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The increasing complexity of today's organizational environment has led to the
need to analyze the link between intangible rewards and employee engage-
ment. This thesis aims to determine the extent to which these factors can influ-
ence the development of engagement. This research is very important as or-
ganizations are beginning to recognize the importance of implementing intangi-
ble rewards that can help improve the experience of their employees. Through
the research, | have been able to gain a deeper understanding of the various
types of intangible rewards and their effects on employee engagement and mo-
tivation. The findings of this research can be used by managers to improve their

employee engagement efforts.

In this thesis, there was no client, so the thesis topic was chosen because of the
writer's interest in human resources and improving employee engagement and
satisfaction. Good managerial work can positively impact the well-being of their
employees and help a company achieve its objectives by making sure that

workers are up to the demands of the organization.

This functional thesis provides a guide for all managers or those who are inter-
ested in managerial work regardless of their industry. The objective of the thesis
was to find out what kinds of strategies managers can use to optimize their em-
ployee’s intangible rewards and engagement. With the guide, it can help man-
agers optimize their work quality, which can directly affect the well-being of their

employees.

Key words: intangible rewards, engagement, motivation, managerial work, a
guide
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1 INTRODUCTION

1.1 Thesis Topic

In today's working environment, where monetary rewards are the principal moti-
vators mostly, the importance of intangible rewards is not as prominent. This the-
sis aims to research the various factors that can influence employee engagement

through intangible rewards.

This thesis topic is relevant since companies are mainly focused on their results.
But it is still important to care for and acknowledge the employees as a healthy
workforce helps companies establish, for example, a competitive advantage.
Having a more enjoyable work environment can help employees feel better about
themselves and their health. It can also reduce their stress levels and improve

their quality of life.

The thesis is functional and provides a guide for managerial work. The thesis is
designed to provide managers with a guide on how to implement effective intan-
gible rewards that can improve their employee engagement and motivation. In
this thesis, there is no client, so the thesis topic was chosen because of the writ-
er's interest in human resources and improving employee satisfaction and en-

gagement.

1.2 Thesis Objective, Purpose, and Research Questions

The thesis objective is to identify the key types of intangible rewards in the work-
place and to explore the relationship between intangible rewards and different
motivation theories. Also, to assess the impact of intangible rewards on employee
motivation and job satisfaction and examine how managers can optimize intangi-
ble rewards through various techniques. And lastly, propose practical strategies
for enhancing employee engagement through the effective use of intangible re-

wards.



The purpose of this thesis is to provide a practical guide for managers who are
interested in learning more about the concept of intangible rewards and employee
engagement or just are starting their career as managers regardless of their in-
dustry. The guide will help managers identify the factors that can influence their
employee’s engagement. It will also help them understand how they can help
their subordinates perform their duties efficiently. Good managerial work can re-
sult in an employee's well-being, and it can also help a company meet its objec-
tives by making sure that its employees are up to the task. The guide should be
clear and concise so that people can easily read it and obtain valuable career
advice. It should also not take too long to read and should not be too hard to

follow, instead, it should be easy to understand and should be coherent.

In this thesis, the focus is on the importance of intangible rewards and employee
engagement. The research question was designed based on what it aims for. The
research aims to analyze the factors that influence intangible rewards and em-
ployee engagement and develop theories that can help optimize the effective-

ness of those. The research question was designed based on that information.

Main research question:

e To what extent do intangible reward contribute to employee engagement

within organizations?

Sub questions:

« What are the key types of intangible rewards recognized within organiza-
tions?

« What is the relationship between intangible rewards, employee engage-
ment and motivation?

« What specific strategies can managers implement to optimize the impact

of intangible rewards on employee engagement?



1.3 Thesis Structure

The structure of a thesis is designed to guide readers through the research pro-
cess, from the introduction of the topic to the presentation of findings and conclu-
sions. This thesis begins with the introduction, which provides an overview of the
topic, its objective, the research question, and the significance of the research.
The next chapter is a literature review, which provides reviews of existing litera-
ture on the topic and establishes the theoretical framework that informs the re-
search. The third chapter is about methodology, which describes the research
design and methods used for data collection and outlines how the study was con-
ducted. In the fourth chapter, the results of the research are presented, and data
are analyzed about the research question and objectives. The fifth chapter is a
discussion that interprets the findings and explores their implications. Lastly,
there are conclusions and recommendations. The conclusion summarizes the
main findings and restates the research question and objectives. Recommenda-

tions provide practical suggestions based on the research findings.

1.4 Ethicality and limitation

Ethical considerations constitute a fundamental basis for academic research, pro-
tecting the welfare, dignity, and integrity of all participants in the process. This
chapter outlines the ethical guidelines followed during the research, which did not
utilize surveys or similar techniques for gathering data. Since the research was
based mainly on existing literature and secondary data analysis, the traditional
process of obtaining informed consent was not applicable. It is essential to em-
phasize, nevertheless, that the data used came from publicly accessible sources,
and that any citation of sources followed the rules of academic integrity. Being
transparent is essential to conducting ethical research, and this research has
taken great care to explain its goals, procedures, and methods. Open acknowl-
edgment of any restrictions or limitations enables readers to assess the research

critically within its parameters.



The limitations and factors that could affect the findings' applicability and scope
are discussed in this chapter, especially considering the lack of surveys or com-
parable data collection techniques. The primary limitation stems from the reliance
on existing literature and secondary data analysis. The absence of direct engage-
ment with a live sample restricts the ability to explore dynamic, real-time re-
sponses and details that could have been uncovered through interactive method-
ologies. The results' applicability to wider or more diverse populations may be
limited by the absence of primary data collection. The scope and breadth of pre-
vious research on the topic as well as the databases consulted for secondary
data may have an impact on the depth of insights, and the research’s time frame

limitations.



2 LITERATURE REVIEW

The literature review introduces the overview of existing concepts and theories of
intangible rewards, employee engagement, and motivation. A literature review is
a critical analysis of the work that has already been published. It is primarily used
to help the author gather the necessary fundament of knowledge to conduct their
research (The University of Edinburg 2023).

2.1 Intangible Rewards

An intangible reward is a non-monetary reward that an employee can receive for
their efforts. It can be used to show appreciation for their work and is usually given
after an employee has performed well. These types of rewards can help promote
a positive work environment and enhance job satisfaction. Unlike tangible re-
wards, which are usually associated with a salary or benefits, intangible rewards
can have a significant impact on an employee's emotional and psychological well-

being, and they are more cost-efficient than monetary ones (Vasal 2023).

The concept of total reward refers to tangible and intangible rewards, which are
the various methods that an organization uses to reward its employees. Some of
tangible rewards are indirect, such as health insurance and time off and another
type of tangible rewards are direct, which are salary increases and bonuses. Total
rewarding (Picture 1.) shows the total rewards and how intangible rewards are as
part of it. As can be seen the role of intangible rewards as in total rewards is a
small percentage, but it has a huge impact on the overall success of the organi-

zation if they optimize it well.



Intangible Rewards

¢ Development opportunities

& Recognitionand appreciation

Salary increase
from manager

. Bonus
® Work-life balance

Gift cardsand vouchers

Typical

distribution Merchandise

of compensation
components

e Health insurance
® Time off

e Retirement benefits

FIGURE 1. Intangible rewards as part of total rewards (AIHR).

The main key characteristics of intangible rewards are recognition, feedback, op-
portunities for personal growth, meaningful work, and a positive work environ-

ment.

Recognition: The concept of recognition refers to the acknowledgment of work-
ers' contributions and achievements. Recognition can be achieved by verbalizing

praise or writing a commendation.

Feedback: Giving constructive feedback can help employees develop their per-
formance and identify areas for development. It can also reinforce positive be-

havior.

Opportunities of personal growth: Offering opportunities to develop employ-
ees' skills or advance their careers is a way for organizations to show their com-

mitment to the growth of their employees.
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Meaningful work: Rewarding employees for taking on projects and tasks that
align with their interests and skills can boost their satisfaction and engagement in

the workplace.

Positive work environment: An organization's positive and supportive culture
can act as an intangible reward in helping employees feel comfortable and valued

in their jobs.

Intangible rewards are significant for an organization since when an organization
prioritizes intangible rewards it raises chances of attracting and retaining the top
talent. Highly engaged and appreciated employees are more likely to remain with
their current employer, which decreases employee turnover. On the other hand,
also new employees might be attracted to organizations that prioritize intangible
rewards. Another significance of intangible rewards is that it can help foster a
more positive organizational culture because employees will feel more connected
to the organization's values when recognition, appreciation, and meaningful work
are accentuated (Ibrahim, Mohammed, Fallatah, Alabdulhadi & Salem 2023).

2.1.1 Recognition

The time for change in the workplace has arrived since a growing number of em-
ployees are seeking jobs that better suit their needs rather than the highest-pay-
ing positions. Employees are seeking organizations that provide recognition and
encouragement to achieve their objectives. Recognizing employees can help or-

ganizations enhance the experience of their employees (Rogers 2022).

