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The Relative Effects of Perceived Company Ethics versus
Remuneration Package Satisfaction on Employee Engagement
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Abstract

Employee engagement is an essential driver to obtaining more effective, motivated
employee participation and improved business performance. Perceived company ethics
and remuneration package satisfaction are significant yet potentially conflicting forces on
employee engagement, as companies may pursue higher financial rewards through
unethical ways. This research answers the grand challenge in terms of which one of the
employee engagement influencing forces of perceived company ethics and remuneration

package satisfaction are stronger influences by using a quantitative approach.

The financial services industry has been exposed recently for various unethical practice
scandals as well as having its excessive remuneration levels being highlighted. By
understanding the forces of employee engagement better, this provides financial services

companies with a better informed view as to where their focus should be.
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Introduction

Stakeholders, especially employees, want to be associated with ethical profit-making
companies (Aula (2010)). Gatzert, Schmit, & Kolb (2014) discuss how problems arise with
stakeholders when various ethical issues arise, which include the unfair treatment to staff
or where companies source their goods. Mehta & Mehta (2013) determined the factors
influencing employee engagement, which they found to include perceived company ethics

and remuneration package satisfaction.

Despite the fact that employee engagement is a currently well researched topic in the
human resources area (Saks (2006), Beames (2007), Lakshmi (2012), Mehta & Mehta
(2013) and Kataria, Garg, & Rastogi (2013)), the relative influencing forces of paying staff
more and having higher perceived company ethics has not been compared to each other.
These factors can potentially be at a conflict with each other as remuneration incentives
can be targeted for short-term large profits which may be achieved easier by unethical
business practice. This paper looks to expand on current knowledge by testing these two
relative forces driving employee engagement. This is important as the relationship of
employee engagement to improved company performance and to gaining a competitive
advantage has been well demonstrated (Edmans (2011)). In better understanding these
relative employee engagement forces, the company can thus better improve its

performance.



Research Problems and Motivation

Companies are always seeking for ways to increase their revenues. This exploration can
sometimes lead to companies bending the rules and not fully considering the strategic
options and its impact on and of stakeholders. Concurrently, companies use remuneration
package incentives to motivate their staff to pursue additional profits. These remuneration
expenses are a material portion of company expenses. The problem is the unethical
pursuit of revenues may adversely reduce the employee engagement that the
remuneration incentives try to achieve in the first place. The power of the forces of
perceived company ethics and remuneration package satisfaction are thus important to
understand to ensure that an overall net engaged workforce is achieved. This paper sets

out to understand these forces.

The financial services industry is defined as the economic services provided by the finance
industry. This includes a broad range of organisations that manage money and provide
services of a financial nature to its customers. Bernal, Gnabo, & Guilmin (2014) discuss
how the financial system plays a central role in the functioning of modern economies. As
such, companies in the system need to ensure they maintain ethical behaviours to ensure
the system is operating trustworthy in order for stakeholders to continue to participate in
the system. Holme (2008) describes how the financial failures of big US based companies
in the early 2000s, followed by the financial crisis and more lately the Libor Rigging and
Gold Price Rigging scandals amongst large international banks have placed financial
services companies under increased scrutiny regarding their unethical behaviours to
maximise their financial performance, more so than companies in other sectors. The
culture of the financial services sector is blamed for these unethical behaviours instead of
these being isolated scandals. Gregg, Jewell, & Tonks (2012) further explains the
exorbitant remuneration paid to these financial services employees whilst they pursue

profits often in unethical ways. The financial services industry thus carries a bad reputation



where employees are considered “guns for hire” and the sector is perceived to have lost its
humanity. This paper shall look at whether perceived company ethics effects employees
engagement in this sector and also whether these employees are engaged the more they
are satisfied with their remuneration package. Given the strong unethical focus and high
remuneration status of financial services players, this paper shall further look at these
forces of engagement relative to each other to see whether there is benefit in companies

in the financial services sector focusing more on the ethical way of doing business.

Understanding Employee Engagement

Over the years many publications have attempted to define the concept of employee
engagement and Markos (2010) recognises that there is no single definition for employee
engagement. He further found that the meaning of the employee engagement depended
on the context that the term was being used and the concept is multi-dimensional with
inter-related constructs. He further explains employee engagement to relate to the
employees’ willingness and ability to help their company succeed. An engaged employee
is described as being aware of the business direction and working with colleagues to
improve performance within the job for the benefit of the organisation. Kahn (1990) more
broadly describes employee engagement as “the harnessing of organization members’
selves to their work roles; in engagement, people employ and express themselves

physically, cognitively, and emotionally during role performances”.

The benefits of employee engagement are described in Saks (2006) as engaged
employees having a high quality relationship with their employer, thus leading them to also
have more positive attitudes, intentions and behaviours in the workplace. He also states
that employers want employees who will do their best work to help the company achieve
its objectives and that employees, in turn, want good jobs that are challenging and

meaningful to them as well.



There is empirical research to conclude that commitment and job satisfaction is achieved
through employee engagement (Beames (2007)). Engaged employees are described as
one of the key constructs to increasing the quality of a company’s human capital, which

thus creates a competitive advantage for a company.

Beames (2007) discusses the cost of staff turnover in terms of finding adequate
replacements and training these replacements tend to outweigh the costs a company
incurs to keep an employee engaged. A business case for engaging and retaining staff is
summarised by what he calls the “turnover cost iceberg”. This includes the visible costs
such as exit costs, vacancy costs, replacement costs, commencement costs and training
costs. In addition there are however substantial invisible costs not always considered by a
company which include intellectual property investment, performance, effect on morale,
external client relationships, development costs, productivity and effect on reputation.
Understanding the key influences of employee engagement is thus important to avoid

incurring all of these costs.

The importance of employee engagement is further discussed by Edmans (2011), who
was able to demonstrate a strong relationship between employee engagement and a
company’s stock price, income growth and overall financial performance. Gaining

employee engagement is thus a competitive advantage for businesses.

Mehta & Mehta (2013) describes organisations with high employee engagement levels as
being more productive and more profitable than those with low levels of employee
engagement. They found both business ethics and remuneration to be amongst those

factors affecting employee engagement.

Lakshmi (2012) states that employee engagement is a current corporate “buzz” word. It is
an essential driver to obtaining quality outputs, improved performance, employee
participation and increased motivation levels in a company. Engaged employees are those

who work with passion and feel an intense connection with the workplace. They drive
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innovation and move the company forward. Totally disengaged employees are those who
are not satisfied at work. They act out their unhappiness at work, effecting revenue
generation, and tend to end up leaving the company, effecting costs of running the
business. Mann (2012) also states that low levels of employee engagement are
destructive in an organisation leading to dissatisfaction, poor productivity, absenteeism

and employee turnover.

