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ABSTRACT 
 

The psychology of incentive is tremendously complex and one may be asked what it takes to motivate an employee in an 
industry in a developing economy like Nigeria. The answer is embedded not only in the individual organisations 
disposition towards the employee’s needs and aspiration but also the employee’s inherent attributes with regards to the 
internally generated drive from self-motivation. 

Motivational programmes and initiatives try to propel employees to higher productivity. The work environment 
too has to be taken cognizance of in increasing employee’s performance. In view of this, the motivation of employees 
requires an all inclusive plan in all motivational ramifications and the proper implementation of such to ensure an 
effective and efficient attainment of organisational goals. 

It is with this in hindsight that the researcher decided to delve into this fundamental aspect of work performance 
relationship. With the large scale, low level of capacity utilization in the productive/serve oriented sectors of the 
economy, it became imperative to embark on an academic discourse of this nature to ascertain the course(s)  
responsible for this malady and proffer solutions to stem this tide. 

 
Keywords: Incentive, Organizations, self-motivation, employees and work performance. 

 

INTRODUCTION 
 

Organizations are concerned with increased productivity and workers effectiveness and how best to reward 
employees who have contributed tremendously or above average performance to the organizational output and 
reducing unit cost. However, Peretomode (2005), described incentives as an additional compensation to employees 
for additional performance in an organization. Koontz, O’Donnell and Wherich (2004), opined that the effort put in by 
each worker depends on the extent of his performance on the job. However, in an organization, incentives schemes 
affect performance, abilities or skills of workers. Perhaps differences in the level of individual performance in an 
organization, during the same job indicate differences in the levels of motivation. This implies that people, 
organization, differs to the extent that they are prepared to direct their energies toward the achievement of 
organizational goals or objectives. With reference to Vroom (1990), the performance of a worker (employees) on the 
job is perceived as being influenced by two distinct variables. Firstly, the ability or skill of individual to perform the job. 
Secondly, the motivation, (through incentives schemes in place) to use his/her ability to skill in the actual  
performance on the job therefore performance indicates the product of two variables (ability and motivation). This 
opinion is also buttressed by Galbraith and Cummings (1999), who equally demonstrates that the performance of a 
person at work in a business unit or organization is influenced by certain attributes of the individual among which are 
his knowledge, motivation, skills and certain aspects of the environment including the nature of his job, reward  
system and leadership that is in place. Blumberg and Pringle (1998), also demonstrate that people will increase their 
performance when supervisor provide clearly defined task-oriented goals or objectives that are moderately difficult to 
achieve.  But Hackman and Oldman, (2000), believed that one way to improve performance is to provide workers  
with job, that is job enrichment with more autonomy, challenge and responsibilities. This paper looked into incentive 
schemes and personnel performance in Nigeria Banking Sector, a case study of Union Bank of Nigeria Plc. 
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Objectives of the Study 
 
The main objective of this study is to examine incentive schemes and personnel performance in Nigerian banking 
sector. 

Specifically, the study seeks to achieve the following objectives: 
 

• To identify the factors that affect employees’ performance in the banking sector. 

• To ascertain the extent of employees attitude towards monetary and non-monetary incentives in the 
organization. 

• To examine how management uses incentives as encouragement for employees to heighten and increase 
productivity. 

• To identify the incentives employees like best in their workplace. 
 
Significance of Study 

 
The study will help to give an insight into the effectiveness of the use of incentives in motivating employees. It will  
also unravel the problems, frustrations, and anxieties that employees meet in their work environment, especially 
where incentives are emphasized. It will help banks to know the likely incentives to put in place in motivating 
employees. 

In addition, it will assist management to engage in staff welfare development in order to improve the output  
or productivity of employees. It would also assist management to create a situation where the organizational and 
employees’ goals can be satisfied as both cannot exist without the other and this is done by the provision of 
incentives to employees in the form of wages and salaries, promotion, good working conditions, etc. 

