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CHAPTER 1: INTRODUCTION

1.1 Introduction

Employee performance and motivation are critical factors in organizational success. To
achieve predetermined goals, companies must implement effective strategies to enhance
employee productivity and engagement. This study focuses on the relationship between
incentives and employee performance, a topic of significant interest in the field of human
resource management.

Incentives, which can be categorized as external (such as monetary rewards) or internal
(psychological rewards), play a crucial role in shaping employee behavior and

performance. Previous research has suggested that well-designed incentive systems can
positively impact employee skills, knowledge, and goal achievement. However, the specific
effects of incentives on performance can vary depending on the organizational context and
the types of incentives offered.

In light of this, our research aims to examine the relationship between incentives and
employee performance within the Engineering & Research International (ERI) company.
By exploring how different forms of incentives affect employee performance in this

specific setting, we hope to contribute valuable insights to the ongoing dialogue about
effective employee motivation strategies. This study will not only add to the existing body
of knowledge but also provide practical implications for managers seeking to optimize their
incentive systems and boost overall organizational performance.

Moreover, the effectiveness of incentive systems in driving employee performance is
influenced by both external and internal factors. External incentives, such as monetary
rewards including bonuses, commissions, and profit-sharing, are traditionally seen as
tangible motivators that directly impact employee satisfaction and effort. These incentives
are often designed to reward specific achievements or outcomes, aligning individual
performance with organizational goals. On the other hand, internal incentives encompass
psychological rewards such as recognition, opportunities for career advancement, and a
supportive work environment. These intrinsic motivators are essential for fostering long-
term engagement and commitment among employees, as they promote a sense of
fulfillment and personal growth beyond financial remuneration.

Furthermore, the organizational context plays a crucial role in shaping the effectiveness of
incentive systems. Factors such as industry norms, organizational culture, leadership style,
and the nature of work performed can significantly influence how incentives are perceived
and their impact on employee performance. For instance, in knowledge-intensive industries
like engineering and research, where ERI operates, employees may place a high value on
intellectual challenges, professional development opportunities, and recognition for
innovative contributions. Understanding these contextual nuances is essential for tailoring
incentive programs that resonate with the unique motivations and expectations of




employees within ERI, thereby maximizing their effectiveness in driving desired
performance outcomes.

Additionally, the research conducted at ERI seeks to fill gaps identified in existing
literature by providing empirical insights into the specific dynamics of incentives and
employee performance within a specialized technical environment. By focusing on a single
organization, the study can delve deeper into the intricacies of incentive structures,
employee perceptions, and performance metrics that may not be adequately captured in
broader, cross-sectional studies. This targeted approach allows for a nuanced examination
of how different types of incentives interact with organizational goals and employee
motivations, offering practical implications for managers and HR professionals striving to
enhance workforce productivity and engagement.

Moreover, the significance of this study extends beyond theoretical exploration to practical
implications for managerial decision-making. By identifying effective incentive strategies
that align with ERI's strategic objectives and organizational culture, the research aims to
provide actionable recommendations for optimizing incentive systems. These
recommendations may include refining existing reward mechanisms, introducing new
incentive initiatives tailored to specific employee groups, or enhancing communication and
transparency in reward allocation processes. Ultimately, by strengthening the link between
incentives and employee performance, ERI can cultivate a motivated workforce capable of
driving innovation, achieving operational excellence, and sustaining competitive advantage
in the dynamic marketplace.

In conclusion, this study addresses a critical area of inquiry within human resource
management by examining the relationship between incentives and employee performance
at Engineering & Research International (ERI). Through a comprehensive analysis of
incentive effectiveness, organizational context, and employee perceptions, the research
aims to contribute valuable insights that advance our understanding of motivational
strategies in organizational settings. By bridging theory and practice, the study underscores
the importance of strategic incentive management in fostering employee engagement,
optimizing performance outcomes, and ultimately supporting ERI's overarching goals of
growth and success in the competitive global landscape.




1.2 Background of the Problem

The background of this study reflects the complex and evolving understanding of the
relationship between incentive systems and employee performance. While numerous
studies have explored this topic, there remains significant debate and uncertainty in the
field. Researchers have increasingly recognized that financial incentives, while important,
may not be the sole or primary driver of improved employee performance. This has led to a
growing interest in more holistic approaches that consider both external (financial) and
intrinsic (psychological) rewards. The diversity of reward systems employed by private
organizations further complicates the landscape, making it challenging to draw universally
applicable conclusions. Despite extensive literature on the subject, findings often lack
consistency across different organizational contexts, highlighting the need for more targeted
research. The complexity of human motivation in the workplace suggests that simple, one-
size-fits-all models of incentives and performance may be insufficient. This background
underscores the importance of conducting specific, context-oriented studies, such as the
current research focusing on the Engineering & Research International (ERI) company, to
gain more nuanced insights into the dynamics between incentives and employee

performance.

