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Abstract:

Human capital is the pivotal of organizational effectiveness and the most valuable asset available to an
organization is its people. Employees are crucial assets for any organization and retaining them will
contribute to organizational productivity and competitiveness. In today's work environment, supporting
the employees’ welfare is vital because it ensures that they stay working hard in achieving organizational
objectives. The aim of this study was to examine the articles and previous studies on the influence of
benefit packages on employees’ levels of satisfaction. The study used a qualitative approach to probe
the influence of material benefits. Several research articles relating to publications on the two variables
were obtained. A content analysis approach was applied to analyse data and information. Studies
relating to qualitative research consisted of interviews and focus groups while quantitative studies
consisted of structured questionnaires. The literature review revealed that most of the studies relating
to the nature of both material benefits and employee satisfaction mainly focused on organizations and
tertiary institutions. The empirical findings of studies relating to this research showed a positive
correlation between benefit packages and employee satisfaction. It is recommended that more studies
be done in other industries such as agriculture and the military on the relation between employee benefit

packages and the level of satisfaction.
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Introduction

Employee benefits serve as a means to attract and retain employees, contribute to their well-being, and
stimulate the development of essential values, skills, behaviours and achievements (Goddard, 2023).
The importance of employee benefits has become increasingly recognized in the 21st century. Initially,
base rates of pay were the primary concern for most employers and managers regarding employee
compensation (Ibrahim & Boerhaneoddin, 2022). In South Africa, before 2000, there were no minimum
wage laws or regulations regarding unemployment, employees' rights, or material benefits. However, in
the early 2000s, organizations began developing systems aimed at organizational growth, which

included the introduction of employee benefits (Craig, 2023).

As a result, employees became the key assets through which organizational goals could be achieved
(Christoph, 2021). The introduction and implementation of material benefits helped to retain employees
and encouraged their long-term commitment. These benefits contributed to workplace change,
productivity and employee satisfaction (Larbi, 2022). Compensation plays a significant role in meeting
employee desires and expectations, with remuneration packages influencing how long employees
choose to stay in their roles, and it may influence employee level of satisfaction (Armstrong, 2019; Bilyk
& Sheremet, 2021; Mitsel et al., 2023). Employee satisfaction is a result of various factors that influence
an employee’s experience with their employer (Bustamam et al., 2023). It is a critical factor for
organizations as it impacts performance, productivity, absenteeism and attrition (Malysheva & Hurova,
2023; Onukwube, 2020; Liduma & Lusena-Ezera, 2023).

Salisu et al. (2022) emphasize that employee satisfaction remains a significant area of study in human
resources. Over the years, numerous studies (e.g., Chan et al., 2000; Ellinger et al., 2012; Huselid,
1995; Koys, 2001; Latif et al., 2015; Mafini & Pooe, 2013) have shown that employee satisfaction is a
key indicator of organizational success. Allen and Meyer (2017) stated that benefits are one of the most
important factors influencing organizational behaviour as they shape employees' attitudes toward their
work environment. Furthermore, the quality of human resources is a key factor in organizational

development, and benefits are a key determinant of employee satisfaction (Vance, 2022).

According to Ibrahim and Boerhaneoddin (2022), benefits encourage employees to remain with an
organization for longer periods. They argue that rewards help retain employees, leading to increased
satisfaction, loyalty, and commitment. Benefits play a vital role in shaping an individual's satisfaction
level (Allen & Kilmann, 2023). Therefore, rewards and benefit packages are crucial for fostering

satisfaction and loyalty in both private and public sector organizations (Christoph, 2023).

