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Summary: The aim of the work is to emphasize the importance of cultural diversity in the
process of creating motivational systems. Therefore, selected definitions of motivation and
incentive systems are collected and discussed in the article. The reason for their functioning in
enterprises is to motivate employees and improve their work with financial and non financial
incentives. Motivation is defined as the internal state of human being, which consists of
feeling the lack of meeting the needs. In turn, motivating is an element of management that
consists of using motivators in such a way that they ensure employees’ engagement for the
organization’s aims, encourage employees to raise their qualifications and give them job
satisfaction.This article also defines formal and informal institutions that are relevant to the
operation of incentive systems. This work is based on literature review.

Keywords: incentive systems, motivators, international enterprises.

Streszczenie: Celem pracy jest podkreslenie znaczenia réznorodnosci kulturowej w proce-
sie tworzenia systemow motywacyjnych. W zwiazku z tym w artykule zebrano i omoéwiono
wybrane definicje motywacji oraz systeméw motywacyjnych. Powodem ich funkcjonowania
w przedsigbiorstwach jest motywowanie pracownikow i doskonalenie ich pracy przy uzyciu
bodzcow natury finansowej i niefinansowej. Motywacja to wewnetrzny stan cztowieka, ktory
polega na odczuwaniu pewnych potrzeb, ktore cztowiek chce zaspokoi¢. Natomiast moty-
wowanie to element zarzadzania opierajacy si¢ na takim wykorzystywaniu motywatorow, by
zapewnialy zaangazowanie pracownikow na rzecz sukcesu organizacji, zach¢caty do podno-
szenia kwalifikacji i dawaly satysfakcje z pracy. W artykule zdefiniowano rowniez instytucje
formalne i nieformalne, ktore sg istotne z punktu widzenia dziatania systeméw motywacyj-
nych. Praca powstala na podstawie studiow literaturowych.

Stowa kluczowe: system motywacyjny, motywatory, przedsigbiorstwa mi¢gdzynarodowe.
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1. Introduction

Modern enterprises around the world are under the pressure of how:

e to become more effective,

e to decrease their costs,

* to increase revenue,

* to improve the employees’ performance to adapt to changes in the environment.

The aim of this work is to describe the importance of cultural diversity while
creating the incentive system whose goal is to motivate employees and improve their
work. Effectiveness of the company could be achieved basing on many aspects, but
the primary one is motivating employees.

A question which is frequently asked is how to motivate people properly and
encourage them to grow within their company. Competent and motivated employees
are one of the strongest competitive advantages of every enterprise.

Human capital is treated as a production factor that cannot be easily copied
or imitated. Therefore, different research on motivation is becoming very popular
at present. A lot of components should be taken into account to create a well-
functioning incentive system. One of them is the company’s organisational culture
[Czetwertynski 2019]. R. Deshapande and R. Parasurman describe it as the set of
unwritten rules (often perceived subconsciously) that fulfil the gap between what
is unwritten and what is really going on in the organisation [1987]. According to
Hofstede the organisational culture could be divided into five different dimensions
and this model offers specific guidelines on the construction of the incentive system.
This division includes:

e individualism and collectivism,

* power distance,

* uncertainty avoidance,

¢ masculinity and femininity,

* long-term orientation and short-term orientation.

Informal institutions, such as cultural factors or informal social rules, also play
a significant role in creating the unwritten behaviour models among employees in
the company [Sukiennik 2015]. An effectively functioning institutional system is
conducive to economic development [Sukiennik et al. 2017] and at the same time
increases the effectiveness of an individual company that operates on the market.
Moreover, formal institutions, such as law, constitution and regulations determine
business operations and should be also taken into account [Sukiennik 2017].

Cultural differences play an important role in understanding employees’ needs and
justifying the degree of job satisfaction. Employees from different foreign countries
have different perceptions. Building the incentive system requires understanding
which factor is the most effective one to motivate employees. Nowadays, there are
many international corporations which employ people from different countries.
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Therefore, multicultural management is really significant in organisations which
employ staff from different cultural backgrounds.

