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Abstract
This study explores the relationship between tangible rewards, intangible rewards and organizational commitment with the mediating role of collectivism in the textile sector of Pakistan. In total,
250 questionnaires were distributed. The response rate was 81%. Data were analyzed by using
SPSS (20.0) software. Results showed that collectivism was negatively correlated with tangible and
intangible rewards and positively correlated with organizational commitment. Further results
showed that tangible and intangible rewards had a significant impact on the organizational commitment. Moreover, mediating role of collectivism has also been proved. Theoretical & managerial
implications, recommendations and limitations for future research have been discussed.
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1. Introduction
A well-established reward and recognition system is necessary to produce desired level of motivation in the employees. Both tangible and intangible rewards help an organization to enhance the motivational level of the employees. But a balance between tangible and intangible rewards should be made by the organizations as per demands of the employees, as out dated, unrealistic, less meaningful, complicated, and irrelevant items will result
in demotivation of employees [1].
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Intrinsic factors (monitory rewards) like pay, bonuses and promotions have their own importance in motivating the employees. No doubt money is the primary factor in motivation of employees, but on the other hand intrinsic (non-monitory) recognitions like appreciation, simple thank you, delegation of authority, long service
certificate, employee of the month/year, use of recreational facilities, an outdoor day, gifts and voucher systems
have also a vital role in the motivation of employees and increase in the performance of organization. Individuals have personal characteristics according to which they believe as per their own value what is important to
them [2].
[3] argued that by following best human resource practices, organizations can change the behaviors of employees to create loyalty with the organization. Motivation of a worker will lead towards the desire of commitment with the organization.
As element of financial rewards brings the motivation in the employees on one side, then the non-financial
awards are also a resource of motivation for the employees and cost effective for the organizations. A development of just “Thank You” culture within the organization will bring a good change in the behavior of employees
towards creating loyalty [1].
[4] defined motivation as a force which was generated in an employee due to internal and external factors.
This energetic force leads towards commitment with the work and work-related behavior is generated. Further
this force also describes the magnitude of work-related behavior. Therefore it is crucial for the managers to find
the particular forces that can maximize the work-related behavior of their employees. Employee motivation contributes an important role in overall success of every organization. Organizational commitment is linked to satisfaction and motivation [5]. This link of motivation and satisfaction can increase the productivity and organizational effectiveness.
The energy crisis in Pakistan has brought a drastic change in the performance of textile sector. The products
of the textile sector constitute the major portion of exports of Pakistan economy. The textile sector holds a pivotal role in the development of Pakistan Economy being the backbone of economy as Pakistan is included in
the 5 largest cotton producers of the world [6]. During this downtime of textile sectors, the organizations are
struggling to survive and now more vigilant about human resource management issues.
The threat of job security has become a major source of demotivation among the employees whereas organizations are considering the cost effective plans to increase the productivity by creating job commitment. Organizations cannot achieve the desired results without considering the strategic alignment between the organizational goals and reward and recognition system by creating job commitment.

