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Background

Novartis, a global pharmaceutical company with more than 125,000
employees, is involved in several projects to enhance organisational
effectiveness and performance. Part of this effort is to replace existing
performance appraisal practices with a perforrnance management
system based on three hypotheses:

1. When associates know that their contribution matters,
performance will increase.

2. When associates receive frequent and quality feedback,
performance will increase.

3. When associates are recognised and rewarded for their
contributions, performance will increase.

Although these three hypotheses appear to make sense from a
managerial perspective, it is yet unclear whether they are supported by
scientific evidence. For this reason, Novartis approached the Center for
Evidence Based Management (CEBMa) to undertake a Rapid Evidence
Assessment (REA) to understand what is known in the scientific
literature about these hypotheses. Previous REAs have addressed
hypotheses 1and 2; this review presents an overview of the scientific
evidence regarding hypothesis 3, the link of recognition and rewards
with workplace performance.



What is a Rapid Evidence
Assessment (REA)?

Evidence reviews come in many forms. One of the best-known is
the conventional literature review, which provides an overview of
the relevant scientific literature published on a topic. However, a
conventional literature review's trustworthiness is often low: Clear
criteria for inclusion is often lacking and studies are selected based
on the researcher’s individual preferences. As a result, conventional
literature reviews are prone to severe bias.

This is why ‘rapid evidence assessments’ (REAS) are used. This type
of review uses a specific research methodology to identify the most
relevant studies on a specific topic as comprehensively as possible,
and select appropriate studies based on explicit criteria. In addition,
the methodological quality of the studies included is assessed

by two independent reviewers on the basis of explicit criteria. In
contrast to a conventional literature review, REAs are transparent,
verifiable, and reproducible, and, as a result, the likelihood of bias is
considerably smaller.
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Main question:
What does this REA answer?

What is known in the research literature about the effect of employee
recognition and non-financial rewards on performance?

Other issues raised, which form the basis of our conclusion to the three
questions above, are:
1.  What is meant by recognition and rewards (what is it)?

2.  What s the assumed logic model (how is it supposed
to enhance performance)?

3.  How can recognition be measured?

4. What is the overall effect of recognition and rewards
on employees’ performance?

5.  What is known about the (positive or negative) effect
of possible moderators and/or mediators?

Search strategy:
How was the research
evidence sought?

The following three databases were used to identify studies: ABI/INFORM
Global, Business Source Premier and PsycINFO. The following generic
search filters were applied to all databases during the search:

1.  Scholarly journals, peer-reviewed.
2. Published in the period 2000 to 2019.
3. Articles in English.

A search was conducted using combinations of different search terms,
such as ‘recognition’, ‘appreciation’, ‘rewards’ and ‘performance’. In
addition, the references listed in the studies retrieved were screened in
order to identify additional articles for possible inclusion in the REA.

We conducted 15 different search queries and screened the titles and
abstracts of more than 900 studies. An overview of all search terms and
queries is provided in Appendix I.




Selection process:
How were the studies selected?

Two reviewers worked independently to identify which studies should be included.
Where the reviewers disagreed on selection, a third reviewer assessed whether the
study was appropriate for inclusion with no prior knowledge of the initial reviewers'
assessments. The decision of the third reviewer was final.

Study selection took place in two phases. First, the titles and abstracts of the studies
identified were screened for their relevance to this review. In case of doubt or lack of
information, the study was included. Duplicate publications were removed. This first
phase yielded 19 secondary studies (meta-analyses) and 32 primary studies.

Secondly, studies were selected based on the full text of the article according to the
following inclusion criteria:
1. Type of studies: Only quantitative, empirical studies.

2. Measurement: Only studies in which the link between recognition and/or
rewards and performance outcomes was measured.

3. Context: Only studies on recognition and rewards related to workplace settings.

In addition, the following exclusion criteria were applied:

Recognition and/or rewards from clients or customers.
Financial incentives and/or financial rewards.

This second phase yielded 8 secondary studies and 27 primary studies. An overview
of the selection process is provided in Appendix II.




Critical appraisal:
How were the quality of the
included studies judged?

It is possible to find a scientific study to support or refute any theory or a claim.
Thus, it is important to determine which studies are trustworthy (i.e. valid and
reliable). The trustworthiness of a scientific study is first determined by its
methodological appropriateness. For cause-and-effect claims (i.e. if we do A, will it
result in B?), a study has a high methodological appropriateness when it fulfils the
three conditions required for causal inference: co-variation, time-order relationship,
and elimination of plausible alternative causes (Shaughnessy & Zechmeister, 20006).

