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1.1. Research Background

Human resources are widely regarded as the foundation of any
organization’s success and long-term sustainability. The performance and
commitment of employees directly determine the ability of an organization
to achieve its strategic objectives and maintain competitiveness in dynamic
business environments. Motivation has therefore become one of the most
essential themes in management and organizational behavior research, as it
stimulates employees to perform at their best and align personal goals with
organizational goals (Armstrong, 2020). Motivation can be classified into
intrinsic and extrinsic categories; intrinsic motivation originates from
internal satisfaction and personal achievement, whereas extrinsic motivation
arises from external rewards such as salary, bonuses, and promotions.
Among these, financial motivation continues to be one of the most
influential factors shaping employee performance (Herzberg, Mausner, &

Snyderman, 2011).

Financial motivation refers to the provision of monetary rewards such as
pay, bonuses, or allowances to encourage employees to increase their effort
and productivity. The concept is grounded in the economic assumption that
individuals act rationally to maximize their personal gain and will therefore
respond positively to financial rewards (Maslow, 1943; Vroom, 1964).
When employees perceive a fair connection between performance and
compensation, they are more likely to exhibit stronger engagement and
loyalty toward their organization. Theories such as Maslow’s Hierarchy of

Needs, Herzberg’s Two-Factor Theory, and Vroom’s Expectancy Theory all
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highlight the leading role of financial incentives in motivating behavior and

driving organizational effectiveness (Deci & Ryan, 2000).

In Saudi Arabia, the importance of financial motivation has increased with
the country’s transition toward a performance-driven economy under Vision
2030. This national framework emphasizes human capital development and
productivity improvement as pillars of sustainable growth. Consequently,
organizations in both public and private sectors have begun redesigning
their compensation systems to attract and retain high-quality employees
(Al-Harbi, 2022). Financial incentives, including performance bonuses,
housing allowances, and annual rewards, are now widely used to motivate
employees. However, despite these initiatives, many organizations still face
challenges in linking financial incentives directly to improved job
performance, suggesting that the effectiveness of financial motivation

remains context dependent.

Empirical studies indicate that the success of financial motivation depends
not only on the amount of reward but also on how employees perceive
fairness, transparency, and consistency in reward distribution (Rynes,
Gerhart, & Minette, 2004). When employees view incentive systems as fair
and based on measurable performance indicators, motivation and
commitment increase. Conversely, when rewards are distributed equally
regardless of effort, employees may become demotivated or disengaged
(Cropanzano, Bowen, & Gilliland, 2007). These findings underscore the
need for further investigation into how financial motivation can be
structured to sustain productivity within different organizational settings in

Saudi Arabia.
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In summary, financial motivation remains one of the most powerful yet
complex mechanisms influencing employee behavior. Its impact on
performance is shaped by a variety of cultural, psychological, and
managerial factors that differ across contexts. As Saudi Arabia continues to
reform its economic and organizational systems, understanding how
financial incentives affect job performance has become increasingly vital.
This study therefore aims to examine the effect of financial motivation on
job performance in Saudi organizations by identifying the key factors that
determine the strength and sustainability of this relationship (Al-Harbi,
2022; Armstrong, 2020).

1
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1.2. Research Problem

Although financial motivation is widely used to improve employee
performance, its effectiveness remains uncertain. Some organizations report
higher productivity due to financial incentives, while others find little or no
improvement. This inconsistency raises important questions about how and why
financial rewards affect job performance, especially within Saudi organizations
where cultural and organizational factors may influence outcomes. The present
study seeks to examine this relationship by identifying the main theoretical and

practical gaps in existing research (Armstrong, 2020; Deci & Ryan, 2000).

1.2.1. Theoretical Gaps
Previous studies on motivation and performance have mostly focused on Western
contexts, providing limited understanding of how financial motivation functions
within Saudi workplaces. Moreover, traditional motivation theories such as those
of Maslow and Herzberg may not fully explain modern organizational behavior or
cultural variations. There is therefore a need to evaluate and adapt these theories to
local realities and to identify the mechanisms linking financial incentives to
performance (Herzberg, Mausner, & Snyderman, 2011; Maslow, 1943; Vroom,

1964; Al-Harbi, 2022).

