%), widowed (5%), and the smallest group was 

divorced (3%). According to the figure above, the marital status of the respondents varied 

widely.  
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4.3.3: Academic qualifications of respondents 

 

 Purpose of the question 

 

The purpose of the question was to determine the respondents’ level of qualification as it plays 

an important role in employee performance. The educational level of the employees 

determines, to a great extent, their responses and their understanding of the subject matter.  

 

 Results obtained 

 

The academic qualifications of respondents are stated in Table 4.3 below. 

 

Figure 4.3: Academic qualifications of respondents 

 

 

 

 Analysis of the results 

 

The data shows that 46% of the respondents held diplomas. Next were the respondents who 

had master’s degrees (14%) and honours degrees (13%). Those who had bachelor’s degrees 

(9%) and certificates (7%) followed, while the remainder of the respondents (5%) had a matric 

certificate. This finding implies that most employees of ALM are qualified; meaning incentives 

are key to improve their performance and increase objectives of the organisation. This is 

consistent with recent study by Snelgar, Renard and Venter (2013) which revealed that 
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demographic factors play critical role impacting employees reward. According to Nienaber, 

Bussian and Henn (2011), demographic elements are known to play different roles in the 

organisation. 

 

4.3.4: Number of years a respondent worked at the Municipality 

 

 Purpose of the question 

 

The purpose of Question A4 in Section A of the questionnaire was to determine the 

respondents’ length of service at the Municipality as this could indicate whether they fully 

understood or related to the subject in question.  

 

 Results obtained 

The number of years the respondents worked at ALM are indicated in Figure 4.4 below. 

 

Figure 4.4: Number of years a respondent has worked at the Municipality  

 

 

 Analysis of the results 

 

With respect to work experience, the respondents were asked to indicate the number of years 

they had worked at ALM. From the data above, the majority of the respondents had worked 

for more than ten years (39%), followed by between six and ten years (39%), and four to five 

years (15%). The remainder of the employees worked between one and three years (7%). 
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This could imply that most employees continued to enjoy the incentives offered by ALM. This 

finding shows that the bulk of employees worked for longer periods; for over ten years. The 

implications are that more employees acquired enough experience in the organisation. The 

finding was in line with a study which revealed that demographic elements impact on 

employees’ performance (Chiang and Birtch, 2006).  

 

4.3.5: Percentage of respondents by gender 

 

 Purpose of the question 

 

The purpose of the Question A5 in Section A of the questionnaire was to determine the gender 

of the respondents who participated in the study. 

 

 Results obtained 

 

Figure 4.5 below displays the gender of the respondents who took part in the study.  

 

Figure 4.5: Respondents by gender 

 

 

 Analysis of the results 

 

Figure 4.5 depicts that female employees accounted for over half (59%) of the total 

respondents, while males accounted for 41%. This is a reflection of a fair gender composition 

in the Municipality. The result revealed that more female are employed in ALM in contrast to 
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men. According to a recent study by Nienaber et al. (2011), female in organisations strongly 

prefer better remuneration and favourable working climate than male. This implies that in order 

to improve performance among the female employees (who are in majority) in ALM, 

management is required to make provision for better working climate and offer competitive 

remuneration packages. Von Bonsdorff (2011) in another study argued that the male 

employees are known to prefer non-financial rewards as compared to female in organisation.   

 

4.3.6: Population group 

 

 Purpose of the question 

The purpose was to include every racial group. The sample of the study was a fair 

representation of all the races in South Africa. 

 

 Results obtained 

 

Figure 4.6 displays the population groups of the respondents who participated in the study 

 

Figure 4.6: Population group 
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 Analysis of the results 

 

Figure 4.6 illustrates that the respondents represented all the population groups in South 

Africa. Black Africans constituted the majority (58%) of the respondents, followed by 

Coloureds (15%), whites (15%) and Indians (12%). The data indicates that most of the 

respondents were Africans.  

 

4.3.7: Religious denomination 

 

 Purpose of the question 

 

The purpose of Question A7 in Section A of the questionnaire was to define the religious 

denomination of the respondents who participated in the study. 

 

 Results obtained 

 

Figure 4.7 displays the religious denomination of the respondents who participated in the 

study. 

 

Figure 4.7: Religious denomination 
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 Analysis of the results 

 

Figure 4.7 reveals that the vast majority (96%) identified with Christianity, compared to 4% 

with Islam.  

 

4.3.8: Employment status 

 

 Purpose of the question 

 

The purpose of Question A8 in Section A of the questionnaire was to determine the 

employment status of the respondents. 

 

 Results obtained 

 

Figure 4.8 displays the employment status of the respondents who participated in the study. 

 

Figure 4.8: Employment status 

 

 

 Analysis of the results 

 

As shown in Figure 4.8 above, 100% of the respondents were permanent employees of ALM.  
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4.3.9: Current position 

 

 Purpose of the question 

The purpose of Question A9 in Section A of the questionnaire was to determine in the target 

population whether everyone was given an equal opportunity to participate in the study, from 

higher levels (senior staff) to lower levels (junior staff).  

 

 Results obtained  

Figure 4.9 displays the results of the respondents who participated in the study. 

 

Figure 4.9: Current position 

 

 

 Analysis of the results 

 

Figure 4.9 indicates that the majority (69%) of the respondents were non-managerial staff. 

This was followed by senior managers (14%), program managers (9%), and assistant 

managers (8%). This implies that the majority of the employees were junior staff members; 

thus, the management of ALM needs to promote incentive packages in line with promotion 

opportunities.   
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4.4 PERCEPTIONS REGARDING NON-FINANCIAL INCENTIVES  

 

This section is designed to evaluate to what extent the respondents agree or disagree with 

the fact that employment requirements are aligned with the non-financial incentives of the 

Municipality. This could imply that ALM employed qualified individuals. However, this result 

does not reflect a better level of performance.  

 

4.4.1: Requirement not aligned to incentive 

 

 Purpose of the question 

The purpose of Question B1 (Section B) of the questionnaire was to identify whether 

employment requirements were aligned to incentives in the Municipality. 

 

 Results obtained 

Table 4.1 shows the responses from the respondents regarding non-financial incentives in 

the Municipality. 

 

Table 4.1: Responses to “Requirement not aligned to incentives”                               

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 45 30.0 

Slightly agree 0 0.0 

Agree 80 53.3 

Strongly agree 25 16.7 

Total 150 100.0 

 

 Analysis of the results 

 

From Table 4.1, it can be seen that the majority (53.3%) of the respondents agreed that the 

employment requirement was aligned to the incentives. Moreover, 30% were neutral and 

16.7% strongly agreed. This result implies that most employees are happy with the existing 

employment requirements. The implication is that existing incentives are not in line with 

organisational requirements. This finding is inconsistent with recent study which revealed that 
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financial rewards are tied to employees understanding of the nature of individual roles 

(Armstrong, 2009). 

 

4.4.2: Non-financial incentives push employees to work hard 

 

 Purpose of the question 

 

The purpose of Question B2 in Section B of the questionnaire was to determine whether non-

financial incentives push employees to work hard. 

 

 Results obtained 

Table 4.2 below indicates the opinions of the respondents who participated in the study. 

 

Table 4.2: Responses to “Non-financial incentives push employees to work hard” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 6 4.0 

Slightly disagree 0 0.0 

Neutral view 11 7.3 

Slightly agree 30 20.0 

Agree 103 68.7 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.2 above indicates that the majority (68.7%) of the respondents agreed that non-

financial incentives pushed employees to work hard. However, 20% of the respondents slightly 

agreed, while 4% disagreed that non-financial incentives pushed employees to work hard. 

This implies that the management of ALM needs to provide employees with more non-financial 

incentives as it makes them work harder. This outcome indicates that majority agreed to the 

sentiment that non-financial enhance performance. This implies that providing more non-

financial incentives to ALM employees could increase and improve the level of performance. 

The finding concurred with recent study by Lewis (2013) which revealed that non-financial 

incentives namely compliments and admiration encourages employees to perform better. 
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Similar study by Aktar et al. (2012) confirmed that non-financial incentives increase the 

performance of employees. 

 

4.4.3: Non-financial incentives lack employee motivation 

 

 Purpose of the question 

 

The purpose of Question B3 in Section B of the questionnaire was to determine whether 

non-financial incentives lack employee motivation. 

 

 Results obtained 

Table 4.3 outlines the opinions of the respondents who participated in the study. 

