International Journal of Accounting and Economics Studies, 6 (1) (2018) 33-35

International Journal of Accounting and Economics Studies

Website: www.sciencepubco.com/index.php/IJAES
doi: 10.14419/ijaes.v6i1.8650
Research paper

SPC

Financial and non-financial forms of employee
motivation - theoretical approach

Dorota Gaudyn *

Cracow University of Economics, Rakowicka St, 27, 31-425, Cracow, Poland
*Corresponding author E-mail: dorota.gaudyn@onet.pl

Abstract

The article attempts to explain the essence and the growing importance of motivation in modern economic conditions. This subject is
still current and evolving, despite the fact that many publications presenting motivational concepts have emerged. Each company
should identify the needs of its employees. The article presents the theoretical basis of financial and non-financial forms of employee

motivation.
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1. Introduction

In the present economic reality there are many changes. Competi-
tion is increasing, the role of management is increasing, especially
knowledge-based, the number of managerial posts increases. En-
terprises are exposed to risks that can be mitigated by the skillful
use of management knowledge. It must have capital, skillfully
manage it, and have the ability to respond to changing environ-
mental conditions. There are various barriers and problems facing
the organization. Workers and organizations need to work together
to solve them. It is necessary to motivate employees to take initia-
tive and get involved in work. This creates ever-increasing de-
mands for motivational systems. Refinement is a complex process
that requires the analysis of existing solutions in order to use an
effective system to acquire and retain the best employees and
achieve strategic goals. At present, non-economic factors play an
increasingly important role in building incentive systems (Koziot
2002). In the 21st century, the role of human capital has grown
considerably. He decides on a competitive advantage. It is the
basis of a knowledge-based economy. Appropriate behavior to-
wards employees affects the level of involvement in work, stimu-
lating creativity.

2. Essence of motivation

The aim of the company is to maximize profits. To achieve this
goal, managers motivate employees by motivating them. The con-
cept of motivation covers a wide range. It is related to the drivers
of human behavior and motivational processes. There are many
different definitions because of the complexity of the interpreta-
tion of what motivation is. Generally speaking, it is a collection of
motives that direct and regulate behavior to meet needs and
achieve specific goals (Lipka, Krol, Waszczak, Winnicka-Wejs
2010). S. Borkowska (2004) defines motivation as the inner state
of a person, defining causes of action, arguing for results. The
term motivation is closely linked to the concept of motivation.
From the point of view of learning about organization and man-

agement, it is one of the management functions. It is defined as
stimulating action by applying various stimuli to satisfaction and
benefits to the organization (Penc 2000). This means that motivat-
ing is a conscious exercise.

Motivation is the driving force behind the behavior of people. In
order for it to emerge, it is necessary to be aware of the lack of
something, the essence of needs - which means that its unsettling
causes distress or disappointment and a chance to meet the need.
The motivation of employees depends on how much energy they
are willing to spend on achieving their goals (Kopertynska 2009 p.
13).

3. Characteristics of selected motivational the-
ories

Theories of motivation were transformed with the study of psy-
chology and human nature. This can be classified as needs, pro-
cess, reinforcement and cognitive theories. The right choice and
use of human resources is crucial for the development of the com-
pany. It is necessary to identify factors that identify needs and
provide a source of action. Abraham Maslow's theory of needs is
one of the most recognizable. It is based on the premise that hu-
man needs are arranged hierarchically. They include physiological,
security, social, recognition and self-fulfillment needs. According
to Maslow, human needs are variable and result from personal
growth, which means that with less development, we devote lesser
attention to the needs of the higher order for the needs of a higher
order. The hierarchy of needs is reflected in the workplace be-
cause employees feel the need for security and belonging. Maslow
pyramid refers to working conditions. This involves adapting the
needs to the relevant factors linked to work and the ability to meet
needs. An example of the reference of physiological needs is wag-
es, as a prime motive for taking up a job. Security needs are en-
sured by ensuring the stability of employment and the right work-
ing conditions. The need for recognition can be met by appreciat-
ing the effort put into the work by the employee, by giving a bo-
nus or by using word praises. The need for self-fulfillment can be
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realized through professional advancement or personal develop-
ment.

Frederick Herzberg's concept of needs theory was also presented.
This theory consists of two groups: hygiene factors and motivators
(satisfaction factors). The focus is not on the needs, but on the
factors determining the satisfaction of the work. Hygiene factors
are equivalent to physiological needs, security, belonging. With
regard to work, they are understood in the financial sense. Include
remuneration that is too low for dissatisfaction and, as a result,
demotivating factor, working conditions, company policy, work-
ing atmosphere, occupational stability, the position of the employ-
ee, the degree of control. These factors are not motivating, they
only give a sense of lack of dissatisfaction. Satisfaction factors are
motivators. To properly motivate the employee to perform work
above the minimum must be provided appropriate conditions for
development, use the words of appreciation. Herzberg's theory
was that high-level work was inextricably linked to employee
satisfaction, which is linked to the content of work (Moczydtow-
ska 2009).