Recognition as part of the intangible reward means that employees are acknowl-
edged for their efforts and achievements in the organization. Recognition focuses
on the emotional and psychological aspects of employee engagement and moti-
vation. Recognition is an effective tool that can engage and motivate employees
when showing appreciation for their hard work and dedication. Various forms of
recognition can be used, such as written acknowledgment, verbal praise, and
awards (Wickham 2023).


https://www.proquest.com/central/docview/2779694229/8392CE693962417FPQ/6?accountid=14242
https://www.proquest.com/central/docview/2779694229/8392CE693962417FPQ/6?accountid=14242
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The way how recognition is done is crucial because every employee is an indi-
vidual and therefore not all are the same. Some individuals favour, for example,
public praise and others private form of recognition. Therefore, it's necessary to
identify every employee’s personality type and how they prefer to get recognition

that is the most appropriate to them (Wickham 2023).

The recognition can be verbal or written, such as verbal recognition can include
making a point of thanking employee or publicly acknowledging their contribu-
tions. Instead, written acknowledgement may be provided in the form of a note,
email, or letter. There are three types of recognition that can be done depending
on the situation, such as public, peer and managerial. Public recognition can be
done by announcing employees’ achievements in a companywide or team meet-
ing, or through social media. A peer recognition is a way for employees to show
appreciation for their colleagues. It can help promote a more collaborative and
positive work environment. Managerial recognition is an approach that involves
a formal evaluation or feedback session, one-on-one interactions, or informal
gatherings where the manager expresses appreciation for the employee's efforts
(Cross 2023).

The importance of an employee experience is a vital part of any organization's
success. However, implementing effective strategies to foster a favorable expe-
rience can help boost employee satisfaction and personal growth. Recognizing
employees can help an organization provide a more enjoyable experience. Cre-
ating a convenient employee experience through the digital, interpersonal, and
environmental elements is the essence of a successful workplace (Rogers
2022).

Digital Experiences: Because of digitalization, the workplace is constantly
changing, so organizations need to focus on their digital aspects. A digital
recognition system can help employees feel recognized and content by provid-
ing them with a customized experience that's designed to meet their needs. It
can establish an entertaining and interactive experience for employees.
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Interpersonal Experiences: Employees are spending plenty of time with their
coworkers and managers and therefore, it's one of the crucial composers to de-
fine the healthiness of the organization. Making an employee feel appreciated
for their contributions to the organization is the aim of employee recognition. Or-
ganizations can enhance the work experience of their employees by putting in

place efficient recognition programs.

Environmental Experiences: One of the most essential factors that organiza-
tions consider when it comes to creating a great work environment is recogni-
tion. This can be achieved by designing recognition programs that emphasize
the creation of a lively and healthy work environment. A well-designed recogni-
tion program should be able to accommodate the varying needs of employees.
Since the COVID-19 pandemic, the workplace environment has changed, em-
ployees are working at the office or remotely and therefore a comprehensive

workplace environment is needed regardless of where workers are located.

The importance of recognition in the workplace is enormous because being able
to acknowledge and appreciate the contributions of employees can help boost
their satisfaction and make them feel valued and included in the organization.
Therefore, they are more likely to feel engaged and motivated when their man-
agers show appreciation for their hard work. Also, recognition can result in higher
job satisfaction, which can lead to a more stable organization, because satisfied
workers are more likely to stay with the organization and avoid looking for other
jobs. Constant recognition can help organizations create a positive organizational
culture, which promotes excellence among employees and fosters appreciation

for their contributions.

2.1.2 Feedback

Feedback is a process of communication between employees and managers,
which involves providing suggestions, insights, and observations to help employ-
ees improve their work or performance. It is a great way to promote awareness
of oneself and guides employees to grow and develop their skills (Castillo 2023).

Feedback is crucial to us as individuals in our jobs because it can help us develop
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effective behaviors and improve efficiency. It can also help guide the actions and
decisions of others. Unfortunately, many people are not comfortable giving or re-
ceiving feedback (London 2014, 3).

Several different types of feedback can be used depending on the situation.
They can be divided into three main parts according to the type of evaluation,
form, and content (Castillo 2023).

Three types of feedback can be used in an evaluation. These are based on the

type of evaluation that is planned on conducted.

Positive feedback: A positive evaluation is a form of feedback that highlights
an individual's abilities, strengths, and achievements. Positive feedback is nec-
essary, as it helps employees feel that they're doing a desirable job. Positive
feedback aims to reinforce positive actions, behaviors, or outcomes. It encour-

ages employees to strive for excellence and recognizes their achievements.

Negative feedback: Negative feedback is aimed at highlighting areas of con-
cern for the employee and offering suggestions on ways to improve. It is the

most challenging type of feedback and is required to foster employee growth.

Constructive feedback: With constructive feedback, an individual can enhance
their performance by highlighting areas of their work that they can improve. It

can provide them with tools and solutions to develop.

There are four types of feedback can be used in a form:

Implicit feedback: The implicit form of feedback involves messages being con-
veyed through signs or the tone of voice. It is important to avoid sending the
wrong message to the intended recipients. This technique is commonly used to

avoid a confrontation and includes delivering feedback in a sensitive custom.

Explicit feedback: Explicit feedback is an entirely straight method of conveying
a message. It can provide specific details about an employee's performance,
despite its negative or positive nature.
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Feedback 360: A more complicated form of feedback is Feedback 360, which
requires the involvement of other people, such as managers and colleagues.
With this method, an employee's achievements can be estimated from varying
viewpoints. This form of feedback aims to provide employees with cherished in-

sight into how to enhance their performance.

Continuous feedback: Instead of being praised at only specific moments, con-
tinuous feedback is a form of feedback that is offered regularly. This method is

used to observe an employee's efficiency.

The last type of feedback according to the content has two types, which are

general and specific feedback.

General feedback: Feedback that concentrates on an employee's general per-
spectives is referred to as general feedback. It doesn't consider the details that

could apply to the issue being discussed.

Specific feedback: In contrast, specific feedback aims to provide more precise
information, such as reforming an individual behavior, like preciseness. This
type of feedback is frequently used to recognize problematic issues and imple-

ment effective measures to enhance performance.

In general, the feedback can be written or verbal. Written feedback is a type of
communication that can be provided in a variety of forms, such as comments on
documents or performance appraisals. It allows for detailed and recorded dis-
cussions. Verbal feedback means that it’s given orally, in face-to-face engage-
ments, or in meetings. It is more personalized and swifter. The feedback can be
given by colleagues or managers, which means that feedback from peers is typ-
ically provided by colleagues at the same level and it gives an individual a
unique perspective on their performance. Managerial feedback is typically given
by supervisors. It can include an evaluation of an individual's performance, pro-
fessional growth, and achievement goals. Lastly, in today's working environ-
ment, feedback can be given remotely or in a virtual work environment using
digital tools (Kirk 2023).
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In workplaces, feedback may be utilized to motivate or inspire employees.
Feedback is a form of recognition that tells an employee that their work is ap-
preciated. It can help an employee to develop their work identity and motivation.
Having feedback can also help build a trusting atmosphere in the organization.
Feedback is a sign to employees that someone is noticing their contribution. In
most companies, employees often feel like they are working alone. With feed-
back, one can share their achievements with others. An employee may not be
able to tell if they are doing the right thing if they are not receiving feedback.
This can make them feel like their work is not worth anything. Also, a single
positive comment from either a supervisor or colleague can have a lasting im-

pact on an individual's career (Sarkkinen 2017).

According to psychologists, feedback can help improve an individual's motiva-
tion. It can also alleviate learning by providing helpful information in a way that's
significant to the individual. Information on outcomes is a vital part of motivation,
as it originates from feedback that comes from the achievement of a job or task.
Feedback plays a significant role in career motivation. The heading and steadi-
ness of an individual's career can be influenced by their insight into their envi-
ronment and oneself. This is because information about potential career paths
can be acquired from performance feedback. Feedback is also an essential part
of learning, as it can help employees to develop their skills and behaviors.
Feedback enables individuals to try new things and improve their performance
(London 2014, 6).

2.2 Employee Engagement

The concept of employee engagement refers to the various features that contrib-
ute to its development. First, it requires the maintenance of energy. Second, it is
about the individual's ability to interpret the experience of their work. Lastly, it is
about the level of directionality that the engagement has. An employee's engage-
ment is singular because it is concentrated on the employee’s work context. It
involves the full involvement of the individual, including their psychological

knowledge. According to a study, employee engagement involves experiencing
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significant, critical emotions and cognition. These types of expressions are re-
garded as psychological appraisals that are related to the expectations of the

work environment (Shuck 2019, 8).

The concept of employee engagement also refers to the individual's desire to
be engaged in their work. This is because the desire to be successful in their
job is linked to the experiences that they have throughout their career (Shuck
2019, 72). Powerful motivational states such as pride, accomplishment, and be-
lief can lead employees ahead. In the workplace, an employee may come to
work completely engaged if they are feeling proud of their accomplishments and
if their work is valued (Shuck 2019, 33).

Employees who are engaged in their work are more likely to maintain their focus
and direction as they carry out the task at hand. When employees believe that
their actions are meaningful, they tend to choose to engage proportionately. Un-
fortunately, many employees who believe that their work is meaningless or un-
safe may not be engaged in the company's operations. The importance of the
work that an employee is doing and the feedback they receive are two of the most

important factors in employee engagement (Shuck 2019, 21).

