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Abstract

After a long period of research on this topic, motivating employees and retaining them is still
a threatening challenge for organizations. The study aims to analyze impact of rewards and
corporate social responsibility (CSR) on employee’s motivation in Pakistan. This study
specifically examines the relationship between intrinsic rewards, extrinsic rewards, internal
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CSR, external CSR (customer related), external CSR (local communities related), external
CSR (business partner related) and employee motivation. It also examines relationship
between employee motivation and organizational commitment. Employees of Bahawalpur
and Rahim Yar Khan are the sample of this research. Sample size of 150 respondents was
used and data collected through self administered questionnaire which was analyzed in SPSS
16 using regression technique. The result depicts that there is significant relationships
between extrinsic rewards, external CSR (local communities), external CSR (business partner)
and employee motivation and there is also significant relationship between employee
motivation and organizational commitment. Management should focus on extrinsic rewards,
external CSR (local communities & business partner related) to motivate employees for
organizational commitment.

Keywords: Employees motivation, rewards, corporate social responsibility, organizational
commitment, Pakistan

1. Introduction

Employee’s motivation is the combination of different processes. It has great influence on our
behavior in order to achieve some specific goal. The area under discussion is profoundly
researched in the perspective of organizational behavior i.e. literature perspectives, theories
and models. The quality of human resources mainly affects the progress and prosperity of the
organization. A successful organization knows the worth of employees and their motivation.
They understand that employees are the most profitable capital of the organization that’s why
they meet their objectives successfully. Every organization is interested in the ways that can
improve the quality of its employees. The efforts towards employee motivation give good
results on the basis of excellent human resource management that represent the complete and
logical approach which ensure the performance of employees. Human assets are considered
as the backbone of the organization. Employee motivation is necessary to get effective and
efficient results from employees. There are different motivational factors by which manger
tries to motivate individual employees.

The study aims to examine relationship between intrinsic rewards, extrinsic rewards,
internal CSR, external CSR, organizational commitment & employee motivation.

Intrinsic rewards are insubstantial rewards or psychological rewards like appreciation,
expectation for better placement and accommodative attitude at par for employees
irrespective of their status. Extrinsic rewards are material rewards and these rewards are
external to the job or task performed by the employee such as overall compensation like
salary/pay, incentives, bonuses, promotions, job security, etc. How an organization try to keep
its employees motivated and what method use to assess the performance of employees for job
compensation effect the success of an organization?

CSR is comparatively new & broad management that businesses are beyond the concept of
earning rather helpful for betterment of society. CSR should be adopted as an important tool
in firm’s business for its benefit and improvement (Werther and Chandler, 2006).
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Internal CSR activities are actually in-house activities of the firm whereas external CSR
activities refer to throughout external operations linked with customers, concerned
communities and active partners having interest in business. The current study on motivation
revealed that corporate social responsibility (CSR) activities are key incentives used to
motivate employees by companies. Heslin and Ochoa, (2008); Aguilera et al., (2007) found
that CSR positively impacts employee turnover, recruitment, satisfaction, retention, loyalty
and commitment hence; provide backing to employees and tools to improve motivation.

2. Literature review:
Employee motivation

Numerous attempts found in the literature to define the work motivation (Meyer et al. 2004).
That’s why there is no general definition of motivation and is not always used appropriately.
Latham and Pinder defined employee motivation as:

“a set of active services that derive both inside as well as outside of an individuals being, to
began professional attitude and to check out its form, track, strength, and extent” (2005, p.
486).

According to Beer et al, (1984) comprehensive and detailed co operation of employees’
motivation is required for organizations to undertake and complete prospect of employees
and organization. Motivation is a process in which people are encouraged to move ahead for
performing something extraordinary to accomplish their basic needs and get fully satisfied
(Butkus & Green, 1999). Motivation is defined by  Baron (1983) as “a set or sequence of
actions involved in the push and pulls forces that reinforce the task of the employees towards
attainment of definite achievement”. Motivation corresponds to “that psychosomatic
processes which give rise to stimulation for achievement of desired goals” (Kinicki and
Kreitner, 2001). According to Cheng, (1995) the leading challenge for management today is
to inspire employees for sake of expert offer and improved services according to customers’
prospect. . The main controlling function of Human Resource Managers’ is to ensure the
satisfactory organizational atmosphere for proper working of employees. . The aim of
maximum output through the general manager is to satisfy the employees and to bind up their
benefit with their work by providing the inspiration causing acceleration and satisfaction.
According to the study of Rutherford (1990) motivation is the effectual driving force in an
organization because; motivated employees are constantly inventive in their jobs.
Management must appreciate employees and formulate the procedures to accomplish the set
target. External motivation keeps a person on job but internal motivation boost up the
employees to perform their activities more accurately (Minbaeva, 2008; Rizwan et al., 2013).

