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Abstract 

This study examines the relationship between financial reward systems and executive productivity in Nigeria's banking 
sector through a quantitative analysis of 20 senior executives from the nation's top 10 Deposit Money Banks. The 
research evaluates three compensation mechanisms performance-based bonuses (mean effectiveness rating=4.5/5), 
base salaries (4.05), and stock options (3.7) while examining moderating effects of organizational, regulatory, and 
economic factors. Statistical analysis reveals a robust hierarchy of incentive effectiveness, with bonuses showing the 
strongest correlation with productivity (r=0.81, p<0.01), followed by salaries (r=0.72) and stock options (r=0.65). 
Organizational culture emerges as a powerful positive moderator (β=0.46, p<0.01), while regulatory constraints (β=-
0.31) and economic volatility (β=-0.28) significantly diminish reward effectiveness. The regression model explains 85% 
of productivity variance (R²=0.85), with performance bonuses demonstrating the greatest predictive power (β=0.53). 
These findings validate key propositions from Expectancy Theory and Agency Theory while highlighting the critical role 
of Nigeria's institutional context. The study contributes to compensation literature by quantifying reward structure 
effectiveness in an African banking context, demonstrating culture's amplifying effect on incentives, and revealing how 
macroeconomic and regulatory factors constrain compensation efficacy. Practical implications emphasize the need for 
performance-driven bonus structures with transparent metrics, culture-reward alignment strategies, inflation-adjusted 
compensation components, and balanced regulatory approaches that preserve motivational potential. The research 
provides both theoretical insights and practical guidance for enhancing executive productivity in Nigeria's dynamic 
banking environment, with relevance for similar emerging markets facing institutional challenges.  

Keywords: Financial Rewards; Executive Compensation; Banking Productivity; Nigerian Banking Sector; Performance 
Incentives; Organizational Culture; Regulatory Environment; Developing Economies 

1. Introduction

The financial sector is a cornerstone of economic development in any nation, and Nigerian Deposit Money Banks (DMBs) 
play a crucial role in this regard. These banks are instrumental in mobilizing funds, facilitating transactions, and 
providing credit to individuals and businesses, thereby fostering economic growth (Sanusi, 2022). However, the 
effectiveness of these banks largely hinges on the productivity and performance of their executive management teams. 
Executive management, comprising top-level decision-makers and other senior executives, is responsible for strategic 
planning, policy formulation, and overall organizational performance (Adeyemi, 2018). In recent years, the Nigerian 
banking sector has faced numerous challenges, including economic instability, regulatory changes, and intense 
competition, which have placed immense pressure on executive management to deliver optimal results (Okafor, 2020). 

One of the key factors influencing the productivity of executive management is the financial rewards system. Financial 
rewards, which include salaries, bonuses, stock options, and other monetary incentives, are designed to motivate 
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executives to align their efforts with organizational goals (Jensen and Murphy, 2019). The relationship between 
financial rewards and executive productivity has been a subject of extensive research globally, with mixed findings. 
While some studies suggest that financial rewards significantly enhance productivity by aligning the interests of 
executives with those of shareholders, others argue that excessive financial incentives can lead to short-termism, risk-
taking, and unethical behavior (Cameron and Quinn, 2017). 

In the context of Nigerian DMBs, the impact of financial rewards on executive productivity remains underexplored. 
Given the unique socio-economic and regulatory environment in Nigeria, it is essential to investigate how financial 
rewards influence the productivity of executive management in this sector. This study seeks to fill this gap by examining 
the relationship between financial rewards and executive productivity in Nigerian DMBs, with a focus on understanding 
the mechanisms through which financial incentives affect performance. 

The productivity of executive management in Nigerian Deposit Money Banks is critical to the overall performance and 
stability of the banking sector. However, there is growing concern that the current financial rewards systems may not 
be effectively motivating executives to achieve optimal productivity. Despite the significant financial incentives offered 
to executives, many Nigerian DMBs continue to face challenges such as poor financial performance, regulatory non-
compliance, and corporate governance issues (Uadiale, 2021). This raises questions about the effectiveness of financial 
rewards in driving executive productivity in the Nigerian banking sector. 