Studies have shown that employee engagement can extend beyond the work-
place. According to studies, being engaged can also have a positive effect on
an employee's life outside of work, because being engaged at work help de-
crease an employee's levels of anxiety and depression. It can additionally help
employees feel more able to forgive themselves for their failures (Shuck 2019,
59). According to the findings of the studies, leaders who encourage the devel-
opment of an environment that supports employee engagement are more likely
to have higher levels of creativity and innovation and satisfaction with their em-
ployees. They are also more likely to have a higher level of profitableness
(Shuck 2019, 62).

The concept of employee engagement is not a requirement, nor can it be em-
powered through any methods or convention. The goal of employee engagement
is to make people feel included. An employee's engagement occurs when they

believe that their organization will support them and that their interests are also
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considered equally. This belief is commonly seen as being related to their super-
visor (Shuck 2019, 71).

Organizations that are interested in enhancing their employee engagement may
target on adopting recognition techniques that sustain midst knowledges and
educate managers to approach their work from a different perspective. Develop-
ing systems that promote such as psychological safety and career mapping are
also essential for all employees. It's necessary for organizations to find ways to
communicate the importance of their employees work by establishing genuine
ways to connect with their employees (Shuck 2019, 72). One of the approaches
may include, for example, being able to discuss the safety of their colleagues
and the overall condition of their work environment can help boost feelings of
engagement This can include their thoughts about the safety and meaning of
their environment, their desire to be in the workspace, and how those experi-

ences are linked to the concept of employee engagement (Shuck 2019, 34).

Various tools are used by organizations to measure and study the level of en-
gagement in their workforce, such as surveys and assessments. Various strate-
gies can be used to improve the level of commitment and dedication of employ-
ees, such as providing clear communication, recognizing workers, promoting

professional growth, and fostering a enjoyable work environment.

2.3 Motivation Theories

The concept of motivation is defined as the shaping of an individual's desired
behavior in a satisfactory and acceptable way. It is linked to various concepts
such as stimulus and motive. A stimulus can stimulate an individual to behave
in a certain way to provide them with a reason to do so. In the process of moti-
vating, a person is engaged in accomplishing specific goals (Niezurawska 2023,
7).

Richard Ryan and Edward Deci developed the Self-Determination Theory (SDT)
of motivation and according to the theory, there are two ways to be motivated to
do something: intrinsic and extrinsic. Intrinsic motivation is proactive and in-

stead of focusing on external goals, intrinsic motivation is focused on the things
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that inspire people. This type of motivation can be triggered by the person's in-
ner desire. It helps individuals avoid being burdened and instead focus on the
things that they want to experience. Extrinsic motivation is instead reactive and
it's outside the control of the individual. Its primary motivator can be fear of pun-
ishment or reward, or group pressure. Striving for external goals can make one
feel repulsive, and it can consume a lot of mental resources due to its negative

effects on one's well-being (Mayor & Risku 2022, 39).

Motivation is one of the crucial elements in developing an individual's work ef-
fectivity. Numerous studies have presented that proper motivation can lead to
higher commitment levels. The implementation of effective incentive programs
can help employees develop their motivation permanently (Niezurawska 2023,
7). An employee with low motivation might be working at a slower speed and
not putting much effort into their job. This can lead to a waste of resources and
affect the performance of other employees. It could also prevent the company
from achieving its goals. Conversely, employees who are motivated tend to be
more productive, as they are more likely to put in the extra effort required to fin-
ish their tasks. They also want to focus on accomplishing the company's goals
and contributing to its success. The success of a company depends on its em-

ployee’s motivation (Perkbox n.d.).

The next chapters will go through the studies of various motivation theories so
that managers will have a better understanding of how to motivate their employ-
ees. Theories can help identify the various factors that influence people's moti-
vation, such as environmental factors and individual needs. This knowledge can
then be used to develop targeted interventions that can improve the motivation
of employees. Different people may be motivated by varying factors. With moti-
vation theories, one can address and understand these differences, which
makes for more effective management techniques. Understanding the various
theories of motivation can help organizations improve their performance by cre-
ating environments that foster commitment, dedication, and satisfaction among

their employees.
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2.3.1 Maslow's Hierarchy of Needs

The Hierarchy of Needs is a framework developed by Abraham Maslow in 1962.
He outlined the concept of the hierarchy of needs, which sought to explain how
people behave and what factors motivate them to act. According to the theory,
individuals are motivated to fulfill their needs in a certain order, with the lower
ones being prioritized over the higher ones (Harrisson 2005). From the bottom of
the hierarchy upwards, the needs are physiological, safety, love and belonging,

esteem, and self-actualization (McLeod 2018).

Self-fulfillment
needs

Self-

actualization:
achieving one’s
full potential,
including creative
activities

Esteem needs:
prestige and feeling of accomplishment Psychological

needs
Belongingness and love needs:
intimate relationships, friends

Safety needs:
security, safety Basic

needs
Physiological needs:
food, water, warmth, rest

FIGURE 2. Maslow’s Hierarchy of Needs (Simply Psychology).

1. Physiological needs: Humans need food, shelter, water, and sleep to sur-
vive. Satisfying these necessities is the goal of most individuals until they are
met. Some of the factors that can help employees meet their physiological
needs are rest breaks, occupational health care, and exercise at the workplace.
2. Safety needs: Once physiological needs are met, individuals start seeking

security and safety. This includes protection from harm, financial stability, and
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physical safety. The factors that can help employees feel safe in the workplace
are the proper employment relationship, ergonomic equipment, and salary.

3. Belongingness and love needs: After meeting safety and physiological
needs, people seek social connections and a sense of belonging, which can in-
volve feelings of love and acceptance. The workplace can influence the social
needs of workers by fostering teamwork, group cohesion, and a favorable su-
pervisor-employee relationship. To create a positive work environment, the
manager should aim to establish a strong team spirit and develop a good rela-
tionship with employees.

4. Esteem needs: Satisfying one's esteem requires one to feel proud of one's
accomplishments, be recognized by others, and be able to express one's self-
worth. This stage also encompasses external and internal esteem. Appreciation
needs can be met in the workplace through the establishment of goals, evalua-
tions, rewards, and feedback practices.

5. Self-actualization: At the top level, one seeks fulfillment of one's purpose, in-
dividuality, and creativity. This phase also involves attaining personal growth
and realizing one's potential. Self-actualization be seen in various ways in the
workplace, such as career advancement, fulfillment in one's work, and a sense
of competence. If the goal is to maintain employees' commitment to the com-

pany, then the needs of the previous levels must be met.

This theory separates extrinsic and intrinsic motivation. Extrinsic motivation is
frequently related to physiological and safety needs. Extrinsically motivated indi-
viduals are more likely to avoid negative consequences by choosing external re-
wards. As people reach higher levels, their motivation becomes more intrinsic,
and they are motivated by factors such as their personal growth and fulfillment
of their potential (Ruohotie & Honka 1999, 14).

The hierarchy of needs helps managers understand that their subordinates may
have different motivation sources. Managers need to be knowledgeable enough
to identify with their subordinates what motivates them. Managers can enhance

employee retention and satisfaction by addressing the varied needs and motiva-
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tions of their employees. Some of the ways managers can do this is by imple-
menting safety measures or providing avenues for personal growth to fulfill es-

teem needs.

Transitioning from Maslow's Hierarchy of Needs to Herzberg's Two-Factor The-
ory allows for a more exploration of the factors that influence employee satisfac-
tion and motivation. While Maslow's Hierarchy of Needs provides a broad idea
of what human needs are, the Two-Factor Theory by Herzberg goes into more
detail about the elements that can affect employee engagement and attitudes.
Herzberg's theory provides a more focused lens, shifting our attention from gen-
eral human needs to the distinct factors that contribute to job satisfaction and
dissatisfaction. Transitioning focus from Maslow's broad categorization of needs
to Herzberg's dual-factor approach helps to gain a more refined perspective on
the workplace dynamics that directly impact employee motivation and engage-

ment.

2.3.2 Herzberg's Two-Factor Theory

Frederick Herzberg conducted a study in the 1950s to find out what made some
employees feel dissatisfied and satisfied at work. According to Herzberg, two di-
mensions of job satisfaction affect an employee's motivation and attitude at
work. These are the hygiene factors and the motivators. He claims that while
hygiene issues can't directly motivate workers, they can help minimize their dis-
satisfaction if properly handled. Some of the common hygiene topics that can
affect an employee's satisfaction include salary, work conditions, and supervi-
sion. On the other hand, motivators are those who help individuals fulfill their
needs by providing them with the necessary resources and opportunities to
grow. After addressing the hygiene concerns, the motivators can then help
boost production and job satisfaction (Syptak, Marsland & Ulmer 1999).
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FIGURE 3. Herzberg’'s Two-factor Theory (Lumen).

Herzberg claims that it is crucial to invest in people's motivation when it comes to
work. The two-factor theory states that giving employees, for example, feedback
and training opportunities can help improve their performance and personal
growth. In addition, hygiene must be maintained to prevent job dissatisfaction.
The lack of proper hygiene can negatively affect the working community and em-
ployees’ motivation (Robbins & Coulter 2016, 496).