Kataria, Garg, & Rastogi (2013) state that employee engagement is more vital than ever
before to an organisation’s success and competitive advantage. Young people also no
longer work for one company until retirement as they did in the past, thus may leave
employment where they are disengaged. They further state that experts predict the current
turnover rate in companies may rise substantially due to a lack of focus on getting
engaged employees. With recruiting costs running high, the ability to engage and retain

valuable employees has a significant impact on an organisation’s financial performance.

Employee engagement may also be defined from a commercial business perspective,
which Storey, Ulrich, Welbourne, & Wright (2009, p. 300) looked at. They provide two

examples, i.e.:

- The Caterpillar company definition as “The extent of employees’ commitment, work
effort, and desire to stay in an organisation”; and

- The Dell Inc definition as “To compete today, companies need to win over the
minds (rational commitment) and the hearts (emotional commitment) of employees

in ways that lead to extraordinary effort”.

In understanding employee engagement better, the underlying forces that influence it is
explored. Werner, Karel, Jan, & Wait (2011, p. 8808) in this respect describes the key

influences of employee engagement, which include employees:

- Are encouraged to develop skills with a focus on career planning and individual

growth and development;



Get to have a work-life balance with the establishment of a culture where leaders
are role models of a balanced work-life;

Believe in the organization’s direction and leadership with an awareness and
understanding of the strategic direction of the organization;

Are being praised / recognised for good work through effective reward and
recognition mechanisms

Are being cared about as a person thus promoting culture of caring in the
workplace;

Are motivated by competitive compensation and benefits programs with formal
mechanisms in place, e.g. incentive programs;

Have clear job expectations with an awareness and understanding of what is
expected of employees;

Have the resources for effective job performance thus ensuring the availability of
sufficient equipment and resources to all employees; and

Are being provided the opportunity to use skills, thus having equal opportunities for

employees to utilize current skills and develop new ones.

Quantifying Employee Engagement

Employee engagement is a social construct which is challenging to quantify precisely. The

most encompassing measure is known as the Utrecht Work Engagement Scale (UWES)

as defined in Schaufeli & Bakker (2003). This scale assesses different components of

employee engagement:

Vigour,
Dedication; and

Absorption.



Schaufeli & Bakker (2003) provide a straightforward definition for each of their metrics.
They state that Vigour is characterized by high levels of energy and mental resilience while
working, the willingness to invest effort in one’s work, and persistence even in the face of
difficulties. Dedication refers to being strongly involved in one’s own work and
experiencing a sense of enthusiasm, significance, inspiration, pride and challenge. The
Absorption metric is characterised by an employee being fully concentrated and happily
engrossed in their work, whereby time passes quickly and the employee has difficulties

with detaching themselves from work.”

The UWES has 17 questions with the Vigour Scale has 6 questions; the Dedication Scale
has 5 questions and the Absorption Scale has 6 questions. For each questions, the
employee is asked to indicate how frequently they felt this way at work on a O (Never) to 6
(Always) scale. A score for each of the three metrics is calculated as the average across
their respective questions. An overall employee engagement score for the entire UWES is

calculated as the average rating across all 17 questions.

Knox-Davies (2010), Reynhardt (2010), Huhtala, Feldt, Lamsa, Mauno, & Kinnunen
(2011), Hamman (2012), Clercq, Bouckenooghe, Raja, & Matsyborska (2013) and Roof
(2014), for example, have used the UWES framework to quantify engagement levels, with
statistical tests proving the scale to be highly reliable. This demonstrates the relevance
and accepted use of this quantification scale as a reliable and valid measure of employee

engagement.

Due to the full disclosure of the underlying calculation methods of the UWES, the ease of
use, the proof of reliability of using this measure, the widespread use of this measure in
the industry and the usefulness of this measure described above, the UWES scale was

used in this paper to assess employee engagement. These questions are in the appendix.



Understanding Perceived Company Ethics

Crane & Matten (2010, p. 5) define company ethics as the study of business situations,
decisions and activities where the issues of right and wrong are addressed. They describe
a company’s ethics as focusing on the practices of dealing with what is morally right and
wrong. Goel & Ramanathan (2014) further state that company ethics covers the areas of
moral principles and decision making, governance issues and code of conduct for a
business. They do recognise the concept of company ethics to be a mutating thing, which
differs slightly in its meaning in the context of new technologies, new ways of resource
mobilisation and utilisation, and evolves based on societal practices and an increasingly
global business network. The level of practices and treatments of ethical issues in a
company affects its employee’s perceptions of the company’s ethics. They further state
that ethical leaders always ensure the company is authentic in its goals, mindful of each of
its employees, sustainable in its vision and embraces diversity by engaging with the staff.
These factors influence the levels of employee motivation, job satisfaction and employee

engagement.

The concept of ethics though extends further than employee engagement. Webley & More
(2004) state that financial players with a code of ethics tend to generate more Economic
Value Added and Market Value Added, as seen in the late 90s over extended periods of
time than those without these codes. Companies with a code of ethics also experienced
far less Price to Earnings ratio volatility over time than those without them. Raghunathan
(2013) discuss why people should be ethical which can be summarised as saying that an
individual needs personal ethics for one’s own self-worthiness. To be ethical wins people
the approval of society/community and earns people greater self-esteem. Ethical conduct
helps simplify life and the decision making, by helping resolve conflicts with others. A
similar context for a business being recognised as a persona of its own can be argued,

with each individual a recipient of the business ethical behaviours as a whole.



Ethical failures have however been a central point of focus of media attention in the
financial services industry. Holme (2008) describes that there are many examples where
dishonest behaviour in the financial services industry has come to light more recently and
raises concerns of how many more acts are not being brought to light. They also state that
stakeholder interest is central to the consideration of ethical and fair treatment, which is
lacking in the financial services industry. Jameson (2009) further echoes the need for
ethics in the financial services industry as they describe the collapse of major global
investment banks. They also comment on the poor set of ethics in a major insurance
company, which was exposed during the financial crisis and represent an unethical way of
doing business in order to maximise profits at all costs. Roth (2009) and Earle (2009)
further explain the impact of unethical behaviour during the financial crisis, which seem to
indicate that accepting more minor unethical behaviours may lead to over time accepting
more extreme unethical behaviours due to the moral compass deteriorating gradually over
time in the financial service industry. This has led to profit seeking no matter how it was

done and in turn caused the major collapse.

Edelman (2013) further assessed the trust of employees to their respective industries. The
results of the survey showed that in both 2012 and 2013 banks and other financial
services companies have the lowest level of trust amongst the broad spectrum of
industries. Whilst this survey was not peer reviewed, it does provide a big indication that

there may be trust concerns in the financial services industry.

Quantifying Perceived Company Ethics

Perceived company ethics is a social construct, which is challenging to quantify precisely.
Akaah & Lund (1994, p. 426) has however managed to quantify perceived company ethics
with questions relating to personal use of company assets, passing blame, bribery,

falsification, padding expenses and deception in the company. Holme (2008) looks at
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guestions relating to trust openness & sincerity, treating people with respect & dignity,

learning responsibilities and social responsibilities.