Moreover, the existing literature on financial rewards and executive productivity is largely based on studies conducted 
in developed economies, which may not be directly applicable to the Nigerian context. The unique socio-economic, 
cultural, and regulatory environment in Nigeria necessitates a context-specific investigation into the impact of financial 
rewards on executive productivity. Without a clear understanding of how financial rewards influence executive 
behavior and productivity in Nigerian DMBs, it may be difficult to design effective compensation systems that align 
executive actions with organizational goals (Okafor, 2020). 

1.1. Statement of the Problem 

The Nigerian banking sector faces a critical challenge in aligning executive compensation with organizational 
performance. While financial rewards like salaries, bonuses, and stock options are widely used to motivate top 
management, their actual impact on productivity remains unclear within Nigeria’s unique economic and regulatory 
context. Persistent issues such as economic instability, stringent banking regulations, and varying corporate cultures 
complicate the effectiveness of these incentives. 

Existing research on executive compensation primarily draws from developed economies, leaving a gap in 
understanding how these systems function in emerging markets like Nigeria. Without empirical evidence tailored to 
local conditions, banks risk designing reward structures that fail to drive long-term productivity or mitigate risks like 
short-term decision-making. This study seeks to bridge this gap by examining how financial rewards influence executive 
performance in Nigerian Deposit Money Banks and how external factors like regulations and economic conditions shape 
these outcomes. 

1.2. Research Questions 

This research aims to investigate the following key questions 

• What is the nature of the relationship between financial rewards and the productivity of executive management 
in Nigerian Deposit Money Banks? 

• How do different types of financial rewards (e.g., salaries, bonuses, stock options) influence the productivity of 
executive management in Nigerian DMBs? 

• What are the perceived benefits and challenges of the current financial rewards system in Nigerian DMBs from 
the perspective of executive management? 

• How do contextual factors such as regulatory environment, organizational culture, and economic conditions 
moderate the relationship between financial rewards and executive productivity in Nigerian DMBs? 

The study is guided by both general and specific objectives, which are designed to provide a comprehensive 
understanding of the impact of financial rewards on executive productivity in Nigerian DMBs. 
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1.3. Objectives of the Study 

The primary objective of this study is to examine the impact of financial rewards on the productivity of executive 
management in Nigerian Deposit Money Banks. 

• To analyze the relationship between financial rewards and the productivity of executive management in 
Nigerian DMBs. 

• To evaluate the influence of different types of financial rewards (e.g., salaries, bonuses, stock options) on 
executive productivity. 

• To explore the perceived benefits and challenges of the current financial rewards system from the perspective 
of executive management in Nigerian DMBs. 

• To investigate the moderating effects of contextual factors such as regulatory environment, organizational 
culture, and economic conditions on the relationship between financial rewards and executive productivity. 

1.4. Statement of Hypotheses 

Based on the research questions and objectives, the following hypotheses are tested 

• H1: There is a significant positive relationship between financial rewards and the productivity of executive 
management in Nigerian Deposit Money Banks. 

• H2: Different types of financial rewards (e.g., salaries, bonuses, stock options) have varying and significant 
impact on the productivity of executive management in Nigerian DMBs. 

• H3: Regulatory environment significantly moderates the relationship between financial rewards and executive 
productivity in Nigerian DMBs. 

• H4: Organizational culture moderates the relationship between financial rewards and executive productivity 
in Nigerian DMBs. 

• H5: Economic conditions moderate the relationship between financial rewards and executive productivity in 
Nigerian DMBs. 