The first chapter of this work includes the description of the incentive system
and motivation. This part of work includes various definitions of these phenomena
and the explanation of the difference between the two. The second chapter deals with
the subject of financial and non-financial motivators that influence the effectiveness
of employees’ work. The third chapter consists of the description of incentive sys-
tems’ instances dependent on the geographical location and cultural differences. This
work is based on the literature and various articles focusing on the importance of the
employees’ motivation system in the company activities.

2. Incentive system and motivation

Nowadays, the most valuable asset of enterprises is human capital. Employees are
the driving force of the company’s success. Hence, human capital is the main source
of the competitive advantage of a particular company [Ali et al. 2009]. Therefore, it
is crucial to keep the best employees in the company [Alamzeb 2012]. The incentive
system needs appropriate methods which use specific motivators to influence the
employees’ activities.

In literature there exist various concepts of motivation and motivation process.
People often confuse both terms which in reality have different meanings. Motivating
is a process understood as an interaction between human motivation and selected
stimuli. It is a state of tension in a given person to perform a particular action
responding to a specific need. This need is a trigger to motivate staff and cause
employee’s reaction [Zielak 2012].

In the literature, a lot of definitions of human motivation can be found that
allows better understanding of its essence. Incentives should be selected according to
individual needs because they affect people differently [ Armstrong 2005]. It should
be emphasised that various forms of motivation influence employee’s behaviour
differently. However, such an individual treatment is impossible in international
companies which employ workforce from different cultural regions. To create the
incentive system they take average values of a specific category of needs. These
average values characterize a given organizational culture and are accepted by most,
but not all employees.

One can presume that in large companies, especially culturally diverse
international corporations, the “averaging” procedure can mean the occurrence of
significant differences between what is important for a particular individual and this
average. Due to it the effectiveness of the incentive system can be flawed [Zielak
2012]. According to M. Armstrong, motivation is goal-oriented behaviour. People
are motivated when they expect the course of action to lead them to a goal and
a valuable reward—the one that will meet their needs [Armstrong 2005]. P. Sikavica,
F. Bahtijarevi¢-Siber and N. Poloski-Voki¢ define motivation similarly as a process



Cultural diversity in the construction of incentive systems in enterprises... 101

that initiates and directs actions towards achieving both individual and corporate
goals [Sikavica et al. 2008].

M. Matsie defines motivation basing on psychological aspect of human nature
and describes it as a host of psychological processes that culminate in an individual’s
desire and intentions to behave in a particular way [2008]. Also Adeoye bases its
definition on this field of science, adding that those processes cause the arousal,
direction and persistence of voluntary actions that are goal-directed [Adeoye 2001].
Other researchers are supporters of the same theory that motivation is the driving force
of employees’ actions that influence energy and direct behaviour and is considered to
be goal-oriented (for example [Ahlstrom, Bruton 2010]). Therefore, motivation could
be characterised as a factor that determines employee’s effectiveness in achieving
particular enterprise results. A proper activity of the incentive system needs internal
motivation process. Sikorski considers it as the process accompanying the exchange
between the employee and the organization [Sikorski 2004]. An employee who wants
to meet certain needs must pay their entity a specific own contribution. Therefore,
motivation is understood as the readiness to act to achieve the desired goals. An
employee begins to act when he/she experiences unpleasant tension resulting from
a sense of lack of something [Sikorski 2004]. Needs are states characterized by
failure to meet certain conditions desired by humans and necessary for them to carry
out social roles. The hierarchy of needs is presented by A. Maslow as a motivational
theory in psychology comprising a five-tier model of human needs. This theory is
very important to create incentive systems in enterprises. Regardless which benefit
is offered to an employees, it will fall under Maslow’s pyramid categories.