The questions used in the survey of this paper leveraged off the literature above with
adjustment for clearer wording. Despite the concern of measuring a social construct like
perceived company ethics, the strong reliability tests, shown later, confirm the relevance

and validity of the questions used in this survey.

Understanding Remuneration Package Satisfaction

Shapiro (1976, p. 27) highlighted the in the 1970s the need to monitor employee pay
satisfaction. The lack of research into this aspect prior to this paper is highlighted by him
and the findings include that pay dissatisfaction leads to negative things such as poor job
performance, strikes, grievances, high staff turnover, job dissatisfaction and mental

disorders in the workplace.

Edvinsson & Camp (2005) describes how the world’s economies are changing from just
having the traditional industrial labour workers to a greater proportion of knowledge
workers. The war of companies to gain a competitive advantage in the next few decades is
expected to be the war for talent. They claim that in the knowledge based economy,
workers are to be remuneration in intelligent ways and not the traditional cash at the end of
the week type. Knowledge workers need to be satisfied with a comprehensive package
that may include cash, long term incentives, health and other company benefits. An
attempt to convert all of these benefits into a cash lump sum does not necessarily have the
same effect as structuring an intelligent remuneration system. Companies should also
consider that knowledge work involves elements of teamwork, thus reward structures that

consider group achievements may be required.

11



Remuneration packages are also different according to the sector an employee in working
in. Edvinsson & Camp (2005, p. 116) demonstrates that engineering, General IT and
Industrial IT sectors may have different factors that make up the eventual salary paid by
companies depending on what skills are required and important. In some areas this is
about the knowledge on the topic, some based on past experience and some one’s access
to networks. The satisfaction of remuneration always tends to involve what peers are

earning within a sector.

Lee (2009) discussed the importance of getting the correct level of remuneration for
employees. A relationship between employee remuneration and company overall financial
performance was found by him. By increasing the remuneration package to employees,
this would thus expectedly lead to some increase in the company performance as
employees are more engaged and work harder. Ghazanfar, Chuanmin, Khan, & Bashir
(2011) also found that the satisfaction of the remuneration package of an employee is

essential to ensure the employee is kept motivated and engaged.

Gregg, Jewell, & Tonks (2012) however discuss how financial services companies in
particular offer higher levels of incentives in their remuneration to get employees to
maximise the financial performance of the company. They caution that these exorbitant
levels of remuneration incentives has negative consequences on the ethical decisions their
staff make in pursuit of profits, thus whilst more remuneration incentives gets staff
engaged, the negatives behaviours associated with this in turn reduces engagement to the
company. The net engagement effect is what is important and needs to be understood.
That net effect however requires an understanding of the relative force of remuneration
package satisfaction on employee engagement compared to the perceived company

ethics effects on employee engagement, which shall be tested in this report.

12



Quantifying Remuneration Package Satisfaction
Shapiro (1976, p. 28) did a survey to assess which of the many constructs would aid in
determining pay satisfaction in a more commonly researched area of the time. His

research found four key areas in determining pay satisfaction, which include:

Social Comparisons: Payment relative to what others receive;

- Actual Pay Level,

- Scale of Living: Amount relative to what is required to cover basic needs, which is
defined as what neighbour’s style and expenses come out to; and

- Wage History: Past pay affects what an employee perceives to be paid, small

incremental increases over time lead to a greater sense of dissatisfaction.

Whilst the constructs were determined in the 1970s, recent research shows similar
findings. Scarpello & Carraher (2008, p. 31) use six similar pay satisfaction questions in

assessing:

The employee’s current wage or salary amount;

- How the employee’s raises are determined;

- Differences in pay levels of different employees;

- The employee’s overall pay level or rate;

- The employee’s pay relative to the effort they have to exert; and

- The employee’s pay relative to similar jobs.

A questionnaire to quantify remuneration package satisfaction was constructed based on
the above questions. This is shown in the appendix. The strong reliability statistics, shown

later, justify the reliability of the questions to be used for statistical inference purposes.
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Influences on Employee Engagement

The test of motivation-hygiene theory is explained in Brenner, Carmack, & Weinstein
(1971). In the 1970s, employee engagement was not as big a concept as today but rather
related to concepts like job satisfaction and motivation. Those were being tested as an
alternative to Maslow’s hierarchy of needs theory (Maslow, 1943) and the relationships
found with job satisfaction and motivation are still of great use, given these areas have
links to employee engagement. What Brenner, Carmack, & Weinstein (1971) found was
that the Frederick Herzberg Motivation-Hygiene Theory provides us with a better
understanding of how to motivate or prevent motivation in staff (Herzberg, 1959). The
Motivation factors relate to the job itself and the results that performance of the job causes,

thus more of these factors lead to better motivation. These factors include:

Recognition;

- Achievement;

- Work itself;

- Opportunity for advancement; and

- Responsibility.

Brenner, Carmack, & Weinstein (1971) describe the hygiene factors to relate more to the
environment of the job and a lack therefore in turn reduces motivation. These factors
however have limited additional benefit beyond a point at which they are present. These

factors include:

- Salary;

- Company Policy;

- Interpersonal relations;

- Working Conditions; and

- Technical Competence.

14



The concept used in this paper relating to remuneration package satisfaction may map
intuitively to salary and the concept of business ethics spans the constructs of company
policy, interpersonal relations and working conditions. All of these constructs are thus
linked to hygiene factors, thus the suggestion that they prevent demotivation (translated
broadly to disengagement) rather than increase motivation (translated broadly to
engagement). Whether the factors of remuneration and business ethics are pure
engagement or hygiene factors is not the issue at hand, as the concept of disengagement

is just as harmful to a business but has its incremental additional benefits.

As more academia have published and the concept of employee engagement has
developed, remuneration and business ethics are increasing becoming more apparent that
may however in fact also have positive effects on engagement (rather than just preventing
disengagement). An example is Seijts & Crim (2006). They describe the credibility and
confidence constructs which link directly to increasing employee engagement. Credibility
comes from having high ethical standards in the company to ensure employees feel proud
to associate themselves for with the company. Confidence comes from leaders being the
examples and role models in the company, which is done by ensuring both high ethical

standards and high performance standards.

Holme (2008) further describes the advantages of having an ethical business including
improving employee satisfaction through fair management decisions and processes. The
perceived ethical business values, formed by management behaviours, can make the
difference between employee satisfaction and frustration with the consequent impact on
financial results. This relates to the definition of employee engagement discussed earlier.
This idea of ethical leadership and ethical ideologies in a company effecting engagement

levels is also reiterated in Demirtas (2013).

Lakshmi (2012) also describes that financial incentives such as attractive bonus schemes

are important to getting more employee engagement and the perceptions of company

15



ethics is also highlighted as an employee engagement factor. Economist Intelligence Unit
Limited (2013) more recently also describes the rewards and recognition, including a pay
raise as contributing to increased levels of employee engagement. These recent literature
provide a greater view that in fact perceived company ethics and remuneration package

satisfaction are more than just hygiene factors.