A study that uses a control group, random assignment and a before-and-after
measurement is therefore regarded as the ‘gold standard’. Non-randomised studies
and before-after studies come next in terms of appropriateness. Cross-sectional
studies (surveys) and case studies are regarded as having the greatest chance of
showing bias in the outcome and therefore fall lower in terms of appropriateness.
Meta-analyses in which statistical techniques are used to pool the results of
controlled studies are therefore regarded as the most appropriate design.

To determine the methodological appropriateness of the included studies’ research
design, we used the classification system of Shadish, Cook and Campbell (2002),
and Petticrew and Roberts (2006). The following four levels of appropriateness were
used for the classification:

Design Level

Systematic review or meta-analysis of randomised AA
controlled studies

Systematic review or meta-analysis of controlled A
before-after studies

Randomised controlled study

Systematic review or meta-analysis of non-controlled B
and/or before-after studies

Non randomised controlled before-after study
Interrupted time series

Systematic review or meta-analysis of cross-sectional C
studies

Controlled study without a pretest or uncontrolled study
with a pretest

Cross-sectional study D

It should be noted, however, that the level of methodological appropriateness
as explained above is only relevant in assessing the validity of a cause-and-effect
relationship that might exist between a predictor/driver (rewards & recognition)
and its outcomes (workplace performance), which is the purpose of this review.




In addition, a study'’s trustworthiness is determined by its methodological
quality (its strengths and weaknesses). For instance, was the sample size
large enough and were reliable measurement methods used? To determine
methodological quality, all the studies included were systematically assessed
on explicit quality criteria. Based on a tally of the number of weaknesses, the
trustworthiness was downgraded and the final level determined as follows:

a downgrade of one level if two weaknesses were identified; a downgrade of
two levels if four weaknesses were identified, etc. Since no study is perfect,
one weakness is allowed without downgrading trustworthiness.

Finally, effect sizes were identified. An effect (e.g. a correlation, Cohen's d or
omega) can be statistically significant but may not necessarily of practical
relevance: Even a trivial effect can be significant if the sample size is big
enough. For this reason, each study’s effect size — a standard measure of the
magnitude of the effect — was assessed. To determine the magnitude of an
effect, we applied Cohen’s rules of thumb (Cohen, 1988). According to Cohen a
‘small effect is an effect only visible through careful examination. A ‘medium’
effect is ‘visible to the naked eye of the careful observer'. Finally, a ‘large’ effect
is one that anybody can easily see because it is substantial.

OQutcome of the critical
appraisal

The overall quality of the studies included was high. Most of the secondary
studies were based on controlled studies and were therefore graded level
A or higher. Of the 27 primary studies, 5 qualified as randomised controlled
studies and were therefore graded level A. The remaining studies
concerned quasi-experimental studies (2), longitudinal designs (2) and
cross-sectional studies (18). An overview of all the studies included and their
year of publication, research design, sample size, population, main findings,
effect sizes and limitations is provided in Appendix Il (secondary studies)
and Appendix IV (primary studies).




Main findings
a What is meant by recognition and rewards?

Recognition is generally defined as the assignment of personal non-monetary
rewards for individual efforts and work accomplishment to recognise and reinforce
the desired behaviours displayed by an employee (Brun & Dugas, 2008). Many
organisations recognise employees based on their performance (Frey 2007).

For example, organisations can recognise outstanding performers through
compliments, gratitude, private notes or emails, public awards, or publication of
their achievements in company newsletters. These recognitions are sometimes
symbolic and come with no corresponding financial rewards (Wang, 2017).

Rewards and recognition are usually regarded as synonyms. Behavioural
psychologists, however, make an important distinction between the two terms:
rewards are tangible, transactional, conditional and expected, whereas recognition
isintangible, relational, unconditional and unexpected. Because the difference
between the two is not always clear and often ignored in both academia and
practice, this review focusses on both recognition and non-monetary rewards,
although it is recognised that they have slightly different meanings.

Q What is the assumed logic model?
(How is it supposed to work?)

Studies in the social sciences draw on social comparison theory to predict
that employee recognition increases performance. Social comparison theory
(Festinger, 1954) states that people tend to compare themselves with others
in order to make judgments regarding their performance. They are concerned
not only about their performance in an absolute sense, but also about how
they measure up in relation to relevant peers.

