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Abstract 

This study examines the extent to which direct financial rewards would lead to employee 

commitment in tertiary institutions in Rivers state. The population of this study includes 

senior staff of three universities in River state namely; University of Port Harcourt, Rivers 

State University and Ignatious Ajuru University of Education with a total of 5,437 senior 

staff. Our test of hypothesis was done using simple regression. The results show that there is 

a significant relationship existing between direct financial rewards and employee 

engagement. The study further recommends that management should ensure that a 

coordinated system is put in place to ensure people are remunerated based on their input 

towards the system. Those who have done much should be rewarded and celebrated while 

those who have done below average should be encouraged to work harder. 

Keywords: Direct financial reward, employee engagement, tertiary institutions, Rivers state, 

senior staff. 
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Introduction 

When employees experience engagement, a number of positive outcomes occur. Some of the 

outcomes of engagement link to other employee affective responses to work. For example, 

Kahn (1990) found that more engaged employees had higher employee participation in 

company programs, retention, receptiveness to change, and loyalty (Kular, Gatenby, Rees, 

Soane, & Truss, 2008). In addition, employee engagement has also been found to be related 

to less role conflict and stress; cynicism about the organization and its goals; and more sense 

of control over one‟s work environment; confidence in the future of the organization; sense of 

self-confidence in the ability to make change happen in the organization; willingness to learn 

and experiment; willingness to stay with the company (lower turnover or higher retention), 

etc.   

Ulrich & Brockbank (2005) have elaborated their understanding by referring to „engaged 

employees‟ as those who „work with a passion and feel a profound connection to their 

company and drive innovation and move the organization forward‟. In the UK, the CIPD 

(2007) refers to it as „passion for work‟ and the willingness to go the extra mile. Employee 

engagement as „the harnessing of organization members‟ selves to their work roles; in 

engagement, people employ and express themselves physically, cognitively, and emotionally 

during role performance (Lawler, 2003).  Others have noted the centrality of „vigor‟ in the 

idea of engagement – that is, feelings of strength and emotional energy in the workplace 

(Kular, et al 2008). Shaw (2005) defined engagement as „translating employee potential into 

employee performance and business success‟. This means changing the way employees 

perform „by utilizing the tools in the armoury of internal communication professionals‟. 

Employees would always give their maximum when they have a feeling of trust that their 

efforts will be rewarded by the management (Magjuka & Baldwin, 1991). There are many 

factors that affect employee performance like working conditions, worker and employer 

relationship, training and development opportunities, job security, and company‟s overall 

policies and procedures for rewarding employees, etc. Among all those factors which affect 

employee performance, motivation that comes with rewards is of utmost importance. 

Motivation is an accumulation of different processes which influence and direct our behavior 

to achieve some specific goal (Mahaney, Lederer, 2006). Rewards can be direct financial or 

indirect financial; direct financial rewards are tangible rewards and these rewards are external 

to the job or task performed by the employee. External rewards can be in terms of salary/pay, 

incentives, bonuses, promotions, job security, etc. Indirect financial rewards are intangible 

rewards or psychological rewards like appreciation, meeting the new challenges, positive and 

caring attitude from employer, and job rotation after attaining the goal. According to 

Mutunga (2009), there are two basic types of rewards, financial and non-financial, and both 

can be utilized positively to enhance performance behaviors of employees. Financial rewards 

mean pay-for-performance such as performance bonus, job promotion, commission, tips, 

gratuities and gifts etc. Non financial rewards are non monetary/non cash and it is a social 

recognition such as acknowledgement, certificate, and genuine appreciation etc. The non 

financial rewards are also called materials award (Serino, 2002). Desired performance can 

only be achieved efficiently and effectively, if employee gets a sense of mutual gain of 
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organization as well as of himself, with the attainment of that defined target or goal. An 

organization must carefully set the rewards system to evaluate the employee‟s performance at 

all levels and then rewarding them with whether visible pay for performance of invisible 

satisfaction. The concept of performance management has given a rewards system which 

contains; needs and goals alignment between organization and employees, rewarding 

employees both direct financially and indirect financially. The system also suggests where 

training and development is needed by the employee in order to complete the defined goals.  

Theoretical Framework 

The theoretical framework for this study is drawn from equity theory. 

Equity theory (Adams, 1965) draws from exchange, dissonance, and social comparison 

theories in making predictions about how individuals manage their relationships with others. 