Hypotheses

The literature reviewed discussed the positive influencing power of perceived company
ethics on employee engagement. Given that the perceived ethics is considered weak in
the financial services industry (Holme (2008), Roth (2009), Earle (2009) and Edelman
(2013)), a statistical test shall be performed to confirm whether perceived company ethics

is in fact an influencing force of employee engagement in the financial services industry.

Hypothesis 1: In the financial services industry, there is a positive relationship

between employee engagement and perceived company ethics.

The literature reviewed also discussed the positive influencing power of remuneration
package satisfaction on employee engagement. Gregg, Jewell, & Tonks (2012) discusses
exorbitant remuneration incentive levels for employees in the financial services industry
and the resultant unethical behaviours that arise as a result. This influencing power thus
needs to be confirmed to effect employee engagement to justify these exorbitant levels. A
statistical test shall thus be performed to confirm whether remuneration package
satisfaction is in fact an influencing force of employee engagement in the financial services

industry.

Hypothesis 2: In the financial services industry, there is a positive relationship

between employee engagement and remuneration package satisfaction.

16



Should these two hypothesis successfully prove that perceived company ethics and
remuneration package satisfaction are influences of employee engagement, the leading
guestion is should financial services rather focus on perceived company ethics versus the
current focus of remuneration package satisfaction to achieve better employee
engagement. A statistical test shall thus be performed using the financial services
respondents to quantify the predictive relationship between employee engagement &
perceived company ethics versus the predictive relationship between employee

engagement & remuneration package satisfaction.

Hypothesis 3: In the financial services industry, the relationship between employee
engagement and perceived company ethics is stronger than the relationship

between employee engagement and remuneration package satisfaction.

Research Design

The research was done in a quantitative nature using primary data received from an online
survey questionnaire. This survey questionnaire captured the data required to quantify
perceived ethics of the company, remuneration package satisfaction and employee
engagement levels. The questionnaire was voluntary to respondents and anonymity is
maintained by the storage of data without identifying characteristics and using aggregate
data for the results. The analysis of the results enabled the quantification of the various
relationships by using different statistical techniques. Pilot surveys were distributed for
testing purposes and to apply amendment comments as to the content, wording and

format of the survey. The pilot survey results were not used for inference purposes.

Population and Sample Data
Employed workers in the financial services industry are the universe that inferences are to

be extended to.
17



The sampling frame consists of the following two segments:

- Part-time executive MBA students who have full-time employment; and

- Employees from two major companies in the financial services industry.

An anonymous online survey questionnaire was completed to serve as the primary data
that was used in this paper. Online surveys allowed for easier data integration for data
analysis and inference purposes. The survey was open for a month after which point the
survey automatically closed and data was exported for analysis. The researcher checked
on the storage of data throughout the data collection period and ensured the volume of

responses was more than sufficient.

The qualitative response options of the questionnaire dealing with employee engagement,
perceived business ethics and remuneration satisfaction was coded into numeric

measures and standardised for regression analysis purposes.

Overall, 446 survey responses were received, of which 369 indicated that they were
employed in the financial services industry (82.7%). The sample is also split 55% female
and 45% male, whilst the mean age of the sample is 37 years with a median age slightly
lower at 35 years. The largest group of respondents by education level are those that have

not gone beyond a high school education (i.e. 34%).

The majority of responses work for a bank (i.e. 55%) followed by employees in the short
term (property & casualty) insurance work area (i.e. 12%). The large portion of banking
and insurance responses is as expected, mainly due to the researcher’s target for

obtaining employees in the financial services industry.

The largest category of respondents are those that have worked between 6 and 10 years

at the current company (i.e. 43%), which is also the median response.

18



The largest category or respondents in the sample is middle management (38%) and in an

administration role (23%). Only 5% of the respondents are at an executive level.

The respondents were filtered by sector with only financial services respondents used in

the regression analysis (i.e. 369 observations).

Results

The Cronbach Alpha test was conducted to determine the reliability of the data used via
consistency tests within each construct. Tavakol & Dennick (2011) discuss the common
use of this test for reliability tests and how this statistic looks at the amount of
measurement error. A higher Cronbach statistic means that there is higher inter-
relatedness of the items within the test. The results of the Cronbach test are shown in the

table.

{Insert Table 1 — Cronbach Alpha Test}

The employee engagement questions test statistic has the highest reliability statistic of
0.92. This compares well with the UWES employee engagement reliability statistics of 0.93
in Knox-Davies (2010), 0.95 in Huhtala, Feldt, Lamsa, Mauno, & Kinnunen (2011), 0.93 in
Hamman (2012), 0.9 in Clercq, Bouckenooghe, Raja, & Matsyborska (2013) and 0.94 in

Roof (2014).

The Cronbach alpha for the perceived company ethics questions statistic was 0.87, but the

remuneration package satisfaction question Cronbach alpha statistic is lower at 0.78.

Bland & Altman (1997) mention that a test statistic higher than 0.7 is considered the levels

that should be acceptable for this statistical test. All Cronbach Alpha statistics for the data
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received are well above 0.7, the acceptable level of reliability suggesting a low
measurement of error of the responses and high scale reliability. There is thus strong

evidence to support that the data is reliable and consistent to use for inference purposes.

A regression analysis was performed on the employee engagement score. This was done
to test the significance of each of perceived company ethics and remuneration package
satisfaction and the relative strength of these to employee engagement compared to each
other. The variables gender, age, highest qualification, tenure at the company and role in
the company were included in the regression analysis of employee engagement as control

variables. The following regression test statistics were obtained

{Insert Table 2 — Multiple Hierarchical Regression of Employee Engagement on

Predictors}

A five percent significance level is used for statistical significance as this is the norm level
of confidence used in the social sciences area (Stigler (2008, p. 12)). One can conclude
from the multiple regression that in the financial services industry the beta coefficient is
significant for both perceived company ethics (0.346, p = 0.000) and for remuneration
package satisfaction (0.271, p = 0.000). The null hypotheses 1 and 2 may thus be

rejected.

The beta coefficient from the multiple regression is also notably higher for perceived
company ethics (0.346) than for remuneration package satisfaction (0.271), which means
null hypothesis 3 may thus be rejected. A conclusion is that in the financial services

industry, the relationship between employee engagement and perceived company ethics is
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demonstrated to be stronger than the relationship between employee engagement and

remuneration package satisfaction.

The results of the Pearson Correlations Test also show that employee engagement and
perceived company ethics in the financial services sample are correlated with a factor of
0.5 (1dp), whilst employee engagement and remuneration package satisfaction in the
financial services sample are correlated with a factor of 0.4 (1dp). The correlation results
by demographic factor also show consistently higher correlations between perceived

company ethics and employee engagement.