Furthermore, benefits are essential for attracting, motivating, satisfying and retaining talented

employees. A workforce's knowledge, skills and capabilities are vital resources for modifying existing
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processes and securing a competitive advantage (Reza & Faisal-E-Alam, 2023). The relationship
between material benefits and employee satisfaction continues to be a focal point of research, and
understanding the impact of benefits on satisfaction has become increasingly important in academic
studies (Reza & Faisal-E-Alam, 2023). Therefore, the aim of this study was to examine the influence of
material benefits on employees’ level of satisfaction through the analysis of the related articles and

previous studies.
Literature Review

This segment mainly concentrates on a theoretical and empirical literature that has been incorporated

to align with the variables and all parts of the articles and publications which contributed to this research.
Expectancy Theory

Expectancy theory posits that individuals are motivated to act in a certain way if they expect that their
effort will lead to a desired level of performance and that this performance will result in certain rewards.
In other words, individuals weigh the expected outcomes of their efforts before deciding how much effort
to exert in each situation (Smith & Zhang, 2023). Thus, people will be motivated if they believe that
strong effort will lead to good performance and good performance will lead to desired rewards as
depicted in Figure 1. Victor Vroom (1964) was the first to develop an expectancy theory with direct
application to work settings, which was later expanded and refined by Porter and Lawler (1968) and
others (Pinder, 1987). Expectancy theory by Vroom (1964) is based on four assumptions: One
assumption is that people join organizations with expectations about their needs, motivations, and past

experiences.

This influences how individuals react to the organization. A second assumption is that an individual’s
behaviour is a result of conscious choice. That is, people are free to choose those behaviours suggested
by their own expectancy calculations (Vroom, 1964). A third assumption is that people want different
things from the organization (e.g., good salary, job security, advancement, and challenge). A fourth
assumption is that people will choose among alternatives to optimize outcomes for them personally. The
expectancy theory based on these assumptions has three key elements: expectancy, instrumentality,
and valence. A person is motivated to the degree that he or she believes that (a) effort will lead to
acceptable performance (expectancy), (b) performance will be rewarded (instrumentality), and (c) the

value of the rewards is highly positive (valence).
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Figure 1: Basic expectancy model (Vroom, 1964)
Expectancy

Expectancy is a person’s estimate of the probability that job-related effort will result in a given level of
performance (Locke & Latham, 2023). Expectancy is based on probabilities and ranges from 0 to 1. If
an employee sees no chance that effort will lead to the desired performance level, the expectancy is 0.
On the other hand, if the employee is completely certain that the task will be completed, the expectancy
has a value of 1. Generally, employee estimates of expectancy lie somewhere between these two
extremes (Locke & Latham, 2020).

Instrumentality

Instrumentality is an individual's estimate of the probability that a given level of achieved task
performance will lead to various work outcomes (Johnson & Tran, 2023). As with expectancy,
instrumentality ranges from 0 to 1. For example, if an employee sees that a good performance rating
will always result in a salary increase, the instrumentality has a value of 1. If there is no perceived
relationship between a good performance rating and a salary increase, then the instrumentality is 0
(Johnson & Tran, 2023).

Valence

Valence is the strength of an employee’s preference for a particular reward. Thus, salary increases,
promotion, peer acceptance, recognition by supervisors, or any other reward might have more or less
value to individual employees (Wang & Liu, 2023). Unlike expectancy and instrumentality, valences can
be either positive or negative. If an employee has a strong preference for attaining a reward, valence is
positive (Sia et al, 2021). On the other extreme, valence is negative. And if an employee is indifferent to
a reward, valence is 0. The total range is from -1 to +1. Theoretically, a reward has a valence because
it is related to an employee’s needs. Valence, then, provides a link to the need theories of motivation

(Alderfer, Herzberg, Maslow, & McClelland, 2010). Vroom suggests that motivation, expectancy,
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instrumentality, and valence are related to one another by the equation Motivation = Expectancy x

Instrumentality x Valence (Kuvaas et al., 2020).
Expectancy Theory on Material Benefits and Employee Satisfaction

Expectancy theory has some important implications for employee satisfaction (Avolio et al., 2021). The
Basic Expectancy model provides guidelines for enhancing employee satisfaction by altering the
individual’s effort-to-performance expectancy, performance-to-reward expectancy, and reward valances
(Gagne et al., 2023). Several practical implications of expectancy theory are described next (Greenberg,
2023; Hellriegel & Slocum, 2021; McShane & Von Glinow, 2021; Nadler & Lawler, 1983). Organization

should increase the belief that employees are capable of performing a task successfully.