Four propositions capture the objectives of the theory; firstly, individuals evaluate their 

relationships with others by assessing the ratio of their outcomes from and inputs to the 

relationship against the outcome/input ratio of a comparison with others. Secondly, if the 

outcome/input ratios of the individual and comparison with others are perceived to be 

unequal, then inequity exists. Thirdly, the greater the inequity the individual perceives (in the 

form of either overreward or underreward), the more distress the individual feels (Hatfield, & 

Sprecher, 1983). Fourthly, the greater the distress an individual feels, the harder he or she 

will work to restore equity and, thus, reduce the distress. Equity restoration techniques 

include altering or cognitively distorting inputs or outcomes, acting on or changing the 

comparison with others, or terminating the relationship. The theory's distress prediction is 

based upon the assumption that individuals are equally sensitive to equity; that is, the general 

preference is that outcome/input ratios be equal to that of the comparison with others. This 

premise has been termed the "norm of equity" (Greenberg, 1979), and both laboratory studies 

(Adler, 1935) and field research (Carrell & Dittrich, 1976) show support for the norm. Yet, 

research into reward allocations (i.e., how individuals distribute outcomes among receivers) 

has identified other norms that appear to contradict the norm of equity.  

Carrell & Dittrich (1978) for example, suggested three distribution rules that an individual 

might employ when allocating outcomes to others: (a) the contribution (equity) rule, where 

others are rewarded outcomes in proportion to their inputs; (b) the needs rule, where others 

are rewarded based upon their legitimate needs, and (c) the equality rule, where others 

receive equal outcomes irrespective of their individual inputs. These distribution rules, as 

Andrews (1967) indicated, suggest that different norms govern the allocation of rewards. 

Also, a number of studies (e.g., Greenberg, 1978) have shown that allocators do not 

universally adhere to the equity norm when distributing outcomes to others. Thus, evidence 

suggests that the norm of equity has important exceptions, at least in terms of how one 

allocates to others. Despite the absence of research into norms that receivers employ when 

evaluating their own outcomes, research on individual differences also suggests exceptions to 

the norm of equity. These exceptions include both demographic variables such as sex (Austin 

& McGinn, 1977), age (Hook & Cook, 1979), and nationality (Weick, Bougon, & Maruyama, 

1976), and personality traits such as the Protestant Work Ethic (Greenburg, 1979), 
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Machiavellianism (Blumstein & Weinstein, 1969), and interpersonal orientation (Merton, et 

al, 1983). Major and Mess, et al. (1973) indicated in their review of individual differences in 

justice behavior (i.e., reward distributions and reactions to injustice), the effects of individual 

differences also vary according to whether experimental subjects are allocating outcomes to 

themselves and/or others, or whether they are simply reacting to inequitable treatment from 

others.  

The notion of individual differences in regard to equity has received little systematic attention 

in the organizational behavior literature. In fact, two reviews of equity theory (Mowday, 

1983) have underscored the value of examining individual differences in equity research. Yet 

Major and Deaux (1982) concluded that much of this research is "scattershot" and 

"opportunistic" relying heavily on easily identifiable demographic variables and involving ex 

post facto reasoning from results. 

Direct Financial Rewards 

Direct financial compensation is most widely known and recognized form of compensation. 

Most sought after by workers, direct compensation is the money which is paid directly to 

employees in exchange for their labor. This includes everything from hourly wages, to set 

salaries, bonuses, tips and commissions (Allen & Kilmann, 2001). 

Ulrich & Brockbank (2005) indicates, for money to motivate, merit pay rises must be at least 

seven percent of base pay for employees to perceive them as motivating and to catch 

anybody‟s attention. Recent studies, for example by Jeffrey and Schaffer (2007) on the four 

methods of motivating employees indicated that money rated the second among lower-level 

employees. Such evidence demonstrates that money may not be the only motivator, but it‟s 

difficult to argue that it doesn‟t motivate. Another stream of analyses points out that people 

never rate money as their main motivator, most achievements are reached for reasons other 

than money, and it is a factor that attracts people but does not play a big role in retaining and 

motivating.  

Jeffrey and Schaffer (2007) point out, salary and other hygiene factors yielded dissatisfaction 

and only motivators directly influence motivation beyond the psychological neutral level. In a 

recent survey, by (Serino, 2002) direct financial reward played a critical role in attracting 

talented employees, but they have only a short term impact on the motivational levels of 

employees. Kohn, quoted by Armstrong (2007) challenge what he calls the behaviorists 

dogma about money and motivation. He claims that, no controlled scientific study has found 

a long-term enhancement of the quality of work as a result of any reward system. Slater, 

quoted by Armstrong (2007) also argued that the idea that everybody wants money is 

propaganda circulated by wealth addicts to make them feel better about their addiction. 