The paper will be of immense value to government as an aid to enhance economic growth, planning and 
development on manpower issues. There is the need now more than ever to re-discover the weaknesses and the 
strengths of incentives used in motivating employee attitude, to serve as a basis for further improvement. 

 
Operational Definition 

 
Incentives Schemes is an additional compensation to employees for additional performance in an organization. 

Benefits are additional compensation given to employee as a condition of organizational membership. 

Employees are worker or a person employed in an organization with certain terms and condition. 

Banking Sector is a financial institution that deals with primary transactions of deposits and investments. 

Motivation is the needs and desires that cause a person to act in a particular manner. It is the incentive or driving 
force behind behaviour, which either enhances or inhibits performance. 

 
Performance is referred to as productivity; this is the actual outcome of employees’ efforts i.e. what  comes out of  
their contributions to organization. 

 

 

LITERATURE REVIEW 
 
This part of the research deals with the review of related studies that have been carried out on financial incentive 
schemes and its effects on employees’ performance. The importance of reviewing any past literature are; to reveal 
what has been done previously in the problem area, to indicate whether it is feasible to do the planned research and 
the results of the proposed study. 
On this basis, the following areas would be reviewed; the conceptual clarification and theoretical framework. 

 
Conceptual Clarification 

 
Mathis and Jackson (2000) opined that an incentive is an additional compensation given to a worker for his/her 
additional performance and productivity in an organization. They however, describe the difference between a benefit 
and an incentive thus, Individuals receive benefits as long as they are employees of the organization. Armstrong 
(2004) pointed that an incentive, is tied directly to performance and is only given for above average performance. In a 
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related vein, Peretomode (2005) affirmed that an individual who does not perform well will not receive as much in 
incentive compensation but will receive approximately the same benefit compensation as another employee who has 
been with the same length of time and has the same general job responsibilities. Nelarine (2002) pointed that 
incentives can be divided into two major categories namely: financial and non-financial plans. 

 

Theoretical Framework 
 
According to Ubeku (1975), ‘the key to the understanding of human behavior is knowledge of human needs’. People 
work in order to satisfy their needs and these needs can be met through monetary incentives. Monetary incentives 
are repayment in cash and in money form for a given work done by employees in the organization. Employees would 
go any extent to increase their cash income just as they will do anything to prevent their source of income from being 
eliminated. The fact that employees fear to lose their jobs and cash has been an extremely  effective motivator, 
simply because money is indispensable for survival in an economy. Monetary incentives in modern societies are the 
most transferable means of satisfying basic needs. Satisfaction of physiological, security and social needs can hardly 
be achieved with money. Other incentives tend to have little motivational value if monetary incentives are perceived 
to be inadequate. Monetary incentives take variety of forms and include wages, salary, allowances, bonus, etc. 
According to Cole (2000), a salary system can best be considered as a mechanism by which an organization plans 
how to attract, retain, reward and motivate its salaried employees to provide a fair reward to those performing 
specified roles, to provide an incentive for employees and to keep pace with inflation. Pitfield (1980), explained that 
bonus provide greater rewards for output above a certain agreed level. They may be based on individual output or on 
the output of a group. Bonus adds flexibility to a compensation plan i.e. they are paid monthly under the terms of an 
annual rate of pay. It includes employee’s benefit which were once associated with salaried staff, but which are now 
being applied to all grades of employees. Salary is a fixed amount per year payable to the employee monthly and it 
ignores both time taken and quality produced. Drucker (1999), stated that there is a basic conflict between wage 
(daily pay) as living and wage as cost. As living, wage needs to be predictable, continuous and adequate to the 
expenditures of a family, its aspirations, and its position in the society and community. Wage as a cost needs to be 
appropriate for the productivity of a given employment or industry. 

Cole (2000), posited that benefits are forms of compensation beyond wages for time worked, including 
various protection, man’s services, pay for time not worked, and income supplements. Such benefits include housing 
allowance, transport allowance. In spite of the positive role monetary incentives have played, workers tend to have 
different attitude towards money incentives. The most common of the diverse reaction to wages and salaries by 
workers is that once it exceeds minimum levels, it is regarded as a measure of fairness. 