1.2.2. Practical Gaps
In practice, many Saudi organizations apply financial rewards without clear links
to performance or fairness. Uniform bonuses and unclear evaluation criteria often
reduce the motivational impact of incentives. Additionally, financial rewards tend

to produce short-term results unless supported by non-financial factors such as
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recognition and career growth. This study therefore aims to explore how financial
motivation can be effectively designed to enhance sustainable job performance in

Saudi organizations (Rynes, Gerhart, & Minette, 2004; Al-Harbi, 2022).

1.3. Research Significance

This study is significant because it examines how financial motivation affects job performance
within Saudi organizations, a topic that remains underexplored despite its managerial
importance. Understanding this relationship helps bridge the gap between global motivation

theories and their application in local contexts where cultural and economic conditions differ

(Armstrong, 2020; Al-Harbi, 2022).

1.3.1. At the theoretical level
At the theoretical level, this research adds depth to existing motivation literature by
testing classical models such as Maslow’s, Herzberg’s, and Vroom’s theories
within the Saudi Arabian environment. These theories emphasize financial and
psychological factors influencing behavior, yet few studies have contextualized
them for non-Western workplaces. The study contributes to refining motivation
frameworks by exploring how financial incentives operate amid Saudi cultural
values and organizational norms (Maslow, 1943; Herzberg, Mausner, &

Snyderman, 2011; Vroom, 1964).

1.3.2. At the practical level
At the practical level, this study provides insights for managers and HR
practitioners to design fair and effective financial incentive systems that enhance
productivity and job satisfaction. The results can guide Saudi organizations in
aligning compensation with performance, promoting equity, and supporting Vision

8 |
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2030’s goal of workforce efficiency (Cropanzano, Bowen, & Gilliland, 2007; Al-
Harbi, 2022).

1.4. Research Questions

To what extent does financial motivation influence employee job performance in

Saudi organizations?

How do employees perceive the fairness and transparency of financial incentives

offered by their organizations?

What are the main financial incentives that contribute most effectively to

improving job performance?

Do demographic factors (e.g., age, job level, years of experience) moderate the

relationship between financial motivation and job performance?

How can Saudi organizations design financial incentive systems that sustainably

enhance job performance?

1.5. Research Objectives

e To assess the effect of financial motivation on job performance in Saudi
organizations.

e To explore employees’ perceptions of fairness and transparency in financial
incentive systems.

e To identify the financial incentives that most significantly impact job
performance.

e To analyze whether demographic factors influence the impact of financial

motivation on job performance.
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e To provide recommendations for designing effective and sustainable

financial motivation systems.

1.6. Research Hypotheses

e HI1: Financial motivation has a significant positive effect on employee job
performance.

e H2: Perceived fairness of financial incentives mediates the relationship
between financial motivation and job performance.

e H3: Transparency of financial rewards positively influences employees’ job
performance.

e H4: Demographic variables (age, job level, tenure) moderate the relationship
between financial motivation and job performance.

e HS5: Employees receiving performance-based incentives demonstrate higher

job performance than those receiving equal fixed bonuses.

1.7. Research Model
Independent Variable (IV):

¢ Financial Motivation

o Salary

o Bonuses

o Allowances

o Performance-based rewards
e Mediating Variables:

o Perceived fairness

o Transparency of rewards
e Moderating Variables:

o Age

10 A
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o Job level

o Years of experience

Dependent Variable (DV):

Job Performance
o Task performance
o Productivity

o Work quality

Relationship:

Financial Motivation — Job Performance (financial motivation’s effect is mediated

by fairness & transparency, and moderated by demographics)

1.8. Research Methodology

This study will use a quantitative research methodology based on a
structured survey distributed to employees working in Saudi private-sector
organizations.

Research Approach: Quantitative

Research Instrument: Questionnaire (Likert scale)

Population: Employees in Saudi private-sector organizations
Sample Size: 150-250 employees.

Sampling Technique: Convenience sampling

Data Collection: Online survey (Google Forms / SurveyMonkey)
Data Analysis:

Descriptive statistics

Correlation analysis

Regression analysis

11 A
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e Moderation & mediation tests (SPSS / SmartPLS)
e This methodology aligns with similar studies on employee motivation and

performance.

1.9. Scope of Study

The scope of this study is limited to employees working in private and public
organizations within the Kingdom of Saudi Arabia. The focus will be on analyzing
the relationship between financial motivation and job performance from an
employee perspective. The study will not cover non-financial motivational factors
in detail, as they fall outside the current research boundaries. The findings will
primarily reflect organizational environments operating within the Saudi cultural

and economic context.