2. Review of Literature
[7] found positive and significant relationship between the financial compensation and level of motivation of
employees of nonprofit organizations of Pakistan. [8] conducted survey on the reward & recognition system of
Australia & New Zealand. Report showed that mostly people are motivated or want to be recognized with
spending time, doing activities and sharing experiences with friends and family. Rewards and recognition act as
a reminder for them about special achievements and it becomes a source of encouragements to repeat the efforts
in future. The frequency of rewards and recognitions assures employees that they have worth and organizations
value them [9].
[10] argued that organizations having a balance between extrinsic and intrinsic reward will show better performance. Employees should not be recognized on occasion’s basis but they should also be recognized on daily
basis. This will communicate a positive impact in the mind of employees that they are valued and trusted and
respected. Salary is the most important part of the reward system, but non monitory rewards are perceived more
important by the employees on daily work and it is needed that monitory and non-monitory rewards should go
side by side.
[11] argued that commitment depends upon the on rewards and recognition offered by the organization. According to [12] the motivation of employees can be increased by offering better reward and recognition programs and these reward and recognitions programs will enhance the efficiency of the organization. The success
of any organization depends upon the way in which it motivates its worker. Literature revealed that the motivated and satisfied individuals will retain themselves with the organizations which ultimately reduce the hiring
cost [13]. Companies with reward and recognition programs outperform their competitor, further customer satisfaction; loyalty and profitability are tied to recognitions [14].
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[15] stated that success of any organization can be measured by the human resources as how they are being
considered. By following a good and balanced reward and recognition systems, organizations have made a
progress. Performance of motivated and satisfied worker has a direct impact on the success of organization. Under demoted circumstances the performance of the employees is not up to the mark. Demotivated employees
cannot exert their efforts with full spirit.
Better working conditions and reasonable rewards and recognition programs motivate employees to perform
in well manner. Offering reward and recognition to the employees make them sure that they are being valued by
the organization. These feelings will boost employee’s motivation and thus increases productivity of organizations [16]. Effective rewards and recognition programs boost the morale of employees and develop a relationship between performance and motivation of the individuals [17].
[18] argued that intrinsic motivation is measured through feeling of autonomy. In this regard, other studies
have concluded that intrinsic motivation includes a feeling of competence which can be raised by positive performance feedback; and on the other hand, can be declined by a negative performance feedback. To attain that
level supervisors should give protection, coaching, guidance, instruments, and all other needed resources to ensure that knowledge and development is being managed.
Rewards and recognitions program create job satisfaction. This job satisfaction is positive feeling about the
work experience. The ultimate purpose of rewards and recognition is to keep the individuals committed and motivated. In today’s dynamic environment non-financial or intangible rewards are also the need of employees, as
only monitory compensation cannot increase the motivational level of the employees to keep them committed
and satisfied [19]. According to [20] the fringe benefits are most motivating rewards for employees. [21] investigated the consequences of tangible rewards on the quality of work of organizations providing medical facilities
to the people and found that tangible rewards have positive impacts. [22] argued that motivation helps to maintain better relationship between the management and workers. The strength of any organization depends upon
the relationship between the employees and their supervisors. Supervisors have effect on motivation and satisfaction of employees. [23] stated that intangible rewards give long term motivation to the employees.
Motivation and job satisfaction go side by side. Feedback and challenging work tasks are the two things
which most effect the motivation and satisfaction. Career opportunities and appraisal systems are also the factors
which influence the motivation of workers. Employees who don’t have the wish to become a manager are got
dissatisfied [24].
Non-financial rewards increase the working life of individuals). Intentions are the drivers of motivation [25].
The researcher should consider the outcomes that the rewards may cause for both employee and employer. To
redefine intrinsic rewards, remember that they exist in the job itself like satisfaction of being prosperous in performing a task, appreciation from the management, and autonomy; whereas extrinsic rewards are tangible in nature like pay, fringe benefits, bonuses, and promotions [26].
Rewards and recognition depends upon different factors ranging from demographic variables (gender, age,
culture, society) to personal tendencies like individual goals, psychological and physiological needs. This motivation is vital for the individuals and the organizations. It can be added here that individuals hold vital place in
any organization therefore they should be treated in good way so that they can contribute for the betterment of
organizations. Organizations always face a challenge to adopt the policies according to the change in markets
and employee’s needs. Thus, the managers have huge responsibilities to improve and arrange these relations to
act powerfully in the market in which the strategies and the composition of organizations have changed a lot.
Tangible and intangible rewards contribute too much to increasing the performance [27].
[28] argued that there is a significant relationship among tangible & intangible rewards and organizational
performance. This study further proved that tangible rewards have more impact on motivation as compared to
non-financial or intangible rewards.
According to [29] Al-Angari (1999), non-financial incentives mostly affect the performances of employees.
The impact of non-financial compensation to satisfy the employees is not too much. Rewards which are most
valuable for the individuals are promotions, monitory allowances, leaves, medical facilities and involvement in
decision making process. Rewards which are less considered by individuals are verbal appreciation and monitory payments for work at isolated & remote places. Most valued incentives among all are financial. Intangible or
non-financial rewards are also effective and increase the job performance and satisfaction [30].
[31] investigated to find the employee’s opinion regarding valuing the rewards. As per findings of study no
distinguishable variation in the opinions of employees was found and all employees argued that financial com-
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pensation & promotion are most valuable for them.
Rewards are positively associated with the motivation. According to [15], employees value rewards on the
basis of amount of reward which is given and weightage that an individual imparts to reward. Motivated and satisfied employees perform better when they feel satisfied with the job. In the dynamic environment financial and
no financial compensations are the fundamentals of any motivational program. [32] argued that providing promotional opportunities will affect the personal growth and an increase on social standing.
There is considerable link between financial and non-financial compensation, motivation and job satisfaction.
If magnitude of financial and non-financial rewards is altered then the level of motivation and satisfaction also
changes with it [33]. A clear reward system includes an obvious communication of the offer and concentration
on the rewards as well as the concerns about comprehending the methodologies, targets, and measures applied
while introducing rewards. Under this situation employees need to know the relationship between firm’s goals,
their supply, and the way they are rewarded; and if there is ambiguity in this communication then it will reduce
the level of motivation and value of reward [34].
Study of organizational commitment has proved that commitment comes from attitudinal, behavioral and motivational prospective. [35] categorized the mind sets into three categories, affective commitment, continuous
commitment and normative commitment. Affective commitment is considered as the desire to attach with the
present employer on the basis of emotions, continuous commitment refers to the need of being attached with the
organization keeping in view the economic costs of leaving the organization and third component describes the
moral obligations to be attached with the organization i.e. normative commitment.
Affective commitment or desire based commitment arises when an individual becomes involve or identifies
his value within the organization, continues commitment develops when individual perceive that cost of leaving
the organization is high and there are minimum alternatives available to them. Normative commitment develops
due to social norms which bind individual with the organization in psychological contract [36].
[35] argued that each component of organizational commitment is affected by various factors. As affective
commitment is influenced by work experience, Continues commitment is affected by perception regarding cost
of leaving the organization and normative commitment is affected by the social factors. [37] argued that individuals will have higher level of affective commitment if they are treated with consideration. Three components
of commitment are not same. Studies have shown that individuals with higher level of affective commitment
performs very well against the individuals which have low level of affective commitment. Individuals with high
normative commitment outperform other and similarly employees who avoid losing the benefits/value try to remain attached with the organization [38] [39].
[40] argued that organizational commitment is the tendency of employee’s identification & involvement with
workplace. Affective commitment can be increased by positive feedback from the supervisors [41]. Salary and
commitment are positively co-related with each and other [42].