Good organizations not only make it clear to employees what is expected of them but also help them
attain that level of performance. Performance-to-Reward Expectancy organizations should try to
increase the belief that good performance will result in valued benefits (Greenberg, 2021). Ways of doing
so include measuring job performance accurately; describing clearly the rewards that will result from
successful performance; describing how the employee’s reward benefits were based on past
performance; providing examples of other employees whose good performance has resulted in higher
material benefits (Markam, 2022). In essence, organizations should link directly the specific performance
they desire to the rewards desired by employees (Glinow, 2016). It is important for employees to see
clearly the reward process at work. Concrete acts must accompany statements of intent. Compensation
mechanisms can be a powerful incentive in linking performance to material benefits (Mistel, 2023).
Compensation systems that reward people directly based on how well they perform their jobs are known
as pay-for-performance plans (Berger, 2022). These may take such forms as “commission plans” used
for sales personnel, “piece-rate systems” used for factory employees and field hands, and “incentive
stock option (ISO) plans” for executives (Dunn, 2009; Mercer, Carpenter & Wyman, 2010) and other
employees (Baker, 2011). However, material benefits linked to performance need not be monetary.
Symbolic and verbal forms of recognition for good performance can be very effective as well (Markham
et al., 2022).

Valences of rewards organization should try to increase the expected value of material benefits resulting
from desired performance. Ways of doing this include distributing rewards that employees value and
individualizing reward benefits. With a demographically diverse workforce, it is misleading to believe that
all employees desire the same rewards. Some employees may value a promotion or a pay raise,
whereas others may prefer additional vacation days, improved insurance benefits, day care, or elder-
care facilities. Another issue that may surface with expectancy theory is the need for organizations to
minimize the presence of counteragent rewards performance rewards that have negative valences. For

example, group norms (see, e.g. the classic Hawthorne Studies, Mayo, 1933; Roethlisberger & Dickson,
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1939) may cause some employees to perform their jobs at minimum levels even though formal rewards

and the job itself would otherwise motivate them to perform at higher levels.
Empirical Literature

The results of the study in Ashraf (2020) are steady, along with the literature, and indicate that there is
a mild, constructive association among material benefits and employee satisfaction. In Herzberg’s
concept, compensation and benefits are viewed as an inherent hygiene factor for employee satisfaction.
As much as scholarly staff appointments were involved, because of earning pecuniary and non-
pecuniary benefits, professors stayed more pleased than lecturers with only pay. Hamman-Fisher (2020)
revealed that benefits and employee satisfaction, conditional compensation and employee satisfaction,
the eminence of work as well as employee satisfaction, and advancement along with satisfaction are
statistically significant relationships. The moderate to strong associations amongst these dimensions
and employee satisfaction imply that, the more delighted employees are, the better their association

with employee pleasure.

A positive correlation among material gains and employee satisfaction remained identified by several
findings (Leonova et al., 2021). Elrehail et al. (2019) found that minimal correlation was found between
the two variables, in spite of the high ratio of members who indicated the dissatisfaction they had with
their compensation and benefits. As proposed, a follow-up analysis investigating findings will be
conducted. Letele-Matabooe (2012) found that it is more likely to have employee satisfaction in order to
obtain a competitive benefits package. Theodossiou and Vasileiou (2014) stated that employees that
feel assured in their employment and their level of satisfaction have positive relationships. Additionally,
there is proof indicating how lower levels of pay and benefits offered to employees contribute to lower

levels of employee satisfaction.