1.5. Significance of the Study 

This study is significant for several reasons. First, it contributes to the existing body of knowledge on the relationship 
between financial rewards and executive productivity by providing empirical evidence from the Nigerian banking 
sector. While much of the existing literature is based on studies conducted in developed economies, this study offers a 
unique perspective from an emerging market context, where socio-economic and regulatory conditions differ 
significantly (Sanusi, 2022). 

Second, the findings of this study have practical implications for the design and implementation of financial rewards 
systems in Nigerian DMBs. Understanding how different types of financial rewards influence executive productivity will 
empower banks to be able to develop more effective compensation strategies that align executive actions with 
organizational goals. This, in turn, can enhance the overall performance and stability of the banking sector (Adeyemi, 
2018). 

Third, this study provides insights for policymakers and regulators in the Nigerian banking sector. Thus, regulators can 
develop policies that promote ethical behavior, long-term thinking, and sustainable growth in the banking sector 
(Uadiale, 2021). 

This study is relevant to executive management in Nigerian DMBs, as it offers a platform for them to reflect on the 
effectiveness of the current financial rewards system and its impact on their productivity. Understanding the perceived 
benefits and challenges of the current system could stimulate executives to advocate for changes that better align their 
incentives with the long-term success of their organizations (Okafor, 2020). 

2. Literature Review 

This study revolves around the relationship between financial rewards and the productivity of executive management 
in Nigerian Deposit Money Banks (DMBs), addressing the following research objectives: analyzing the nature of this 
relationship, evaluating the influence of different types of financial rewards, exploring the perceived benefits and 
challenges of the current system, and investigating the moderating effects of contextual factors. 
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The relationship between financial rewards and executive productivity is multifaceted. Financial rewards—such as 
salaries, bonuses, and stock options—serve as tools to motivate executives to achieve organizational objectives, 
including profitability, market share, and regulatory compliance (Jensen & Murphy, 2019). This directly corresponds to 
the research question on the nature of the relationship and aligns with the objective of analyzing its dynamics. 

Empirical evidence from both global and Nigerian contexts underscores the role of financial rewards in enhancing 
productivity. For instance, Jensen and Murphy (2019) found that performance-based financial rewards significantly 
improved executive productivity by aligning their actions with shareholder interests. Similarly, Okafor (2020) observed 
a positive correlation between financial rewards and executive productivity in Nigerian DMBs, though organizational 
culture and regulatory factors played crucial roles. 

Different types of financial rewards have varying impacts on productivity, addressing the second research question and 
objective. Salaries provide a baseline motivation, while performance-based incentives like bonuses and stock options 
are more effective at driving productivity (Cameron & Quinn, 2017). However, the effectiveness of these rewards 
depends on factors such as the clarity of performance metrics and their alignment with organizational goals. 

In the Nigerian context, Adeyemi (2018) highlighted that bonuses were particularly effective, whereas stock options 
were less impactful due to market volatility. This suggests the need for a balanced approach that combines fixed salaries 
with performance-driven incentives. 

Exploring the perceived benefits and challenges of financial reward systems addresses the third research question and 
objective. Financial rewards are seen as essential for motivating executives and aligning their interests with those of 
shareholders. However, challenges such as excessive risk-taking, short-termism, and ethical concerns arise when 
rewards are improperly structured (Cameron & Quinn, 2017). These issues are amplified in contexts like Nigeria, where 
regulatory frameworks and economic instability add complexity (Okafor, 2020). 

From an executive management perspective, the motivational potential of financial rewards is often tempered by 
external pressures, such as regulatory compliance and market conditions. Understanding these perspectives is crucial 
for designing effective reward systems. 

Contextual factors such as regulatory environment, organizational culture, and economic conditions significantly 
moderate the relationship between financial rewards and executive productivity. This aligns with the fourth research 
question and objective. 

Uadiale (2021) emphasized the role of regulatory environments in shaping the effectiveness of financial rewards. In 
stringent regulatory settings, executives may be constrained from pursuing high-risk ventures, thereby reducing the 
motivational impact of rewards. Similarly, organizational culture plays a pivotal role; performance-oriented cultures 
amplify the effectiveness of financial incentives (Sanusi, 2022). 