 

Table 4.3: Responses to “Non-financial incentives lack employee motivation” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 19 12.7 

Slightly disagree 0 0.0 

Neutral view 13 8.7 

Slightly agree 22 14.7 

Agree 55 36.7 

Strongly agree 41 27.3 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.3 above shows that 64% of the respondents agreed/strongly agreed with the 

statement that non-financial incentives lacked employee motivation. Furthermore, 14.7% of 

respondents slightly agreed, while 8.7% were neutral, and 12.7% disagreed with the 

statement. This finding does not agree with recent study by various authors. According to 

Erbasi and Arat (2012), a study conducted in Turkey revealed that any kind of incentives 

improves performance. This means employee improvement in performance does not only rely 

on non-financial incentives as an enhancement tool of performance.  
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4.4.4: Promotion opportunities not linked to non-financial incentives 

 

 Purpose of the question 

 

The purpose of Question B4 in Section B of the questionnaire was to analyse whether 

promotion opportunities were not linked to non-financial incentives as an incentive to promote 

effectiveness in performance. 

 Results obtained 

 

Table 4.4 outlines the opinions of the respondents who participated in the study. 

 

Table 4.4: Responses to “Promotion opportunities not linked to non-financial incentives” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 13 8.7 

Slightly agree 0 0.0 

Agree 97 64.7 

Strongly agree 40 26.7 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.4 shows that 64.7% of the respondents agreed that promotion opportunities were not 

linked to non-financial incentives, while 26.7% strongly agreed. Only 8.7% of the respondents 

remained neutral. The implications of this finding is that promoting employees or making 

available several changes to promotion opportunities in the form of non-financial incentives in 

the organisation are not based on promotion. As revealed by Reena and Shakil (2009), 

promotion and bonus payments increase employees’ motivation and to enhance the level of 

performance. 
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4.4.5: Non-financial incentives promote quality work 

 

 Purpose of the question 

 

The purpose of Question B5 in Section B of the questionnaire was to determine whether non-

financial incentives promote quality work in the workplace. 

 

 Results obtained 

Table 4.5 summarise the responses by the respondents who participated in the study. 

 

Table 4.5: Responses to “Non-financial incentives promote quality work” 

Opinion N % 

Strongly disagree 0 0.0 

Disagree 32 21.3 

Slightly disagree 22 14.7 

Neutral view 18 12.0 

Slightly agree 0 0.0 

Agree 63 42.0 

Strongly agree 15 10.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.5 shows that 42% of the respondents agreed with the statement “Non-financial 

incentives promote quality work in the workplace”, while 10% strongly agreed. Moreover, 

14.7% of the respondents slightly agreed with the statement, whilst 21.3% disagreed. Only 

12% remained neutral. Majority agreed to the sentiment that promotion tied to non-financial 

incentives enable employees to perform quality work. This finding is in agreement with a study 

by Reena and Shakil (2009) which indicated that promotion and bonus payments motivate 

and enhance performance of employees. Again, this finding does not mean that only non-

financial incentives are sources used to promote quality tasks in the organisation. There are 

other factors that need the attention of employers. Other non-financial incentives such as leave 

packages, bonus payments based on individual outputs and medical benefits are some of the 

elements that can be applied to enhance quality work in the organisation.    
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4.4.6: Non-financial incentives promote productivity 

 

 Purpose of the question 

 

The purpose of Question B6 (Section B) of the questionnaire was to determine whether non-

financial incentives promote productivity in the workplace. 

 

 Results obtained 

 

Table 4.6 depicts the responses from the respondents regarding the statement that “Non-

financial incentives promote productivity in the workplace”. 

 

Table 4.6: Responses to “Non-financial incentives promote productivity” 

Opinion N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 30 20.0 

Agree 70 46.7 

Strongly agree 50 33.3 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.6 illustrates that 80% of the respondents agreed or strongly agreed that non-financial 

incentives promote productivity in the workplace. Only 20% of the respondents slightly agreed. 

 

4.4.7: I am more satisfied with non-financial incentives than salaries/wages 

 

 Purpose of the question 

 

The purpose of Question B7 (Section B) of the questionnaire was to determine the 

respondents’ views in respect to the statement, “I am more satisfied with non-financial 

incentives than salaries/wages”. 
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 Results obtained 

 

Table 4.7 summarise the responses from the respondents regarding the statement, “I am 

more satisfied with non-financial incentives than salaries/wages”. 

 

Table 4.7: Responses to “I am more satisfied with non-financial incentives than 

salaries/wages” 

Opinion N % 

Strongly disagree 0 0.0 

Disagree 48 32.0 

Slightly disagree 15 10.0 

Neutral view 20 13.3 

Slightly agree 15 10.0 

Agree 52 34.7 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.7 shows that 34.7% of the respondents agreed with the statement, “I am more satisfied 

with non-financial incentives than salaries/wages”, while 10% strongly agreed, and 13.3% 

were neutral. In addition, 32% of the respondents disagreed and 10% slightly agreed. 

 

4.4.8: Lack of non-financial incentives effect on employee satisfaction 

 

 Purpose of the question 

 

The purpose of Question B8 (Section B) of the questionnaire was to determine whether the 

lack of non-financial incentives affected employee satisfaction.  

 

 Results obtained 

Table 4.8 presents the answers of the respondents who participated in the study. 
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Table 4.8: Responses to “Lack of non-financial incentives effect on employee satisfaction” 

Opinion N % 

Strongly disagree 0 0.0 

Disagree 20 13.3 

Slightly disagree 0 0.0 

Neutral view 3 2.0 

Slightly agree 10 6.7 

Agree 82 54.7 

Strongly agree 35 23.3 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.8 shows that 70% of the respondents agreed/strongly agreed with the statement, 

“Lack of non-financial incentives effect on employee satisfaction”. This was followed by 6.7% 

of the respondents who slightly agreed, while 2% remained neutral. Moreover, 13.3% 

disagreed with the statement. This data implies that the employees in the Municipality highly 

valued non-financial incentives as a motivational tool. Aktar et al. (2012) study supports the 

view that non-financial incentives, such as learning opportunities, progress and 

acknowledgement, increased employees’ performance. 

 

4.5  EFFECTS OF INCENTIVES ON EMPLOYEE PERFORMANCE IN THE 

ORGANISATION  

 

In this section, the respondents were asked to indicate to what extent they agreed or disagreed 

with the statement, as stated above. 

 

4.5.1: Employees’ salaries affects performance 

                                                 

 Purpose of the question 

 

The purpose of Question C8 (Section C) of the questionnaire was to determine whether 

employees’ salaries affect performance in the workplace. 
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 Results obtained 

 

Table 4.9 shows the responses from the respondents to the statement “Employee salaries 

affect performance”.                                                

 

Table 4.9: Responses to “Employee salaries affect performance”                                                  

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 0 0.0 

Agree 42 28.0 

Strongly agree 108 72.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.9 shows that 72% of the respondents strongly agreed with the statement, while 28% 

agreed. This implies that an employee’s salary is a strong motivational tool that can influence 

his/her performance in the Municipality. 

 

4.5.2: I think non-financial incentives should be linked to performance 

 

 Purpose of the question 

 

The purpose of Question C9 (Section C) of the questionnaire was to assess the respondents’ 

answers to the statement above. 

 

 Results obtained 

 

Table 4.10 summarises the responses from the respondents regarding the statement, as 

stated in Section 4.4.2. 
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Table 4.10: Responses to “I think non-financial incentives should be linked to performance” 

 OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 21 14.0 

Agree 40 26.7 

Strongly agree 89 59.3 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.10 shows that 86% of the respondents agreed or strongly agreed with the statement, 

“I think non-financial incentives should be linked to performance”, while 14% slightly agreed. 

 

4.5.3: Do you agree that incentives are essentials? 

 

 Purpose of the question 

 

The purpose of Question C10 (Section C) of the questionnaire was to assess the respondents’ 

answers to the question, as stated in Section 4.5.3 above.  

 

 Results obtained 

Table 4.11 summarises the responses by the respondents to the question in Section 4.5.3. 
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Table 4.11: Responses to “Do you agree that incentives are essentials”   

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 0 0.0 

Agree 58 38.7 

Strongly agree 92 61.3 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.11 shows that 100% of the respondents agreed or strongly agreed with the question 

in Section 4.5.3. 

 

4.5.4:  Are you satisfied with your present salary? 