However, the negative correlation between compensation and job satisfaction undoubtedly exists.
Individual income is highly inversely connected with work satisfaction and is used to compute relative
compensation (Clark & Oswald, 1996; Song & Whang, 2020). Despite the debate, the compensation
provided by employers, such as salary or benefits, and other work facilities, such as motivation for their
well-being, might be considered in the discussion of employee satisfaction (Darma & Supriyanto, 2017).
Compensation is one of the most important variables influencing employee motivation (Chinyio et al.,
2018; Kubo & Saka, 2002;). Moreover, investigations are rare regarding the relationship between
motivation and satisfaction in the relevant field of study. However, perceptions of the motivating features
of such recognition programs are the third lens through which firms assess satisfaction with their HR

initiatives (Kotlyar & Karakowsky, 2014).
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In the current Stachowska & Czaplicka-Koztowska (2017); Miri and Macke (2022) analysis, similar
findings have been recorded that work protection and compensation have occurred to have had a main
effect on employee satisfaction. Silic et al. (2020) argued that in order to attract academic
establishments, maintain them, as well as accommodate their capable staff, these establishments need
to have adequate wage schemes which enable and compensate staff to remain with their institutes
longer. Previously evaluated literature presumed that there were relationships among academics
between incentives and job satisfaction variables (Klopotan et al., 2018). In addition, these assumptions
revealed important positive associations between incentives and factors of work satisfaction. The
following theories have therefore been formulated within the current analysis (Bilge et al., 2021; Uddin
et al., 2016).

Methods and Data

This study is quantitative in nature. It was conducted using a comprehensive review and meta-analyses
as forms of systematic literature reviews. Consequently, the present study can be categorized as a
combination of comprehensive review and meta-analyses seeing that its concentration is on material
benefits, and employee satisfaction studies from different publications. Content analysis was used as a
strategic technique to embody repetitive and effective inferences by rendition and coding documented
material. It gives an indication of the extent to which periodical copy readers and writers rank research
procedures and whether there have existed adjustments in the usage of research standards, procedures

and procedures over a period of time (Perry et al., 2018).
Results

Employee Satisfaction in an Organization

Employee satisfaction is a particularly significant trait that organizations often assess. Due to its
consequences for work-related activities such as efficiency, absenteeism or turnover, the issue of
satisfaction is also significant (Oshagbemi, 2017). It may also be a significant measure of how
employees feel about their employment and an interpreter of job habits such as residency of
organizations, absence, and turnover. In addition, employee satisfaction will partly facilitate the

correlation between individual factors and divergent work behaviour (Answer, 2011).

Extensive research has displayed that satisfaction has a significant impact on performing employees at
various professional levels. The motivation and success of employees are linked to benefits (Ostroff,
2022). An organization with employees who are satisfied means that its employees are inspired, devoted
and keen to high-quality outcomes as shown in Figure 2. Furthermore, employee happiness provides a

pleasurable emotional state to the employee, which also results in a positive attitude to work. It is more
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likely that a happy employee is imaginative, versatile, inventive, and loyal (Answer, 2020). Therefore,

the question of employee happiness must be explored and discussed in the right way.

Employee happiness, as well as the physical and social situations of the workplace, are often emotional
reactions to an employee’s duties (Helliriegel & Slocum, 2011). In definition, satisfaction also illustrates
the degree to which the psychological contract of an individual fulfils expectations. Thus, satisfaction
refers to the degree to which employees feel about different variables or dimensions of their work tasks,

which can include positive or negative feelings (Nawaz et al., 2024).
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Figure 2: Factors that contribute to satisfaction

Compensation and Benefits in an Organization

In the fast-moving world of today, advances are made much easier and added essentials can ensure
that organizations design an excellent planned, complete, and unified method for benefits packages and
extended compensation. To be able to participate in a tough arena, businesses need the sustenance
and support of involved, knowledgeable, and determined employees (Gibson et al., 2012; Yang, 2010).
Here, compensation and benefits or benefit packages are the prime inspiration, influence, and rewards
for employees as organizational staff. As mentioned by Kinicki and Fugate (2016), material benefits can
be an active driving force, when essential to individuals. It has mostly been attached to employee
performance in aspects which can be recognized to be direct and reliable. With no use of incentives,

organizations will be building up a foundation for high turnover, long term failure and low productivity.