Armstrong (2007) further argued that, a closer look on how employees are motivated 

indicates that it becomes disturbingly clear that the more you use rewards to motivate, the 

more employees tend to lose interest in whatever they had to do to get the rewards. The more 

reinforcing the reward is, the more it erodes intrinsic interest. Therefore, various devices can 

be used to get employees to do something, but that is a far cry from making people want to do 
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something in this regard, nonmonetary rewards apply. Theorists therefore point out the value 

of challenging jobs, feedback, cohesive work teams and other nonmonetary factors as 

stimulants to motivation which should never be left out when addressing the subject of 

motivation in the workplace. 

Goodman & Friedman (1968) also contends that employees do work for money but they 

work even more for meaning in their lives. Where there is no meaning of work, there is 

greater loss of loyalty and commitment and pay should therefore not substitute for a working 

environment high on trust, fun, and meaningful work. The above simply mean, money should 

be used in conjunction with other motivating factors in order to win the attention of 

employees. However, according to Greenberg (1979), in a much publicized study, Gupta and 

her colleagues analyzed thirty-nine studies conducted over four decades and found that cold-

hard cash motivates workers whether their jobs are exciting or mundane in labs and real 

world settings alike. But the research team acknowledges that money is not the only factor 

that concerns employees noting that beyond a certain point higher salaries will make 

employees happier, but it will not buy better performance and motivation (Goodman & 

Friedman, 1968). Still, Gupta warns that employers who dole out small merit raises-less than 

seven percent of base pay –may do more harm than good. According to her, small raises can 

actually be dysfunctional in terms of motivation because employees become irritated that 

their hard work yielded so little. Therefore there are mixed feelings among scholars on 

whether money has a positive or negative impact on motivation and such a question can only 

be addressed through an empirical study. 

Concept of Employee Engagement 

As a concept that has developed over time, engagement has been defined in numerous, often 

inconsistent, ways in the literature, so much so that the term has become ambiguous to many 

and it is rare to find two people defining it in same way (Graen, 2008). It has variously been 

conceived as a psychological or affective state (e.g. commitment, involvement, attachment 

etc.), a performance construct (e.g. role performance, effort, observable behaviour, 

organisational citizenship behavior, etc; (Harter, 2000) or an attitude. Some even relate the 

concept to other specific constructs such as altruism or initiative (Harter, Schmidt, Hayes, 

2002) and little consensus has been reached in the literature as to which of these definitions is 

the definitive, or at least, „best-fit‟ model of engagement. The importance of defining terms 

such as engagement was highlighted by Harter (2000), who suggested that different meanings 

that are read into the term result in considerable variation in what is being measured, which 

„produces a series of contradictory and non-replicable studies‟ 

 

The notion of employee engagement is a relatively new one, one that has been heavily 

marketed by human resource (HR) consulting firms that offer advice on how it can be created 

and leveraged. Academic researchers are now slowly joining the fray, and both parties are 

saddled with competing and inconsistent interpretations of the meaning of the construct. 

Casual observation suggests that much of the appeal to organizational management is driven 

by claims that employee engagement drives bottom-line results. Indeed, at least one HR 

consulting firm (Hirschfeld & Field 2000) indicates that they „„have established a conclusive, 
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compelling relationship between engagement and profit-ability through higher productivity, 

sales, customer satisfaction, and employee retention.” Some practitioners view engagement 

as having evolved from prior research on work attitudes, directly implying that this newer 

concept adds interpretive value that extends beyond the boundaries of those traditions. We 

agree with this thought and hope to show why we agree in what follows. Although 

compelling on the surface, the meaning of the employee engagement concept is unclear. In 

large part, this can be attributed to the „„bottom-up‟‟ manner in which the engagement notion 

has quickly evolved within the practitioner community. This is not an unfamiliar stage in the 

incremental evolution of an applied psychological construct.  

To some, engagement and satisfaction are linked directly if not regarded as completely 

isomorphic. Thus, Hirschfeld & Thomas, (2008) explicitly referred to their measure (The 

Gallup Work Place Audit) as “satisfaction-engagement” and defined engagement as “the 

individual‟s involvement and satisfaction as well as enthusiasm for work”. The Gallup survey 

items tap evaluative constructs traditionally conceptualized as satisfaction facets, including 

resource availability, opportunities for development, and clarity of expectations. Perhaps 

even more directly, some practitioners (Glen, 2006) measure engagement as direct 

assessments of satisfaction with the company, manager, work group, job, and work 

environment characteristics. Others distinguish between an affective, or emotional, 

component of engagement and rational or cognitive elements, linking the emotional 

component to job satisfaction. Thus, Samuel (1978) suggested that “the emotional factors tie 

to people‟s personal satisfaction and the sense of inspiration and affirmation they get from 

their work and being part of their organization”.  