 

 Purpose of the question 

 

The purpose of Question C10 (Section C) of the questionnaire was to assess respondents’ 

responses to the question in Section 4.5.4.  

 

 Results obtained 

Table 4.12 indicates the respondents’ responses to the question, as stated in Section 4.5.4. 
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Table 4.12: Responses to “Are you satisfied with your present salary?” 

OPINION N % 

Strongly disagree 21 14.0 

Disagree 97 64.7 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 21 14.0 

Agree 11 7.3 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.12 indicates that more than three-quarters (78.7%) of the respondents disagreed or 

strongly disagreed. However, 14% of the respondents slightly agreed, while 7.3% agreed. 

 

4.5.5: Working environment affects employee performance 

 

 Purpose of the question 

 

The purpose of Question C11 (Section C) of the questionnaire was to assess the responses 

of the respondents to the statement in Section 4.5.5.  

 

 Results obtained 

 

Table 4.13 summarises the responses of the respondents to the statement, as stated in 

Section 4.5.5. 
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Table 4.13: Responses to “Working environment affects employee performance” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 19 12.7 

Slightly agree 20 13.3 

Agree 57 38.0 

Strongly agree 54 36.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.13 indicates that almost three-quarters (74%) of the respondents agreed or strongly 

agreed that the working environment affects employees’ performance. In addition, 13.3% of 

the respondents slightly agreed, while 12.7% were neutral. 

 

4.5.6: Do you agree that changes in the present incentive system improves employee 

performance? 

 

 Purpose of the question 

 

The purpose of Question C12 (Section C) of the questionnaire was to assess the answers of 

the respondents to the question in Section 4.5.6.  

 

 Results obtained 

 

Table 4.14 indicates the respondents’ responses to the question, as stated in Section 4.5.6. 
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Table 4.14: Responses to “Do you agree that changes in the present incentive system 

improve employee performance?” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 8 5.3 

Slightly agree 10 6.7 

Agree 50 33.3 

Strongly agree 82 54.7 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.14, the majority (54.7%) of the respondents strongly agreed that changes to the 

present incentive system had improved employee performance, while 33.3% agreed. 

Moreover, 6.7% of the respondents slightly agreed, while 5.3% remained neutral. 

 

4.5.7: Incentives in any firm improves work quality 

 

 Purpose of the question 

 

The purpose of Question C13 (Section C) of the questionnaire was to explore the respondents’ 

opinions on improvements in the quality of work in a workplace, linked to incentives. 

  

 Results obtained 

 

Table 4.15 shows the respondents’ opinions on the statement in Section 4.5.7. 
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Table 4.15: Response to “Incentives in any firm improve work quality” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 9 6.0 

Agree 49 32.7 

Strongly agree 92 61.3 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.15 shows that an overwhelming majority (94%) of the respondents agreed or strongly 

agreed that incentives improved work quality. Furthermore, 6% slightly agreed with the 

statement. This finding confirms that adequate incentives can improve the quality of work in 

the Municipality. 

 

4.6 EXTENT TO WHICH INCENTIVES IMPROVE PERFORMANCE  

 

In this section, respondents were asked to indicate to what extent incentives improve 

performance. 

 

4.6.1: Incentives increase employee performance 

 

 Purpose of the question 

 

The purpose of Question D1 (Section D) of the questionnaire was to determine the extent to 

which incentives improve performance. 

 

 Results obtained 

Table 4.16 shows the respondents’ answers on the statement in Section 4.6.1. 
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Table 4.16: Responses to “Incentives increase employee performance”                           

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 0 0.0 

Agree 114 76.0 

Strongly agree 36 24.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.16 shows that more than three-quarters (76%) of the respondents agreed that 

incentives increased employee performance, while 24% strongly agreed with the statement. 

  

4.6.2: Better improvement through non-monetary outcomes 

 

 Purpose of the question 

The purpose of Question D2 (Section D) of the questionnaire was to determine the extent to 

which incentives improve performance. 

 

 Results obtained 

Table 4.17 shows the respondents’ responses to the statement, as stated in Section 4.6.2. 
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Table 4.17: Responses to “Better improvement through non-monetary outcomes” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 5 3.3 

Neutral view 15 10.0 

Slightly agree 13 8.7 

Agree 86 57.3 

Strongly agree 31 20.7 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.17 reveals that three-quarters (78%) of the respondents agreed or strongly agreed 

with the statement. In addition, 8.7% of the respondents slightly agreed, while 10% remained 

neutral, and 3.3% slightly disagreed with the statement. This finding concurred with recent 

study that non-monetary incentives are viewed to be very effective in organisations in contrast 

to tasks which are based on monetary elements (Nolan, 2012). In organisations where each 

employees are aware of equal accountabilities, the level of performance improves (Chiu, Wai-

Mei and Li-Ping, 2002).  

 

4.6.3: Work in groups 

 

 Purpose of the question 

 

The purpose of Question D3 (Section D) of the questionnaire was to determine the extent to 

which “Work in groups” is used as an incentive to increase performance. 

 

 Results obtained 

Table 4.18 shows the respondents’ views on the statement, as stated in Section 4.6.3. 

 

 

 

 

 



   

83 
 

Table 4.18: Responses to “Work in groups” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 31 20.7 

Slightly disagree 32 21.3 

Neutral view 53 35.3 

Slightly agree 30 20.0 

Agree 4 2.7 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.18 shows that 42% of the respondents disagreed or slightly disagreed that working in 

groups increased performance, 35.3% remained neutral, while 22.7% agreed or slightly 

agreed. 

 

4.6.4: Delegate tasks 

 

 Purpose of the question 

 

The purpose of Question D4 (Section D) of the questionnaire was to determine the extent to 

which the “delegation of tasks” increases performance. 

 

 Results obtained 

Table 4.19 shows the respondents’ opinions on the statement, as stated in Section 4.6.4,  
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Table 4.19: Responses to “Delegate tasks” 

OPINION N % 

Strongly disagree 3 2.0 

Disagree 4 2.7 

Slightly disagree 10 6.7 

Neutral view 10 6.7 

Slightly agree 31 20.8 

Agree 54 36.2 

Strongly agree 37 24.8 

Total 149 100.0 

 

 Analysis of the results 

 

Table 4.19 shows that the majority (61%) of the respondents agreed or strongly agreed, while 

20.8% slightly agreed and 6.7% remained neutral. However, 4.7% of the respondents 

disagreed or strongly disagreed, whilst 6.7% slightly disagreed with the statement. 

 

4.6.5: Promotion of employees 

 

 Purpose of the question 

 

The purpose of Question D5 (Section D) of the questionnaire was to determine the extent to 

which promotion, as an incentive, improves performance. 

 

 Results obtained 

Table 4.20 shows the respondents’ opinions on the promotion of employees, as stated in 

Section 4.6.5. 
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Table 4.20: Responses to “Promotion of employees” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 9 6.0 

Slightly agree 30 20.1 

Agree 55 36.9 

Strongly agree 55 36.9 

Total 149 100.0 

 

 Analysis of the results 

 

Table 4.20 indicates that almost half (73.8%) of the respondents agreed or strongly agreed 

with the statement, while 20.1% slightly agreed. Only 6% of the respondents remained neutral 

regarding whether promotion improves performance. This finding is consistent with previous 

study which echoed the sentiment that offering promotions encourage performance and 

efficiency of employees (Kosteas, 2009). 

 

4.6.6: Fringe benefits such as housing, a car, school fees and paid trips 

 

 Purpose of the question 

 

The purpose of Question D6 (Section D) of the questionnaire was to determine the extent to 

which fringe benefits such as housing, a car, school fees and paid trips improve performance. 

 

 Results obtained 

 

Table 4.21 shows the respondents’ opinions on whether fringe benefits such as housing, a 

car, school fees and paid trips improve performance. 
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Table 4.21: Responses to “Fringe benefits such as housing, car, school fees and paid trips” 

OPINION N % 

Strongly disagree 0 0.0 

Disagree 0 0.0 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 0 0.0 

Agree 114 76.0 

Strongly agree 36 24.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.21 shows that 100% of the respondents agreed and strongly agreed that fringe 

benefits, such as housing, a car, school fees and paid trips, improved performance. This 

finding is consistent with a study by Adeyinka et al. (2007) in which it was found that fringe 

benefits increased productivity. Further study revealed that making employees to work in a 

happy environment creates positive attitudes among employees; thus show commitment to 

increase performance at individual levels (Newman and Sheikh, 2011).   