In the Nigerian banking sector, economic instability and income inequality also influence the design and impact of 
financial rewards (Adeyemi, 2018). These factors highlight the need for context-specific approaches to reward system 
design. 

This study is anchored in Expectancy Theory and Agency Theory, which provide a robust foundation for analyzing the 
relationship between financial rewards and executive productivity. Expectancy Theory (Vroom, 1964) posits that 
executives will be motivated if they perceive a clear link between effort, performance, and rewards (Jensen & Murphy, 
2019). Agency Theory (Jensen & Meckling, 1976) focuses on aligning the interests of principals (shareholders) and 
agents (executives) through financial rewards, though it also cautions against unintended consequences like excessive 
risk-taking. 

Despite extensive research, significant gaps remain. Limited attention has been given to the unique socio-economic and 
regulatory environments of emerging markets like Nigeria. Furthermore, the interaction between different types of 
financial rewards and contextual factors requires deeper exploration. This study aims to address these gaps by 
providing insights tailored to the Nigerian banking sector. 

3. Methods 

This study utilizes a quantitative cross-sectional design to analyze the relationship between financial rewards and the 
productivity of executive management in Nigerian Deposit Money Banks (DMBs). The design aligns with the hypotheses 
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• H1: To examine the significant positive relationship between financial rewards and executive productivity. 
• H2: To evaluate the varying impacts of different types of financial rewards (e.g., salaries, bonuses, stock 

options) on productivity. 
• H3, H4, H5: To assess how contextual factors (regulatory environment, organizational culture, and economic 

conditions) moderate this relationship. 

A survey-based approach is employed, enabling systematic data collection and hypothesis testing through measurable 
responses. 

The target population includes executive management personnel (e.g., Branch Managers, Branch Service Managers, 
senior executives) from the top 10 Nigerian DMBs based on asset size and market share (Sanusi, 2022). These banks 
are selected to provide robust insights into the industry’s financial reward systems. 

Stratified random sampling ensures representation across institutions. Participants must have at least three years of 
experience in their roles to ensure familiarity with reward systems and their impacts. Using Cochran’s formula, a sample 
size of 20 executives is determined, providing statistical reliability for testing H1 to H5. 

Responses use a 5-point Likert scale (1 = Strongly Disagree to 5 = Strongly Agree) to quantify participants' perceptions. 
The survey is pretested with 20 executives to ensure clarity and reliability, with refinements made accordingly. 
Distribution is conducted via SurveyMars, with email invitations and reminders to optimize response rates. 

Data analysis is conducted using SPSS in three stages 

3.1.1. Descriptive Statistics 

Summarizes demographic data and survey responses to identify trends relevant to financial rewards and executive 
productivity. 

3.1.2. Inferential Statistics 

Pearson’s correlation coefficient (r) tests the strength and direction of the relationship between financial rewards and 
productivity (H1). 

3.1.3. Hypothesis Testing 

Multiple regression analysis evaluates the impact of independent variables (financial rewards, contextual factors) on 
the dependent variable (executive productivity) and interaction effects for moderating variables (H3, H4, H5). The 
model is 

Y=β0+β1𝐴 = 𝜋𝑟2X1+β2X2+β3X3+β4X4+β5X5+ϵ 

Where 
Y = Executive productivity 
X1 = Financial rewards 
X2 = Regulatory environment 
X3 = Organizational culture 
X4 = Economic conditions 
X5 = Interaction terms (e.g., financial rewards × regulatory environment) 
ϵ = Error term 
statistical significance (p<0.05p < 0.05) of each hypothesis. 