2.1. Hypothetical Framework
Hypothetical framework for the study is as under:
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2.2. Hypothesis

On the basis of literature support followings hypothesis were formulated:
H1: Tangible rewards have positive impact on organizational commitment.
H2: Intangible rewards have positive relationship with organizational commitment.
H3: Tangible and intangible rewards have positive relationship with organizational commitment.
H4: Collectivism mediates the relationship between tangible rewards and organizational commitment.
H5: Collectivism plays mediating role between the relationship of intangible rewards and organizational commitment.

3. Methodology
The research was conducted among the employees of textile sector of Faisalabad, Pakistan. Total 250 questionnaires were distributed, out of which 203 were received back with response rate of 81 percent. Participants were
workers, junior level manager, middle level manager and senior level manager. Mean and standard deviation
have been find out by descriptive statistics for obtaining information normality. Means describes the average
reaction from the workers while standard deviation is found out to check the variation within the information
that what lengths aside the information values tend to be in the mean. Pearson correlation analysis was used to
find out the relationship between variables. The positive sign of correlation value describes a good relationship
with one of the parameters as well as a negative indication represents the negative relationship. The change in
the dependent variable has been studied by regression analysis. Simple and multiple regression analysis have
been carried out by Software (SPSS 20.0). Cronbach’s alpha has been used to measure the reliability of the
scales.