 

4.7 IMPACT OF NON-FINANCIAL INCENTIVES ON EMPLOYEE 

PERFORMANCE  

 

4.7.1: My managers allow free expression on issues of incentives 

 

 Purpose of the question 

 

The purpose of Question E1 (Section E) in the questionnaire was to determine whether free 

expression on the issue of incentives improves employee performance.  

 

 Results obtained 

Table 4.22 shows the respondents’ opinions on whether free expression improves 

performance. 
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Table 4.22: Responses to “My managers allow free expression on issues of incentives”    

OPINION N % 

Strongly disagree 38 25.3 

Disagree 80 53.3 

Slightly disagree 32 21.3 

Neutral view 0 0.0 

Slightly agree 0 0.0 

Agree 0 0.0 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.22 indicates that 78.6% of the respondents disagreed or strongly disagreed with the 

above statement, while 21.3% slightly disagreed that their managers allowed free expression 

on the issue of incentives. The outcomes of this study reported dissatisfaction to the statement 

“my manager allow free expressions on issues of incentives”. Respondents in tables 4.22 and 

4.23 showed respondents are not involved in decision making and there are no different 

promotion paths. It is not amazing in that this findings resonate with Herzberg theory that 

states accountability, recognition and developing opportunities encourage the employees. 

Regarding dissatisfaction, the result of this study were found to be consistent with hygiene 

factors that indicates quality of supervision, conditions at work and unsatisfactory salary levels.  

 

4.7.2: Managers seek employees’ opinions on decision-making on non-financial 

concerns 

 

 Purpose of the question 

 

The purpose of Question E2 (Section E) in the questionnaire was to determine whether 

seeking employees’ opinions on decision-making on non-financial concerns improves 

performance. 
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 Results obtained 

 

Table 4.23 shows the respondents’ views on whether a decision by managers to allow 

employees’ opinions improves employee performance. 

 

Table 4.23: Responses to “Managers seek employees’ opinions on decision-making on non-

financial concerns” 

OPINION N % 

Strongly disagree 28 18.7 

Disagree 122 81.3 

Slightly disagree 0 0.0 

Neutral view 0 0.0 

Slightly agree 0 0.0 

Agree 0 0.0 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.23 shows that 81.3% of the respondents disagreed, while 18.7% strongly disagreed 

that managers sought employees’ opinions on decision-making on non-financial concerns. 

 

4.7.3: Awards given to employees by different institutions  

 

 Purpose of the question 

 

The purpose of Question E3 (Section E) of the questionnaire was to determine whether giving 

awards to employees by institutions improve performance. 

 

 Results obtained 

 

Table 4.24 shows the respondents’ views on the statement in Section 4.7.3. 
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Table 4.24: Responses to “Awards given to employees by different institutions”  

OPINION N % 

Strongly disagree 32 21.3 

Disagree 91 60.7 

Slightly disagree 0 0.0 

Neutral view 27 18.0 

Slightly agree 0 0.0 

Agree 0 0.0 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.24 indicates that 60.7% of the respondents disagreed, 21.3% strongly disagreed, 

while 18% of the respondents were neutral on the fact that awards given to employees by 

different institutions improved performance. 

 

4.7.4: Through different promotional paths in the organisation 

 

 Purpose of the question 

 

The purpose of Question E4 (Section E) in the questionnaire was to determine whether 

different promotional paths in the organisation improve performance. 

 

 Results obtained 

 

Table 4.25 shows the responses of the respondents on whether different promotional paths 

improve employee performance. 
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Table 4.25: Responses to “Through different promotional paths in the organisation” 

OPINION N % 

Strongly disagree 32 21.3 

Disagree 81 54.0 

Slightly disagree 13 8.7 

Neutral view 17 11.3 

Slightly agree 7 4.7 

Agree 0 0.0 

Strongly agree 0 0.0 

Total 150 100.0 

 

 Analysis of the results 

 

Table 4.25 shows that the majority 54% of the respondents disagreed, while 21.3% strongly 

disagreed with the statement. Moreover, 8.7% slightly disagreed and 11.3% remained neutral. 

Only 4.7% of the respondents slightly agreed that different promotional paths improved 

performance. 

 

SECTION B 

 

4.8 INFERENTIAL STATISTICS 

 

This section highlights the researcher’s probability to generalise the empirical research to 

include a larger population. According to McNabb (2013), there are three aims of inferential 

statistics. These include the ability to generalise, provide estimates and make future 

predictions. Rubin (2010) mentioned two kinds of inferential statistics: parametric and non-

parametric evaluation. While parametric tests entail assumptions of population estimates 

through interval data, non-parametric tests do not exclude population, as well as homogeneity 

and normality (Jackson, 2014). 

 

This empirical research applied non-parametric tests to examine the significant relationship 

between variables. In order to determine the relationships between variables, this empirical 

research applied the Pearson’s Chi-Square test and cross-tabulations.   
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4.9 HYPOTHESES TESTING 

 

Fink (2008) describes a research hypothesis as a theory that is not proven; yet it can be tested 

through empirical research. According to Jackson (2011), if you correctly test a hypothesis, 

predictions are clearly stated. The primary aim of a hypothesis centres on theory testing as 

part of an organised system, which entails assumptions as well as principles to provide 

explanations to research phenomena (Fink, 2008). This research aim, which assesses the 

data analysis for this research, is organised as follows. First, the descriptive data analysis was 

conducted and followed the testing of the formulated research by hypotheses. Each 

hypothesis was tested through inferential statistics of non-parametric tests to ascertain the 

degree of significance. This statistical evaluation was based on a 95% confidence interval 

level. 

 

4.10 TESTING FORMULATED HYPOTHESES 

 

An assessment of formulated hypotheses entails applications of inferential techniques to 

determine the credible hypothesis of the target population of the research. According to Cant 

(2011), through statistics, the probability that a specific hypothesis is true or otherwise is 

ascertained. The primary method used to report an outcome of statistical means require 

statements of statistical importance. A p-value is performed based on a statistical test. In the 

process, a significant statistical outcome is showed as “p<0.05” throughout the results. The 

following hypotheses were formulated for this study: 

 

H1N: There is no significant relationship between academic qualifications and performance 

level. 

H1A: There is a significant relationship between academic qualification and performance level. 

H2N: There is no significant relationship between the impact of non-financial incentives and 

performance level. 

H2A: There is a significant relationship between the impact of non-financial incentives and 

performance level. 

H3N: There is no significant relationship between the impact of financial incentives and 

performance level. 

H3A: There is a significant relationship between the impact of financial incentives and   

performance level. 
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4.11  Cross-tabulation and Pearson’s Chi-Square Test 

 

In other to test for association, this research employed the Pearson’s Chi-square test. The 

primary aim of utilising Pearson’s Chi-square was to determine the possible relationship 

between variables (dependent and independent). In addition, cross-tabulation was employed 

to conduct the views and responses of the respondents to ascertain the association between 

the respondents’ perceptions in terms of the importance of the factors that affected 

performance level. Different variables included non-financial incentives and academic 

qualifications. The p-value was the applicable tool that was employed to make a decision to 

reject or not to reject the null hypothesis. For instance, where the p-value is less than an 

“alpha” of 0.05, the null hypothesis is not accepted (Malhotra, 2007). 

 

Table 26:  Cross tabulation of academic qualifications versus performance level 

    Academic qualifications 

    

Matric 
Certificat

e Diploma 
Bachelor’
s Degree 

Honors 
Degree / 

Post 
Graduate 
Diploma 

Master’s 
Degree 

Doctoral 
Degree Total 

    
N % N % N % N % N % N % N % N % 

Competency 
performance 
level 

Unacceptable 
performance 

0 0.0 2 9,1 9 40,9 1 4,5 7 31,8 2 9,1 1 4,5 22 100 

Performance 
not fully 
effective 

6 6,1 4 4,0 52 52,5 7 7,1 9 9,1 17 17,2 4 4,0 99 100 

 

From the table above we observe that majority (40.9%) of respondents who rated 

unacceptable performance obtained diploma qualifications. Respondents whose performance 

were not fully effective 52.5%. 

 

 Testing the hypotheses 

 

H1N: There is no significant relationship between academic qualification and performance 

level. 

H1A: There is a significant relationship between academic qualification and performance level. 