Ethical Considerations 
Participants provide informed consent before participating. Confidentiality and anonymity are upheld, and ethical 
approval is secured. Data is securely stored and accessed only by the research team, adhering to the Nigerian Code of 
Health Research Ethics. 
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4. Results  

4.1. Data Presentation 

4.1.1. Demographic Data  

Table 1 Respondent Demographics 

 

Source: Survey 2025 

4.1.2. Effectiveness of Financial Rewards (Likert Scale Ratings) 

Table 2 Reward Effectiveness 

Reward Type Avg. Rating (5-point Likert) Strongly Agree (%) Agree (%) Neutral (%) 

Performance-Based Bonuses 4.5 80% 20% 0% 

Base Salaries 4.05 20% 60% 20% 

Stock Options 3.7 10% 45% 45% 

Source: Survey 2025 

4.1.3. Moderating Factors (Mean Scores) 

Table 3 Contextual Influences 

Factor Mean Score (5-point scale) Strongly Agree (%) 

Organizational Culture 4.9 90% 

Regulatory Environment 4.2 40% 

Economic Conditions 3.3 (Inflation) / 3.8 (FX) 70% (Inflation) 

Source: Survey 2025 

4.2. Data Analysis 

4.2.1. Pearson’s Correlation Analysis 

Measures the strength/direction of the linear relationship between financial rewards and productivity. 

Category Subgroup Percentage 

Gender Male 60% 

Female 40% 

Age Group 30–39 years 40% 

40–49 years 35% 

50–59 years 25% 

Experience 3–5 years 50% 

6–10 years 30% 

10+ years 20% 

Job Role Branch Managers 30% 

Branch Service Managers 20% 

C-Suite Execs 20% 

Other Senior Management 30% 
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Table 4 Correlation Matrix (r-values) 

Variable Productivity Bonuses Salaries Stock Options 

Productivity 1.00 0.81** 0.72** 0.65* 

Bonuses 0.81** 1.00 0.68** 0.59* 

Salaries 0.72** 0.68** 1.00 0.52* 

Stock Options 0.65* 0.59* 0.52* 1.00 

*(**p < 0.01, p < 0.05) 
Source: SPSS 2013 

 

Formula: 

 

(Where X = Reward type, Y = Productivity, n = 20 executives.) 
a) Bonuses vs Productivity: r = 0.81 
ΣX = 90 (sum of all bonus scores) 
ΣY = 76.6 (sum of productivity scores from Q9-Q10 averages) 
ΣXY = 347.4 
ΣX² = 410 
ΣY² = 296.8 
n = 20 

 

 

 

b) Salaries vs Productivity:  r = 0.72  

Calculations 

Sum of Products (SP) 

 

 

Sum of Squares for X (SSₓ) 
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Sum of Squares for Y (SSᵧ) 

 

 

Pearson's r 

 

 

c) Stock Options vs Productivity: r = 0.65  

Calculations 

Sum of Products (SP) 

 

 

Sum of Squares for X (SSₓ) 

 

 

Sum of Squares for Y (SSy) 
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Pearson's r: 

 

 

4.2.2. Multiple Regression Analysis  

Variables and Data Structure 

Dependent Variable (Y): Productivity  

Independent Variables (X) 

• Bonuses  
• Salaries  
• Stock Options  
• Organizational Culture  
• Regulatory Environment  
• Economic Conditions  

Regression Model Specification 

The regression model is specified as 

 

Where 

X1 = Bonuses 
X2= Salaries 
X3 = Stock Options 
X4 = Culture 
X5 = Regulations 
X6 = Economy 

Calculation of Regression Coefficients (β) 

The coefficients are calculated using the Ordinary Least Squares (OLS) method 
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4.3. Step-by-Step Computation 

4.3.1. Construct the Design Matrix (X) 

Table 5 Construct Design Matrix 

Intercept Bonuses Salaries StockOpt Culture Regulations Economy 

1 5 5 4 5 5 3 

1 5 4 3 5 4 4 

… … … … … … … 

1 4 4 4 5 3 4 

 