D. McClelland's theory is called the theory of three needs. They
have needs: achievements, power, affiliation. The need for ac-
complishment is manifested by the quest for problem solving, the
joy of success and the sadness of failure, setting ambitious goals,
assuming responsibility for their realization (Bartkowiak 2009).
The need for power is evident in people who want to control work,
influence the behavior of others. The way in which these people
are perceived is extremely important, they value the possibility of
competition. The need for belonging is manifested in people for
whom interpersonal relations are important, acceptance of the
environment. The theory of the three needs pointed to the diversity
of employees' professional predispositions and initiated changes in
the way employees were recruited through the use of psychologi-
cal tests.

Douglas McGregor also presented his motivational theory. By
analyzing the people's approach to work and challenging, he cre-
ated two opposing theories: X and Y. Theory X refers to employ-
ees who negatively relate to their duties, avoid work. Under the
assumptions of theory X also the employer does not attach atten-
tion to the development and training of employees. Motivating
employees is at the level of physiological and security needs. It
means that the employee should be controlled, apply the punish-
ment system, direct it, because employees do not want to take
responsibility. In contrast, theory Y is the opposite of theory X. It
assumes that employees have a positive attitude to work, are not
afraid to take up challenges, take responsibility, work is a factor of
human development, motivates for self-realization. Managers after
the analysis and observation of the employees, accepting the sub-
mission of each theory must take into account its effects. Applying
theory X will affect employees in such a way that they adopt the
attitude of the minimum necessary to receive a pay. On the other
hand, assuming the assumptions of Y theory, it encourages em-
ployees to engage in tasks (Kozminski 2009).

4. Concepts of the motivational system

It is in vain to seek a clear way of defining what a motivational
system is. There are various shots presented depending on the
author. L. Koziot states that the motivational system is a set of
motivational factors and tools that constitute the whole, creating
conditions for functional organizational behavior towards the
company (Koziot 2002). The purpose of creating incentive sys-
tems is the success of the enterprise, the achievement of market
development and the success of employees. When preparing the
incentive system, the objectives and conditions of the company
should be taken into account. It is not enough to integrate employ-
ees' goals with company goals. It is necessary to stimulate or cre-
ate creative potential in the employees (Juchnowicz 2000 p. 211).
There are three types of measures that affect employee motivation:
coercive measures, incentives, and persuasion. The most effective
of these are the means of persuasion, because they refer to internal

motivation. Motivation is influenced by external and internal fac-
tors. External factors from the company's environment include
legal issues, socio-economic, political and labor market situation
(Moczydtowska 2008).

5. Factors of financial motivation

There is a large number of concepts in the literature that define the
issue of remuneration. According to the Labor Code, remuneration
is the total amount of cash and benefits in kind that are paid to
employees for employment in an economic entity and calculated
according to the principles of wage and employment statistics.
Remuneration consists of mandatory and additional components.
The pay is the price or income you receive for work. The price of
labor varies depending on the labor market, demand and labor
supply. Pay is a key motivator. Properly used stimulates the be-
havior of employees in the company. It will be important as long
as society is poor. In economically developed countries where
workers are remunerated, the importance of pay as a motivator
decreases in favor of other motivating factors (Oleksyn 2009 p.
149). Money in the form of pay attracts the best specialists to the
company, often decides to stay employees in the organization.
This does not mean, however, that the higher the pay, the greater
the motivation. The complexity of the influence of the factors is
due to the extended function of money which is realized in the
consciousness of people. Money is the source of income, it is an
element of stimulating the employee to work, it is a determinant of
the standard of living, achievements, qualifications. Five basic
functions pay off. They can be analyzed from the point of view of
the employer or employee.