3.1. Instrument
Organizational commitment is the topic which has been studied extensively. Different factors affect the attachment with the organizations. Out of which are tangible and intangible rewards (financial and non-financial incentives). Different relevant literature was explored pertaining to international and national level for the development of questionnaire. Well established and authentic questionnaires were followed to develop the instrument.
Five-point (1-5) likert scale instrument (strongly agree to strongly disagree) was used. Negative/reverse coded
questions were also used in the instrument so that the respondents may answer with care and more meaningful
response. The instrument comprises upon the following portions.
3.1.1. Independent Variables
Different tools are available for the measurement of job satisfaction with tangible and intangible rewards (financial Incentives) [43]. JSS was used to measure the satisfaction. Although this JSS was originally developed for
use in human service organizations, it can be used for any type of organization. This tool contains 36 items, with
9 sub scales to measure the employee behaviors regarding the job itself and various aspects of job. Each subscale consists 04 questions. 06 sub scales were used for the measurement of satisfaction with tangible & intangible rewards.
3.1.2. Mediating Variable
Collectivism/individualism was measured through [44] 06 item cultural scale. Internal consistency for this item
was calculated to test the reliability of scale.
3.1.3. Dependent Variable
A variety of instrument is available to measure the organizational commitment. Investigating the literature it has
been found that mostly used instrument is [45]. In present study [45] OCQ was used to measure the organizational commitment among the employees.

3.2. Instrument Reliability
Commonly used statistical tool for the reliability of instrument/scales is Cronbach’s coefficient alpha. By using
SPSS (20) Cronbach’s alpha reliability coefficients of each variable was calculated.
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4. Results
4.1. Descriptive Statistics

Table 1 shows mean, standard deviation and Cronbach’s alpha for the independent, dependent and mediating
variables.

4.2. Correlation Analysis
Table 2 shows the correlation analysis of independent, dependent & mediating variables.
Pearson correlation for the independent, dependent and mediating variables was calculated by using SPSS. To
claim a mediating relationship, first there should be significant relationship between the independent variables,
dependent variable and the mediator. First condition of [46] is satisfied.

4.3. Regression Analysis
Simple and multiple regression analysis along with hierarchal regression analysis were used test the impact of
independent variables (tangible and intangible rewards) on dependent variable (organizational commitment)
with the mediating effect of mediator (collectivism). The impact of tangible rewards on organizational commitment is shown in Table 3. Similarly the impact of intangible rewards is shown in Table 4. The collective impact
of tangible & intangible rewards has been shown in Table 5. Regression model of Table 3 (R2 = 0.259, F =
71.092, Sig = 0.000), 4.4 (R2 = 0.243, F = 65.513, Sig = 0.000) & 4.5 (R2 = 0.290, F = 41.950, Sig = 0.000) and
positive value β depicts that there is positive and significant relationship between tangible and intangible rewards and organizational commitment.
Hence H1, H2 & H3 accepted.

4.4. Mediation Analysis
As per requirement of Baron & Keny (1996) the path between independent variables and mediating variable
must be significant. Table 6 and Table 7 (Regression analysis) show that collectivism partially mediates the relationship between tangible rewards and organizational commitment leading us towards the acceptance of H4.
Furthermore due to insignificant impact of intangible rewards on mediating variable the relationship between
intangible rewards and organizational commitment was not possible to check in the textile sector of Pakistan
(Table 6 and Table 7).
Table 1. Descriptive statistics.
Descriptive statistics
N