From the control variables used in the multiple regression, the beta coefficients are also
notably significant for the factors of age (0.111, p = 0.038) and role in the company (0.117,

p = 0.017), thus demonstrating their predictive influences on employee engagement.

Demographic Observations
By assessing the survey data by demographic category, negligible differences of the
employee engagement category scores are observed by gender. Older employees do

however tend to show higher engagement and perceived company ethics scores.

Negligible employee engagement category scores are observed by education qualification
level; however employees with lower qualifications do show slightly higher levels of

remuneration package satisfaction, a relationship which could be for future research.

Employees in the financial services do however show higher scores in all the categories of

employee engagement, perceived company ethics and remuneration package satisfaction.

Negligible differences of category scores are observed by tenure at the company; however

employees working for the company longer show slightly higher engagement levels. The
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more senior staff members also have higher levels in all categories of employee

engagement, perceived company ethics and remuneration package satisfaction.

Recommendations

Both perceived company ethics and remuneration satisfaction have been demonstrated to
be predictive in terms of assessing the employee engagement levels of an employee in the
financial services area, which is in line with the literature before (Kataria, Garg, & Rastogi
(2013) and Lakshmi (2012)). The regression analysis has shown however that perceived
company ethics is a more significant influencing force on employee engagement than
remuneration package satisfaction. This is a substantial finding which suggests that no
matter what someone is paid, if employees are not satisfied with the company’s moral
approach to business, employees will become disengaged, thus leading to reductions in

their productivity levels and the company experiencing higher levels of staff turnover.

Companies that only focus on paying their staff well and rewarding staff for unethical
behaviours may thus find themselves coming short in maximising employee engagement.
Without adequate ethics in the company, the company risks not getting the most out of
their employees, the company also risks suffering high staff turnover and having low

productivity rates.

These findings are relevant today to the financial services industry as concerns have been
raised as to the low perceived ethics in the financial services industry (Holme (2008), Roth
(2009), Earle (2009) and Edelman (2013)) and the exorbitant remuneration incentives in
the financial services industry (Gregg, Jewell, & Tonks (2012)). This is important as the
literature demonstrated the need to focus on improving perceived company ethics as this
would lead to increased levels of engagement and an increase in competitive advantage
(Kataria, Garg, & Rastogi (2013)).
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The notion of making profits no matter how they are made is something that appears to not
be sustainable and employees are increasing becoming aware of this. There is a need to
build a company brand that is worthwhile, with a sound value system and an ethical
approach to business and in turn the company will succeed. Companies that ignore the
ethical aspects will find their staff will not be engaged and will eventually leave them for a
better more ethical competitor out there. As Ralph Waldo Emerson has said “Your actions
speak so loudly | cannot hear what you are saying” and so companies should embed

ethical behaviours in their actions and reap the rewards.

Limitations and Areas for Future Research

It is recognised that engaged employees may select more to take part in the online survey
of this research than disengaged employees, i.e. there may be a non-response bias. This
may result in a higher level of employee engagement noticed from the survey results than

is actually inherent in the population.

The survey was sent to South African employees in the financial services industry. South
African employees may exhibit a different culture to other employees in different countries.
This may be due to various factors including different work cultures. A similar test would
thus need to be done in other countries to infer results back on those respective country’s

populations, which is an area for future research.

A demographic observation was that employees with lower education qualifications
showed higher levels of remuneration package satisfaction. This observation was based
on average scores calculated from the sample observations and highlights the potential for
future research in terms of whether there is in fact an inverse predictive relationship
between the more education qualifications an individual has obtained and the employee’s

remuneration package satisfaction level.
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The scope of this research is notably limited to cover only a few of the many influencing
forces of employee engagement. There are other influencing forces on employee
engagement, as mentioned in this paper, and an assessment of the predictive strengths of

these other forces on employee engagement is an area for future research.
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Appendix: Survey Questionnaire

What is your gender?

Choice: Male; Female

What year were your born in?

Choice: Prior to 1950; Individual years from 1950 to 1995, After 1995

Highest qualification obtained from the list

Choice: Did not complete matric; Matric ; Diploma ; Undergraduate degree ; Postgraduate

degree; Masters; Doctorate

Which sector do you primarily work in?

Financial Services Options:
Banking; Consulting (Financial Services); Insurance (Long term); Insurance (Short
term); Investment; Other - Financial Services

Non-Financial Services Options:
Aerospace & Defence; Automobiles; Beverages; Chemicals; Construction &
Building; Materials; Consulting (Non-Financial Services); Electricity; Electronic &
Electrical Equipment; Engineering & Machinery; Food Producers & Processors;
Healthcare; Industrial; Information Technology; Media & Photography; Mining; Oil &
Gas; Pharmaceuticals & Biotechnology, Real Estate; Support Services;
Telecommunication Services; Transport; Other - Non-Financial Services

In which year did you start at the company you currently work for?

Prior to 2000; Individual years from 2000 to 2014; Not applicable;

In the list below, what is the closest match to your role in the company?

Temporary / Contract worker/ Other; Administration Role; Recent Graduate / Junior Staff;

Middle Management; Senior Management; Executive
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Employee Engagement Questions - Utrecht Work Engagement Scale (UWES)

Select the degree of frequency for the following using the scale: Never (0), AImost Never

(1), Rarely (2), Sometimes (3), Often (4), Very Often (5) or Always (6)

Vigour

- At my work, | feel bursting with energy

- At my work, | feel strong and determined

- When | get up in the morning, | feel like going to work

- | can continue working for very long periods at a time

- At my job, I am very resilient mentally in that | feel |1 can recover from difficult
conditions

- At my work | always persevere, even when things do not go well

Dedication

| find the work that I do full of meaning and purpose

| am enthusiastic about my job

- My job inspires me

| am proud of the work that | do

To me, my job is challenging

Absorption

- Time moves quickly when | am working

- When | am working, | forget everything else around me
- | feel happy when | am working intensely

- | am absorbed in my work

- | get carried away when I’'m working

- ltis difficult to detach myself from my job
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Perceived Company Ethics Questions

Please complete the scale below relating to the degree of agreement you have related to
each statement. Please answer these questions with respect to your own company's work

environment.

Scale: Strongly disagree (1), Disagree (2), Neutral (3), Agree (4) and Strongly agree (5).

- The company has a good work ethic embedded

- The working environment is safe, free from theft and the environment is kept clean

- Employees do not receive gifts/favours in exchange for preferential treatment

- Employees give credit to those that deserve credit and take responsibility for errors
they have made.

- Employees can report violations of organisation policies freely and anonymously

- Employees are honest in their absenteeism and take sick leave only when they are
sick

- Employees do not do their own personal business on organisation time, unless they
are able to work that time back to the business

- Employees avoid using organisation services for their own personal use

- | believe that the recruitment, promotion and pay in the company is free from
harmful discrimination

- The company trains its employees to the best of its abilities to ensure success of its
staff

- | feel that privacy is maintained and that employees do not disclose any confidential
information to unauthorised recipients

-  Employees in the company are expected to always be courteous and free from

arrogance especially when dealing with customers
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Remuneration Package Satisfaction Questions

Select the degree of agreement that you have related to the following

Scale: Strongly disagree (1), Disagree (2), Neutral (3), Agree (4) and Strongly agree (5).