According to Ikpefan (2003), in order to step up the incentives of employees, trade unions serve as a means 
of improving the terms and conditions for employees, improve rates of remunerations, raise status of employees, 
protect members against unfair practices and also strive for security of employment. Trade union Act 1990 provides 
that employee has a right to receive all benefits of employment which are expressed in documents of employment, 
including the letter of offer, and the condition of service and in collective agreement. Section 7 of the Act provides the 
minimum content of the contract of service and shows the place and nature of employment, terms of work, duration 
and special condition of the contract. The Act also gives employees the right to health and safety at work, right to 
resort to court or tribunal on matters pertaining to his employment, right to belong to union may be optional in the  
new proposed trade union Act before the National Assembly. Parties usually fix wages of employee. However, where 
no rate is fixed the rate is deemed to be what is current in similar trade. Collective bargaining serves as a means for 
trade unions to negotiate the terms and conditions of employment. When negotiation breakdown, parties may resort 
to mediation, conciliation or arbitration. Government sometimes intervenes and the intervention takes the form of 
statutory enactments. 

Kepner et al (2003) explained that the purpose of monetary incentives is to reward employees for excellent 
performance through money. He noted that monetary incentives include profit sharing, project bonuses, stock  
options, warrants and scheduled bonuses (e.g. Christmas and performance-linked and additional paid vacation). 
Traditionally, these have helped maintained a positive motivational environment for employees. The purpose of non- 
monetary incentives is to reward associates for excellent job performance through opportunities. Non- monetary 
incentives include flexible work hours, training, pleasant work environment and sabbaticals. Employees encounter 
problems, frustrations, and anxieties in their work environment where certain incentives are de-emphasized. 
According to Ikpefan (2003) in order to step up the incentives of employees, trade unions serve as a means of 
improving the terms and conditions for employees, improve rates of remunerations, raise status of employees, 
protect members against unfair practices and also strive for security of employment. Trade union Act 1990 provides 
that employee has a right to receive all benefits of employment which are expressed in documents of employment, 
including the letter of offer, and the condition of service and in collective agreement Section 7 of the Act provides the 
minimum content of the contract of service and shows the place and nature of employment, terms of work, duration 
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and special condition of the contract. The Act also gives employees the right to health and safety at work, right to 
resort to court or tribunal on matters pertaining to his employment, right to belong to the union but is optional in the 
new proposed trade union Act before the National Assembly. Parties usually fix wages of employee. However, where 
no rate is fixed the rate is deemed to be what is current in similar trade. Collective bargaining serves as a means for 
trade unions to negotiate the terms and conditions of employment. When negotiation breakdown, parties may resort 
to mediation, conciliation or arbitration. Government sometimes intervenes and the intervention takes the form of 
statutory enactments. 

 
 

METHODOLOGY 
 

There were two sources of data for this study. Primary and secondary sources of data were used. The primary 
sources consist of questionnaire and structured interview. While the secondary sources consist of articles relevant to 
the research study, textbooks and Union Banks newsletters and publications. 

The questionnaire was duly pre-tested so as to ensure that the respondents were not unnecessarily given 
ambiguous, irrelevant questions in order to maximize reliability of the instrument used for the research; the  
researcher also maintained objectivity in the instrument. A pilot survey using the instrument was carried out to ensure 
validity and reliability, for the pre-testing, ten (10) members of each in the organization. However, the reliability was 
based on the coefficient of the pre-tested small sample of the instruments to qualified respondents administered 
questionnaire. This scenario affirmed the reliability of the questionnaire. 

This section presents methods use for the presentation of results, discussion of the findings and conclusion. 
The methods are through, tabulation of research questions, graphics and other combination of research 
presentations. 

On the analysis of the research questions, the use of percentage measures of central tendencies was 
employed. 