Darma and Supriyanto (2017) advocates for the element that compensation enables employees to
concentrate on employment and the obligations executed, and it also tries to stimulate employees’
present and upcoming working performances. Besides, compensation serves as an explanation of the
degree of satisfaction that employees feel towards different variables or dimensions of the work tasks,

positive or negative (Nawaz et al., 2024). Thus, compensation serves different intentions, one of them

Wohllebe & Ross Publishing, Germany — The Open Access Publisher.

More information and current publishing opportunities at wr-publishing.org


https://doi.org/10.51137/wrp.ijarbm.2025.llah.45836
https://www.wr-publishing.org/

International Journal of Applied Research in Business and Management (ISSN: 2700-8983)
an Open Access journal by Wohllebe & Ross Publishing, Germany.

Volume: 06 Issue: 02 Year: 2025

https://doi.org/10.51137/wrp.ijarbm.2025.1lah.45836

being to draw, maintain and encourage high-prospective individuals (Gibson et al., 2012). Meanwhile,
the satisfactions of these particular achievements are subject matter to restrictions such as conservation
of fairness, price control and legitimate supplies (Singh & Loncar, 2010). To employees, benefits may
seem to occur in discussion amid businesses they are employed in and for themselves, and the right for
being an employee of the organization, or as a reward for good performance. It is prearranged for

employees in exchange for work accomplished (Prasetio et al., 2017).

Furthermore, compensation and benefits appear to have a favourable link with employee job satisfaction
from this perspective (Leonova et al., 2021). According to empirical research, a properly designed
compensation and incentive system can also increase satisfaction, recruit and retain outstanding
employees, which results in a competitive advantage (Elrehail et al., 2019). The one result that may be
most useful to decision-makers and educators relates to pay packages influencing motivation to one’s
work and job satisfaction (Ashraf, 2020). Employees are happier when they are driven by receiving

expected pay from their organization as illustrated in Figure 3.

Good relationship
with employar

Mobility and
upgrading od the
organisation

Compensation
and benefits
packages

High employee
performaence in
the workplace

Figure 3: Factors that influence benefit packages and the outcomes

The data from all publications that contributed to the study, were address the aim of the study. Since the
study was qualitative, it contained 17 publications, 12 quantitative and 5 qualitative only. The leads from
different articles focused on the influence of material benefits and employees’ level of satisfaction, and
most of the results measured the variables to be positively correlated, which meant they had close

connections.

Upon this current study, 17 publications on benefits and employee satisfaction were noted. Five (5) of
which were of qualitative research approach. On the other side, twelve (12) studies used a quantitative

research approach. Qualitative research findings contained different consultations, visual analysis and
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action research as means to accumulate data from the participants. The discussion of essential tactics
to dissecting qualitative data, namely the deductive approach and the inductive approach (Spencer,
Ritchie & O'Connor, 2004). Inferential approaches entail the use of structural or prearranged context to

evaluate information (Williams, Bower & Newton, 2004).

Quantitative approach studies made use of the Minnesota questionnaires and surveys as data gathering
tools. Statistics Package for Social Sciences (SPSS) was mostly used in examining the quantitative data
collected. Primarily, demographic information of participants, regularities, and the results of the complete
work-related aspects in addition to processes of central tendency, were determined to correlate with the
study. Internal consistency evaluations were articulated using Cronbach’s alpha coefficients for the

reliability and validity of the experiments.

The results showed that the majority of these studies focusing on material benefits and employee
satisfaction publications focused on academics in tertiary institutions with few of them focusing on
different departments including beverage industries and other organizations. Most of the research
undertaken has been in countries abroad, most of which are from the Eastern countries and some in
the Northern part of the continent namely Nigeria, Sudan and Malaysia. In the South African context,

the only research conducted on the two variables related to academic stuff in tertiary institutions.