To apply Herzberg’s theory to real life, it's necessary to go through hygiene fac-
tors and motivators (Figure 2.) that can affect job dissatisfaction and how they
can be considered to improve the work environment. The are various hygiene
issues that can affect the work environment. Although these aren't the main fac-
tors that can influence job satisfaction, they should be addressed to develop a
work atmosphere that is conducive to employee satisfaction (Syptak, Marsland
& Ulmer 1999).

Working conditions: The working environment can have a huge impact on an
individual's level of pride. It's important to take the necessary steps to ensure

that the organization's facilities and equipment are up to date.

Coworker relations: One of the most essential factors that employers consider

when it comes to developing a successful interpersonal relationship with their



23

coworkers is the availability of social contact. This can be done through the es-
tablishment of a schedule that allows employees to meet other people and so-

cialize.

Policies and rules: These can be a source of frustration for workers if they are
unclear or not required to follow them. Having policies that are fair and apply to

everyone can help decrease the dissatisfaction among employees.

Supervisor Quality: Being a good supervisor is very challenging, and it re-
quires a lot of skills and knowledge. Having the right person in place can help
decrease the dissatisfaction among employees. One of the most important fac-
tors that can be considered when it comes to hiring and retaining a good super-
visor is continuous training, for example, to use recognition efficiently and feed-

back regularly.

Salary: Although an employee’s salary is not a motivator, they want to be com-
pensated. If they feel that they are not being compensated, they might not want

to work for the organization.

Neglecting these hygiene issues may cause problems in more ways than one.
Employees may feel dissatisfied, and this may affect the quality of work. Organi-
zations may lose some of their skilled and dedicated employees who may look
for a new job, while mediocre performers may stay put. It's essential to focus

first on hygiene and then move to motivators (Syptak, Marsland & Ulmer 1999).

After going through hygiene factors, it's time to develop the theory to real life in

perspective of the motivators.

Achievements: According to Herzberg, most people want to do well in their job.
To help these individuals reach their goals, it's essential to make sure that em-
ployees are placed in positions where they can use the best of their talents.
Also, make sure that employees know what the standards and goals are for

each position.
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Recognition: Everyone in the organization wants to be acknowledged for their
hard work. It's important to praise those who perform well, even if their accom-
plishments don't have a significant significance. Noticing an employee doing

well, it's essential to show appreciation immediately.

Responsibility: Having responsibility can help workers feel more motivated to
perform their duties well. This can be accomplished by giving them enough

power and freedom to do their jobs.

The work itself: The tasks themselves can have a huge impact on an employ-
ee's feelings about their work. Their level of engagement and difficulty can sig-

nificantly affect their satisfaction.

Advancement: One of the most essential factors that organizations can con-
sider when it comes to rewarding their employees is providing them with a new
title that reflects their achievements. This can help them make their employees
feel valued and improve their performance. When it comes to supporting em-

ployees, it's necessary to allow them to pursue higher education.

Personal growth: Many growth opportunities are like the principles of Maslow's
Theory of Self-actualization. They provide people with the chance to enhance
their personal development and experience promotion in the workplace. Being
able to grow personally can help an individual develop their professional capa-

bilities and increase their chances of attaining new knowledge.

While Herzberg's Two-Factor Theory provides valuable insights into job satisfac-
tion and dissatisfaction, transitioning to Expectancy Theory allows for a more
comprehensive examination of the psychological mechanisms influencing indi-
vidual performance and effort. The Expectancy Theory offers a more in-depth
understanding of how employees perceive effort, performance, and potential re-
wards, providing a more dynamic perspective on workplace motivation. Extend-
ing the focus beyond the factors that directly affect job satisfaction allows to an-
alyze the cognitive processes involved in evaluating an employee's performance
and effort.
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2.3.3 Expectancy Theory

In 1964, psychologist Richard Vroom explained that the forces that motivate an
individual are multiple factors that can affect their performance. They can be per-
ceived as instrumentalities that can lead to high-level outcomes, such as produc-
tivity, and valences that can help with the perception of desirability (Barakat &
Moussa 2019). The expectancy theory focuses on outcomes instead of needs

unlike the concepts of Herzberg and Maslow (Juneja 2015).

Vroom's Expectancy Theory

Valence

Performance Reward

Can| hit my target if | Will hitting my targets Do | find the rewards
work hard? lead to rewards? desirable?

FIGURE 4. Vroom’s Expectancy Theory (SlideBazaar).

The expectancy theory can be expressed in terms of a formula, which is: Motiva-

tion= Expectancy x Instrumentality x Valence (Figure 4.).

Expectancy: Individuals' expectancy refers to their belief that their efforts can
help them achieve their desired results. It can also be used to measure the likeli-

hood of accomplishing a task successfully.

Instrumentality: The concept of instrumentality states that successful perfor-
mance can lead to various rewards and outcomes. It examines the connection

between rewards and performance.
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Valence: The valence of rewards or outcomes is a measure of how attractive or

significant a reward is.

To implement the expectancy theory in a workplace setting, it's necessary to
understand how people make decisions regarding their performance, effort, and

pursuit of rewards according to their valence, expectancy, and instrumentality.

The concept of motivation refers to the multiplication of valence, expectancy,
and instrumentality. When these three elements are positive, employees are
more likely to exert themselves to perform at their best. To reinforce the link be-
tween effort, rewards, and performance, organizations should regularly adopt
effective strategies. They should also provide ongoing feedback and reinforce
achievements. To ensure that the rewards are relevant to the values and prefer-

ences of their employees, the rewards should be aligned with these values.

Employees evaluate their expectancy when it comes to performing tasks suc-
cessfully. An organization can improve this by providing clear expectations,
training, and resources. In addition, managers should ensure that workers have
the necessary skills to complete their assignments, for example, professional
development and training opportunities should be offered, and job descriptions
should include clear performance expectations. Coaching or mentorship initia-
tives should also be established to help employees develop their skills (Isaac,
Zerbe & Pitt 2001).

Employees are more likely to evaluate the link between their desired outcomes
and performance if they know that their reward system is transparent. This can
help improve the instrumentality of an organization. Clear communication of the

link between rewards and performance is also important.

Employees evaluate an organization's rewards and outcomes according to their
values. Organizations must understand the varying needs and preferences of
their workforce to ensure that they can attract and retain the best talent.
Through interviews and surveys, organizations can gain a deeper understand-
ing of their employees' aspirations and needs. They can then offer a variety of
rewards to accommodate these preferences. They can also develop a positive
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work environment by recognizing and valuing diverse contributions (Isaac,
Zerbe & Pitt 2001).

Having explored the individual cognitive processes in Expectancy Theory, the
shift toward the Job Characteristics Model signifies a move toward a holistic un-
derstanding of how job design influences employee motivation and engagement.
Although the Expectancy Theory provides insight into the various factors that in-
fluence people's decision-making, the transition to the Job characteristics model
allows to investigate how the inherent aspects such as skill variety and autonomy,

contribute to employee motivation and satisfaction.

2.3.4 Job Characteristics Model by Hackman and Oldham

The job characteristics model (JCM) was established by Oldham and Hackman
in 1976. It's an extensively studied model of job design that explicates essential
work outcomes by modeling job design on a motivational level, such as satisfac-
tion (Singh, Singh & Khan 2016). The goal of the JCM is to explain how a monot-
onous or boring job can prevent employees from performing well. On the other

hand, a challenging or exciting job can boost motivation (Yourcoach n.d).

According to the theory, there are five core characteristics of a job that affect a
person's psychological state. These include the skill variety, task identity, task
significance, autonomy, and feedback. These factors can also impact work out-
comes such as absenteeism and satisfaction. The core characteristics, which the
employees see, can have a significant impact on how they react to the job and

how this reaction leads to outcomes (Singh, Singh & Khan 2016).
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FICURE 5. The Job Characteristics Model (ResearchGate).

Skill variety refers to the extent to which an individual should have the necessary
skills to perform their job. High-skill jobs allow workers to utilize varying abilities,
which makes the work more engaging and interesting. The concept of task iden-
tity refers to the degree to which a job requires the completion of a specific task.
A job with a high task identity allows workers to see the fruits of their job. It also
provides a sense of contribution and completeness. The effects of a task on the
well-being and lives of others are defined as task significance. High-task signifi-
cance jobs are those that directly affect others and contribute to a sense of pur-

pose and meaning (Taylor 2015).

A job's autonomy allows employees to have the freedom to set their schedules
and perform their duties. With high autonomy, workers can make their own deci-
sions regarding how they perform their tasks, which fosters a sense of control
and responsibility. The concept of feedback refers to the extent to which workers
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are provided with clear and direct information regarding their performance. Feed-
back can help employees improve their performance and develop their skills. It

can also provide them with an opportunity to learn something new (Taylor 2015).