My current remuneration package is acceptable to me given my qualifications, role
and experience

My performance measurement involves me working towards improving the
company’s revenue

If I outperform expectations in my work, | expect to receive a good performance
bonus or salary increase

| feel that | am remunerated in line with or better than my colleagues at the same
level

| would not consider leaving my current job for another company primarily for
increased remuneration

| have received above or in line with the average company remuneration package
increase for my position in my last salary increase

| believe there is a positive relationship between the company's financial

performance and my remuneration package

End of Survey Questionnaire
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Tables

Table 1 — Cronbach Alpha Test

ltems Cronbach Alpha  Std. Alpha G6(smc) Average R
All Questions 0.9312 0.9304 0.9496 0.2709
Employee  Engagement
0.9243 0.9243 0.9322 0.4181
Questions Only (UWES)
Perceived Company
0.8702 0.8703 0.8784 0.3587
Ethics Questions Only
Remuneration  Package
Satisfaction Questions 0.7772 0.7745 0.7791 0.3291

Only
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Table 2 — Multiple Hierarchical Regression of Employee Engagement on Predictors

Standardized

Coefficients

Model

Beta t p
1 (Constant) 4.140 101.061 0.000
Gender -0.014 -0.327 0.744
Age 0.113 2.079 0.038
Highest Qualification 0.048 0.989 0.323
Tenure at current company 0.019 0.342 0.732
Role in the Company 0.117 2.398 0.017
Perceived Company Ethics 0.346 7.578 0.000
Score
. 0.271 5.939 0.000
Remuneration Package
Satisfaction Score
ANOVA Summary
Sum of
Model df Mean Square F p
Squares
1 Regression 123.386 7.000 17.627 28.458 0.000
Residual  223.596 361.000 0.619

Total 346.981 368.000
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Appendix: Additional Literature Review for MBA Research Purposes

This report was written considering the submission requirements of the Journal of
Business Ethics. As such the literature review sections have been shortened. This section
provides additional information that was considered in the production of the research

report.

Understanding Employee Engagement

Kahn (1990) discusses the idea behind the theory of employee engagement relates to the
identification of three psychological conditions that impact on an individual’s engagement,

namely psychological meaningfulness, psychological safety, and psychological availability.
Kahn (1990) further describes these three conditions as:

- Psychological meaningfulness refers to ‘a feeling that one is receiving a return on
investment of one’s self in a currency of physical, cognitive or emotional energy’;

- Psychological safety entails feeling able to show and employ one’s self without fear
of negative consequences to self-image, status or career; and

- Psychological availability indicates whether the individual is ready and/or confident
to engage in their work role given the fact that people are also engaged in many

other life activities.

Gatzert, Schmit, & Kolb (2014) also discuss how it could be the unfair treatment to staff or
where companies source their goods or just their deceptive sales practices, however these
operational loss events can impact on whom wants to associate themselves with such an

entity.
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Seijts & Crim (2006) describes the 10 Cs which explain employee engagement in a
company. This 10 C’s that can be assessed as constructs for employee engagement,

which are shown below:

Connect: To show leaders value their employees, they must work on the interpersonal

relationship between employees and their own boss

Career: This is about providing challenging and meaningful work with opportunities for

career advancement.

Clarity: This is about communicating a clear vision to employees regarding what the
company stands for, what the company seeks to achieve and how people can contribute to

the success of the company.

Convey: A need to clarify expectations from employees and provide feedback on their

functioning in the organization.

Congratulate: Leaders that are exceptional give recognition and they do so frequently to

their employees.

Contribute: Leaders need to ensure that there people know that their input matters and

that they are contributing to the success of the organization in a meaningful way.

Control: Leaders shall ensure that their employees can control the flow and pace of their

jobs and create opportunities to exercise this control.

Collaborate: Employees that work in teams and have the trust and cooperation of their
team would be expected to outperform their individuals and teams which do not have that

relationship.

Credibility: Maintain a company’s reputation and demonstrate high ethical standards. This
is to ensure that employees are proud of their jobs, proud of their performance and proud

of their organization.
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Confidence: Leaders should strive create confidence in a company by setting the example

for their employees is having high ethical and performance standards.

Golding (2007) describes the negatives of not having employee engagement being a high
staff turnover, a drop in customer satisfaction levels, a drop in levels of innovation in the

company and higher absenteeism of staff.

Beames (2007) states that there is empirical research to conclude that commitment and
job satisfaction is achieved through employee engagement. Engaged employees are
described as one of the constructs to increasing human capital which creates a

competitive advantage for a company. The factors are shown in the diagram below:

Increasing HUMan Capital

J ) U\

Utilising / Engaging
Acquiring and Retaining Developing Borrowing

(recruitment) (people management (training & development) (consultants, alliances)
policies & practices)

It is however stated that there is no conclusive evidence to yet link engagement to staff
retention and performance in the workplace. This poses an interesting dilemma in that
companies may get there employees satisfied about being at work, but further motivation

is required to ensure that employees are performing at their best.
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Beames (2007) discusses the costs of staff turnover in terms of finding adequate
replacements and training these replacements tend to outweigh the costs a company can
invest to keep an employee engaged. A business case for engaging and retaining staff

summarised is provided in the diagram below.

The Business Case for Engaging and Retaining

Commencement Costs - TRW
Replacement Costs : Visible -3

VacancyCosts .

Effect on
ExitCosts reputation
Productivity
Intellectual
Property vela
Investment s COsts' -
Performance Extemal Client
Effect on Relationships
morale

The Turnover Cost Iceberg

Marais (2011) further extend this to describe a two-way relationship between the employer

and employee that exists to create better organisational performance.

Of recent years more literature has focused on the benefits of employee engagement and
what forces drive employee engagement instead of just exploring the general concept,

such as Xu & Thomas (2011), who further describes employees that are engaged as
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feeling psychologically safe in the presence of colleagues to apply themselves in their role
performances. Employees also have sufficient personal resources available to devote to
their performances and their work is sufficiently meaningful that such personal investment
is perceived as worthwhile. The definition is also linked to the additional effort of
employees, such as assisting other employees and having a willingness to make the

workplace a productive and satisfying place to work in.

Kataria, Garg, & Rastogi (2013) describe the benefit of having engaged employees is that
they are focused, energetic and fully involved in their jobs. They are also highly motivated
to direct their focused energy towards meeting the organisation’s goals. Engaged
employees experience greater attachment to their work and they are more likely to do

things that augment organisational effectiveness.

Temkingroup (2014) provide their view of the virtuous cycle which explains the benefits of
employee engagement. These include lower staff turnover, prouder employees and finally

long-term better expected financial results.