Mean

Std. deviation

No. of items

Alpha

Tangible rewards

202

2.7776

0.47552

12

0.80

Intangible rewards

202

2.5860

0.37224

12

0.71

Organizational commitment

202

2.5287

0.27237

15

0.56

Collectivism

202

2.0396

0.43458

6

0.85

Table 2. Correlation table.
Correlations
Variable

1

1

Tangible rewards

1

2

Intangible rewards

0.718***

3
4

Collectivism
Organizational commitment

2

4

1

**

−0.113*

***

***

−0.142
0.512

3

0.497

1
0.145**1

***
Correlation is significant at the 0.01 level (2-tailed). **Correlation is significant at the 0.05 level (2-tailed). *Correlation is significant at the 0.10 level
(2-tailed).
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5. Discussion & Conclusion

The purpose of this study was to investigate the relationship between the tangible, intangible rewards and organizational commitment as well as to test the mediating role of collectivism between the rewards and organizational commitment. The empirical results supported the relationship between the tangible rewards and organizational commitment. Second, the relationship between the intangible rewards and organizational commitment has
also been supported by the results. Third, the collective and positive impact of tangible and intangible rewards
on the organizational commitment has also been proved by the empirical results. These findings proved that rewards had a positive and significant impact on the organizational commitment in textile sector of Pakistan at
Faisalabad. These finding are in connection with the literature. As per study conducted by [8] on the reward &
recognition system of Australia & New Zealand, mostly people are motivated or want to be recognized with
spending time, doing activities and sharing experiences with friends and family. Rewards and recognition act
like reminder for the employees about special achievements and it becomes a source of encouragements to repeat the efforts in future. The frequency of rewards and recognitions assures employees that they have worth for
organizations [9]. These finding are also in connection with the findings of [29] that non cash rewards have an
effect on the performances of individuals.

5.1. Theoretical & Managerial Implications
From above conclusions, it is recommended that organizations have to align their tangible and intangible rewards. The balance between financial and non-financial rewards is necessary to maintain and boost the level of
job satisfaction and motivation in order to increase the organizational commitment. This will increase the loyalty
of the employees. Results due to higher level of loyalty will be beneficial for the organizations in various aspects.
Table 3. Regression analysis: tangible rewards as independent variable.
Dependent

Independent

β

t

Sig

Organizational
commitment

Tangible rewards

0.512

8.432

0.000

Table 4. Regression analysis: intangible rewards as independent variable.
Dependent

Independent

β

t

Sig

Organizational
commitment

Intangible rewards

0.497

8.094

0.000

Table 5. Regression analysis: tangible & intangible rewards as independent variables.
Dependent

Independent

β

t

Sig

Organizational
commitment

Tangible rewards

0.321

3.755

0.000

Intangible rewards

0.266

3.116

0.002

Table 6. Regression analysis: tangible rewards as independent variable.
Dependent

Independent

β

t

Sig

Collectivism

Tangible rewards

−0.142

−2.030

0.044

Table 7. Regression analysis: collectivism as mediating variable.
Model

Dependent

Independent

β

t

Sig

1

Organizational
commitment

Tangible rewards

0.512

8.432

0.000

2

Organizational
commitment

Tangible rewards
collectivism

0.544
0.222

9.143
3.736

0.000
0.000
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It will reduce the absenteeism level on one side, and on the other hand performance level of employees will
be enhanced. Similarly the turnover will be reduced and it will be beneficial for the organizations. This reduction in turn over will save the organizations from the cost of recruiting, selection and training. It will provide
economic benefits to the organization. This economic benefit will have a greater worth when the organizations
are under the financial crunches. This will enable them to cut down the unnecessary cost enabling them to move
on the path of glorious success. In this way, they will better perform when others will be facing problems during
economic down time. HR professionals can formulate strategies to achieve their objectives of maintaining high
levels of employee motivation and creating organizational commitment to enjoy overwhelming performance
during the financial crunches.

5.2. Limitations and Suggestions for Future Research
The study was conducted during the economic stress and energy crises. Due to these reasons, the textile sector
of Pakistan was struggling very hard to survive. To gain deeper insight of the problem, it would be interesting
and worthwhile that a quantitative study with large sample size is conducted to obtain more concrete insights
regarding impact of tangible and intangible rewards on the organizational commitment with the mediating impact of collectivism in the public and private sector.
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