The job's five core characteristics can influence three distinct psychological reac-
tions, which are meaningfulness of work, responsibility, and knowledge. Critical
psychological states are defined as the kinds of reactions that a person can en-
counter when they react to a job (Singh, Singh & Khan 2016). The concept of
meaningful work is related to the idea that a job has meaning to an individual and
how much difference it makes to others. It contains skill variety, task identification,
and task significance (Figure 5.). It is a fundamental aspect of intrinsic motivation.
Having the necessary freedom to act is also important for individuals who want
to be successful at their jobs. This includes being able to make changes and
utilize the learnings that they've gained while working. One of the most important
factors that should be considered when it comes to being successful at the job is
having the necessary knowledge about the outcomes of the work. This will enable
employees to make informed decisions and improve the quality of their work

(Yourcoach n.d).

When a job's core characteristics are included, employees feel a sense of inter-
nal motivation and enjoyment. According to the JCM jobs that are designed with
certain core dimensions can result in higher job satisfaction. Also, individuals
are expected to perform well due to intrinsic motivation and positive psychologi-
cal states (Singh, Singh & Khan 2016).
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3 METHODOLOGY

This chapter of the thesis covers the various steps involved in the research, such
as data collection methods, selection, implementation, and interpretation. This
chapter is essential because it provides a comprehensive overview of the aspects
of research design. The research design process is a learning curve that helps
students develop their skills in research. It involves identifying the main idea and

defining the problem (Sileyew 2019).

Defining the research
problem, aim &
objectives

recommendations,
implications &
conclusion

[ Research
‘ Reviewing literature

Formulating the research
questions

‘ Findings discussion ‘

Identifying the research

Data analysis &
metholodoly

presentation

‘ Data collection ‘

FICURE 6. The Research Process.

The research process of this thesis can be seen above (Figure 6.). The process
began with defining the research problem, aim & and objectives. The research
problem serves as the foundation of the research representing the specific chal-

lenge or gap in knowledge that the research seeks to address. The research aim
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is to provide a high-level statement about the research's main goal and aspira-
tions. Research objectives are specific, measurable, and achievable milestones

that guide the research.

The next step was to establish an extensive literature review. This involved a
comprehensive exploration of existing various theories on intangible rewards,
employee engagement, and motivation. The third step was to formulate a clear
and focused research question that would guide the research’s development. A
well-designed research question provides a framework to address the key is-
sues that affect the research’s overall objective. The fourth step was to identify
the research methodology, which involves specifying the methods and proce-
dures that will be used to conduct research. It's a critical step in the research
process and requires careful consideration of the approach that aligns with the

research question and objectives.

The next step of the research process was data collection, which phase is a cru-
cial part of the research process, as it involves identifying the tools and methods
that will be used to gather the necessary information. The type of information that
will be collected, as well as the nature of the research, are the factors that influ-
ence the choice of the data gathering methods. The sixth step was to analyze
and present data, which were based on the existing literature. The next step was
to discuss the findings, which aimed to provide the researcher with an analysis
and a deeper understanding of the results of the research. Also, compare the
results with the existing literature and theories to highlight divergences or similar-
ities. The last step of the research process was to establish a conclusion and
recommendations. In the conclusion part, the research findings were summarized
clearly and concisely. The recommendations section included practical sugges-

tions extracted from the research guiding and how to apply its findings in real life.

Due to time constraints and availability of existing literature, the research was
conducted using a literature review and a theoretical analysis as the primary
methodology. In this research there was used secondary data methods, and the
term secondary data refers to the information that is already available online or
in the library. These include, for example, journal articles, books, and exploratory

studies. Every source of data must be checked for credibility and must undergo
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a critical review. Some of the credible sources that were included in the research
were ProQuest Central, Gale eBooks, ResearchGate, KauppakamariTieto: Pro-
fessional Library, and Alma Talent Business Library. The strategy utilized key-
words to find relevant literature, and thematic analysis was carried out to identify
key theories and themes emerging from the collected materials. The criteria for
using the selected literature were the relevance to research questions, recency,

and credibility of the sources.

Although a literature review is a widely used technique, it has various limitations
that can prevent from achieving desired goals. Due to the lack of fresh data, it
can cause failing to generate new information within a literature review. This
can affect the quality of the work and could prevent addressing gaps in the liter-
ature. The available literature may be biased due to various factors, such as
cultural perspectives, methodological approaches, and publication preferences.
This can limit the diversity of sources. Although a literature review serves as an
overview of the current studies, it may not capture the changing nature of the
subject or provide adequate coverage of new developments. The quality of sec-
ondary sources is an issue when it comes to conducting research. The writer
must rely on their accuracy and reliability, and errors in the literature may be
perpetuated in their analysis. Due to the continuously changing nature of litera-
ture, some sources may no longer be reliable. This can affect the accuracy and
relevance of the research. Despite these limitations, the chosen methodology

for the research was deemed to be appropriate.
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4 DATA PRESENATION & ANALYSIS

The data in this thesis was collected thorough literature review and this chapter
is going through the results of the research that is intended to provide an orga-

nized and clear view of the findings.

4.1 Intangible Rewards

In the first chapter of the literature review there was defined the concept of intan-
gible rewards. The concept of intangible rewards refers to non-monetary incen-
tives that an organization provides to its employees as a form of recognition for
their efforts. Unlike bonuses or salary increases, intangible rewards are focused
on recognizing the employee's accomplishments and efforts. The research find-
ings proposed that intangible rewards play an important role in fostering a positive
work atmosphere and they are linked to employee motivation and engagement.
Employees who receive meaningful and consistent intangible rewards are more
engaged in their work. Intangible rewards can help establish a favorable work

atmosphere and make employees feel valued.

Also, an organization that effectively utilizes intangible rewards exhibits a sup-
portive and encouraging culture that values acknowledgment and appreciation.
A positive culture can attract top talent, boost employee happiness, and estab-

lish a flourishing workplace that encourages collaboration.

The results of optimizing intangible rewards can lead to several positive out-
comes, such as employees who are acknowledged and rewarded are more
likely to feel highly satisfied with their jobs. Employees who are satisfied with
their jobs are more likely to remain with the organization and contribute to its
success. Job satisfaction is also a vital factor when it comes to the retention and
well-being of employees. Organizations that effectively utilize intangible rewards
attract and retain top talent. The ability to retain and attract top talent is very im-
portant for an organization to be successful.
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4.2 Employee Engagement

The importance of employee engagement is acknowledged by workforce man-
agement professionals as it can yield positive results for both the organization
and the individual. The link between intangible rewards, motivation, and engage-

ment is also mutually reinforcing.

Through the research of the literature review could be found that employees
who are engaged are more likely to exhibit higher levels of performance and
productivity. The higher productivity that employees can achieve through en-
gagement can help them maintain a competitive edge and achieve organiza-
tional objectives. It encourages them to exert more effort into their work, leading
to better results. Employees who are engaged are more inclined to stay with
their current organization for a long time. The reduction of turnover can be ben-
eficial for an organization as it helps retain valuable institutional knowledge.
Also, organizations that have high retention rates can benefit from stable and
experienced staff members. Lastly, employees who are engaged tend to experi-
ence better mental and physical health. The well-being of employees can help

boost a company's overall resilience and reduce absenteeism.

While conducting the research, it could be found the link between employee en-
gagement towards intangible rewards and motivation. Intangible rewards, such
as recognition and feedback, are important factors that can help boost em-
ployee engagement because they can help reinforce the connection between
the employees and the company. Engaged employees are motivated to contrib-
ute their best efforts, and motivation is sustained through positive reinforce-
ment, meaningful work, and a sense of purpose, all of which are facilitated by
intangible rewards. The link between those three is significant as it shows the
importance of appreciating and recognizing employees.

4.3 Motivation



35

In the last chapters of the literature review, there was examined various theories
of motivation, which showed that they are related to intangible rewards and em-
ployee engagement. Through the findings, it can be found that Maslow’s Hierar-
chy of Needs is related to intangible rewards and employee engagement because
intangible rewards can help employees address their safety and physiological
needs. These include recognition, feedback, and a positive work environment.
Feeling appreciated and secure can help employees feel more engaged. Provid-
ing feedback and recognition enables employees to feel valued and included in
the workplace. In addition, positive interactions can result in higher engagement
levels. Recognition, which is an intangible reward, can directly address an em-
ployee's esteem needs. Employee's self-actualization needs align with the pro-
fessional development opportunities that they can take advantage of. Being en-
gaged in tasks that let them excel at their best can also make employees feel
more satisfied. Intangible rewards play an important role in addressing Maslow's
Hierarchy of Needs, as they can help fulfill these needs and increase employee

engagement.

Herzberg's Two-Factor theory is linked to intangible rewards and employee en-
gagement because sufficient recognition and feedback can act as hygiene factors
by preventing dissatisfaction. Herzberg's motivating factors are aligned directly
with intangible rewards such as recognition, feedback, and opportunities for
achievement. These factors can help boost engagement and job satisfaction. Ac-
cording to Herzberg, intangible rewards can serve as motivators, but their ab-
sence can lead to dissatisfaction. Feedback and recognition play a vital role in

addressing hygiene issues and motivating employees.