 

 

 

 

 

 

 



   

93 
 

Table 27:  Level of performance and academic qualifications 
  

Pearson Chi-Square Tests 

    Academic qualifications 

Competency performance level Chi-square 10,706 

df 6 

p-value 0.098 

 

A non-parametric Pearson’s Chi-square test was conducted to test for the significant 

relationship between academic qualifications and competency performance level at 5% level 

of significance. The result reveals that there is no statistically significant relationship between 

academic qualifications and competency performance level at a p-value greater than 0.05, 

Pearson’s Chi-square (6) =10.706, p-value=0.0.098. Thus, academic qualifications do not 

differ significantly in the likelihood of competency performance level. This implies that the two 

variables are not dependent on each other. No matter the educational qualifications, 

performance could increase. Improvement in performance depends among others on skills, 

training and resources. As researchers Snelgar, Renard and Venter (2013) stated 

demographic factors including education as critical factor that impact employees’ rewards. 

Ben and Camilus, (2012) argued that employees’ level of performance decreases as the level 

of education increases.  

 

Table 28: Level of impact of non-financial incentives versus performance level 

  
  
  

  
  
  

Level of impact of non-financial incentives on performance 

Low Moderate High Total 

N % N % N % N % 

Competency 
performance 
level 

Unacceptable 
performance 

0 0,0% 20 90,9% 2 9,1% 22 100,0% 

Performance not 
fully effective 

0 0,0% 84 84,8% 15 15,2% 99 100,0% 

 

From Table 3 above, the majority of the respondents with unacceptable performance (90.9%) 

had a moderate perception of the impact of non-financial incentives on performance. 

Additionally, the majority of the employees whose performance was not fully effective (84.8%) 

had a moderate perception of the impact of non-financial incentives on performance. 

 

 Testing the hypotheses 

 

H2N: There is no significant relationship between competency performance level and of level 

of impact of non-financial incentives. 
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H2A: There is a significant relationship between competency performance level and of level of 

impact of non-financial incentives. 

 

Table 29:  Level of impact of non-financial incentives versus performance level 
 

 

 

 

 

A non-parametric Chi-square test was conducted to test for the significant relationship 

between the level of impact of non-financial incentives and competency performance level at 

5% level of significance. In Table 4 above, there is no significant relationship between the level 

of impact of non-financial incentives and the competency performance level at a p-value 

greater than 0.05, Chi-square (1) =0.548 p-value=0.459. Thus, this level of impact of non-

financial incentives does not differ significantly in the likelihood on the competency 

performance level.  

 

This outcome could be further explained that employees of ALM are able to perform their 

duties without relying on payment of non-financial incentive. Employees are not expected to 

perform towards the achievement of set goals unless non-incentives are paid. Depending on 

the core tasks of each employees need other resources to deliver. In order for employees to 

deliver and improve levels of performance, other resources are required aside non-financial 

incentives. This finding differs from the research findings by Buchan et al. (2000) the study 

revealed that non-financial incentives relate to personal mental and emotional achievements. 

Other scientists including Lewis (2013) agreed that non-financial incentives impact positively 

on employee performance.  

 

It can be stated that on personal level, non-financial is likely to enhance performance through 

the mental and emotional satisfaction of employees. Without the payment of non-financial 

incentives employees could increase performance and reach set goals of the organisation 

provided other incentives are provided. Employees must be allowed to receive other forms of 

incentives during the course of their duties. A study by Ayers (2005) add that the organisational 

climate serves as critical motivational tool which enable employees to do their utmost in order 

to achieve the goals of the organisation through the enhancement of employees level of 

performance. Regarding effectiveness, the environment where employees work such as the 

level of comfort and enough safety measures impact on employees’ level of performance in 

the organisation.    

    
Level of impact of non-financial incentives on 
performance 

Competency 

performance level 

Chi-square 0,548 

Df 1 

p-value 0.459 
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Table 30: Level of impact of financial incentives versus performance level 

  
  
  

  
  
  

Perceived impact of financial incentives on performance 

Low Moderate High Total 

N % N % N % N % 

Competency 
performance 
level 

Unacceptable 
performance 

0 0,0% 3 13,6% 19 86,4% 22 100,0% 

Performance not 
fully effective 

0 0,0% 22 22,2% 77 77,8% 99 100,0% 

 

From Table 30 above, we observe that the majority of the respondents with unacceptable 

performance (86.4%) have a high perception of the impact of financial incentives on 

performance. Additionally, the majority of the employees whose performance is not fully 

effective (77.8%) have a high perception of the impact of financial incentives on performance. 

 

 Testing the hypotheses 

 

H3N: There is no significant relationship between the level of impact of financial incentives and 

competency performance level.  

H3A: There is a significant relationship between the level of impact of financial incentives and 

competency performance level. 

  

Table 31: Level of impact of financial incentives versus performance level 

Pearson Chi-square Tests 

    Perceived Impact of financial incentives on performance 

Competency 

performance level 

Chi-square 0,809 

df 1 

Sig. 0.368 

 

A non-parametric Chi-square test was conducted to test for the significant relationship 

between the level of impact of financial incentives and a competency performance level at 5% 

level of significance. From Table 6 above, there is no significant relationship between the level 

of impact of non-financial incentives and competency performance levels at a p-value greater 

than 0.05, Chi-square (1) =0.809; p-value=0.368. Thus, in this sample the level of impact of 

financial incentives does not differ significantly in the likelihood of level of performance. This 

implies that financial incentives are not the only means of improving employees’ level of 

performance. Aside financial incentives, there are other elements that contributes to growing 

performance in the organisation. This finding is in disagreement of a study by Yavuz (2004) 

which revealed that financial incentives push and control improvement in employees’ 
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performance. Sajuyigbe, Olaoye and Adeyemi (2013) confirmed that rewards paid to 

employees increase output and enhance performance.  

 

4.12 SUMMARY 

 

This chapter presented the results of the data analysis. The analysis was based on the 

objectives that were set out in Chapter one. The demographic analysis showed a skewed 

employee demographic. The majority of the respondents were black Africans, at 58%; then, a 

small percentage of other ethnic groups. The majority of employees appeared to understand 

that the purpose of incentives on performance management was that of identifying employees' 

job performance, and helping them to improve their skills. It also helps to keep employees and 

organisational objectives aligned. Regardless of financial or non-financial incentives, 

incentives are designed to encourage individuals or groups to exert more effort, work harder 

and perform better. It is recommended to use multiple incentive packages (financial/non-

financial) and to reduce the dissatisfaction of employees regarding incentives. The study 

suggests that the organisation use effective reward programmes to better achieve its 

organisational objectives and influence employee behaviour. 
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CHAPTER FIVE 
 

CONCLUSION, RECOMMENDATIONS AND MANAGEMENT IMPLICATIONS 
 

 

5.1 INTRODUCTION 

 

Throughout the preceding chapters, the researcher discussed the study area, research 

background, problem statement, and methodology, including data analysis. This was followed 

by detailed theoretical framework to discuss and provide explanations for the variables used 

to formulate the research hypotheses. This chapter presents a conclusive report on the 

empirical work. Hence, the chapter starts by highlighting the review of the purpose of the 

research. Thereafter, the researcher provides summaries in line with the research outcomes. 

The next section of this chapter makes recommendations and finally outlines future empirical 

research. 

 

5.2 AIM OF THE RESEARCH 

 

The primary purpose of this empirical research was to assess the effectiveness of incentives 

towards employees’ performance in ALM. Employees from different department of the 

organisation formed part of the target population. Data for this research was collected through 

a seven7-point Likert Scale questionnaire. The questionnaire was detailed, with structured 

questions, and it was based on literature. The data collected from the respondents (N=120) 

was analysed by using the SPSS statistical tool for descriptive data. 

 

5.3 PRIMARY OUTCOMES OF THE EMPIRICAL RESEARCH 

 

Incentives, either financial or non-financial, serve the primary purpose of increasing 

employees’ level of performance (Promberger et al. 2012; Kosolapov, 2012). Through 

sufficient evidence, the present empirical research is in support of this statement. This study 

(Table 4.16) revealed that 100% of the respondents agreed that incentives stimulated the 

performance of employees.  

 

Several theories were applied in this research to understand the impact of incentives on 

performance. For instance, theories indicate that certain factors, namely remuneration, job 

satisfaction and an improved working environment, are required to ensure a sustained 

organisation. Based on the responses, it was found that the level of employment is linked to 
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employee incentives. Another finding that emerged from the research was that the majority of 

the respondents were of the opinion that non-financial incentives enhanced employees’ 

performance. Besides, most of the respondents strongly agreed that non-financial incentives 

were unable to provide motivation to employees; thus, a great cause for concern was the lack 

of performance. In terms of promotion opportunities (non-financial incentives), the findings 

revealed that non-financial incentives were not linked to performance. 