3. Types of pay and non-pay motivators

According to Maslow, people have some needs because they are social and
psychological entities and these needs are common for human beings. He assumes
that people work more effectively if they are provided with the right incentives to
meet their needs that can be properly ranked (see Figure 1). On this basis, it can be
presumed that a person undertakes activities, including professional work, when the
unfulfillment of a certain state is felt. Maslow’s division could be very helpful to
understand the needs of employees. These needs are divided into lower-higher level.
First of all, once these basic needs are satisfied to a reasonable degree, an individual
becomes aware of higher-level needs. This can result in better human management
because it determines what can be done to satisfy workers. Moreover, there exists
the relationship between their satisfaction level and the effectiveness of their work,
which will increase in this case. Secondly, there are differences between people’s
behaviours and their needs. Even if everyone has the same needs, for example
biological ones, their position in the hierarchy of needs could be different.

To sum up there is no difference between particular needs but there is one in the
degree of satisfaction people get from work. This also shows the importance
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Respect

Affilliation

Safety

Physiological needs

Figure 1. The structure of needs by A. Maslow

Source: [Kostera et al. 2007].

of knowledge of informal institutions in human capital management. Knowing the
employees’ needs and the level of their satisfaction, the choice of instruments used
in the motivating processes should be discussed. These instruments are divided into
financial and non-financial motivators.

3.1. Wage as a component of remuneration scheme

Wage is treated as a classical motivator for every employee that encourages effecti-
ve work and improvement of their professional skills. It is the easiest and the most
efficient way of communication between employers and employees. Wage is a guide
of the employees’ value for the company. The importance of this kind of motivation
is determined by individual needs and expectations [Wachowiak, Stuzynska 2008].
The level of wage determines the standard of living, achievements of employees, ho-
wever it is an imperfect method of employee's valuation [Armstrong 2005]. M. Ko-
stera treats wages as one of the basic forms of remuneration. An employee receives
a certain amount of money for their work and the accompanying effort. This helps
them fulfill their basic physiological needs like food, clothing etc. [Kostera 2010].
The basic forms of renumeration could include: subsidised rent and bonuses
which can be divided into individual or team ones depending on the results of the
company [Kopertynska 2007]. Furthermore, the legislator imposes on an employer
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the obligation to determine and apply the remuneration regulations in companies
employing at least 20 employees. The renumeration system has to include such
components as additional remuneration for overtime and night work. Properly
constructed renumeration scheme should take into account the incentive system and
remuneration components that guarantee correct tasks execution (see Table 1).

Table 1. The components of the renumeration system

The pay component that guarantees

Task the execiution of the task
Acquisition and retention of valuable employees Basic wage
Motivating to achieve company’s goals Bonus
Motivating for effective implementation of tasks assigned Bonus
to particular position
Motivating for creativity, innovation, activity, Bonus
entrepreneurship and additional activities
Motivating to take more responsibility Basic wage, bonus
Motivating for team work Team bonus
Motivating to competence development Basic wage
Motivating for honesty and loyalty to the employer Basic wage

Source: [Kopertynska 2008].

Looking at the information shown in the table it can be concluded that basic
wage is important in acquiring and retaining employees, motivating them to develop
new competencies, taking more responsibility and building loyalty and trust to the
employer [Kopertynska 2008]. Furthermore, one of the most significant components
in the organization management is the selection of an effective set of incentives which
play the role of an important motivator and should be specified in the regulations of
renumeration schemes. The variable components of the remuneration system could
be treated as bonuses which depend on the employee’s achievement [Kawka 2001].
The basic forms of bonuses can be divided into [Kopertynska 2001]:

* bonuses depending on:

— individual results,

— group and team results,

— the effects achieved by the entity,

— the combination being a derivative of individual and team achievements.
* bonus related to subsidized rent:

— embedded in flat pay,

— complementary flat pay that is operating next to it.

The most frequently used formulas for combining bonuses with work effects are:
» task bonuses, depending on the degree of achievement of the goal by individual
employees, team or department,
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» sharebonuses, which are a kind of distribution of profits between management and
employees. Benefits in this form depend on the results of the entire organisation.