Moreover, the evolution of technology and globalized economies has introduced new
dynamics into the study of incentive systems and employee performance. In the digital age,
remote work, flexible schedules, and virtual teams have reshaped traditional notions of
workplace motivation and productivity. These changes have prompted organizations to
reconsider how they structure incentives to maintain high levels of engagement and
performance across diverse work environments. For instance, tech-savvy companies often
leverage performance analytics and digital platforms to track and reward employee
contributions in real-time, offering immediate feedback and recognition as intrinsic
motivators. Conversely, the challenge lies in adapting incentive frameworks to ensure
equity and fairness in evaluations, especially in decentralized work settings where physical
presence may no longer be a reliable indicator of productivity. Thus, while technology
enhances the potential for personalized incentive systems, it also necessitates careful
consideration of how digital tools intersect with human motivation and organizational
culture.




Furthermore, the ongoing globalization of business operations has intensified the need for
cross-cultural research on incentive systems. Multinational corporations operate in diverse
socio-cultural environments where norms, values, and attitudes towards work and rewards
vary significantly. For example, what constitutes a meaningful reward in one culture may
differ drastically from another, influencing employee perceptions of fairness and
motivation. Cross-cultural studies can illuminate how cultural dimensions such as
individualism versus collectivism, power distance, and uncertainty avoidance impact the
effectiveness of incentive strategies. Understanding these cultural nuances is crucial for
multinational companies striving to implement incentive systems that resonate with local
workforce expectations and foster sustainable performance outcomes. Thus, while universal
principles of motivation and reward exist, their application must be contextualized within
the cultural fabric of each organizational context to maximize their effectiveness and
acceptance among employees.
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1.3 Significance of the Study.

This study is significant as it focuses on determining the relationship between incentives
and employee performance in Engineering & Research International (ERI) company,
examining how incentive practices play a vital role in improving employee performance
and achieving organizational goals. It builds on previous research that has found employee
rewards are directly related to employee performance, while exploring how an effective
reward system can be a good incentive, and an ineffective one can lead to negative
outcomes like low productivity, conflicts, absenteeism, and high turnover. The study aims
to provide insights on strategic rewards for staff to retain competent employees, resulting in
sustainable competitive advantage. By contributing to the understanding of how both
external and internal rewards impact employee motivation and performance, the findings
could help organizations design better incentive systems. Ultimately, this research is
significant as it examines an important topic in a specific company context, building on
previous research while aiming to provide practical insights for organizations on how to
effectively use incentives to boost employee performance and achieve organizational goals.

Furthermore, in today's competitive business environment, where talent retention and
organizational effectiveness are paramount, understanding the intricate relationship
between incentives and employee performance is crucial. This study at ERI aims to shed
light on how different types of incentives, both external (monetary rewards, bonuses) and
internal (recognition, career development opportunities), influence employee motivation
and productivity within a specialized technical context. By uncovering the specific
mechanisms through which incentives impact employee behavior and performance, the
research seeks to equip ERI and similar organizations with actionable insights to fine-tune
their incentive strategies and optimize outcomes.

Moreover, the study's exploration of incentive practices at ERI is particularly timely and
relevant in the context of evolving workforce dynamics and shifting employee
expectations. As organizations increasingly recognize the importance of a motivated and
engaged workforce in driving innovation and achieving strategic objectives, the role of
incentives as a lever for enhancing employee performance becomes increasingly critical.
Effective incentive systems not only reward desired behaviors and achievements but also
foster a culture of continuous improvement and commitment among employees, thereby
contributing to ERI's ability to adapt and thrive in a rapidly changing industry landscape.

Additionally, the findings from this study are expected to contribute to theoretical
advancements in the field of human resource management and organizational behavior. By
validating or challenging existing theories on incentive effectiveness and employee
motivation, the research expands the knowledge base and informs future scholarly inquiries
into optimal incentive design and implementation strategies. This theoretical grounding not
only enhances academic discourse but also provides a foundation for evidence-based
decision-making within ERI and other organizations seeking to enhance their competitive
edge through strategic HR practices.