1.10. The Suggested Project Structure
This project consists of five chapters.
Chapter One introduces the study, including its background, problem statement,
significance, objectives, and methodology.
Chapter Two presents the literature review, summarizing previous research on
financial motivation and job performance.
Chapter Three describes the research methodology and data collection procedures.
Chapter Four provides data analysis and interpretation of findings.
Chapter Five concludes with the summary, implications, and recommendations for

organizations and future research.

12 A
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2.Chapter 2: Literature Review
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2.1. Introduction

This chapter reviews the theoretical background and previous studies related to financial
motivation and job performance. The purpose of this chapter is to establish a solid theoretical
foundation for the current research by defining the main variables, examining relevant
motivation theories, and analyzing empirical studies that investigated the relationship between
financial motivation and employee performance. Reviewing previous literature helps identify
research gaps and supports the development of the study’s hypotheses, particularly within the

Saudi organizational context.

2.2. The independent variable
Financial motivation is considered one of the most important tools used by
organizations to influence employee behavior and improve performance. It refers
to the monetary rewards provided to employees in return for their efforts and
achievements, including salaries, bonuses, allowances, and performance-based
incentives. According to Armstrong (2020), financial rewards play a significant
role in attracting, retaining, and motivating employees, especially in competitive

labor markets.

Several motivation theories highlight the importance of financial incentives.
Maslow’s Hierarchy of Needs suggests that financial stability satisfies employees’
basic physiological and safety needs, enabling them to pursue higher-level needs
(Maslow, 1943). Herzberg’s Two-Factor Theory identifies salary as a hygiene
factor that prevents dissatisfaction but must be combined with motivational factors
such as recognition and responsibility to enhance performance (Herzberg,
Mausner, & Snyderman, 2011). In addition, Vroom’s Expectancy Theory
emphasizes that employees are motivated when they believe their effort will lead

to desirable financial rewards (Vroom, 1964). Empirical evidence, particularly in

14
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Saudi private-sector organizations, confirms that well-designed financial incentive

systems positively influence employee motivation (Al-Harbi, 2022).

2.3. The dependent variable
Job performance refers to the extent to which employees effectively perform their
assigned duties and responsibilities in accordance with organizational standards. It
includes multiple dimensions such as task performance, productivity, work quality,
and commitment. Job performance is a key indicator of organizational success and

competitiveness.

Previous studies indicate that job performance is influenced not only by
employees’ skills and abilities but also by motivational and organizational factors.
Rynes, Gerhart, and Minette (2004) argue that compensation systems significantly
affect employees’ willingness to exert effort. Furthermore, Cropanzano, Bowen,
and Gilliland (2007) highlight that perceptions of organizational justice enhance
employee performance by fostering trust and positive attitudes. Therefore,
improving job performance requires a comprehensive understanding of

motivational drivers, particularly financial incentives.

2.4. The relationship between independent and dependent

variables
A substantial body of literature has examined the relationship between financial
motivation and job performance, with most studies reporting a positive association.
Performance-based financial rewards encourage employees to increase effort,

achieve targets, and improve productivity (Vroom, 1964). When financial

15 |
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incentives are linked to measurable performance outcomes, employees are more

likely to demonstrate higher levels of engagement and commitment.

However, some studies suggest that the impact of financial motivation may be
limited if reward systems are perceived as unfair or poorly designed. Rynes et al.
(2004) found that employees may become demotivated when financial rewards are
distributed equally regardless of individual contribution. Similarly, Cropanzano et
al. (2007) emphasize that fairness and transparency are essential conditions for
financial incentives to positively affect performance. In the Saudi context, Al-
Harbi (2022) concluded that the effectiveness of financial motivation depends on

the clarity, equity, and performance orientation of incentive systems.

2.5. Conclusion

This chapter reviewed the main theories and empirical studies related to financial
motivation and job performance. The literature confirms that financial motivation
is a critical factor influencing employee performance, although its effectiveness
depends on fairness, transparency, and alignment with performance criteria. The
reviewed studies support the existence of a positive relationship between financial
motivation and job performance, while also highlighting contextual differences
across organizations and cultures. This chapter provides theoretical support for the
current study and forms the basis for evaluating the proposed hypotheses in the

subsequent methodology and data analysis chapters.

References
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