 

Drawn from the empirical research outcomes, the conclusion reached was that the research 

constructs, namely financial and non-financial incentives, showed mixed outcomes regarding 

the effect on employee performance. Otherwise, the independent variables had a positive and 

negative effect on employee performance.  

 

Regarding the formulated hypotheses, the study showed that academic qualifications and 

non-financial and financial incentives did not differ significantly in regards to the competency 

level of performance. However, according to the literature, not all incentives differ from the 

competency level of performance. According to Wine et al., Gilroy and Hantula (2012), 

employees’ reward preferences change due to the definite time of payment; this implies that 

payments to employees depend on their specific needs. Zingheim (2010) states that 

employees seek value from the payment received; hence, rewards must drive them to perform 

well in the organisation. De Waal and Jansen (2011) add that bonuses as an incentive are at 

times effective or ineffective on the performance of the organisation. 

 

In summary, empirical outcomes confirmed that depending on the time and needs of individual 

employees, incentives could affect the effectiveness of individuals’ performance within the 

organisation. In the same light, incentives (either financial or non-financial) could easily have 

a negative effect on performance.  

 

The next section outlines recommendations that can improve the effectiveness of incentives 

in an organisation; thus, increasing the existing levels of performance in the organisation.          

 

5.4 CONCLUSION 

 

The research outcomes fulfilled the basic objective by demonstrating mixed results. Financial 

incentives affect employee performance and increase productivity (Kosolapov, 2012). Despite 

previous research, which indicated that incentives increased productivity and enabled 

organisations to reach set objectives, the empirical findings of this research showed varying 

findings, such as: 
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 Academic qualification does not differ significantly on the competency performance 

level. 

 Non-financial incentives do not differ significantly on the competency performance 

level. 

 There is no significant relationship between the level of impact of financial incentives 

and competency performance levels. 

 

Adeyinka, Ayeni and Popoola (2007) argued that attempts to use salaries as a motivator, and 

payment systems in line with performance, pensions, fringe benefits and special allowances, 

need to be altered to suit the assigned tasks of employees. However, this research has shown 

that non-financial incentives do not differ significantly from the level of performance. 

 

The research outcomes also revealed that financial incentives motivate employees to perform 

better (Ali and Ahmed, 2009). This theoretical outcome is backed by a study by Locke and 

Latham (2004). Aside from all the positive outcomes, most of the respondents indicated that 

non-financial incentives are unable to motivate them. Furthermore, this research points to the 

fact that non-financial incentives are likely to promote quality of work within the organisation. 

Newman and Sheikh (2011) state that happiness create a positive attitude among employees 

to become more committed and to increase their level of performance. 

 

Drawing from the empirical findings, promotion opportunities are not linked to non-financial 

incentives in the organisation. Recent studies have warned that non-financial incentives are 

negatively linked to employees’ performance and productive growth. The empirical outcomes 

of this research further showed that other non-financial incentives promote productivity. 

Regarding salaries and wages, the respondents in this study showed disagreement regarding 

the fact that salaries and wages are more significant to productivity and personal performance. 

The employees in the research also indicated that without non-financial incentives, individuals 

in the organisation were dissatisfied. 

 

In conclusion, through various theoretical frameworks and empirical research, this study laid 

the foundation (with adequate information) to prove the effectiveness of incentives in ALM. As 

stated before, these research outcomes cannot be generalised to include public 

establishments or the private sector as this research’s target population of 120 employees 

was small. Thus, empirical research on a larger scale is required to endorse its reliability. Yet, 

the outcomes can be applied as a guide in different countries that share the same social 

working environment as ALM. Finally, future research could be conclusive in determining the 
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present state of performance in order to fine-tune the various incentive packages to suit 

employees. 

 

In summary, the outcomes of this research put in perspective the various forms of incentives, 

which according to the respondents, affected them in positive and negative ways in terms of 

performance. According to the respondents, incentives in general increased their performance 

and their quality of work, while their salaries as well as the working environment affected their 

performance. Non-financial incentives in the form of fringe benefits, such as a car, housing 

and paid trips also impacted employees’ performance.  

 

The scientific evidence on incentives and performance packages as well as the ability of 

incentives to increase the level of performance have significant positive impact on the 

objectives of organisation. Though no incentive frameworks were found by the researcher, 

other scientific theories such as Maslow’s hierarchy of needs and Porter-Lawler theory are 

linked to employee performance. For instance, employees’ needs could be the main 

motivation factor that increases employee performance. Vroom’s theory is unable to make 

enough suggestions regarding employee satisfaction. Maslow’s theory on the other hand, was 

found to be the most relevant for this research. However, as indicated by Odendaal and Roodt 

(2006), the Vroom’s theory recommend three key elements namely expectancy instrumentality 

and valence which according to research are motivational factors that establish acceptable 

level of performance. 

 

Within the working climate, the theory of expectancy is perceived as valuable source of 

employee motivation (Lunenburg, 2011). Recent empirical outcomes by Mager and Sibilia 

(2010) emphases that to attain longer sustainability elements of motivation based on hierarchy 

need of Maslow must be implemented. The model further revealed that employees’ need and 

the organisation’s objective are not properly aligned, the final outcomes could be low 

motivation. 

 

Regarding the effectiveness of incentives, literature indicate that providing appropriate 

packages in accordance to employee needs there could be significant improvement in 

performance (Panggabean, 2004). The outcomes of the literature further highlights that given 

proper non-financial incentives could enhance performance of employees. 
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5.5 RECOMMENDATIONS 

 

To ensure that adequate incentives packages are drawn, management must do the following 

as prescribed by Lowenberg Jr, 2007; Gunawan and Febrianto, 2011). 

 

 Structure a long-term employee retention program 

 Reduce employee stress levels in the organisation 

 Improvement to the live quality of employees 

 Understand the main elements that enhance productivity and establish ongoing level 

of employee performance 

 Management must endeavour to balance incentives in the organisation in line with 

individual assigned tasks as a fundamental measurement tool of motivation to instil 

improvement in the organisation (Petrescu and Simon, 2008). 

 

Drawing from empirical statistics, as revealed through the analysis, the ensuing 

recommendations are proposed: 

 

5.5.1 Non-financial incentives 

 

The research has shown that the majority of employees agreed that fringe benefits increased 

performance and productivity. Based on a similar context, Aktar et al (2012) found that non-

financial incentives, such as career advancement, opportunities, and a challenging work 

environment, increased performance. Therefore, creating excellent non-incentive package 

systems for the employees in ALM is critical in increasing their performance and raising 

productivity in the Municipality. 

 

5.5.2 Financial incentives 

 

The management of ALM should endeavour to maintain a balanced system of motivating 

employees. According to Agwu (2013), the implementation of adequate systems of reward 

that influence employees’ job performance is crucial. The management of ALM needs to 

structure financial incentives to suit all the employees and they should be in line with the type 

of tasks that are assigned to individuals. Financial incentives such as salaries, wages and 

bonuses need the urgent attention of management. This is in line with the literature that states 

that financial incentives provide accountability and encouragement to employees in order to 

increase performance (Yavuz, 2004). 
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5.5.3 Work environment 

 

Given the research outcomes, which indicated that the majority of respondents agreed that 

the working climate increased performance, the study recommends that the management of 

ALM provide a favourable working climate. According to Bau and Dowling (2001), in an 

organisation where better reward systems are applied, employees are able to demonstrate 

high levels of performance. 

 

In light of these research outcomes, a further recommendation is that the management of ALM 

develop a suitable customizable incentive package system, according to each employee’s 

needs, based on assigned tasks. Another recommendation includes the improvement of 

personal relationships among employees across departments. Other recommendations 

include providing monthly meal packages (non-financial) for all employees; organising team-

building initiatives on a quarterly basis (non-financial); setting aside specific dates every month 

to enable employees to take a day off for personal leisure time; and providing tasks that are 

more interesting through job rotation (without adding tasks).  

 

5.5.4 Packages of merit payments 

 

To ensure that the organisation attain set objectives through the effectiveness of incentives, 

top management need to institute a merit payment system for the purpose of motivating and 

to retain existing workforce. One benefits of adopting the packages of merit payment schemes, 

is twofold; contribute to employees’ performance once motivated. Furthermore, offering merit 

payments, reinforce individuals levels of motivation, positive work ethics and attitudes to tasks 

assigned to individuals and impact directly on the effectiveness of the organisation. In adopting 

this systems, it is vital that management work in partnership with employees. The inputs of 

employees are significant; thus, bonding relationships between management and the 

workforce. 