Furthermore, the practical implications of this study extend beyond ERI to encompass
broader implications for industry practices and policy-making. By demonstrating the link
between effective incentive systems and improved employee performance, the research
advocates for the adoption of proactive HR strategies that prioritize employee well-being,
job satisfaction, and organizational commitment. This advocacy is particularly relevant in
fostering a supportive work environment where employees feel valued, motivated, and
empowered to contribute meaningfully to organizational success.

In conclusion, this study holds significant implications for enhancing organizational
effectiveness and employee satisfaction at ERI by examining the nuanced interplay
between incentives and employee performance. Through empirical investigation and
theoretical insights, the research aims to inform strategic decision-making, inspire
innovation in incentive program design, and foster a culture of performance excellence
within ERI and beyond. By bridging theory and practice, the study underscores the
transformative potential of well-crafted incentive systems in driving sustainable
competitive advantage and achieving long-term organizational success in the dynamic
global marketplace.
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1.4 Research Objectives

The primary objective of this research is to determine the relationship between incentives
and employee performance. This study aims to investigate how various forms of incentives
impact the work output and productivity of employees within the context of Engineering &
Research International (ERI) company. By examining this relationship, the research seeks
to provide insights into the effectiveness of different incentive strategies and their influence
on employee motivation, engagement, and overall performance. Understanding this
correlation will potentially offer valuable information for organizations looking to optimize
their reward systems and improve employee productivity, ultimately contributing to the
achievement of organizational goals.

Moreover, this study addresses a critical gap in the literature by focusing on the unique
context of Engineering & Research International (ERI), a company known for its highly
specialized workforce in engineering and research fields. The findings of this research can
provide tailored insights into how incentive systems specifically impact technical
professionals whose work often requires a high degree of creativity, problem-solving, and
innovation. By understanding the nuanced dynamics of incentives within this specialized
environment, organizations like ERI can refine their reward strategies to not only enhance
individual performance but also foster a collaborative and innovative organizational
culture. This targeted approach is essential in industries where knowledge-intensive
activities are central to competitive advantage, highlighting the strategic importance of
effective incentive management in retaining top talent and sustaining innovation leadership.

Furthermore, the significance of this study extends beyond organizational boundaries to
societal impact. Effective incentive systems contribute to employee satisfaction and well-
being, which in turn can lead to broader economic benefits such as increased productivity
and economic growth. In settings like ERI, where technological advancements and cutting-
edge research are paramount, motivating employees through well-designed incentives can
accelerate breakthrough innovations that benefit society as a whole. This study, therefore,
aligns with broader societal goals of promoting innovation and economic development by
providing empirical insights into how incentive practices can be leveraged to maximize
individual and organizational performance in knowledge-intensive sectors.

Additionally, the findings of this research can inform strategic decision-making at various
levels within ERI and similar organizations. By identifying which types of incentives
resonate most with their workforce and contribute most effectively to desired performance
outcomes, leaders and human resource professionals can make informed choices about
resource allocation and organizational policies. This strategic alignment not only enhances
operational efficiency but also strengthens employee engagement and retention, thereby
positioning ERI as an employer of choice in its industry. Ultimately, the significance of this
study lies in its potential to translate theoretical insights into actionable strategies that drive
tangible improvements in employee motivation, performance, and organizational success.




In summary, this study's significance lies in its contribution to both theoretical knowledge
and practical applications within the specific context of Engineering & Research
International (ERI). By examining the intricate relationship between incentives and
employee performance, it aims to provide valuable insights that can inform strategic
decision-making, enhance organizational effectiveness, and contribute to broader societal

and economic goals.




Al ,al) Y s

1.5 Research question

The central research question guiding this study is: Does incentive affect employees'
performance in Engineering & Research International (ERI) company? This question aims
to explore the potential impact of various incentive systems on the work performance of
employees within the specific context of ERI. By addressing this question, the research
seeks to uncover the nature and extent of the relationship between incentives and employee
performance, potentially revealing insights into how different types of rewards or
motivators influence workforce productivity, engagement, and overall job performance.
The findings from this inquiry could provide valuable information for ERI and similar
organizations in designing and implementing effective incentive strategies to enhance
employee performance and achieve organizational objectives.

Moreover, exploring the research question entails a nuanced examination of the diverse
incentive systems utilized within ERI. Beyond traditional financial rewards such as bonuses
or salary increases, this study aims to investigate the effectiveness of non-monetary
incentives such as recognition programs, career development opportunities, and job
autonomy. These non-financial incentives are crucial in environments where intrinsic
motivators play a significant role in shaping employee behavior and job satisfaction. By
analyzing how different types of incentives impact various segments of ERI's workforce—
ranging from engineers and researchers to project managers and support staff—the research
aims to uncover which incentive structures are most aligned with different roles and
organizational goals. This differentiation is critical for optimizing the allocation of
resources towards incentives that yield the highest return on investment in terms of
employee engagement and performance improvement.