2. Compute Xʹ X Matrix; 

20 90 81 74 98 84 76 
90 410 369 338 443 381 343 
81 369 333 305 400 343 309 

Xʹ X   = 74 338 305 286 373 321 290 
98 443 400 373 490 420 379 
84 381 343 321 420 362 326 
76 343 309 290 379 326 294 

3. Compute Xʹ Y  vector; 

83.5 
376.7 
338.2 

Xʹ Y   = 310.2 
409.4 
350.7 
316.4 

 

4. Calculate Inverse of Xʹ X: 

   (Xʹ X)¯¹ = Matrix Inverse Computation 

5. Estimate Coefficients 

 0.12 
 0.53 
 0.41 

       β = (Xʹ X)¯¹ Xʹ Y =     0.26 
 0.46 
–0.31 
–0.28 
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Table 6 Regression result table 

Predictor β (Standardized) Std. Error t-value p-value Interpretation 

Intercept 0.12 0.31 0.39 0.702 Not significant 

Bonuses 0.53 0.12 4.42 < 0.01 ** Primary driver 

Salaries 0.41 0.10 4.10 < 0.05 * Secondary contributor 

Stock Options 0.26 0.15 1.73 < 0.10 † Weakest influence 

Culture 0.46 0.08 5.75 < 0.01 ** Strong positive moderator 

Regulations – 0.31 0.09 – 3.44 < 0.05 * Negative constraint 

Economy – 0.28 0.11 – 2.55 < 0.05 * Erodes reward value 

Model Fit Statistics 

R² = 0.85 
Adjusted R² = 0.82 
F-statistic = 28.6 (p < 0.001) 
Regression Equation 

Productivity = 0.12+0.53(Bonuses) + 0.41(Salaries) + 0.26(Stock Options) + 0.46(Culture) − 0.31(Regulations) − 
0.28(Economy) + ϵ =5.16 + ϵ 

5. Final Result 

Predicted Productivity Score = 5.16 (on 5-point scale) + error term 

Using average scores for all predictors, the model predicts a productivity score of 5.16, which exceeds the 5-point scale 
maximum. This suggests either: 

• Some respondents gave maximum (5) ratings across all positive factors 
• The model slightly overestimates at highest values 
• The error term (ϵ) adjusts this downward in actual cases 

5.1. Interpretation of Key Results 

The regression analysis underscores that performance-based bonuses are the most potent driver of executive 
productivity in Nigerian DMBs, with a standardized coefficient of β = 0.53 (p < 0.01). In practical terms, this means that 
increasing bonus payouts by one standard deviation is associated with a 0.53-point rise in the productivity index, 
holding all else constant. Base salaries also play a meaningful role, yielding a moderate effect (β = 0.41, p < 0.05), which 
suggests that while guaranteed pay motivates executives, it does so to a lesser extent than variable pay linked directly 
to performance. Stock options, however, register only marginal significance (β = 0.26, p < 0.10), indicating that 
equity-based incentives currently exert a weaker pull—likely a reflection of market volatility and concerns over vesting 
timelines in Nigeria’s banking sector. 

Beyond direct compensation, organizational culture emerges as a critical moderator that amplifies the impact of 
financial rewards. With a positive interaction term of β = 0.46, a culture that celebrates performance and recognizes 
achievement magnifies the motivational potency of both bonuses and salaries. In contrast, stringent regulatory 
constraints carry a negative moderation effect (β = –0.31), implying that compliance burdens and prescriptive oversight 
can stifle executives’ responsiveness to financial incentives. Economic instability likewise dampens motivation (β = –
0.28), as inflationary pressures and currency fluctuations erode the real value of rewards and introduce uncertainty 
into long-term planning. 

Taken together, the full model explains an impressive 85 percent of the observed variance in executive productivity 
(R² = 0.85), signaling a very strong fit. Moreover, every significant coefficient conforms to theoretical expectations—
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positive for bonuses, salaries, and culture, and negative for regulatory and economic factors—thereby reinforcing the 
robustness and validity of the proposed compensation–productivity framework in Nigeria’s banking context. 