 

5.5.5 Application of Flexible packages    

 

Drawing from the research outcomes, the researcher proposed the use of flexible packages 

plans (FPP). Adopting the FPP enable the working class the chance to be able to select from 

multitude of sources on offer that are suitable to their immediate needs. The FPP if properly 

apply has the utmost advantages to stimulate and significantly impact the level of employee 

performance. Through the FPP approach, employees are well allowed to choose from 

multitude alternatives. Thus, eliminating other incentives within the organisation that does not 
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benefit and improve employees’ performance. In developing the FPP packages, top 

management must include employees’ inputs. By doing so, management does not   only allow 

employees to own the FPP but to allow them to add value to the existing incentive packages. 

Finally, the FPP allows the entire workforce of the organisation to satisfy their personal needs. 

In order to make sure that incentives are effective the researcher provide additional 

recommendation in section 5.5.6 below.     

 

5.5.6 Effectiveness of incentives 

 

The management of ALM should establish a broader and inclusive definition of incentive policy 

framework in the organisation with the primary intention of getting clarity of purpose, endorse 

by the entire employees. Management should further make available detailed, comprehensive 

incentive policy shared with every employees as well as the objectives of the organisation, 

roles and tasks of employees and specific incentive packages tied to the individual roles and 

tasks in the organisation. It is key to adopt the incentive policy framework that work best for 

the organisation. In establishing the broader and inclusive definition, it is significant to 

understand the culture and immediate environment of ALM, create specific purpose with 

shared vision. Creating the broader incentive definition for understanding shared 

responsibilities to demonstrate individual levels of commitment which leads to effective 

packages that enhances employees’ performance.   

 

5.6 MANAGEMENT IMPLICATIONS 

 

In putting together incentive packages to be implemented, the management of organisations 

should be focused on various incentive packages, including the financial aspects of incentives. 

Apart from this, the non-financial aspects (such as the working environment) should be 

considered. These forms of incentives are perceived to enhance performance and employee 

productivity. 

 

These research outcomes have serious scientific implications for public establishments, such 

as ALM. These establishments and their human resource departments, as well as the existing 

political, economic and social climate, should steer towards restructuring their incentive 

packages. Effectively, some incentives are designed for the recognition of employees’ 

performance and the psychological achievements of employees. Thus, it is important for 

management to institute certain criteria that enable the specific performance in public 

organisations. 
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In practical terms, the research outcomes illustrate that improving the various factors of 

rewarding employees should be encouraged and motivated to increase individual’s efforts to 

stimulate performance and increase productivity. The implication for managers is that more 

and better incentive systems of job-related packages are required. However, in order to attain 

set objectives, these packages must be aligned to the performance targets of the organisation.  

 

5.7 RESEARCH CONTRIBUTION 

 

The outcomes of this empirical research provide several but related contributions to 

understand employee incentives. Through this research, the management of public institutions 

and private sector organisations can see the effects of incentives on employee performance. 

In particular, in local municipalities in South Africa where service delivery protest is on the 

increase, both non-financial and financial incentives could be seen as key determinants of 

employee job satisfaction. The research provides concrete empirical evidence that better 

remuneration packages, with additional incentives, motivate employees to stimulate 

performance in the organisation. Furthermore, the outcomes that emerged from this research 

provide the necessary platform that could offer assistance to other academics and scholars in 

search of scientific studies to improve employee performance. 

 

Human resource management could apply these research outcomes during employees’ 

evaluation processes, which are aimed at improving employee performance. Besides, these 

outcomes could be used as an enhancement tool to existing recruitment and selection 

procedures in an organisation.  

 

Lastly, the outcomes showed various management challenges relating to the job dimensions 

for various managers in ALM. Applying some of the recommendations could enable the 

management to see the employees’ potential to enhance performance and realise set 

organisational objectives.  
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5.8 SUMMARY 

 

This chapter draws on the research conclusions, recommendations and implications for 

management based on the key constructs of incentives and performance. These two 

constructs contribute significantly to chapter 2 of the literature section of this empirical 

research. The researcher designed a structured questionnaire which was hand delivered to 

120 employees of ALM. These employees formed the active participants of this research that 

provided data for over two weeks. Some of the empirical data collected were used for 

biographical information such as age, gender, racial group, educational qualifications, marital 

status, number of years employed, population group, employment and religious status and 

current position (refer to section 4.2).   

 

The final conclusions that emerged were based on various types of incentives and level of 

employee performance (refer to paragraph 5.4) as well as the final relationship between 

variables of demographic elements and the level of employee performance (refer to paragraph 

4.8.4). The researcher made practical recommendations in line with different issues identified 

from literature (refer to chapter 2) which are confirmed during the empirical research. Final 

recommendations were based on different types of incentives. Other recommendations took 

into account the work environment, payment packages and flexible packages plan (FPP). The 

researcher provided specific recommendation on effectiveness of incentives for 

considerations (refer to paragraph 5.5.6). 

 

Finally, the researcher gave account of the management implications of this empirical 

research (refer to paragraph 5.6). These implications include the focus on incentive packages 

namely the financial incentives. In addition, different forms of non-financial incentives 

especially the working environment of employees. Furthermore, the human resource 

department was featured as the key player in restructuring employees’ packages of incentives 

towards the realization of the improved employees’ performance in the organisation.    
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Annexure A 

 

QUESTIONNAIRE: 

Assessing the effectiveness of incentives towards employees’ 

performance in Abaqulusi Local Municipality. 

 

CONTACT DETAILS: 

Nokulunga Ngwenya 

Cell: 082 229 3316 or 078 157 8246 

 

Email:Phiwahcroco@gmail.com 

 

QUESTIONNAIRE ON ASSESSING THE EFFECTIVENESS OF INCENTIVES TOWARDS 

EMPLOYEES’ PERFORMANCE IN ABAQULUSI LOCAL MUNICIPALITY. 
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PLEASE NOTE 

This questionnaire must only be completed by employees of selected Abaqulusi Local Municipality  

 

All information in this questionnaire will be treated with utmost confidence. Information will only be used 

for academic purposes.  

 

Instructions for completion:  

 

1.  Please answer the questions as objectively and honestly as possible.  

2.  Place a cross (x) in the space provided using a pen, at each question which reflects your answer 

the most accurately.  

Use the following key: 1 = Strongly disagree; 2 = Disagree; 3= Slightly disagree; 4 = Neutral view; 

5 = Slightly Agree; 6 = Agree 7 = Strongly agree.  
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E1  
  1 2 

3 4 5 6 7 

 

3. Please answer all the questions, as this will provide more information to the researcher so that an 

accurate analysis and interpretation of data can be made. 

 

It is hoped that you will find this questionnaire interesting. 

Thanks for your willingness to participate.  
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SECTION A   

Demographic information 

The personal information is needed for statistical analysis of data. All responses will be treated in 

confidence. 

Mark the applicable block with a cross (X). Complete the applicable information. 

 

A1 Please provide 

your age group?  

≤19 20-29 30-39 40-49 50-59 60+ 

(01)   (02)        (03)          (04)             (05)               (06) 

 

A2 Please state your 

marital status. 

Single Married Divorced Widowed Living 

together 

(01)          (02)               (03)              (04)              (05) 

 

A3 Which of the following represents your highest academic qualification?  

  Matric  (01) 

 Certificate  (02) 

 Diploma  (03) 

 Bachelor’s Degree  (04) 

 Honors Degree / Post Graduate Diploma  (05) 

 Master’s Degree  (06) 

 Doctoral Degree  (07) 

                

A5 For how long have you been working with the KZN Provincial Treasury  

  Less than one (1) year  (01) 

  1-3 years  (02) 

 4-5 years  (03) 

 6-10 years  (04) 

 More than 10 years. Please specify  (05) 

 

A6 Indicate your gender  

  Male  (01) 

  Female  (02) 
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A7 Indicate your  

population group 

Black White Coloured Indian Others 

(01)               (02)                 (03)                 (04)                (05) 

A8 Please kindly indicate your ethnic group: 

Christianity Judaism Islam Other  

(01)                             (02)                                   (03)                          (04) 

A9 What is your present employment status  

  Permanent  (01) 

  Contract  (02) 

 Part-time  (03) 

 

A10 Which of the following represent your current position  

  Municipal Manager  (01) 

  Senior Manager  (02) 

 Assistant Manager  (03) 

 Program Manager  (04) 

 Chief policy analyst   (05) 

 Financial Controller  (06) 

 Assistant Financial Controller  (07) 

 Non-Managerial  (08) 

 

SECTION B 

 Indicate your intention to change present employment 

Please indicate your perception regarding non-financial incentive. 