Storey, Ulrich, Welbourne, & Wright (2009, p. 313) provide a very interesting cautionary
note on employee engagement. They state that in the human resources academic
research field, there is a search for the ‘holy grail’, which will improve performance in a
company overnight. They caution that employee engagement has the potential to be
another human resources fad. A reason is that since no clear, actionable definition has
been set, it thus encompasses a lot of concepts all into one creating the lack of direction in
the industry on the concept. They further state that not all staff need to be retained,
trained, motivated and engaged at the same time. Organisations that implement the
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concepts of employee engagement should also start thinking about what are these

employees engaged in and how can we use this to add value to the organisation.

Quantifying Employee Engagement

There are several methodologies that have been used to attempt to quantify employee
engagement. In this section various methodologies and suggested quantification methods

shall be described.

Gallup (2014) describes the Gallup’s Q12 Employee Engagement metric which includes

12 questions (referred to as the 12 Elements of Engagement). The questions are:

- Do you know what is expected of you at work?

- Do you have the materials and equipment to do your work right?

- At work, do you have the opportunity to do what you do best every day?

- In the last seven days, have you received recognition or praise for doing good
work?

- Does your supervisor, or someone at work, seem to care about you as a person?

- Is there someone at work who encourages your development?

- At work, do your opinions seem to count?

- Does the mission/purpose of your company make you feel your job is important?

- Are your associates (fellow employees) committed to doing quality work?

- Do you have a best friend at work?

- In the last six months, has someone at work talked to you about your progress?

- Inthe last year, have you had opportunities to learn and grow?
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The calculations involve calculating an Engagement Ratio using a rating scale that divides
respondents to Engaged, Not Engaged and Actively Engaged employees. There however

does not appear to be any evidence of reliability of their metric.

Temkingroup (2013) describes the Temkin Employee Engagement Index (TEEI). This

index is a more simplified one and is based on three questions, i.e.

-l understand the overall mission of my company;
- My company asks for my feedback and acts upon my input; and
- My company provides me with the training and the tools that | need to be

successful.

For each question, respondents rate their level of agreement on a 1-7 scale. The overall
metric is the summed across all three questions. The measure appears simplistic and

there is no evidence of reliability of using this metric.

Beames (2007) describes employee engagement as being not a traditional academic
construct. The empirical quantifiable research into this field is thus much less than other
academic constructs.
Marais (2011) summarise eight questions in assessing an employee’s level of engagement
which relate to:

1. Amount it would take for me look for another employer;

2. The strong belief in the goals and objectives of the company | work for;

3. The support in the values for which my company stands;

4. Recommending my company as a good place to work;

5. Being proud to be part of my company;

6. The company inspiring me to exert extra effort in my work;
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7. Being presently seriously considering leaving my company ; and
8. Willingness to work beyond what is required in my job in order to help my company

to succeed.

Ali & Ali (2011) summarise the quantification of employee engagement levels using five

more subtle questions, that is:

 —

. The job | have makes me enthusiastic;
2. | like to work intensively;

3. | often become absorbed in the job | am doing

AN

. The job gives me energy and

ol

. | persevere when | encounter challenges.

Langford (2009) also has questions that can be leveraged off which cover organisational

commitment, job satisfaction and intention to stay subsections.

Understanding Company Ethics

Egels (2005) provides a review of the many definitions and concepts there is of business
ethics. He describes that ethical issues of business are classified into: Stakeholder Theory,
Corporate Social Responsibility, Corporate Citizenship, Corporate Social Performance,
Sustainable Development and Business Ethics. The definitions in each of these categories
appear to vary and sometimes the terms are used interchangeably, possibly carrying an
ambiguous meaning. This paper aims to looks at business ethics at a broader level and
not just a shareholder perspective, as employees are not shareholders and employee

engagement is not necessarily inherent if the shareholder is maximising profitability.

Egels (2005) explains the business ethics concept by describing the differences between

shareholder and normative perspectives which dominate research in the ethical area. The
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shareholder perspective demands managers to make investments in ethical actions only if
this helps the company to maximise long term profitability. The normative side however
looks at a much greater diversity view. This goes beyond just maximising profits but also
touch on environmental protection, upholding human rights, inclusive decision making and
embracing diversity in the workplace. This paper shall thus focus on the normative
perspective, to consider a more holistic view and an employee perspective instead of a

shareholder perspective.

Over more recent years, |IOD SA (2009) defined ethics in the King Il code of governance
as that which is good or right in human interaction. Ethics therefore involves three key
interlinked concepts of self, good, and other. An individual’s conduct is ethical if this gives
due consideration not only to that which is good for the individual, but also good for others.
Business ethics refers to the ethical values that determine the interaction between a

company and its stakeholders

Crosbie (2008) survey results however concluded that a large portion of people state that
they are willing to behave in an unethical manner, such as lie or cheat, in order to succeed
in the business world. A large portion of people surveyed also recognised the necessity to
lie or cheat in order to succeed. She raised concerns that generally people would be less
inclined to admit to dishonest actions in these types of surveys, which they thus expect the

survey results to be even worse than is shown.

Marsh (2013 p. 547) provide a framework for ethical leadership to better explain the
underlying behaviours of ethical leaders. She provides a framework for ethical leadership
to better explain the underlying behaviours of ethical leaders. The diagram below
summarises the framework which includes authenticity, mindfulness, sustainment and

engagement.
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Mindfulness Engagement

Marsh (2013) further explains that ethical leaders ensure the company is authentic in its
goals, mindful of each of its employees, sustainable in its vision and embraces diversity by
engaging with the staff. These factors influence the levels of employee motivation, job

satisfaction and employee engagement.

Mele (2014, p. 463) describes ethics in a company using the human quality treatment level
assessment. The five levels from least to best are maltreatment, indifference, justice, care

and development, which are described further below.
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Five organizational levels of Human Quality Treatment

Level 5: Willingness for favoring people's
human flourishing, mutual esteem,

DEVELOPMENT and friendship-based reciprocity.

Level 4: Concem for people's
CARE legitimate interests and support for
them in resolving their problems.

JUSTICE Level 3: Respect toward persons and
their rights.
INDIFEFERENCE Level 2: Disrespectful treatment

through lack of recognition of people’s
personhood and concem.

Level 1: Blatant injustice through
abuse of power or mistreatment.

MALTREATMENT

Mele (2014, p. 463) describes that companies at the bottom level of maltreatment have the
worse treatment of their employees. As the company moves to the ideal state of

development, so it requires improved business ethics and treatment of staff.

Quantifying Perceived Company Ethics

Ncongwane (2010) looks at constructs for measuring perceived company ethics which

assess whether:

- Hiring practices are fair,

- There is sufficient training & fair promotions,

- The environment is free of harassment,

- Disciplinary measures are consistently applied,

- Confidentiality is maintained,
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- Corporate Social Responsibility is inherent in the company,
- The company has an ethics policy for which training is provided and

- The company looks beyond performance.

lllinois Executive Ethics Commission (2009) detail questions that assess the level of
business ethics in departments in the state of lllinois. Questions cover topics including
awareness, communication, leadership, training and overall ethical culture to assess their

level of ethics.