The Expectancy Theory suggests that people tend to act in a particular manner
based on their expectations regarding the outcome of their actions. The theory
comprises three key components: expectancy, the belief that effort will lead to
performance and expectations are often linked to employee engagement and
performance. Intangible rewards can help motivate and improve an employee's
performance. Secondly, instrumentality, the belief that performance will lead to
a reward, the link between an employee's performance and an intangible re-
ward is very important. If an employee believes that their efforts, for example,

recognized by intangible rewards, will result in positive results, this can improve
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their engagement. Lastly, valence, value placed on the reward, the perceived
value of intangible rewards influences employee engagement. If employees
value recognition, feedback, or other intangible rewards, they are more likely to

engage in behaviors that lead to these outcomes.

The last motivation theory was the Job Characteristics Model by Hackman and
Oldham, and one of the core characteristics of the model was feedback. Intangi-
ble rewards, such as constructive and regular feedback, align with this character-
istic and can contribute to worker engagement by uplifting the sense of accom-
plishment and comprehension of their work's impact. Recognition is often linked
to task significance and intangible rewards that recognize the meaningfulness of
an employee's work contribute to a sense of significance and engagement. The
importance of recognition and feedback is acknowledged in the Job Characteris-

tics Model as it relates to creating an engaging and motivating work environment.
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5 DISCUSSION

The primary objective of this discussion chapter is to unpack the findings of the
research, drawing connections between intangible rewards, employee engage-
ment, and the overarching theories that guide our understanding of workplace
motivation. As we dive into the analysis of the data, we will investigate the degree
to which intangible rewards impact employee engagement and, in turn, support

the general health and success of companies.

In an effort to comprehend the complex relationships that exist between intangi-
ble rewards and employee engagement in organizations, this research has
sought to address the main research question: To what extent do intangible re-
wards contribute to employee engagement? Through an in-depth exploration of
existing literature this research has aimed to shed light on the relationship be-

tween intangible rewards and the employee engagement.

As organizations navigate the evolving landscape of employee motivation and
satisfaction, the role of intangible rewards has come to the forefront of managerial
attention. The significance of recognizing and appreciating employees beyond
financial compensation has been a focal point in fostering positive workplace en-
vironments. In light of this, this research set out to explore the effects of intangible
rewards on employee engagement as well as their broader implications for the

performance and well-being of organizations.

The findings of this research unequivocally highlight the substantial contribution
of intangible rewards to employee engagement within organizations. Through a
comprehensive exploration of various intangible rewards and their impact on em-
ployee motivation and satisfaction, the research reveals a nuanced understand-
ing of the depth and breadth of this relationship.

The crucial role that feedback and recognition play is one of the main themes that
came out of the data. Intangible rewards as significant contributors to employees’
sense of engagement. Instances where individuals felt acknowledged for their
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contributions or received constructive feedback were directly correlated with
heightened levels of engagement. This aligns with the principles of motivation
theories, notably Maslow's Hierarchy of Needs and Herzberg's Two-Factor The-

ory, emphasizing the importance of social and esteem needs.

The research’s findings also strongly align with Expectancy Theory, revealing that
employees perceived a clear link between their efforts, performance, and the like-
lihood of receiving intangible rewards. This perceived connection enhanced the
motivational impact of these rewards, fostering a workplace environment where
employees were not only willing but eager to invest discretionary effort. Further-
more, the analysis through the lens of the Job Characteristics Model (JCM) high-
lighted how certain intangible rewards, such as feedback and recognition, influ-
enced key job characteristics. Skill variety, task identity, and task significance
were positively impacted, contributing to employees' sense of meaningful work.
This alignment between intangible rewards and JCM underscores their role in

shaping the very nature of jobs and, subsequently, engagement levels.

While the findings robustly support the significant contribution of intangible re-
wards, it is crucial to acknowledge the limitations of this research. The external
validity of the findings may be influenced by organizational context, industry-spe-
cific factors, and cultural nuances. Future research endeavours could explore
these aspects more deeply, providing a broader understanding of the generaliza-

bility of the relationship between intangible rewards and engagement.

The extent to which intangible rewards contribute to employee engagement is
substantial and multifaceted. The intricate interplay between recognition, feed-
back, and various other intangible rewards offers organizations a rich landscape
to cultivate a workplace environment that fosters high levels of engagement, ulti-

mately impacting performance, retention, and overall organizational success.



39

6 CONCLUSION & RECOMMENDATIONS

This thesis conclusion is a vital part of the research process, as it provides a

summary of the main findings and establishes the significance of the research.

6.1 Conclusion

The thesis research explores the link between intangible rewards and employee
engagement, revealing practical implications and insights. The research shows
that the connection between intangible rewards, employee engagement, and
motivation is more than a theoretical concept. It can be utilized to transform the
present state of the workplace. This chapter summarizes the link between intan-
gible rewards, employee engagement, and motivation emphasizing how im-

portant it is to have a work setting that encourages this behavior.

The research went through various motivation theories, which provided a holistic
understanding of the factors that drive employee motivation. Each theory brings
unique insights into the complex interplay of individual needs, work conditions,
and psychological factors. Herzberg's Two-Factor Theory and Maslow's Hierar-
chy of Needs acknowledge the importance of both intrinsic and extrinsic motiva-
tors. Organizations can use this insight to design comprehensive reward systems
that go beyond financial incentives, incorporating elements that fulfill employees'
higher-level needs for growth, recognition, and achievement. The combination of
theories allows organizations to strike a balance between intrinsic and extrinsic
rewards. While intrinsic factors like meaningful work and autonomy are crucial for
job satisfaction, extrinsic rewards such as recognition, promotions, and benefits

contribute to overall employee engagement.

Vroom's Expectancy Theory emphasizes the importance of aligning employee
expectations with achievable performance goals and meaningful rewards. Organ-
izations can leverage this theory to establish clear performance expectations,

provide the necessary resources for success, and offer rewards that employees
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perceive as valuable and directly tied to their efforts. The Job Characteristics
Model (JCM) provides a framework for designing jobs that are inherently motivat-
ing. Implementing JCM principles can lead to higher levels of employee engage-
ment by enriching job roles, providing opportunities for skill development, and

fostering a sense of purpose and responsibility.

Implementing motivation theories emphasizes the importance of continuous feed-
back and recognition. Recognizing employees for their achievements, aligning
feedback with performance expectations, and acknowledging their contributions
fosters a positive work environment and reinforces a sense of accomplishment.

Motivation theories underscore the dynamic nature of individual needs and pref-
erences. Organizations should be flexible and adaptable in their approaches, reg-
ularly assessing the evolving needs of their workforce and adjusting engagement

strategies accordingly.

The successful implementation of motivation theories contributes to the creation
of a positive organizational culture. When employees perceive that their needs
are understood and valued, and when they experience a motivating work envi-
ronment, they are more likely to be engaged, satisfied, and committed to the or-
ganization. Organizations should regularly evaluate the effectiveness of their en-
gagement strategies, solicit feedback from employees, and stay informed about

emerging trends in motivational research to adapt their approaches over time.

By considering multiple motivation theories, organizations can tailor their em-
ployee engagement strategies to address diverse individual needs. Recognizing
that employees have different motivational drivers allows for the creation of more

personalized and effective engagement initiatives.

The integration of motivation theories into employee engagement and intangible
rewards provides a comprehensive framework for understanding and nurturing
employee motivation. By considering the multifaceted nature of motivation and
tailoring strategies to individual and organizational needs, organizations can cre-
ate a workplace culture that fosters high levels of engagement, satisfaction, and

performance.
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6.2 Recommendations

Based on the extensive research, | have developed a set of recommendations
that will help organizations improve their employee engagement and optimize
their intangible rewards. These recommendations are inspired by various theo-
ries, such as Maslow's Hierarchy of Needs and the Two-Factor Theory, as well
as the Job Characteristics Model and the Expectancy Theory. These ideas will
help create an environment that is conducive to the development of effective em-

ployee engagement.

By Maslow’s Hierarchy of Needs | suggest concentrating on the five needs:

Physiological and Safety Needs: Ensure that basic needs like fair compensa-

tion, job security, and a safe working environment are met.

Social Needs: Foster a sense of belonging through team-building activities,

mentorship programs, and a collaborative work culture.

Esteem Needs: Implement recognition programs, career development opportu-

nities, and avenues for employees to showcase their expertise.

Self-Actualization: Provide opportunities for skill development, training, and

challenging projects that allow employees to achieve their full potential.

By Herzberg Two-Factor theory | suggest concentrating on hygiene factors and

motivators:

Hygiene Factors (Preventing Dissatisfaction): Address hygiene factors such
as competitive salaries, job security, and work conditions to prevent dissatisfac-
tion.

Motivators (Enhancing Satisfaction): Focus on motivators like recognition,
challenging work, and opportunities for advancement to enhance job satisfac-
tion and motivation.
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By Vroom’s Expectancy Theory | suggest concentrating on three components:

Expectancy (Effort-to-Performance Link): Clearly communicate expectations

and provide resources necessary for employees to meet performance goals.

Instrumentality (Performance-to-Reward Link): Ensure that employees per-
ceive a direct link between their performance and the receipt of intangible re-

wards.