Furthermore, the research question delves into the temporal dimension of incentive
effectiveness within ERI. By examining whether the impact of incentives on employee
performance varies over time, the study can provide insights into the sustainability and
long-term efficacy of different incentive strategies. For instance, initial enthusiasm for a
new incentive program may wane over time if not reinforced or adapted to evolving
organizational needs and employee expectations. Understanding these dynamics can guide
ERI in adopting flexible incentive frameworks that adapt to changing workforce
demographics, technological advancements, and competitive pressures. This adaptive
approach not only enhances the relevance and impact of incentives but also fosters a culture
of continuous improvement and innovation within the organization.

Additionally, addressing the research question involves considering the interplay between
incentive systems and organizational culture at ERI. Organizational culture significantly
influences how incentives are perceived, accepted, and integrated into daily work practices.
A strong alignment between incentive programs and ERI's cultural values, norms, and
beliefs can enhance their effectiveness by reinforcing desired behaviors and reinforcing
organizational identity. Conversely, mismatches between incentives and cultural
expectations may lead to disengagement, resistance, or even counterproductive behaviors
among employees. Therefore, the research seeks to uncover the cultural factors that
influence the reception and effectiveness of incentives at ERI, providing actionable insights




for aligning incentive strategies with the organization's cultural fabric to maximize their
impact on employee performance and overall organizational success.

In summary, the research question not only explores the direct impact of incentives on
employee performance at ERI but also delves into the effectiveness of different types of
incentives, their temporal dynamics, and their alignment with organizational culture. By
addressing these dimensions, the study aims to provide comprehensive insights that can
inform strategic decision-making and enhance the design and implementation of incentive
systems tailored to optimize employee motivation, engagement, and performance within
the specific context of Engineering & Research International.
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1.6 Research Hypotheses:

Based on the review of previous literature and the theoretical framework of the study, the
following main hypothesis has been formulated for testing:

There is a statistically significant positive relationship between incentives and employee
performance in Engineering & Research International (ERI) company.

From this main hypothesis, the following sub-hypotheses are derived:

1. There is a positive relationship between financial incentives and employee
performance.

2. There is a positive relationship between non-financial incentives and employee
performance.

3. There are statistically significant differences in the impact of incentives on
employee performance due to demographic variables (gender, age, educational
level).

Moreover, the hypothesis regarding financial incentives suggests a belief that tangible
rewards such as bonuses, profit-sharing, and performance-based pay directly influence
employee performance metrics within ERI. By testing this hypothesis, the study seeks
to quantify the extent to which financial incentives motivate employees to achieve
specific targets or outcomes. This analysis can reveal valuable insights into whether
financial rewards serve as effective motivators across different departments or job roles
within ERI, or if there are variations based on factors such as seniority, job complexity,
or project timelines. Understanding these nuances can inform strategic decisions
regarding the allocation of financial resources towards incentive programs that yield
optimal returns in terms of employee productivity, satisfaction, and retention.

Furthermore, the hypothesis on non-financial incentives posits that intangible rewards
such as recognition, career development opportunities, and job autonomy contribute
positively to employee performance at ERI. This hypothesis reflects a recognition of the
importance of intrinsic motivators in fostering long-term engagement and commitment
among employees. By testing this hypothesis, the study aims to uncover which types of
non-financial incentives resonate most with ERI's workforce and contribute most
significantly to enhancing job satisfaction, creativity, and overall job performance. This
insight is crucial for designing holistic incentive frameworks that balance both financial
and non-financial elements to address diverse motivational needs and preferences
among employees across different organizational levels and functions.

Additionally, the hypothesis concerning demographic variables explores potential
differences in how incentives impact employee performance based on factors such as
gender, age, and educational level within ERI. This hypothesis acknowledges that
individual characteristics may interact with incentive structures to influence their
effectiveness and perceived fairness among employees. By testing this hypothesis, the




study can identify demographic segments within ERI's workforce that respond
differently to specific incentive strategies, allowing for targeted interventions or
adjustments in incentive design to better accommodate diverse employee profiles. This
personalized approach not only enhances the relevance and impact of incentives but
also promotes inclusivity and equity in reward distribution practices, thereby fostering a
supportive and motivating work environment at ERI.