Income function is understood as income earned by employees,
who are often the only source of income. They are a means of
acquiring goods, covering the cost of living, the development of
the worker. It is important that the remuneration is at an appropri-
ate level. Otherwise, it may lead to a decrease in labor productivi-
ty, the search for additional sources of income, which can result in
fatigue, worsening of employee relationships and extreme poverty
and poverty. Considering the issue of remuneration, the question
of minimum remuneration, which is based on remuneration pro-
tection, is often discussed. The cost function means that salaries
are a cost to an enterprise, which includes: basic salary, insurance
premiums, funds such as the Labor Fund, the Guaranteed Employ-
ee Benefits Fund, the Social Benefits Fund, the costs of recruiting
employees, taking on employment and redundancies. It is im-
portant to rationalize costs and get the highest rate of return on
inputs to employees. Motivation is realized by integrating payroll
expectations with the company's payroll capabilities. The premise
of this feature is the ability to get higher incomes as a result of
more efficient work. The employer pays the employee for a great-
er involvement in the work, favoring the interests of the enterprise
(Pocztowski 1998).

The social function is based on the notion that job evaluation must
correspond to value systems in a given country, social norms.
Adherence to this premise helps prevent conflicts of pay, their
unreasonable span, employee exploitation, unfair competition.
Market function means that the amount of pay is in the labor mar-
ket. The amount of remuneration reflects many components, in-
cluding the employee's education, experience and skills. The aver-
age wage also depends on the geographical location of the market.
Based on this criterion, higher wages are received by employees in
higher-income regions than by analogous workers in the less de-
veloped localities.

In addition to the fixed portion of the basic salary, there is also
variable remuneration, which applies in the form of bonuses (indi-
vidual, team, general, long-term), awards or incentives for produc-
ers and sellers. These are the pay components that effectively
affect an employee. They allow the company to motivate employ-
ees to work effectively, rewarding for specific accomplishments
and goals. This solution is beneficial for the employer because of
the association of results with the incentive system. It also pro-
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vides a number of other benefits: it allows you to assess your hu-
man resources, identifies employees with the company, contrib-
utes to the development of the organization, gives you the ability
to estimate the effectiveness of each motivation. (Gick, Tar-
czynska 1999). The definition of the basis for setting premiums,
evaluation criteria plays a key role. Also its height should be ap-
propriate for the type of work and at the same time taking into
account the degree of influence of the employee on the efficiency
of the work performed. Bonus incentives refer to pay functions.
From the point of view of income function, it is possible to in-
crease the employee's income in relation to more efficient work.
The motivational function of salaries is accomplished by achiev-
ing the results and achieving the goals set by the company. From
the perspective of the employer, the premium represents the cost
function.

6. Factors of non-financial motivation

Limited salary motivations force employers to look for non-
financial incentives for employees. These stimuli are complemen-
tary to each other. Material factors affect faster, but non-material
ones work slowly but permanently. Proper selection of motivation
tools is about the success of the company, so managers should
analyze the situation of the company and employees in order to
select the most effective motivation system (Zbiegien-Maciag
2006 p. 122-123). Non-financial incentive tools are divided into
material and non-material ones.

Forms of non-payment financial motivation can take the form of
social benefits and show the care of the employer towards the
employee. They appear as:

e benefits in kind (this is an additional component of remu-
neration provided to employees in a form other than cash,
but only if they provide for statutory labour law),

e material attributes of the position (getting a business car,
laptop, phone, rich office equipment, access to kitchen or
answering machine),

e check-in for dismissed employees (although it is paid in a
cash-based manner, it is classified as non-pay incentive be-
cause it is a promise of payment at the end of the employ-
ment relationship),

e retirement and pension schemes (those that are collected as
deferred income),

e stock options, shares and bonds (this is a way of postponing
the payment, which consists in the possibility of resale of
securities),

o social welfare benefits (these funds are used to finance holi-
day rentals, grants, loans),

o cafeteria systems (include the fixed part of the salary paid in
cash and in kind, which are the benefits provided by the
employer such as private medical care, lunch vouchers, pool
passes, gym, cinema tickets - Adamik, Nowicki 2012 p.
360-392).

The second group are motivational factors of non-financial non-
material, including:

e appreciation of the employee and approval of his work,

o friendly atmosphere, efficient cooperation and communica-

tion,

e a precisely defined career path and the ability to develop
and improve,

e ensuring stable working conditions and employment (For-
syth 2001).

An important issue to be addressed when discussing the topic of
remuneration and motivation for work is a fair wage. Since 1997,
research on the theories of measuring human capital has been
started in Poland, initiated by M. Dobija. They depict the relation-
ship between human capital and fair pay. The basis of the theory
of fair wage is the understanding that capital is the ability to do
work. The human labor capital model presented by J. Renkas co-
vers the costs of living, education, time, economic constant, age
and number of years of education (2016 p. 284-301).

7. Conclusion

Motivation is an important issue in the process of managing hu-
man capital. Identifying motivational factors plays a key role in
creating an effective incentive system in an enterprise. Remunera-
tion factors continue to be important, but the issues of non-
financial is becoming more important.
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