Valence: Understand the value employees place on various intangible rewards

and align them with individual preferences

By Job Characteristics Model (JCM) | suggest concentrating on the five core

characteristics:

Skill Variety: Provide job rotations, training programs, and diverse tasks to en-

hance skill variety.

Task Identity: Encourage employees to complete whole tasks, fostering a

sense of ownership and identity with their work.

Task Significance: Communicate the impact of employees' tasks on the

broader goals of the organization.

Autonomy: Allow employees greater autonomy and decision-making power in

their roles.

Feedback: Establish regular feedback mechanisms to enhance knowledge of

results.

Lastly, | would recommend cross-cutting recommendations such as:

Individualization: Tailor intangible rewards based on individual preferences

and needs.
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Regular Communication: Establish open channels for communication, ensur-

ing that employees are aware of the available intangible rewards and how to at

tain them.

Inclusive Culture: Foster an inclusive culture where all employees feel valued

and recognized, regardless of their role or position.

Leadership Development: Invest in leadership development programs to en-

sure that managers are equipped to implement these strategies effectively.

Continuous Assessment: Regularly assess the effectiveness of intangible re-
wards programs and adjust them based on feedback and changing organiza-

tional dynamics.

By integrating these recommendations into their organizational practices, com-
panies can create a workplace environment that optimizes intangible rewards,
aligns with motivation theories, and fosters high levels of employee engage-

ment.

In addition to providing insightful information about the topic at hand, the current
research creates new opportunities for investigation and research in the future.
For example, carrying out long-term research to investigate the dynamic rela-
tionship between employee engagement and intangible rewards. This method
could shed light on how different reward schemes change over time in organiza-
tional contexts and what long-term effects they have. Also, investigate how dif-
ferent industries differ in how intangible rewards affect employee engagement.
Comparative studies may clarify details unique to a given industry and the effi-

cacy of intangible reward schemes in various organizational contexts.

It is also crucial to consider how remote work is changing and how much we de-
pend on technology, it is worth looking into how to maximize intangible rewards
in virtual and hybrid work settings. The results of this study may help modify re-
ward schemes to consider the evolving nature of the workforce. Also, to investi-

gate how various leadership philosophies affect the efficacy of intangible re-
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wards. Examining the effects of transformational or transactional on the execu-
tion and results of programs for intangible rewards. It is also essential to investi-
gate how age or gender affects how intangible rewards are perceived and how
effective they are. Recognizing demographic differences can yield specific in-

sights for reward strategy optimization.
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Introduction

Weleome to this practical guide for managers (o optimize
intangible rewards to improve employce engagement. In the
current. constantly evolving work environment. where personal
and professional domains are increasingly distorted. creating an
environment that fosters employee engagement is not only a
smart move but also a must.

Employece engagement is a vital component of a successful
company. When employees do their jobs with passion. creativity.
and dedication. it increases results. encourages innovation. and
c¢nhances the working environment. In a world where attracting
and maintaining top talent is a competitive advantage. employce
engagement has grown ever more vital to the success of
organizations.

In this guide. we delve into the potent realm of intangible rewards.
Recognition. feedback. opportunitics for professional growth. and
a positive work environment are among the intangible rewards
cexplored here. Why intangible? Because it's these clements that
resonate with employees. fostering a sense of purpose.
connection. and fulfillment.

As a manager. your ability to cffectively manage intangible
rewards can shape the engagement levels of your employees. It's
about understanding the unique needs and aspirations of your
cmployeces. tailoring your approach. and creating a workplace
where everyone feels seen. valued, and motivated to contribute
their best.

This guide is your toolKit for navigating the terrain of intangible
rewards, offering practical insights. strategies. and actionable
steps to enhance employce engagement within your employces.
Come along on this journey to discover how to manage intangible
rewards elfectively to help your employees reach their greatest
potential.
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Intangible Rewards

Intangible rewards are the subtle. non monetary incentives that
contribute significantly to employee engagement and satisfaction.
Unlike tangible rewards such as salary or bencefits. intangible
rewards focus on the emotional and psychological aspects of
recognition and appreciation.

The main key characteristics of intangible rewards are:
« Recognition
-
- Feedback
« Opportunities for personal growth
» A positive work environment
+ Meaninglul work

Importance of Intangible Rewards
Creating a Positive Culture at Work:

Positive work cultures arc fostered in part by intangible rewards
like recognition and appreciation. A foundation of respect and unity
is created when employees' efforts and accomplishments are
acknowledged.

Intangible rewards boost employee morale by creating an
environment where individuals eel valued for their contributions.
In turn. high morale affects collaboration. innovation. and a
rcadiness to go above and beyond.
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Fostering Employce Engagement:

Employces who reecive intangible rewards. such as possibilities
for meaningful work. feel more engaged in their work. Employees
who are actively involved in the success of the company are more
inclined to coordinate their efforts with its objectives.

Enhancing employecce engagement through opportunities for
prolessional growth and development is one way to provide
intangible rewards. Workers are encouraged to invest in their
development when they perceive a path for advancement within
the company.

Increasing Retention and Loyalty:

Employees and the company develop an emotional bond as a
result of intangible rewards. Emotionally connected workers are
more likely to stay with the company. which lowers turnover
rates.

When workers believe that their contributions are valued and
crucial to the success of the company. loyalty is fostered. Loyalty
is fostered by intangible rewards like a supportive lecadership
team and a positive work environment.

Recognition and feedback are the clements that enhance cach
participant's performance in the complicated performance of
organizational dynamics. Their impact extends beyond gratitude:
they are transforming encergies that establish an environment
where people flourish. give their all. and work together to take the
company to new hcights of achicvement.
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’l‘ailm‘ing lntangiblc Rewards

There is no one- size fits-all when it comes to intangible rewards. It
is strategically critical to comprehend the unique preferences of
your team members and adjust intangible rewards appropriately.
Why it matters is as outlined below.

Increasing Engagement:

Personalized incentives have a deeper emotional impact and
increase feelings ol appreciation and connection. Have
discussions. send out questionnaires. or conduct assessments L0
find out what drives cach tcam member most.

Maintaining Top Talent:

When employees believe their special contributions are valued.
they are more likely to stay at the company. As a manager. you
should establish reward programs that arc customized to meet
cach person's personal and professional objectives.

Establishing a Welcoming Environment:
Different teams require different things. Inclusion is promoted by
personalization. Recognize and accept differences in
communication styles, work preferences. and cultures.
Practical Steps for Managers:

Frequent Cheek Ins: Arrange private meetings to discuss personal
preferences and professional goals.

Flexible Approachces: Provide a range of intangible rewards so
that team members can select the ones that work best for them.

Tailored Recognition: Customize your approach Lo recognizing
accomplishments. taking into account public versus private
recognition.
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Recognition and
Feedback

Employces who receive recognition have their contributions and
accomplishments within the company acknowledged. When given
appreciation for an employee's effort and commitment.
recognition is a powerful tool for inspiring and motivating them.

Feedback is a process of communication that managers use with
employees to help them improve their work or performance. It
consists of ideas. observations. and suggestions. As individuals.
we need feedback in our work because it can help us become more

1

elfficient and build beneficial behaviors.
Importance of Recognition and Feedback

In the dynamic landscape of employec motivation. few tools wield
as much influence as recognition and feedback. These are not just
tokens: they are vital clements that have the power to change the
culture of the workplace. boost morale. and advance
organizational success.

Rccngnizing Achievements:

« Recognizing the clforts and successes of both individuals and
teams can have a positive impact on morale. Motivated and
involved workers are more likely to feel valued and
appreciated at work.

« An environment at work where recognition is valued and
encouraged is one of collaboration. When acknowledgment is
taken for granted. it fosters a feeling of pride and
accomplishment among all involved.

« Employees who are acknowledged by the company are more
likely to have a sense of loyalty. Regular recognition in
conjunction with a positive work environment fosters
employcee retention.
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Providing Constructive Feedback:

« When constructive feedback is given. it may encourage
ongoing development. Employees appreciate direction on
how to improve their performance and make a significant
contribution to the objectives of the company.

Good feedback makes expectations clear and guaranteces that

Straightforward expectations enable individuals o align
their efforts with the goals of the organization.

» Feedback is a two-way communication tool that helps
managers and employcees have honest and forthcoming
discussions. Professional relationships are strengthened and
trust is increased through transparent communication.

Rey Strategies for Implementation:

+ Instantancously feedback and recognition have the greatest
impact. Their effectiveness is inereased when
accomplishments are immediately acknowledged and when
performance evaluations are provided.

Individualized praise and criticism based on cach person’s
unique contributions and strengths strike a deeper chord.
Managers ought to spend some time learning about the
distinctive characteristics of every team member.

+ A well rounded approach is ensured by combining private
and public recognition. Acknowledgment in public creates a
positive tecam atmosphere: individual development is
addressed through private feedback.
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Employee
Engagement

The term employce engagement describes the fecling of dedication
and emotional investment employcees have in the organization they
work for.

Importance of Employce
1 ) b Y b Y
Lngagc,m(,m

Employce satisfaction and morale are directly impacted by a
positive work environment. Employees are more likely to put
their all into their jobs when they work in an environment that
recognizes their contributions. values their well being. and
encourages a good work life balance. A sense of purpose and
belonging are lostered by this positive environment. and these are
essential components of employee engagement.