In summary, these hypotheses collectively aim to deepen our understanding of the
complex relationship between incentives and employee performance within
Engineering & Research International (ERI). By systematically testing these hypotheses
using rigorous empirical methods, the study seeks to generate actionable insights that
can inform evidence-based decision-making regarding incentive strategy formulation
and implementation. Ultimately, the findings will contribute to the body of knowledge
on effective motivational strategies in the workplace, offering practical guidance for
organizations like ERI striving to optimize employee engagement, productivity, and
organizational success through strategic incentive management.
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1.7. Previous Studies:

Extensive research has been conducted on the relationship between incentives and
employee performance. Several empirical studies, such as those by Allen (2001) and Agila
(2004), have explored the impact of incentive systems on employee performance. Abiola
(2004) revealed that bonus packages can significantly affect employee performance. These
studies concluded that well-designed incentive systems help increase employee
performance by enhancing staff skills, knowledge, and abilities to achieve organizational
goals. However, some researchers argue that money is not the sole motivation for
employees to improve their performance. There is growing interest in the use of both
extrinsic and intrinsic rewards as performance-related incentives. In private organizations, a
variety of rewards are utilized, and there is extensive literature about their impact on
obtaining and retaining highly motivated employees. This study aims to build upon this
existing research by examining the specific relationship between incentives and employee
performance in Engineering & Research International (ERI) company, contributing to the
broader understanding of motivation and performance in organizational settings.

urthermore, beyond financial incentives, researchers have increasingly emphasized the role
of intrinsic rewards in enhancing employee motivation and performance. Intrinsic rewards,
such as recognition, meaningful work, autonomy, and opportunities for personal growth,

have been found to significantly influence job satisfaction and organizational commitment
(Deci & Ryan, 2000). Studies by Ryan and Deci (2001) highlight that intrinsic motivators
foster a sense of fulfillment and engagement among employees, contributing to higher
levels of discretionary effort and productivity. This perspective underscores the importance
of a balanced approach to incentive design, integrating both external and internal
motivators to create a comprehensive reward system that resonates with diverse employee
preferences and motivations.

Moreover, the evolving landscape of incentive practices in private organizations reflects a
shift towards more personalized and flexible reward systems tailored to meet individual and
organizational needs. Research by Lawler (2019) suggests that customized incentive
programs, which allow employees to choose from a menu of rewards based on their
preferences and performance outcomes, can enhance engagement and satisfaction levels.
This trend towards customization acknowledges the heterogeneous nature of employee
motivations and underscores the importance of aligning incentive strategies with
organizational goals and employee expectations.

Additionally, the impact of incentive systems on obtaining and retaining highly motivated
employees has been a focal point in organizational research. Effective incentive programs
not only attract top talent but also contribute to employee retention by fostering a
supportive work environment and promoting a culture of recognition and achievement
(Kaplan & Norton, 2001). Research by Davenport et al. (2006) emphasizes the strategic
importance of incentives in building a committed and high-performing workforce capable
of driving sustained organizational success in competitive markets.




Furthermore, while previous studies have established the link between incentives and
employee performance, there remains a need for context-specific research to understand
how these relationships manifest within unique organizational settings like ERI. By
focusing on a single company context, this study aims to uncover nuanced insights into the
dynamics of incentive systems and their impact on employee behavior and performance
outcomes. This approach not only contributes to the theoretical understanding of
motivation and performance but also provides practical implications for ERI and similar
organizations seeking to optimize their incentive strategies to achieve strategic objectives
and enhance overall organizational effectiveness.

In conclusion, by building upon the foundation laid by previous research, this study at ERI
aims to deepen our understanding of the multifaceted relationship between incentives and
employee performance. Through empirical investigation and theoretical insights, the
research seeks to advance knowledge in the field of human resource management and offer
valuable recommendations for designing and implementing effective incentive systems that
drive employee engagement, foster organizational success, and sustain competitive
advantage in dynamic and challenging business environments.
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1.8 Theoretical Foundations of the Study:

This study is grounded in several key theoretical frameworks that explain the relationship
between incentives and employee performance. Expectancy Theory, developed by Victor
Vroom, posits that employees will be motivated to exert a high level of effort when they
believe there is a strong relationship between effort, performance, and rewards. Herzberg's
Two-Factor Theory distinguishes between hygiene factors and motivators, suggesting that
while basic needs must be met to prevent dissatisfaction, true motivation comes from
intrinsic factors like recognition and growth opportunities. Additionally, Adams' Equity
Theory emphasizes the importance of perceived fairness in rewards systems, arguing that
employees are motivated when they feel their inputs and outcomes are balanced in
comparison to others. These theories collectively provide a robust foundation for
understanding how different types of incentives may impact employee performance. By
examining the application of these theories in the context of Engineering & Research
International (ERI) company, this study aims to contribute to the ongoing dialogue about
effective motivational strategies in modern organizational settings.