Corporate social responsibility (CSR): CSR pinpoints responsibility to firm’s stakeholders
which depicts comprehensive business superiority of management having responsibilities that
range from completion of their duties towards owners and all the firm’s stakeholders (Sacconi,
2004).

CSR is a concept with different activities associated with various stakeholders of a company.
The internal and external CSR approach is developed by Aguilera et al. (2007), European
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Commission (2001), Brammer et al. (2007), Ligeti and Oravecz (2009) and Smith (2007).

Aguilera et al., (2007); Melynyte and Ruzevicius, (2008); Strautmanis, (2008); Turban and
Greening, (1997) found that the factors motivating people to choose that company as the
employer are CSR activities in which a particular company is involved. Heslin and Ochoa,
(2008) emphasis that majority of indenting employees will try to find such a company which
care much about CSR. According to Strautmanis, (2008, p. 348) conclusion of the pragmatic
research done in Latvia revealed that “the relations with the labor and society, environmental
safety and standards of the production” influenced company’s appeal as prospective employer.
The job’s seekers prefer companies as employer having positive CSR activities. Aguilera et
al., (2007); Turban and Greening, (1997); Viswesvaran et al., (2004) states that the signaling
theory refers to importance of company’s valuation for employment on the basis of social
doings prevalent and visible by the applicants.

Internal CSR: Internal CSR activities, in words of Brammer et al., (2007) are associated to
all the in-house operational activities of a firm. CSR of this type is more described in the
European Commission (2001) Green Paper “Promoting a European framework for corporate
social responsibility”. Employees are essential in-house stakeholder group and a variety of
CSR activities fulfills employees’ expectations and requirements. CSR employee-related
activities are divided into four categories, named “value classes” which generate the worth
for the firm’s stakeholders and resultantly, satisfy their variety of hopes (Longo et al., 2005).
Employee “value classes” relate to improvement of employees skills, societal justice, health
and security at job, and contentment of the workers, and excellence of job.

According to Aguilera et al. (2007) CSR favors employees to fulfill their psychosomatic need
of ownership as it promotes the societal interaction both within the organization and among
the organizations and socially accountable organizations are typically supposed as good
organizations. As a result employees preferably rely upon to behave in a similar approach
which is valuable for the firms.

According to Meyer et al., (2004); Locke and Latham, (1990); Mosley et al., (2005);
Greenberg and Baron, (2008); Mullins, (2006) the results of the former research verified a
positive impact of CSR activities on employee satisfaction, ,self-worth, group work,
trustworthiness, maintenance, psychosomatic need of interacting, employee drive and loyalty
and these ideas are  linked with employee motivation.

It confirms that such impressions are helpful for association between internal CSR and
employee motivation. Therefore, it is hypothesized:

H1. Internal CSR positively correlates with employee motivation.

External CSR: External CSR would mean donating a fraction of profits towards stakeholder
concerns in areas where the company is indirectly concerned in terms of operations. External
CSR promotes the mission of positive impacts on society (including economic) and the
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natural atmosphere from business actions and operations. External CSR engage practices
related to external stakeholders like customers, local communities and business partners.

External CSR (customer related). European Commission, (2001) states that companies
caring social responsibilities are likely to deliver products and services in a well-organized,
principled and environmentally friendly style. Customers not only want quality products and
services but also quality process of complaint, suggestion and proposals that builds
relationships with organizations. Longo et al., (2005) says customers choose the items that
are produced keeping insight socially responsible values. Hence, CSR practices have a
considerable influence on customers that ultimately effects employee motivation.

External CSR (business partners related). Being socially accountable organization it is
compulsory to extent affinity towards its dealing partners. According to Longo et al.,
company should facilitate trade allies to enhance quality of their output according to terms
adopted and agreed on quality control procedures by extending quality goals (2005). In the
words of Graafland and van de Van, (2006) adaptation of the labor standards of suppliers and
other trade allies in according to lawful procedure and rectification of complaints for them is
part of CSR. In other words, companies rely mainly on true business dealings with their
suppliers and other business partners that are involved in CSR activities.