 

Formula for Percentage = Number of respondents x 100 

  Total number of respondents  1 

The hypotheses tested were analyzed with the use of chi-square test (x
2
). The formula is given as: 

X
2   

=  ∑(O – E)
2
 

E 
Where: 
O = Observed frequency (given) 
E = Expected frequency 
X

2 
= Chi-square symbol 

With (r-1) (c-1) degree of freedom = 5% or 0.05 
 
 

RESULTS AND ANALYSIS 
 

This paper presents the analysis of results obtained from the instrument (questionnaire distributed). Thus, a total of 
one-hundred and twenty (120) questionnaires were distributed to respondents (employees and some management 
staff of Union Bank Branches in Okokomaiko, Alaba, Agbara and Aspanda). On the whole, only one-hundred  
returned instruments were useful for the research study, which is 83.3% response rate. The table 1 below depicts   
this information. 

 
 

Table 1: Response rate of the respondents 

Distributed Returned Percentage 

120 100 83.3 
Source: Field Survey, 2016 
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Analysis of Respondents demographic variables (Bio-Data) 
 
 

Table 2: Distribution of Respondents by Sex 

Status Response Percentage (%) 

Male 65 65.0 
Female 35 35.0 
Total 100 100 

Source: Field Survey, 2016 
 
 
Table 2 shows that 65.0% of the respondents are male employees, while 35.0% are female employees. 

 
 

Table 3: Distribution of Respondents by Age 

Status Response Percentage (%) 
Below 25 3 3.0 
25 – 30 years 45 45.0 
31 – 40 years 30 30.0 
41 – above 22 22.0 
Total 100 100 

Source:  Field Survey, 2016 
 

 
Table 3 shows that 45.0% of the respondents are between the age brackets 25-30 years, 30.0% are between 31 –  
40 years, and 22.0% are between 41 years and above while 3.0% are below 25years. 

 
 

Table 4: Academic Qualification of Respondents 

Status Response Percentage (%) 
GCE/SC Cert 2 2.0 
OND/Diploma 33 33.0 
B.Sc/HND 50 50.0 
Other Qualification 15 15.0 
Total 100 100 

Source:  Field Survey, 2016 
 
 
Table 4 shows that 50.0% of the respondents have Bachelor of Science degrees and higher National Diploma, 
(B.Sc/HND certificates), 33.0% are holders of OND/Diploma certificates, while only 2.0% are school certificate level 
and other qualifications are 15.0%. 
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Questionnaire 
 

Questions Options Number Percentage % 

Do you think that there are factors that affect employees’ Yes 75 75 
performance in the banking sector? No 10 10 

 Indifferent 15 15 

Does your organization give incentives to its  employees Yes 85 85 
adequately. No 5 5 

 Indifferent 10 10 

The   incentives   and   benefits   given   to     employees Yes 95 95 
influence their level of performance. No - - 

 Indifferent 5 5 

Is the incentives schemes of the organization flexible  on Yes 78 78 
employees work system. No 2 2 

 Indifferent 20 20 
Are  there  differences  in  Rewards  Schemes  given   to       Yes 82 82 
employees in your organization.        No 10 10 

  Indifferent 8 8 
Does   your   organization   give   incentives   to   all    its      Yes 75 75 
employees in its various divisions/departments?       No - - 

  Indifferent 25 25 
Does your organization motivate its employees     Yes 68 68 
adequately.      No 22 22 

  Indifferent 10 10 
Do  employees  have  job  performance  through  reward     Yes 75 75 
and incentives system.      No 10 10 

 Indifferent 15 15 
Does incentives and rewards schemes make employees     Yes 62 62 
committed in your organization.      No 20 20 

 Indifferent 18 18 
Do you agree that  reward and incentives   management     Yes 58 58 
lead to attainments of  short and long-term goals in  your      No 12 12 
organization. Indifferent 30 30 

Source:  Field Survey, 2016 
 
 
It shows that 65.0% of the respondents are male employees, while 35.0% are female employees. 

45.0% of the respondents are between the age brackets 25-30 years, 30.0% are between 31 – 40 years, and 
22.0% are between 41 years and above while 3.0% are below 25 years. 