Moreover, research by Herzberg (1959) introduced the distinction between hygiene factors
and motivators, suggesting that while financial incentives address hygiene factors like
salary and job security, they may not necessarily lead to sustained motivation and
performance improvement. This theory underscores the importance of intrinsic motivators
such as challenging work, recognition, and opportunities for growth in fostering long-term
employee engagement and commitment. Building on Herzberg's framework, subsequent
studies by Deci and Ryan (1985) emphasized the role of autonomy, mastery, and purpose
as critical drivers of intrinsic motivation. These studies highlighted that employees are
more likely to perform at their best when their work aligns with personal values and
provides opportunities for skill development and self-determination. Therefore, effective
incentive systems should incorporate a balanced mix of both extrinsic and intrinsic rewards
to cater to diverse motivational needs and foster a supportive work environment conducive
to high performance.

Furthermore, recent meta-analytical studies have provided comprehensive insights into the
effectiveness of different types of incentives across various organizational contexts. For
instance, a meta-analysis by Hentrich et al. (2017) synthesized findings from multiple
studies and concluded that while financial incentives can enhance task performance, non-
financial incentives such as recognition and career advancement opportunities play a
crucial role in promoting organizational citizenship behaviors and long-term commitment
among employees. This nuanced understanding highlights the need for organizations like
ERI to adopt integrated incentive strategies that not only reward performance but also
nurture employee well-being and professional growth. By leveraging a combination of
tangible and intangible rewards, organizations can create a motivational ecosystem that
sustains high levels of employee engagement and supports organizational goals over time.

Additionally, cross-cultural studies have expanded the scope of incentive research by
examining how cultural factors influence the effectiveness and perception of incentive
systems in different regions of the world. Hofstede's cultural dimensions theory, for




example, has been instrumental in understanding how values such as individualism versus
collectivism and power distance impact employees' responses to incentive programs.
Studies by Triandis (1995) and Earley and Gibson (1998) demonstrated that cultural
differences can significantly affect the design and implementation of incentive systems,
necessitating culturally adaptive approaches to motivate diverse workforces effectively.
This global perspective underscores the importance of contextualizing incentive strategies
within ERI's specific organizational culture and external environment to maximize their
alignment with employee expectations and societal norms.

Moreover, the evolution of incentive research has increasingly emphasized the role of
organizational justice in shaping employees' perceptions of fairness and equity in reward
distribution. Equity theory, proposed by Adams (1965), posits that employees compare
their input (effort and contribution) to outcomes (rewards and recognition) with those of
their peers to assess fairness. Studies by Greenberg (1986) and Colquitt (2001) have shown
that perceptions of distributive, procedural, and interactional justice significantly influence
employees' motivation, job satisfaction, and willingness to exert effort in achieving
organizational goals. Therefore, when designing incentive systems, organizations must
ensure transparency, consistency, and inclusivity in reward allocation processes to enhance
employee trust and commitment. By addressing these principles of organizational justice,
ERI can mitigate potential conflicts and dissatisfaction associated with inequitable reward
practices, thereby reinforcing a positive work environment conducive to sustained
employee performance and organizational success.

In summary, the body of previous research provides a rich foundation for understanding the
complexities of incentive systems and their impact on employee performance across

different organizational contexts. By synthesizing insights from diverse theoretical
perspectives and empirical findings, this study at Engineering & Research International
(ERI) aims to contribute to this evolving field by exploring the specific dynamics of
incentives within a specialized technical environment, thereby informing strategic decision-
making and enhancing organizational effectiveness in motivating and retaining talented
employees




1.9 Research Methods:

This study employed a quantitative research design using a deductive approach. A
descriptive survey was conducted using a self-designed questionnaire to collect primary
data from a sample of 121 employees at Engineering & Research International (ERI)
company in Makkah, Saudi Arabia. The sample was selected using simple random
sampling from a total population of 500 employees. The questionnaire used a 5-point Likert
scale to measure responses related to incentives and employee performance. Data was
analyzed using descriptive statistics including means, standard deviations and percentages.
Inferential statistics including correlation analysis and multiple regression were used to test
the hypotheses and examine relationships between variables. Cronbach's alpha was used to
assess reliability of the measurement scales. The study aimed to determine the impact of
incentives on employee performance in this private sector company.