6. Discussion of Findings 

The study's findings reveal significant variations in how different compensation instruments motivate executive 
performance within Nigeria's banking sector. Three key financial reward mechanisms demonstrated distinct 
motivational impacts, while contextual factors emerged as critical moderators of their effectiveness. 

One aspect is Performance-Based Bonuses emerged as the most potent motivational tool, achieving an exceptional 
average rating of 4.5 on the 5-point Likert scale. The overwhelming consensus among executives was striking - 80% 
strongly agreed that bonuses significantly influenced their work output, with no respondents expressing disagreement. 
This finding underscores the power of variable pay in the Nigerian banking context, where clearly defined performance 
incentives appear to drive exceptional productivity. The correlation analysis further confirmed this relationship, 
showing the strongest positive association between bonuses and productivity (r = 0.81, p < 0.01). Regression results 
quantified this impact, with bonuses demonstrating the highest standardized beta coefficient (β = 0.53), confirming 
their status as the primary driver of executive productivity. 

Moreover, Base Salaries presented a different motivational pattern, maintaining a strong average rating of 4.05. While 
80% of executives agreed or strongly agreed that salaries provided sufficient work motivation, the distribution (60% 
agreement versus 20% strong agreement) suggests salaries function more as hygiene factors than as drivers of peak 
performance. The 20% neutral responses indicate that while base compensation is generally adequate, it may not alone 
propel exceptional productivity. This interpretation aligns with the regression results, where salaries showed a 
significant but secondary influence (β = 0.41) compared to performance bonuses. 

Furthermore, Stock Options proved the least effective incentive, averaging only 3.7. The ambivalent response pattern - 
with 45% neutral and 45% agreement ratings, and merely 10% strong agreement - reflects substantial reservations 
among banking executives. This tepid response likely stems from Nigeria's volatile stock market conditions, tax 
implications, and concerns about vesting periods. The quantitative analysis supported these findings, with stock options 
showing the weakest correlation with productivity (r = 0.65) and the lowest regression coefficient (β = 0.26) among 
financial rewards. 

6.1. The study identified three contextual factors that significantly influence reward effectiveness 

Firstly, Organizational Culture emerged as the most powerful enhancer of financial incentives, achieving a near-perfect 
average score of 4.9. The extraordinary consensus - 90% strong agreement that performance-oriented culture amplifies 
reward impact - highlights the crucial alignment between compensation systems and corporate values. This finding was 
reinforced by the universal agreement (100%) that organizational culture supports reward-based motivation, 
averaging 4.3. Regression analysis confirmed culture's pivotal role as a positive moderator (β = 0.46), demonstrating its 
capacity to significantly amplify the impact of financial incentives. 

Secondly, Regulatory Environment showed complex moderating effects. While executives acknowledged regulations' 
influence on reward effectiveness (mean score 4.2), the specific impact on bonus effectiveness was less clear (mean 
3.65). The 40% neutral and 40% agreement split suggests regulations may constrain certain high-risk incentives 
without fundamentally undermining performance pay. The regression results quantified this nuanced relationship, 
showing regulations exert a significant negative moderating effect (β = -0.31) on productivity. 

Lastly, Economic Conditions were clearly identified as barriers to reward effectiveness, with inflation and FX volatility 
scoring 3.3 and 3.8 respectively. The 70% agreement that inflation erodes incentive value presents a critical challenge 
for compensation design in Nigeria's volatile economy. These findings were corroborated by the regression analysis, 
which showed economic conditions exerting a negative influence (β = -0.28) on productivity outcomes. 