Black & Anderson (2013) describes questions which assist in quantifying the level of
business ethics in the organisations including:
1. The pursuit of profit at the expense of everything else including reputation;
2. Behaviours inherent that are marked by integrity, fair dealing and acting in the best
interests of clients;
3. Commitment to and delivery of technical excellence;
4. Prioritising good ethics over the instructions of clients where they conflict;
5. Looking beyond the question of what is legal, that is being prepared not to act in a
certain way on the basis that is unethical, even though the act is legal; and

6. Consistent application of positive ethical behaviour across the industry.

Perryer & Scott-Ladd (2014) further use three broad constructs to measure ethics in terms
of deceit, misuse and favours covering questions that assess using company property,
claiming credit for other people’s work, responsibility for actions, concealing of errors, gifts

and confidential information protection.
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Understanding Remuneration Package Satisfaction

Industrial Management & Data Systems (2007) describes remuneration package as being
something more than just the fixed salary. This includes various additional perks such as
pension, medical benefits, bonuses and other perks that the company offers. There is also
increased importance to focus on the perks aspect as these are just as important as the
fixed salary part to get employees engaged and motivated. Employees also tend to use
overall remuneration packages including perks when comparing the pay between

companies.

Scarpello & Carraher (2008) found that individuals tend to rate the system of pay with a
greater rating of fairness than to their own satisfaction. Having a fair remuneration system
thus does not equate to having the same level of pay satisfaction. They suggest this could
be due to career progress desires. People may also tend to feel they may be worth more
or could do with more pay. They provide an alternate to measuring pay satisfaction and
suggest that pay fairness measurements may serve just as well for relative comparisons,
as some researchers are using. They also suggest that pay fairness may look at things
from a purely organisational pay structure perspective instead of the individual employee

perspective, which would be a different way of viewing things.

The interactions between compensation, work motivation and job satisfaction are shown in

Igalens & Roussel (1999, p. 1009):

48



- fixed pay level
- flexible pay level
- benefits level

- administration
of compensation
- skill

- performance

- gender

- age

- senlonty

- raining

- efc.

Pay Satisfaction

—— | Satisfaction

Joh

Motivational Process
with pay
(expectancies, valence)

Work

1 Motivation
{effort)

Ghazanfar, Chuanmin, Khan, & Bashir (2011) on the contrary also found that flexible pay

(including incentives, overtime and bonuses) do not have a significant impact in motivating

the employees. This is in contrast to expected behaviours in the financial services industry

where companies primarily use these to motivate their staff and get them more engaged in

the company.

Quantifying Remuneration Package Satisfaction

Langford (2009) describes the assessment of the satisfaction of rewards and recognition

using the following simple types of questions:

- The rewards and recognition | receive from this job are fair ;

- This organisation fulfils its obligations to me;

- | am satisfied with the income | receive; and

- | am satisfied with the benefits | receive (pension, medical, lunch and leave).

Bouwmeester (2011) assess the different remuneration plans and surveyed employee

engagement levels related to their remuneration package. The constructs of the questions

focused on the incentives, performance and market remuneration rates.
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Influences on Employee Engagement

He, Zhu, & Zheng (2014, p. 683) describes a business ethics topic known as procedural
justice. This refers to employees’ perception of whether they are fairly treated by the
organisation. It involves transparent, inclusive and valid decision-making processes. They
find that procedural justice has an indirect effect to organisation identification and together
with an employee having a moral identity leads to increased levels of employee

engagement. The relationship can be summarised as per the diagram below.

Organizational
identification

Procedural
justice

Employee
engagement

Moral identity | _—
centrality

This idea of ethical leadership and ethical ideologies in a company effecting engagement
levels have been reiterated in Demirtas (2013). The relationship can be summarised

below.

Ethical Organizational Work
Leadership T Justice Engagement

Ethical Ideology
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Corporate Social Responsibility in companies is described as an emerging and
increasingly important driver of employee engagement. This has been further described by
Mirvis (2012), who states that companies in the US are doing many different things to
engage their employees through corporate social responsibility. Furthermore, over the last
decade or so, increasing numbers of employees want more to their job than just the pay
cheque. They want to feel part of a great company and cares about the community.
Employees want to associate with companies that are not only in business for profits, but

think about how they do things and why they do things.

Pierce & Snyder (2014) provide a different perspective of ethics and suggest that in certain
circumstances employees engaging in unethical work practices may lead to them enjoy
increased rewards and have less likelihood to leave the company. This may be due to the
employees being able to benefit more from the company because of their position and
leaving their role may lead to a reduced ability to gain these unethical
rewards/relationships elsewhere. This different perspective does go against some
employee turnover theories; however the key thing to note is that whilst unethical
employees may stay within a company, the honest hardworking ethical individuals are the
ones that are not satisfied, disengaged and tend to leave the company. The decision to
either retain the unethical or the ethical employees is however a debate beyond this paper.
The sustainability of the company using continued unethical behaviours needs to be

guestioned mainly due to potential company reputational damage.

Additional Summary of Literature Review

The literature review shows that both the remuneration package satisfaction and perceived

company ethics contribute to greater employee engagement. The question arises as to
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whether having more business ethics or whether optimising remuneration incentives will

result in better employee engagement.

Ethics remain a concern in the financial services industry. Excessive remuneration has

been linked to people in the financial services industry.

The UWES scale shall be used for quantifying employee engagement due to its frequent
use in the industry and proof of its reliability. Adapted questions from the literature
reviewed have been developed to assess the perceived level of company ethics and

remuneration package satisfaction questions.

Additional Results

The results of the employee engagement scale include three subcategories as Vigour,
Dedication and Absorption as discussed earlier. The results overall and per subcategory

(out of 6) shows the:

- Mean Vigour Score at 4.14;
- Mean Dedication Score at 4.19;
- Mean Absorption Score at 3.96; and

- Overall Mean Employee Engagement Score at 4.09.

The key detailed employee engagement observations of the results per demographic

category include:

- Vigour, dedication and absorption rates are all higher in financial services
companies than non-financial services companies;
- Vigour, dedication and absorption rates are all much higher for employees that have

worked longer at their current company.
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- Overall females show more vigour and absorption rates in their work than males,
with dedication levels similar across gender;

- Dedication and absorption rates appear to increase for older employees;

- Vigour rates appear to be more sparsely distributed, though employees older than
50 show higher rates of vigour;

- The higher qualified individuals in the company show slightly higher levels of
dedication, whilst vigour and absorption rates differ by less across the qualification
levels; and

- More senior staff members also appear to exhibit higher levels of engagement

across the vigour, dedication and absorption levels.
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