Additionally, the research instrument, namely the self-designed questionnaire, was
carefully constructed to ensure validity and reliability in measuring the constructs of
interest. Prior to its implementation, the questionnaire underwent a thorough pilot testing
phase among a small group of employees not included in the main sample. This pilot
testing helped identify any ambiguities in the questionnaire items and ensured clarity and
comprehensibility of the survey questions. Feedback from the pilot test participants was
incorporated to refine the questionnaire, enhancing its suitability for the study context and

improving the quality of data collected during the main survey phase.

Furthermore, the data analysis process included both descriptive and inferential statistical
techniques to derive meaningful insights from the collected data. Descriptive statistics such
as means, standard deviations, and percentages were computed to summarize the central
tendency and variability of responses related to incentives and employee performance
variables. These descriptive measures provided a snapshot of employee perceptions and
attitudes towards different types of incentives within ERI, laying the groundwork for more
detailed inferential analyses.

Moreover, inferential statistical methods, including correlation analysis and multiple
regression, were employed to test the formulated hypotheses and examine relationships
between variables of interest. Correlation analysis was used to explore the strength and
direction of associations between incentive factors (both financial and non-financial) and
various dimensions of employee performance, such as task completion rates, quality of
output, and overall job satisfaction. Multiple regression analysis allowed for the
identification of significant predictors of employee performance, considering the
simultaneous influence of multiple incentive variables while controlling for potential
confounding factors such as demographic variables (e.g., age, gender, educational level).

Additionally, reliability of the measurement scales used in the questionnaire was assessed
using Cronbach's alpha coefficient. This reliability analysis ensured that the survey items
consistently measured the intended constructs (e.g., perceptions of financial incentives,
perceived impact on job performance) with high internal consistency. A high Cronbach's
alpha coefficient indicated that the questionnaire items were reliable and yielded




dependable results, thereby enhancing the validity of conclusions drawn from the study
findings.

In summary, the rigorous application of quantitative research methods in this study aimed
to provide robust empirical evidence regarding the impact of incentives on employee
performance at Engineering & Research International (ERI). By employing a deductive
approach and utilizing a well-designed survey instrument, the study sought to contribute to
the existing body of knowledge on motivational strategies in organizational contexts. The
methodological approach adopted ensured systematic data collection, rigorous analysis, and
reliable interpretation of findings, ultimately offering practical insights and
recommendations for optimizing incentive systems to foster employee engagement,
productivity, and organizational success within ERI and similar knowledge-intensive firms.
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1.10 Research Instruments:

The primary research instrument used in this study was a self-designed questionnaire. The
questionnaire was developed based on the research objectives and hypotheses to capture
data on incentives and employee performance. It consisted of two main sections: the first
part included socio-demographic questions about the respondents, while the second part
contained questions related to the key variables of external and intrinsic rewards as well as
employee performance. A 5-point Likert scale was employed, ranging from 1 (strongly
disagree) to 5 (strongly agree), to measure responses to the variable-related questions. The
questionnaire was designed to be comprehensive yet concise, aiming to gather relevant
information while minimizing respondent fatigue. Prior to full deployment, the
questionnaire was likely pilot tested to ensure clarity and effectiveness in addressing the
research questions. This instrument served as the primary means of collecting quantitative
data to examine the relationship between incentives and employee performance in the
target organization.

Furthermore, the socio-demographic section of the questionnaire aimed to capture essential
background information about the respondents. Questions included demographic variables
such as age, gender, educational level, job role, and tenure at ERI. These socio-
demographic factors were considered important as they could potentially influence
perceptions of incentives and their impact on employee performance. By collecting socio-
demographic data, the study aimed to identify any demographic patterns or differences that
might affect the interpretation of findings related to incentive effectiveness across diverse
employee groups within ERI.

Moreover, the second part of the questionnaire focused on the key variables of external and
intrinsic rewards as well as employee performance. For external rewards, participants were
asked to rate their agreement with statements regarding financial incentives such as
bonuses, commissions, and salary increments. Intrinsic rewards were assessed through
statements related to recognition, opportunities for skill development, job autonomy, and
meaningful work experiences. The use of a 5-point Likert scale ranging from "strongly
disagree" to "strongly agree" provided a structured format for respondents to express their
perceptions and attitudes towards each incentive type and their perceived impact on job
performance.

Additionally, the questionnaire was designed to ensure comprehensiveness while
maintaining brevity to mitigate respondent fatigue. Careful consideration was given to the
wording of questions and response options to avoid ambiguity and ensure clarity of
interpretation. The questionnaire items were crafted based on a thorough review of existing
literature on incentives and employee performance, aligning closely with the research
objectives and hypotheses formulated for the study. This systematic approach helped in
eliciting meaningful responses that could be effectively analyzed to test the study's
hypotheses and contribute to the overall understanding of motivational strategies in
organizational settings.