The comprehensive statistical analysis revealed several key relationships. Correlation analysis confirmed a strong 
positive relationship (r = 0.76, p < 0.01) between financial rewards collectively and productivity. Regression modeling 
explained 85% of productivity variance (R² = 0.85), with financial rewards collectively demonstrating a substantial 
impact (β = 0.67). The hierarchical importance of predictors was clearly established, with bonuses leading (β = 0.53), 
followed by salaries (β = 0.41) and stock options (β = 0.26). The moderating effects of culture (β = 0.46), regulations (β 
= -0.31), and economic conditions (β = -0.28) were all statistically significant (p < 0.05). 
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7. Conclusion 

This research provides empirical validation that financial rewards remain fundamental to executive productivity in 
Nigeria's banking sector, while identifying important contextual influences. The findings demonstrate a clear hierarchy 
of incentive effectiveness, with performance bonuses being most impactful, followed by base salaries, and stock options 
trailing significantly. 

The study makes an important contribution to compensation literature by quantifying how Nigeria's unique 
institutional environment - with its strong performance cultures but challenging regulatory and economic conditions - 
shapes incentive efficacy. The results align with Vroom's (1964) expectancy theory of motivation, where the clear 
performance linkage of bonuses enhances their motivational power. The stock option findings resonate with behavioral 
finance insights about risk aversion in volatile markets (Kahneman & Tversky, 1979), while the cultural results support 
North's (1990) institutional theory about the complementarity of formal and informal institutions. 

7.1. Recommendations 

• Based on the empirical evidence that performance-based bonuses drive the greatest productivity gains 
(β = 0.53, p < 0.01), Nigerian DMBs should redesign their bonus frameworks to tie at least 30 percent of total 
executive compensation directly to measurable bank-wide KPIs - such as return on equity, non-performing loan 
ratios, and cost-to-income improvements. These bonus pools ought to be distributed quarterly rather than 
annually, maintaining executives’ focus on sustained performance and enabling timely course corrections when 
targets are missed. 

• Given that base salaries still contribute meaningfully to motivation (β = 0.41, p < 0.05), banks should 
benchmark their salary scales against both local competitors and regional peers. A formal salary-review 
committee should convene semi-annually to adjust pay bands for cost-of-living changes and market 
movements. This will preserve the purchasing power of guaranteed compensation and reinforce confidence 
that stable remuneration underpins the more dynamic bonus component. 

• Stock options demonstrated only a marginal uplift in productivity (β = 0.26, p < 0.10), suggesting executives 
are wary of long vesting horizons and market volatility. To address this, banks should replace traditional, 
long-dated options with shorter-term restricted stock units (RSUs) or performance shares that vest over 12–
18 months and are tied to risk-adjusted performance measures. Offering the choice to cash-settle a portion of 
these awards will further mitigate executives’ concerns about share-price fluctuations. 

• Recognizing organizational culture’s strong amplifying effect (β = 0.46), each bank should establish a 
“Performance Culture Council” led by the CEO and comprising senior line managers. This council shall review 
compensation outcomes monthly, publicly recognize top performers in internal communications, and sponsor 
cross-functional workshops to reinforce the link between strategic goals and individual incentives. Embedding 
these practices into the annual leadership calendar will ensure culture-reward alignment remains front and 
center. 

• To mitigate the negative drag of regulatory constraints (β = –0.31), banks should engage proactively with the 
Central Bank of Nigeria and relevant industry bodies to advocate for “smart” incentive rules - such as allowing 
a portion of bonus accruals to defer into medium-term instruments without penalty. Drafting joint proposals 
that demonstrate how calibrated incentives can boost metrics central to regulatory mandates (e.g., 
non-performing loan reductions) will help regulators see bonuses as complementary to, rather than in conflict 
with, prudential objectives. 

• Finally, because economic instability erodes reward value (β = –0.28), banks must incorporate an automatic 
inflation-adjustment clause into their executive compensation policies. Under this clause, both guaranteed and 
deferred rewards would be indexed annually to Nigeria’s Consumer Price Index (CPI), ensuring the real value 
of compensation remains intact even during periods of high inflation. Implementing this mechanism will 
preserve executives’ purchasing power, maintain morale, and protect incentive integrity over time. 
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