External CSR (local communities related). The literature examination depicts that CSR
activities toward local communities include humanitarian steps such as funding activities, for
sports, societal events. In the words of Aguilera et al., (2007) companies making
developmental funding in transportation, water purification plants, education or health are
considered as socially responsible. Different persons defined it differently while according to
Papasolomou-Doukakis et al., (2005) start community aid projects to inspire their employees
to contribute for community relief practices, European Commission, (2001); Ligeti and
Oravecz, (2009) states that help brood, ailing or the handicapped or the racial minorities,
for example recruit socially excluded people and according to Graafland and van de Van,
(2006) offer financial support to social and other non-commercial community projects. All
these CSR initiatives lead to formation of additional value not only to the community but to
the company as well.

In the words of Aguilera et al., (2007), people are much intending to join the companies
whose rules and regulations are reliable with their principled and positive perspective..
Therefore, it is hypothesized:

H2a. External CSR (customers related) positively correlates with employee motivation.

H2b. External CSR (local communities related) positively correlates with employee
motivation.

H2c. External CSR (business partners-related partners) positively correlates with employee
motivation.
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Rewards: Many researchers work on estimating the linkage between rewards and employee
motivation and there exist a huge number of studies found in the literature demonstrating the
impact of reward on employee motivation. In order to exploit the concert of the employee’s
organization must make such policies and measures and put together in such reward system
under those policies and measures which increase employee satisfaction and motivation.
There should be an effectual reward system to preserve the high performers in the
organization and reward should be related to their yield (Carraher et al, 2006).

Intrinsic rewards: Intrinsic rewards are insubstantial rewards or psychological rewards like
appreciation, expectation for better placement and accommodative attitude at par for
employees irrespective of their status. Intrinsic factors are stronger motivators, and staff
motivation requires intrinsic rewards such as satisfaction at doing a good job and a sense of
doing something valuable (Frey, 1997).According to study of Asad and Dainty (2005)
employees are mostly motivated by intrinsic factors and these factors contribute to their
preservation. The link between intrinsic rewards and motivation is well recognized in the
literature.

H3: There is a positive relationship of intrinsic rewards with employee motivation.

External rewards: Extrinsic rewards are material rewards and these rewards exist external to
the job or actions performed by the employee such as pay, fringe benefits, job security,
promotions, private office space, and the social climate. Mottaz (1985: 366), Mahaney and
Lederer (2006: 43) states that external rewards include competitive salaries, pay raises, merit
bonuses. According to Prendergast, (1999); Bonner and Sprinkle, (2002) external rewards
encourage employees to carry out valuable tasks for the organization. Efficient reward system
can be a good motivator but an inefficient reward system can lead to de motivation of the
employees. Both intrinsic and extrinsic rewards motivates the employee resulted in higher
productivity (Reio and Callahon, 2004)

H4: There is a positive relationship of extrinsic rewards with employee motivation.

Organizational commitment: According to Pool and Pool Organizational commitment is
defined as “. . . One’s comparative strength of detection and attachment in a particular
organization” (2007, p. 353). Organizational commitment is defined, in words of Mowday et
al (1982) as an individual's attitude towards an organization that consists of

(a) A strong confidence in, and acceptance of, the organization's goals and values;
(b) A interest to put forth wide effort on behalf of the organization; and

(c) A strong aspiration to maintain membership in the organization
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Organizational commitment has three primary components:

(1) A strong belief in and acceptance of the organization's goals and values;

2) A willingness to exert considerable effort on behalf of the organization; and
(3) A strong wish to remain with the organization (Porter et al., 1974).

Luthans, McCaul & Dodd states that highly committed employees intend to stay within the
organization and to work hard toward its goals (1985).

The theorists Basset- Jones and Lloyd, (2005); Chen et al., (2004); Lok and Crawford, (2004);
Pool and Pool, (2007) in the area of motivation argue that there is a convincing relationship
between motivation and job satisfaction and motivation with employee commitment to the
organization. According to Meyer et al., (2004); Locke and Latham, (1990) employee
satisfaction, loyalty, retention and commitment are strongly associated to their motivation
(Rizwan et al., 2013).

H5: Employee motivation positively correlates with organizational commitment.

3. Research methodology:
3.1 Sample/Data

Data is collected through self administered questionnaire from 150 respondents. The current
research’s population is employees of any type of organization (public/private).

The current study utilizes convenience sampling that is a non-probability sampling technique.
Convenience sampling is a sampling technique that obtains and collects the relevant
information from the sample or the unit of the study that are easily available (zikmund,
1997).