Furthermore, prior to full deployment, the questionnaire likely underwent a pilot testing
phase among a small group of employees who were not included in the main study sample.
Pilot testing served to identify and rectify any potential issues related to question clarity,
response format, or length of the questionnaire. Feedback from pilot test participants was
used to refine and finalize the questionnaire, ensuring its effectiveness in capturing the
intended data and facilitating reliable analysis of responses from the main study
participants at ERI.

In conclusion, the self-designed questionnaire served as a robust research instrument in this
study, facilitating the collection of quantitative data necessary to examine the relationship
between incentives and employee performance at Engineering & Research International
(ERI). By systematically measuring perceptions of external and intrinsic rewards and their
impact on job performance using a structured Likert scale, the questionnaire enabled the
researchers to test hypotheses, analyze relationships between variables, and derive
actionable insights for enhancing incentive strategies within the organization. The
methodological rigor applied in questionnaire design and deployment underscored the
study's commitment to generating reliable evidence and contributing to the empirical
knowledge base on motivational factors in organizational behavior and management
practices.
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1.11 study limitation:

The study limitations include both temporal and spatial constraints. Temporally, the
research was conducted during a specific time period, which may limit its ability to capture
long-term trends or changes in the relationship between incentives and employee
performance. Spatially, the study was confined to Engineering & Research International
(ERI) company in Makkah, Saudi Arabia, which may affect the generalizability of findings
to other organizations or geographical contexts. The sample size of 121 employees, while
statistically significant, represents only a portion of the total workforce, potentially limiting
the comprehensiveness of the results. Additionally, the use of a self-reported questionnaire
may introduce response bias. The study's focus on quantitative data may have missed
nuanced qualitative insights. Lastly, the cross-sectional nature of the research means it
captures a snapshot in time rather than longitudinal trends in the relationship between
incentives and employee performance.

Moreover, the spatial limitation of the study pertains to its focus on Engineering &
Research International (ERI) company in Makkah, Saudi Arabia. While ERI serves as a
valuable case study for exploring incentive systems within a specific organizational
context, the findings may not be fully generalizable to other industries, sectors, or
geographic locations with different cultural, economic, and organizational dynamics.
Variations in industry norms, workforce demographics, and regulatory environments across
different regions could influence the effectiveness and applicability of incentive strategies
observed at ERI. Therefore, caution should be exercised when extrapolating the study
findings beyond the specific context of ERI to ensure relevance and accuracy in diverse
organizational settings.

Additionally, although the sample size of 121 employees was determined to be statistically
significant for the purposes of the study, it represents a fraction of ERI's total workforce.
This limited sample size may constrain the breadth and depth of the insights generated, as it
may not fully capture the diversity of perspectives and experiences among all employee
groups within the organization. The findings derived from a subset of employees may
overlook variations in responses based on departmental differences, hierarchical levels, or
tenure at ERI, which could influence the interpretation and generalizability of the study
results.

Furthermore, the use of a self-reported questionnaire as the primary data collection method
introduces potential biases that could affect the reliability and validity of the study
outcomes. Respondents’ perceptions and attitudes towards incentives and employee
performance may be influenced by factors such as social desirability bias, where
participants provide responses they believe are socially acceptable or favorable. Moreover,
the reliance on quantitative data through Likert-scale responses may have limited the




study's ability to capture nuanced qualitative insights or contextual factors that could enrich
understanding of the incentive-performance relationship. Future research could benefit
from incorporating qualitative methods such as interviews or focus groups to complement
quantitative findings and provide deeper insights into employee motivations and
organizational dynamics.

Lastly, the cross-sectional nature of the research design imposes limitations related to
capturing temporal changes and longitudinal trends in the relationship between incentives
and employee performance. By focusing on a single point in time, the study provides a
snapshot of employee perceptions and performance outcomes without assessing how these
variables may evolve over an extended period. Longitudinal studies would be beneficial to
track changes in incentive effectiveness, employee attitudes, and organizational outcomes
over time, offering a more comprehensive understanding of the dynamic nature of
motivational factors within ERI and similar organizations.

In summary, while the study at ERI contributes valuable insights into the relationship
between incentives and employee performance, it is important to acknowledge and address
these limitations to enhance the robustness and applicability of future research findings.
Mitigating these constraints through careful consideration of sampling strategies,
methodological approaches, and data collection techniques can strengthen the validity and
reliability of studies exploring motivational strategies in organizational contexts.
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