After all the intense research conducted, it can be safely concluded that the nature of the influence of
material benefits on the level of employee satisfaction has been mostly conducted in academic
institutions, and workplaces because of how much of an easier method it is to gather information quickly
and effectively. The methodological approaches used to analyse that data have concluded that they are
material benefits that have a significant impact on the employees’ level of satisfaction. A positive

correlation has been identified on how both variables interconnect with each other.
Results

The findings of this study show confirm the connection between material benefits and employee
satisfaction. Similarly, previous studies that discovered that both direct financial benefits such as
remuneration and indirect financial benefits such as fringe benefits, bonuses and recognition awards
are considered essential in influencing employees’ level of satisfaction, supporting the positive
significant impact of material benefits on employees’ level of satisfaction (Mafini & Dlodlo, 2014; Nikisi
et al., 2024; Smith et al., 2015; Vosloo et al., 2015).

Based on a variety of related publications that have been used, the results of this study have confirmed
the findings of other papers dealing with this topic on the existence of a clear link between employee
satisfaction and material benefits. A detailed analysis has shown that the link between material benefits

and employee satisfaction is positive and works in many areas of employment. This is logical, given that
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the benefits packages can affect employees psychologically in terms of attitude and behaviour towards
one's work or of directly experiencing positive effects. Successful organizations are not obliged to
provide employees with any additional benefits or benefits arising from organizational success.
However, some organizations are generous, so that employees can often receive the same salary, but

they could also receive other forms of compensation that could help.

However, other studies show that material benefits are important but not sufficient in influencing
employees’ level of satisfaction (Muthivhi et al., 2023; Victor & Hoole, 2017). This shows that employee
satisfaction is an extremely complex and crucial concept that is influenced by a variety of factors within
an organization or, more precisely, by a group of factors that often have interwoven impacts. As a result,
studies dealing with the relationship between employee satisfaction, benefits, compensation and other
concepts have often yielded inconsistent results, particularly in the case of an analysis of the relationship
between employee satisfaction and organizational performance (Chan et al., 2005; Chandrasekar, 2011;
Daily & Near, 2013; Ellinger et al., 2016; Evans & Jack, 2015; Gould-Williams, 2021; Harter et al., 2018;
Huselid, 1995; Koys, 2001; Mohr & Puck, 2017; Ostroff, 1992; Ryan et al., 1996; Schneider et al., 2003;
Zohir, 2012). Therefore, it is important for organizations to consider all factors that may have effect on

the relationship between material benefits and employees’ level of satisfaction.
Discussion

The findings show that preponderance of these studies on the nature of benefits on employee
satisfaction published between 2000-2019 in the South African world of work concentrated on educators
or teachers, with only one research and experiment focused on academics and tertiary institutions. The
focus of the studies on the subject does not provide an opportunity to understand employee’s behavior
in an organisation and on how employee satisfaction affects their attitude towards their work in the South
African context. In other words, there are currently no studies which aimed at determining the kind of
people who are most likely to be influenced particularly by material benefits in an organisation. Most
studies have shown a positive correlation on the link between the two variables. Drawing to all the
findings, material benefits and employee satisfaction are two components which can influence a
person’s behaviour and productivity in the organisation. There is not much of qualitative research
concerning the variables understudy because they are much more related to quantitative approach and
scholars should dive into conducting qualitative research on these variables.

Conclusion

Research on the two variables has been conducted mainly in workplaces, tertiary institutions and good
organizations, where reward systems are used to measure the influence and the level of employee

satisfaction based on different benefit packages and rewards relating to benefits, compensation, trips,
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bonuses, gifts etc. The results in all studies conducted, recognise the positive outcome in the findings,
though this study could be more interesting if it could dive into issues which relate to people who fall
under essential services. It would be interesting to know the reward systems used in the military, the
health care systems, police departments and others. Finally, it is important to note that this study makes
a significant contribution to the observation of the link between material benefits and employee
satisfaction, which conscientize organizations of the importance of designing compensation packages
that are specifically made to appeal to the specific needs of their employees. It is recommended for
qualitative studies to explore the possible relationships between material benefits and employee
satisfaction, focusing on both directions, which is still unexplored worldwide. This could assist to
understand if employees’ level of satisfaction can have impact on their perception of material benefits
received. Therefore, considering the use of primary data to examine the link between the two variables
on both directions may produce an extensive insight, making the findings of this study useful in paving

ways for future research.
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