Furthermore, effective bonuses require the fulfillment of numerous organisatio-

nal conditions [Kawka 2001]:

* the employee evaluation system should be the most important source of
information used to define the size of the bonus,

* the bonus task should be defined and assigned to the company, departments,
teams, and individual employees,

* the size of the payment should be based on the set of measurable criteria,

* the management should make credible promises because employee's effort can
get increased only in the long run,

* bonus criteria should be based on employee’s tasks and personal abilities,

* bonus should be a benefit next to wage,

*  bonus rates should be associated with an individual position of an employee,

* intervals between granting them and the results of work cannot be too long,

* in case of teamwork, group criteria should be applied first and then individual
ones.
These guidelines are addressed to employees and employers and should guaran-

tee beneficial solutions to both parties.

3.2. Non-wage motivation

If financial motivators are at the level desired by employees, they lose their power as
an incentive. In this case the incentive system should start using non-financial stimuli.
Besides, these motivators are often met with grateful acceptance by employees. These
non financial motivators are granted to employees as an “extra” reward for their
work. This non financial part of the motivation system is an important component
of motivating in the conditions of high competitiveness on the market and allows to
retain intellectual capital in the company [Szatkowski 2000]. The most frequently
mentioned in professional literature non-pay incentives include [Kopertynska 2008]:
e stock,

e shares,

e insurances,

* pension programmes,

» preferential employee loans,

» preferential rules for the provision of certain services,

* courses and postgraduate studies,

* trips, parties, business and occasional events,

* entrance passes for swimming pools, cinemas, and other entertainment facilities,
* co-financing of holidays, etc.,

» free babysitting,

e creche,
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» gift coupons, for instance, on the occasion of Christmas,
e abusiness flat,

» providing portable computers for business purposes,

* company car, parking, monthly urban transport ticket,

* material prizes for original ideas.

In the opinion of a lot of researchers non financial motivators integrate employees
with management faster and more effectively than other motivators, create a friendly
atmosphere in the workplace and shape a positive image of a company. Non
financial incentives of a motivation system should be used with appropriate financial
motivators. The most frequently mentioned components of non-wage motivators are
[Kopertynska 2008]:

* recognition of employees,

e effective communication,

» expected working conditions,

* employee’s development,

» respect for the employee,

e appropriate atmosphere at work.

Summing up the statement that employees’ efficiency depends only on financial
motivators is wrong. The accurate system of motivation should include the combi-
nation of financial and non financial incentives.

4. Types of incentive systems

People from China, Israel and Korea believe that achievement is the key aspect in
people’s working life as it meets their needs for self-improvement unlike people
from Germany, the United States or Holland who have a different attitude and
expectations. For them the most important value and source of motivation is having
fun of work [Zhao, Pan 2017]. In this article various motivating factors have been
distinguished within such countries as China, Japan and Rwanda.

In Japan it is typical to motivate people through medals, attention, and applause,
but it is not a kind of distinction desired by all. Japanese companies focus on teams’
or enterprises’ overall goals in contrast to citizens of the United States who pay more
attention to individual goals [Zhao, Pan 2017]. For the Japanese the institution of
a family and community plays the major role and not the social status or prestige at
work. In case of Japan some motivators are rarer in literature but have an important
value for employees, for example: drinking with colleagues, personal and friendly
leadership, kind atmosphere, overnight excursions, job rotation and company’s
sports programmes.

The quality of supervision, friendship and respect of coworkers should be included
in the group of high level motivators. Japanese organisations use the principle of
equality of applied motivators to make people compete and simultaneously support
cooperation among them. Individuals in Japan are characterised through interpersonal
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competition, which aims to apply more desirable tasks and special options in the
field of professional development. These aspects are more significant than immediate
promotion or wage increase. Japanese managers try to create an environment in
which all employees identify their interests with the goals of a company and they are
motivated to solve problems to meet the purposes of an organisation [ Taguchi 2015]. In
Japan there are discrepancies between incentives depending on a kind of employment
(permanent vs. temporary). Generally employees working on the permanent basis gain
more rewards in terms of wage than the temporary workers [Ahammad et al. 2016] .