Intangible rewards arc essential in creating a positive work
environment. Acknowledgment. feedback. and recognition serve as
triggers for driving positivity. When employees reecive such
rewards. they not only feel valued but also understand how their
work affects the organization as a whole. This acknowledgment
brings back into the positive atmosphere at work. inspiring and
energizing employces in turn.

Tracking and evaluating employce engagement is a strategic tool

-~ -~ - ~ - “
for understanding the dynamics of your tcam and making wise
choices. It goes beyond simply collecting data. On the next page are
some helpful pointers to help you with this crucial procedure.
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‘mployce Survey: Developing Uselul Awareness

+» Surveys should be conducted on a regular basis to monitor
shilting attitudes and issues.

. Create inquirics that focus on particular facets of
involvement. like communication. work satisfaction. and
growth prospects.

» Maintain anonymity to promote honest feedback and an
environment of open discussion.

Feedback Structure: Establishing a Mutual Street

- Regular check ins: Arrange regular one on-one meetings to get
~ - - -~ s
personal input.

» Suggestion boxes or channels: Give people a way to voice their
anonymous concerns and suggestions.

» Team mectings: Organize regular gatherings where team
L= ~ - L= -
members can share their thoughts and participate in
conversations.

Usclul knowledge: Transforming Information Into Advancements

- Data analysis: To cfficiently evaluate questionnaire findings
and achievement measurements. invest in the necessary tools
or knowledge.

« Discover trends: To identify arcas that require advancement.
scarch the data for patterns and trends.

- Employce involvement: Ask employees for their opinions on
the significance of the data while including them in the e
analysis process. :
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Motivation

Motivation refers to both internal and external factors that drive
people to act in particular ways. put in effort. and persist in
accomplishing their objectives. It is the foree that starts. directs.
and maintains actions and cfforts aimed at completing tasks.
reaching goals. and enhancing the organization's overall

o ~ -
performance.

Importance of Motivation

Employces who are motivated are genuinely interested in what
they do. They have a strong emotional connection to the
organization's goals and success. A more resilient and adaptable
workforce and a positive corporate culture are both influenced by
higher levels of engagement.

Motivated workers [cel more fullilled and purposcflul in their
work. which leads to increased job satisfaction. Job satisfaction
and employce retention go hand in hand. lowering attrition rates
and the expenses related to hiring and onboarding.

Employces who are motivated are more likely to approach work
with passion and dedication. which increases results. Intrinsic
motivation. driven by personal satisfaction and a sense of
purpose. encourages employecs Lo go above and beyond their
basic job responsibilities.

A motivated and enthusiastic team starts with effective
leadership. Managers shape the culture of the workplace by
influencing how employces view their responsibilities and
contributions. Team members who experience positive and
inspiring lcadership are more committed and feel like they have a
purposc.
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Undersmnding Intrinsic and Extrinsic
Motivation

Intrinsic Motivation:

« Individual's inner motivation to complete a task because it will
inevitably satisly them. Employces who are motivated by
intrinsic factors find satisfaction in their work. whether it be in
the form of a sense of achievement. personal development. or
task enjoyment.

Extrinsic Motivation:

- Relers to the use of rewards or consequences [rom outside
sources Lo motivate behavior. This could take the form of
awards. bonuses. promotions. or other material incentives that
motivate workers to deliver quality work.

Although intrinsic and extrinsic motivation are important
factors in shaping behavior, a successlful motivational strategy
strikes a carelul balance between the two. Below you can see
some Lips lor that.

Intrinsic:

-

Incourage employees to make the connection between their
jobs and the broader goals of the company. Emphasize the
significant influence that their contributions have had on the
individual and organizational levels.

Employces can be empowered il they are allowed some degree
of control and autonomy over their work. A sense of
ownership. accountability. and inventiveness in problem
solving arc all encouraged by autonomy:.

Incourage opportunities for ongoing learning and
development. When workers perceive a clear path for internal
promotion within the company. they become more motivated.
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Lxtrinsic:

- Establish a system for promptly and meaninglully recognizing
both individual and group accomplishments. Provide
observable incentives based on performance. such as bonuses.
promotions. or additional recognition.

+ Make surc workers believe their contributions arc valued
appropriately. Competitive pay and benefits have a positive
impact on motivation levels and job satisfaction.

Make explicit your expectations for performance and link
them to particular incentives. The relationship between effort
and result is strengthened when the reward system is
transparent.

The Combination of Both:

Acknowledge that people's preferences for what drives them
differ. A balanced approach takes the workforce's varicty of
needs into account.

Adapt motivational strategies to the preferences ol individuals
or groups. While certain employees might be more receptive to

L]

incentives from outside sources, others might thrive on
internal factors.

Remain adaptable and modily your motivational techniques in
response to changing situations. Evaluate the efficacy of the
extrinsic and intrinsic components regularly.

-
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Understanding Different Motivation Theories

Managers looking to develop a motivated and engaged team will
find that having a solid understanding ol the various theories off
moltivation is essential. Every theory provides a different
perspective on the elements that influence employee satisfaction
and behavior. Let's examine these four well known theories.

Maslow's Needs Hicrarchy

Overview: Abraham Maslow postulated a pyramid-shaped
hicrarchy of human needs. These needs cover a wide spectrum.
from more complex needs like self- actualization to more
fundamental physiological needs.

Application for Managers: Acknowledge that different needs at
different times motivate different employees. Mceeting these needs
can result in more engagement and job satisfaction.

The Two Factor Theory of Herzberg:

Overview: Frederick Herzberg distinguished between two
categorics of factors: motivators and hygiene lactors. Inadequate
hygiene lactors result in discontent. whereas motivators enhance
job satisfaction.

Application for Managers: To develop a well rounded
motivational strategy. pay attention to both hygiene lactors like
lair compensation and a comfortable work environment and
motivators like recognition and growth opportunitics.
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The Expectancy Theory of Vroom:

Overview: Victor Vroom's theory places a strong emphasis on the
idea that a person's effort will result in performance. and that
performance will lead to rewards that will fulfill personal
objectives.

Application for Managers: Recognize and coordinate
organizational and personal objectives. Make certain that
employees understand the direct connection between
performance. effort, and rewards.

Model of Job Characteristics. JCM:

Overview: The JCM. created by Hackman and Oldham. identifies
key job characteristics that affect worker motivation. satisfaction.
and performance. such as task identity and skill variety.

Application for Managers: Create positions with a range of
responsibilities. independence. and growth potential. Higher
levels of employee engagement and motivation may result from
this.

Combining Theory and Practice for Effective Leadership:

Holistic Approach: Acknowledge that every employce is different
and that a variety of factors affect motivation.

Customization: Integrate components from various theories to create
motivational tactics that are appropriate for both individual and
group requirements.

Continuous Evaluation: Evaluate motivational techniques regularly.
and be open to making adjustments in response to feedback and
evolving conditions.
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Conclusion

In the complicated performance of organizational dynamics.
where the workforee's collective energy drives success. managers
play a critical role as creators of motivation. As we come o the
end of this helpful guide we consider the fundamental coneepts
that support the development of a work environment where
people thrive with a sense of purpose and commitment.

It has been demonstrated that intangible rewards. often forgotien
sources ol motivation. can act as catalysts for creating a positive
work environment. Recognition, appreciation. opportunities for
development. and a lecling of direction arc not just token acts:
they are the piccees that bind engagement and fulfillment together.
Understanding the importance of these intangible clements as a
manager enables you to access a source of motivation that
extends beyond monetary compensation.

Employce engagement is a constantly changing procedure rather
than an unchanging situation. It's the ongoing conversation
between the company and its employees. in which goals are made
clear. successes arc acknowledged. and people are given the
freedom to make significant contributions. Maintaining high
levels of engagement as a manager requires you to be aware of the
various needs of your team and to create an atmosphere that
values cooperation and honest communication.

Motivation works as the glue that binds together different
components such as recognition. feedback. internal and external
rewards. and continual leadership. When strategic decisions are
madec with understanding and purpose. they contribute to a
dynamic environment that supports your team's objectives. In this
moltivational context. your leadership responsibilities as a leader
include personalizing tactics. providing prompl fecedback. and
leading by example. all of which greatly increase the impact of
your leadership.
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Think of this guide as a blucprint that changes to fit the specific

needs of your company rather than a lixed set of rules as you

navigate the challenges of leading and inspiring your team. Aceept
s - -~ L=

the flexibility of motivational techniques and modily them in

response 1o your team's evolving needs as well as the shifting

dynamics of the workplace.

Reep in mind that ereating a motivated and engaged workforee is
a continuous process. Reward accomplishments. take lessons
from sctbacks. and keep improving your strategy. Your dedication
to comprehending. appreciating. and lostering the human aspect
within your tecam serves as the foundation for a successfiul and
driven culture.

As a manager. you have the transformative ability to establish a
work environment where people are valued members ol the team
rather than just employeces who work toward the common goal of
the organization. May this journey be characterized by empathy.
resiliency. and a sincere desire to help those you lead reach their
greatest potential.

per
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