3.2 Instrument and Measurement

The questionnaire contains two sections. Section 1 will obtain different information about
personal and demographic variables, like gender, age, income, education and status. Section 2
includes the important latent variables of current study. These variables include
organizational commitment, employee motivation, internal CSR (employee related), external
CSR (customer related), external CSR (local communities), external CSR (business partner
related), intrinsic rewards and extrinsic rewards. Scales of previous studies are used.
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Table: scales of the study

No | Variables Items
I would accept almost any type of job assignment in order to keep
working for this organization.
| feel loyalty to this organization.
1 Organizational | | am proud to tell others that | am part of this organization.
Commitment | | ]k up this organization to my friends as a great organization to work
for.
It would take very little chance in my present circumstances to cause me
to leave.
| feel a sense of personal satisfaction when | do this job well.
My opinion of myself goes down when | do the job badly.
| take pride in doing my job as well as | can.
Employee
2 | feel unhappy when my work is not up to my usual standard.
Motivation
I like to look back at a day’s work with a sense of a job well done.
I try to think if ways of doing my job effectively.
Internal policies prevent discrimination in employees’ compensation and
promotion.
A confidential procedure is in place for employees to report any
Internal CSR | Misconduct at work
3 (employee (such as stealing or sexual harassment).
related) Organization has an active programme to promote employee physical
fitness.
Company seeks to comply with all laws regarding hiring and employee
benefits.
External CSR Our bu_slness has a procedure in place to respond to every customer
complaint.
4
customer
( All our products meet legal standards.
related)

Our salespersons and employees are required to provide full and accurate
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information to all customers.

External CSR

(local
communities
related)

Top managers monitor the potential negative impacts of our activities on
our community.

The managers of this organization try to comply with the law.

Employees feel they are backed up by management if they wish to spend
some time helping a charity.

My organization has a really efficient environmental control and
protection system.

External CSR

The contractual obligations in my organization are always honored.

Fairness toward coworkers and business partners is an integral part of our
employee evaluation process.

(business Relationships with Small suppliers, Multinational trade unions,
partner Environmental and other pressure groups are good.
related) Company has a system to encourage business partners to include social
responsibility criteria in business decisions.
My organization is providing fair wage in relation to the effort | devote to
my work, my position, my prior working experience and educational
background.
My organization provides training opportunities to their employees.
. My organization has flexibility to establish total/partially the work
Extrinsic
schedule.
rewards
Work evaluation is based on explicit performance criteria.
Evaluations are fair and constructive.
The organization has set clear criteria for promotions, based on merit and
transparent procedures.
Intrinsic The organization allows me to grow as a person, improve
rewards self-confidence,
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overcome my weakness, mature, foster my self-esteem.
My job is creative and produces something meaningful.
The management cares about the health and safety of employees.

The management provides adequate and up to date IT support and
infrastructure.

The organizational environment, is cooperative, and fosters mutual
respect.

There is friendship and interpersonal trust among employees.

3.3 Procedure

The questionnaire was distributed among 150 respondents in Bahawalpur and Rahimyarkhan.
Before giving the questionnaire, the purpose of the study and questions were explained to the
respondents so they can easily fill the questionnaire with relevant responses. After collecting
the completed questionnaires, these questionnaires were entered into SPSS sheet for further
analysis.

3.4 Reliability Analysis

Cronbach’s alpha of all items is more than acceptable and recommended value 0.5 by
Nunnally (1970) and by Moss et al.  (1998). This means all items were reliable and valid to
measure employee motivation.

Table: Reliability of Measurement Instrument

Scales Items Cronbach Alpha
Organizational commitment 5 0.585
Internal CSR 4 0.722
External CSR(customer) 3 0.736
External CSR(local communities) 4 0.627
External CSR(business partner) 4 0.685
Intrinsic rewards 6 0.733
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Extrinsic rewards

0.776

Employee motivation

0.753

4. Results and analysis

4.1 Profile of the respondents

Personal and demographic information such as gender, age, income, education level and
status are presented in following table.

Table: Profile of the Respondents

Variables | Categories Frequency Percentage
Male 98 65.3
Gender
Female 52 34.7
15-20 years 21 14
20-25 years 64 42.7
25-30 years 29 19.3
Age
30-35 years 22 14.7
35-40 years 8 5.3
Above 40 years 6 4
Below 15000 31 20.7
15000-25000 40 26.7
25000-35000 32 21.3
Income
35000-45000 23 15.3
45000-55000 10 6.7
Above 55000 14 9.3
Matriculation
Inter 1 0.7
Education
Bachelor 44 29.3
Master 80 53.3
80
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MS/ M. Phill 25 16.7
PhD
Private Ltd. 92 61.3
Company
Public Ltd. 58 38.7

4.2 Hypothesis Testing
4.2.1 Internal CSR and employee motivation

The result of the study shows that there is insignificant relationship between internal CSR and
employee motivation with (f=0.067) and (p>0.05). Hence, H1 is rejected.