Please indicate to what extents do you agree or disagree with the statements. Mark the applicable 

block with a cross (x) 
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B1 Requirement not aligned to 
incentive. 

1 2 3 4 5 6 7 

B2 Non-financial incentive push 
employees to work hard. 

1 2 3 4 5 6 7 

B3 Non-financial incentive lack 
employee’s motivation. 

1 2 3 4 5 6 7 
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B4 Promotion opportunities are not 
linked to non-financial incentives. 

1 2 3 4 5 6 7 

B5 Non-financial incentives promote 
quality work. 

1 2 3 4 5 6 7 

B6 Non-financial incentives promote 
productivity. 
 

1 2 3 4 5 6 7 

B7 I am satisfied with non-financial 
incentives than salaries/wages. 
 

1 2 3 4 5 6 7 

B8 Do you agree that lack of incentives 
affect employee performance?   

1 2 3 4 5 6 7 

 

SECTION C 

Please indicate the effects of incentives on employee performance in the organisation. 

Please indicate to what extents do you agree or disagree with the statements. Mark the applicable 

block with a cross (x) 
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C1 Employee salary affect 
performance. 

1 2 3 4 5 6 7 

C2 I think non-financial incentives 
should be linked to performance. 

1 2 3 4 5 6 7 

C3 Do you agree that incentives are 
essentials?                         

1 2 3 4 5 6 7 

C4 Are you satisfied with your 
present salary? 

1 2 3 4 5 6 7 

C5 Do you think the working 
environment affect employee 
performance? 

1 2 3 4 5 6 7 

C6 Do you agree that changes in 
present incentive system 
improves employee performance  
 

1 2 3 4 5 6 7 

C7 My opinion is that incentives in 
any firm improves work quality. 
 

1 2 3 4 5 6 7 

 

SECTION D 

Indicate the extent to which incentives improve performance  

From the statements below indicate the level of improvement in performance as a result of incentives 
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Please indicate to what extent do you agree or disagree with the statements. Mark the applicable 
block with a cross (x) 
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D1 Do you agree that incentives 
increase employee performance? 

1 2 3 4 5 6 7 

D2 Better improvement through non-
monetary outcomes 

1 2 3 4 5 6 7 

D3 Work in groups 1 2 3 4 5 6 7 

D4  Delegate tasks 1 2 3 4 5 6 7 

D5 Promotion of employees 1 2 3 4 5 6 7 

D6  Fringe benefits such as housing, 

car, school fees and paid trips.  

1 2 3 4 5 6 7 

 

SECTION E 

Describe the impact of non-financial incentives on employee performance 

The statements below are about your views on effectiveness of non-financial incentives in your 

organisation. Select the exact impact of the non-financial incentives 

Please indicate to what extent do you agree or disagree with the statements. Mark the applicable 

block with a cross (x) 
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E1 My managers allow free 
expressions on issues of 
incentives. 

1 2 3 4 5 6 7 

E2 Managers seek employees 
opinion on decision making on 
non-financial concern 

1 2 3 4 5 6 7 

E3 Awards given to employees by 
different institutions 

1 2 3 4 5 6 7 

E4 Through different promotional 
paths in the organisation 

1 2 3 4 5 6 7 

 

THANKS FOR YOUR CO - OPERATION 
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Annexure B 

 

LETTER OF PERMISSION TO CONDUCT RESEARCH 
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Annexure C 

 
 
 

COVERING LETTER OF INFORMATION 
 

Dear Sir, Madam, I am conducting research to assess the impact of incentives towards 

employees’ performance in Abaqulusi Local Municipality. I will appreciate it if you will help me 

do this. 

 
Title of the Research Study: Assessing the effectiveness of incentives towards employees’ 

performance in Abaqulusi Local Municipality. 

 

Principal Investigator/s/researcher: Nokulunga Ngwenya (MTech:Business Administration) 

 

Co-Investigator/s/supervisor/s: Albert Tchey Agbenyegah (PhD) 

 
Brief Introduction and Purpose of the Study: In spite of growing attempts by employers to 

develop and implement a good system of incentives as the tool for employee motivation, it is 

not certain that incentives being financial or non-financial alone are the necessary motivators 

in the public sector organisation such as Abaqulusi Local Municipality. Given the existing 

context of South African municipalities, financial incentives in general for instance salaries and 

fixed wages is of huge problems to employees. Aside, being the creator of job opportunities 

and stability, financial incentives allows employees to enjoy lasting job security; employees 

are offered fixed financial benefits to equate the level of job performance. Within the public 

sector, there are no form of incentives which directly impact on performance based payment 

system in contrast to private organisations. 

 

Outline of the Procedures: A total of 150 participants will be recruited for this study. After 

signing an informed consent form, you will be asked to complete a questionnaire on exercise. 

This should take approximately 10 minutes of your time. Please answer all the questions. The 

researcher/assistants will be present if assistance is required. All questionnaires will be 

anonymous and no personal identifying information will be collected. 

 

Risks or Discomforts to the Participant: There is no risk or discomfort associated with 

participating in this research. 
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Benefits: The researcher will benefit by obtaining a Master’s degree. Abaqulusi employees 

will benefit from recommended strategies to improve the effectiveness of employees’ 

incentives towards performance. 

 
Reason/s why the Participant May Be Withdrawn from the Study: Participants are free to 

withdraw from the study at any time should you wish to do so without any consequence. 

 

Remuneration: Participant is voluntary and there are no payments associated with 

participation. 

 

Costs of the Study: There are no costs associated with participation in this study. 

 

Confidentiality: Privacy, anonymity and confidentiality will be ensured. The signed, informed 

consent forms will be collected separately from the survey questionnaire. No names or 

personal identifying information will be on the survey questionnaire. No reference will be made 

to specific individuals throughout the study. 

 

Research-related Injury: There will be no research related injury. 

 
Persons to Contact in the Event of Any Problems or Queries: 

Miss N. Ngwenya (082-2293316), Dr Albert Tchey Agbenyegah (033-8458876) or the  

Institutional Research Ethics administrator on 031 373 2900. Complaints can be reported to 

the DVC: TIP, Prof F. Otieno on 031 373 2382 or dvctip@dut.ac.za. 
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Annexure D 
 
 
 
 

 

CONSENT 

Statement of Agreement to Participate in the Research Study:  

 I -----------------------------------------------------hereby confirm that I have been informed by the 

researcher, ____________ (name of researcher), about the nature, conduct, benefits and 

risks of this study - Research Ethics Clearance Number: ___________,  

 I have also received, read and understood the above written information (Participant Letter 

of Information) regarding the study. 

 I am aware that the results of the study, including personal details regarding my sex, age, date 

of birth, initials and diagnosis will be anonymously processed into a study report. 

 In view of the requirements of research, I agree that the data collected during this study can 

be processed in a computerised system by the researcher. 

 I may, at any stage, without prejudice, withdraw my consent and participation in the study. 

 I have had sufficient opportunity to ask questions and (of my own free will) declare myself 

prepared to participate in the study. 

 I understand that significant new findings developed during the course of this research which 

may relate to my participation will be made available to me.  

 

 

____________________  __________  ______ _______________ 

Full Name of Participant  Date   Time   Signature / Right 

thumbprint  

I, ______________ (name of researcher) herewith confirm that the above participant has been fully 

informed about the nature, conduct and risks of the above study. 

_________________              __________  ___________________ 

Full Name of Researcher   Date   Signature 

_________________               __________  ___________________ 

Full Name of Witness (If applicable) Date   Signature 

_________________                 __________  ___________________ 

Full Name of Legal Guardian (If applicable) Date   Signature 

 

 

 
 



   

138 
 

Annexure E 

CERTIFICATE OF EDITING   

 

MARGARET LINSTRÖM 

LANGUAGE PRACTITIONER  

Honours degree (Language Practice), Master’s degree (Communication Science) (UFS) 

Member of the Professional Editors’ Guild 

082 777 3224   

 
 

26 October 2018 
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