Research Hypothesis 

H01 There is no significant relationship between direct financial reward and employee 

engagement. 

Methodology  

This study adopted a quasi experimental research design because the research elements are 

not within the control of the researcher. This is because of the social factor inherent in the 

humans under study. The population of this study includes senior staff of three universities in 

River state namely; University of Port Harcourt, Rivers state university and Ignatius Ajuru 

University of Education with a total of 5437 senior staff (as shown in table 1). Test of 

hypothesis was done with simple regression so as to ascertain the cause effect relationship. 

Table 1 Population 

University Senior Staff strength 

University of Port Harcourt 2852 

Rivers state university 1800 

Ignatius Ajuru University of Education 785 

Total  5437 
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Sample Size Determination 

The sample size would be determined using Taro Yamene Formula as stated below: 

n  =  
𝑁

1+𝑁(𝑒)2
 

where  n  =  sample size 

  N = Total population 

  e = Tolerable error (0.05) 

n  =  
5437

1+5437(0.05)2
 

n  =  
5437

13.595
 

n  =  400 

 

Data Analyses and Findings 

 

Table 2.     Model Summary 

Mode

l 

R R Square Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .726
a
 .527 .525 2.972 

a. Predictors: (Constant), Direct_Fin_Reward 

Here our model summary shows that a regression coefficient achieved for the model is 0.726 

which is strong, and a coefficient of determinant of 0.527 which implies that 52.7% of our 

independent variable account for the outcome of our dependent variable. 

 

Table 3 ANOVA
a
 

Model Sum of 

Squares 

df Mean 

Square 

F Sig. 

1 

Regression 2975.446 1 2975.446 336.954 .000
b
 

Residual 2675.617 303 8.830   

Total 5651.062 304    

a. Dependent Variable: Employee_Engagement 

b. Predictors: (Constant), Direct_Fin_Reward 

 

In table 3, we also realize that our ANOVA has a p-value of 0.000 which is less than alpha of 

0.05. To this end, we reject the stated null hypothesis. 
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Table 4 Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 
(Constant) 5.661 1.027  5.513 .000 

Direct_Fin_Reward .851 .046 .726 18.356 .000 

a. Dependent Variable: Employee_Engagement 

 

Table 4 also confirms table 2 above. It shows a regression coefficient of 0.726 which is very 

strong and a p-value of 0.000 which is also less than 0.05. Therefore, we reject the stated null 

hypothesis. 

 

Conclusion 

In this study, we have empirically analyzed the extent to which direct and indirect 

financial rewards can relate with employee low turnover, minimal absenteeism and higher 

performance. From the responses received from our respondents, we realized 151 copies 

of questionnaire from University of Port Harcourt, 103 copies of questionnaire from 

Rivers State University and 47 copies of questionnaire from Ignatius Ajuru University. 

We also realized that we had 181 male and 120 female respondents. More of our 

respondents were married while the least were divorced. Furthermore, more of our 

respondents had master‟s degree while the least had Ph.D. For our test of hypothesis, we 

also realized that the tested null hypothesis had positive correlation coefficient and p-

values less than 0.05 alpha level. Therefore, the null hypothesis was rejected. This implies 

that direct financial reward significantly relates with employee engagement in tertiary 

institutions. 

Therefore, university management has a role to play in determining effective reward 

systems that would meet the requirements of employees within their working 

environment. This is because every employee within the organization weighs the amount 

of energy put into his or her work vis a vis the perceived rewards from institutions. If 

institutions are mindful of these facts, they would realize that the human resource within 

the organization is the key resource while every other resources are secondary. The study 

is also an eye opener to the fact that institutional factors cannot be overlooked such as 

culture, structure, etc. These factors play a major role when it comes to ensuring that the 

right persons are in the right offices at the right time, doing the right things. Thus, 

ensuring that the right thing is done would lead to a significant result in employee 

engagement. 
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Recommendations 

i. University management should ensure that direct financial rewards are not the only 

means of motivating staff, there should be other non-financial benefits as well as indirect 

financial benefits so that employees would be motivated to stay and have low turnover. 

ii. Secondly, there should be a coordinated system put in place to ensure people are 

remunerated based on their input towards the system. Those who have done much should 

be rewarded and celebrated while those who have done below average should be 

encouraged to work harder. 

iii. In order to create a sense of belonging within the workplace, management should 

ensure that time books are automated and employees who are known for their punctuality 

are celebrated.  

iv. As much as the organizations can, each week should begin with an introduction of the 

best staff for the previous week. This introduction should indicate the indices used in 

rating such employees as the best for that week. It could be through attendance, work 

performance, etc. 
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