50.0% of the respondents have Bachelor of Science degrees and higher National Diploma, (B.Sc/HND 
certificates, 33.0% are holders of OND/Diploma certificates, while only 2.0% are school certificate level and other 
qualifications are 15.0%. 

75.0% of the respondent remarked yes, that factors affect employees’ performance in the organization; while 
15.0% were indifferent on the issue and 10.0% said no. 

85.0% of the respondents said yes, 10.0% said no, while only 5.0% of the respondents are indifferent. This 
implies that Union Bank Plc give incentives to its employees adequately as at when due. 
95.0% of the respondents affirmed yes, that the incentives and benefits given to employees influence level of 
performance in Union Bank Plc. 

78.0% agree that there is flexibility of the incentives schemes on employees work system, while 2.0% said  
no and 20% were indifferent. 

It shows that 82.0% of the respondents said yes to the statement above, while 10.0% said no and 8.0% were 
indifferent. This implies that truly there are differences in rewards schemes given to employees in the organization. 
This claims shows that high performing employees are adequately compensated with rewards. 

75.0% said yes and 25.0% of the respondents were indifferent. This implies that the organization given 
incentives to all employees in various departments. 
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68.0% of the respondents said yes, 22.0% said no, and 10.0% were indifferent. This implies that the organization 
motivate its employees adequately. 

It shows that 75.0% of the respondents confirmed that employees have job performance through reward and 
incentives systems; while 10.0% said no, and 15.0% of the respondents were indifferent. 

62.0% of the respondents said yes that incentives and rewards schemes, make employee committed in your 
organization; while 20.0% said no and 18.0% were indifferent. 

The table revealed that 58.0% said yes, that the reward and incentives management lead to attainment of 
shot and long-term goals in the organization. 

 
 

CONCLUSION AND RECOMMENDATIONS 
 
The improvement of salaries and welfare of employees is to give them incentives and to motivate them to improve on 
productivity in order to bring about economic recovery and growth. From the interview conducted, the opinion of 
employees on increase in wages and salaries differed sparingly. This is because man’s need is insatiable. The 
content of the job was also observed as another source of job satisfaction. The content of the job itself is one of the 
intrinsic factors of motivation identified by Herzberg. Most junior bankers preferred the security of their job, which the 
civil service provides, and they hate the idea of the boss alone having the power to terminate their services. The fear 
of insecurity can dampen employee’s efforts. Promotion puts new life in the individual and propels the employee to 
work harder. Attitude to work often depends on how much opportunity individuals are given to express their skills and 
talents. The bank monitored employees’ attitude through performance appraisal. The efficiency of their management 
team is a critical success factor in the on-going re-engineering and repositioning efforts of the bank, which  
apparently, has started yielding dividends. Therefore, it is clear that there is a relationship between incentives and 
employees performance. 

In any organization, incentives are a very sensitive issue, not only to employers, but also to the employees. 
Therefore, the ability of the organization to attract and retain employees depends on how much monetary and non- 
monetary incentives it is prepared to offer. Poor wages and salaries as well as poor working conditions is a constant 
source of frustration to employees and when they engage management in constant strife, the result is decrease 
productivity. 

From the analysis and findings of the study, the following recommendations are made: 
 
1. Firstly, organizations should strive to introduce a satisfactory incentive package to the employees. This is 

important because employees’ satisfaction can motivate high performance. 
2. Secondly, non-monetary incentives should be tailored in line with monetary incentives in order to motivate 

employees to put in their best and at the same time, organizations should strive towards equity in the 
administration of monetary and non-monetary incentives. 

3. Union Bank of Nigeria Plc should use continuously effective performance appraisal method, with flexibility on 
employees; this would also enhance their performance. 

4. The banking industry should not focus on financial incentives alone; they should create an instrument that would 
require employees’ position on job performance, satisfaction, productivity enhancements. This scenario would add 
value to employees (personnel) performance always. 
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