4.2.2 External CSR (customer) and employee motivation

According to result, there is insignificant relationship between external CSR (customer
related) and employee motivation with ($=-0.079) and (p>0.01). The result of study rejected
H2a.

4.2.3 External CSR (local communities) and employee motivation

The results find that significant relationship lies between external CSR and employee
motivation with (=0.209) and (p<0.005). That means more than 20% change in employee
motivation was due to external CSR (local communities related). The result supported H2b.

4.2.4 External CSR (business partner) and employee motivation

According to the result, there is significant relationship between external (CSR) and
employee motivation with (B= 0.234) and (p<0.005). Hence we accept H2c.

4.2.5 Intrinsic rewards and employee motivation

According to the result of the study, intrinsic rewards do not correlate with employee
motivation. That means there is insignificant relationship between intrinsic rewards and
employee motivation with (B=-0.018) and (p>0.005).we reject the H3.

4.2.6 Extrinsic rewards and employee motivation

The result shows that significant relationship exist between extrinsic reward and employee
motivation with (f=0.515) and (p<0.0001). That means extrinsic rewards contribute more
than 51% toward employee motivation. So, H4 accepted.

4.2.7 Employee motivation and organization commitment

The result shows that there is a significant relationship between employee motivation and
organizational commitment with ($=0.727) and (p>0.001). So we accept the H5.
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Table: Regression Result

Hypothesis | Model Variable Estimate | Std. Critical | p Result
Error | region
4_
H1 Emp Moti | 0.067 0.074 | 0.865 0.389 | rejected
Int CSR
4_ - -
H2a Emp Moti | -0.079 0.060 | -1.303 0.195 | rejected
Ex CSR(customer)
4—
H2b Emp Moti | 0.209 0.076 | 2.903 0.004 | supported
Ex CSR(local community)
4_ -
H2c Emp Moti | 0.234 0.081 |2.928 0.004 | supported
Ex CSR(business partner)
4_
H3 Emp Moti | -0.018 0.098 |-0.192 0.848 | rejected
Int rewards
4—
H4 Emp Moti | 0.515 0.084 |5.880 0.000 | supported
Ex rewards
4_
H5 Org. commitment. | 0.727 0.050 | 12.869 0.000 | supported
Emp Moti

5. Discussion

The most important resource ot an organization to remain competitive in today’s competitive
business world is human resource. One of the challenges faced by organizations and their
management is acquiring the right workforce and then retaining that force. Human resource is
the key factor of every organization. Acquiring the right work force is very essential for an
organization.

The research results revealed that external CSR (local communities & business partner)
positively influence employee motivation. While insignificant relationship found between
internal CSR, external CSR (customer related) and employee motivation. Extrinsic rewards
also positively influence employee motivation and positive relationship also exists between
employee motivation and organizational commitment. CSR activities to improve companies

image and reputation, the socially responsible behavior of a company management may
contribute to the corporate reputation enhancement, bring positive effects related to its
stakeholders and gain competitive advantage. But company is not providing CSR (customer
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related).

It is exhumed by result that practical problems can be resolved by giving the importance to
the areas of CSR, mainly local communities related and business partner related by
executives. Companies could be engaged in CSR activities to improve own image and
reputation in the society; bring positive effects related to its stakeholders and attain maximum
advantage. CSR activities undertaken by the company that would let the employees to feel
like a part of their company and more emotionally engaged into CSR initiatives and feel
stronger association with the company. Organization should focus on CSR activities that
bring several benefits consistent with organizational goals.

The result reveals that reward system enables to increase employee satisfaction and
motivation. It encourages the employees to perform their job with greater responsibility and
higher productivity. The external rewards are external rewards which are compensation,
benefits and job security. Result oriented reward system leads to motivation of employees
having impact on organizational development. The factor discuss above are stronger
motivators for achievement of organizational goals and values hence adaptation of efficient
reward system is must for organizations. There is a significant and positive relationship
between extrinsic rewards and employee motivation but it has been observed that
organizations are not offering right intrinsic rewards to their employees in this sector. It is
the significant element of the employee motivation. A result doesn’t support intrinsic rewards.

No doubt strong ties exist between motivation and job satisfaction and motivation with
employee’s affinity to organization. Employees attitude toward organization strengthen
willingness to achieve organizational goals by highly committed employees by staying within
the organization having permanent membership.

6. Limitations and Future Research

This study is limited to one country, mainly two cities Bahawalpur and Rahimyar khan.
Sample size was small. Data was collected through questionnaires. Data collected through
other means like interviews may illustrate the relationships more clearly. In future research,
avoiding these limitations may provide additional insight into the under investigation
question.
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