Chinese employees represent a different approach because they are focused on
work. They are work-oriented and they spend a lot of time in a company, including
work at night or overtime. Even if they are overtired, they must finish their work on
time. The needs of Chinese employees include four levels [Figure 2].

Self-
-realisation

Sense of security

Physiological needs

Individual wealth

Figure 2. The pyramid of Chinese employees’ needs

Source: [Jamal 2015].

This hierarchy of needs shows the significance of cultural differences. Even if
the needs are almost similar to those presented in the Maslow’s theory, they are
located at different levels in the hierarchy of needs. Moreover, it is important for
ordinary employees in China to become members of the workgroup [Jamal 2015]. At
the same time money is also an important incentive. Historically Chinese employees
were more saving oriented due to living conditions. However, merit recognition is
a significant need of Chinese employees and therefore there is constant competition
in order to get prized by the employers [Farndale, Murrer 2015].

In the incentive system in Rwanda the most significant motivators for employees
are an adequate pay and recognition for work-based achievements [Nimusima,
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Tumwine 2016]. On the other hand, non-financial motivators such as health

insurance and a good working atmosphere are needed for effective work. Employees

in Rwanda pay particular attention to the following issues, which should be included

in the proper working incentive system [Nimusima, Tumwine 2016]:

* reward and appreciation of hard work by employees by increasing wages,
overtime payment, providing refreshments, lunch, recognition gifts, etc.,

» application of negative motivation for poor performers by reducing their wages,
demotion, external transfers, etc. as it is in the case of incentives to encourage
them to perform better,

* involvement of employees in the decision making process,

* increase of the responsibility for information sharing,

* positive reinforcement and treatment of all staff members in a fair manner,

» reduction of the gap in the remuneration between the executive committee and
implementation committee,

» creation of adequate training facilities for workers.

Rwanda’s employees are motivated to work if they are assigned a job according
to their skills. When they are given appropriate tasks in which they are well trained,
their work is more effective. Furthermore, hardworking, talented, and ambitious
employees should be given opportunities and space to develop their potential.
A motivated employee performs better, provided that supervisors understand their
role and provide clear mentoring. To retain high skilled workers it is important to
ensure safe and conducive environment. The need for professional development is
a significant motivator for ambitious employees’ so the opportunity to take part in
training programmes that help improve their skills and knowledge should be included
in the incentive system.

The results of this study indicate that a company should pay more attention to the
proper implementation of factors motivating employees to fully use their potential
and maintain a competitive advantage. An effective incentive system should be
based on employees” cultural background. Although every human has similar needs,
the way to meet them depends on informal institutions such as religion, rules, norms
and culture, etc.

5. Conclusions

Enterprises create their own individual incentive systems adapted to their financial
capabilities but also employee’s expectations. They vary according to different
cultural backgrounds. Every company strives to motivate employees to work harder.
Human resources can be considered in terms of present and future needs. A company
can invest in development and training of employees to achieve benefits and use
the potential of trained people. The possibility of participating in various types of
workshops, courses or undertaking studies may also be a mutual benefit. These
incentives should be treated as the most important factors that encourage employees
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to put effort to their work and do their duties assigned to them more effectively. The
incentive and reward system helps employers to motivate people in such a way that
they use their capabilities to make work more efficient [Gana, Bababe 2011]. This
policy results in higher profits of companies. On the other hand, the lack of suitable
incentive system influences the performance of hard-working people because their
productivity at work decreases. In other words, the chance to achieve the goals and
improve the effectiveness falls [Palmer 2012]. People that manage international
teams should concentrate more on observing and discovering the needs of foreign
employees to create the most suitable incentive mechanism. This helps achieve better
results, generate enthusiasm of employees for their work and improve performance
of an organisation.
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