The theory argues that people engage in social comparison to enhance their
own self-esteem. Comyparing favorably to others increases self-esteem and
produces positive affect while comparing unfavorably lowers self-esteem

and produces negative affect. Thus, receiving (private or public) recognition
provides a positive signal about one's competence relative to others, which
enhances self-esteem and induces positive affect (Wang, 2017). As a result,
employees are motivated to attain a high level of performance to increase their
chance of receiving recognition.




@) How can recognition be measured?

There are several measurement tools available that measure whether employees
feel recognised by their manager and/or the organisation. One of the most widely
used is the five-item scale developed by Migneault, Rousseau, and Boudrias (2009).
Respondents are asked to indicate how frequently (1 =‘never’ to 5 = ‘always’) their
manager displayed the listed behaviours: ‘My manager shows appreciation for

my contributions’, ‘My manager acknowledges my performance’, ‘My manager
appreciates my efforts’, ‘My manager congratulates me for my achievements' and
‘My manager takes an interest in what I'm doing’.

@) What is the overall effect of recognition
and rewards on performance?

Finding1: There is strong evidence that employee recognition
and non-financial rewards have a moderate to large
effect on workplace performance (Level A)

There is wide consensus among both scholars and practitioners that employee
recognition and non-financial rewards, in general, can have a large, positive impact
on performance outcomes. There is indeed strong evidence from randomised
controlled studies that employee recognition and rewards are an effective way to
enhance (or maintain) performance. In the past 30 years several meta-analyses
(e.g. Cameron, 2001) and high quality studies (e.g. Li, 2016; Wang, 2017) have
consistently shown moderate to large effect sizes, even when the recognition was
merely a thank-you card (Bradler, 2016) or smiley button (Kosfeld, 2017). In addition,
employees rewarded with verbal praise or positive feedback show substantially
greater intrinsic motivation than financially rewarded or non-rewarded employees.
In addition, they also show more interest and enjoyment than non-rewarded
employees (Deci, 1999; Cameron, 2001, Kunz, 2012).

Finding 2: Recognition and rewards can have a negative impact
on performance when offered for simply doing a
task (Level A)

A large number of controlled studies have consistently shown that employee
recognition and non-financial rewards can have a negative effect on performance
when offered to employees for engaging in a task without consideration of any
standard of performance (Cameron, 1994; Cameron, 2001).



Finding 3: Employee recognition contributes to employee retention,
commitment, and work engagement, but the effects are
small (Level D)

Several cross-sectional studies find that employee recognition may contribute to retention.
Controlling for other factors (e.g. job stress) it was found that there is a small but positive
relationship between (perceived) recognition from management and employees’ intention
to stay (Abualrub, 2008; Austen, 2016). Similar small but positive associations were found for
(normative) commitment and work engagement (Gosh, 2016).

Finding 4: Employee recognition has a large positive impact on
employee attendance (Level A)

A randomised controlled study demonstrated that an attendance-recognition program
that included personal attention and recognition from senior managers substantially
decreased absenteeism rates among employees (Markham, 2002).

Finding 5: Employee recognition produces strong positive spillover
effects on other employees (Level A)

A recent randomised controlled study demonstrated that a single team member’s
recognition may produce strong positive spillover effects on other team members’
performance, as well as overall team performance, especially when the award
recipient is located in a central position in a team (Li, 2016).

'Remarkably, in this study employees who did not
receive a thank-you card were mainly responsible
for the performance increase. See also Finding 5.
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Finding 6: There is some evidence that employee recognition
can foster envy and resentment (Level D)

A cross-sectional study from the US found that, in some situations, formal (pubilic)
recognition for perforrmance may foster envy and resentment among colleagues,
which may create social discomfort (e.g. feeling embarrassed) on the part of high
performers and potentially erode their intrinsic motivation (Henagan, 2010). The
effect sizes found, however, were rather small.

Q What is known about the (positive
or negative) effect of moderators?

Finding 7: The effect of employee recognition is
strongly dependent on perceived work
meaningfulness (Level A)

A recent randomised controlled study found that, if perceived meaningfulness
is low, employee recognition has a large impact on performance. However, if
perceived meaningfulness is high, recognition has a limited effect (Kosfeld, 2017).




Conclusion

Based on the evidence found, we conclude that employee
recognition and non-financial rewards tend to have large
positive effects on work performance.

Limitations

This REA aims to provide a balanced assessment of what

is known in the scientific literature about the effects of
employee recognition on work performance by using the
systematic review method to search and critically appraise
empirical studies. However, in order to be ‘rapid’, concessions
were made in relation to the breadth and depth of the search
process, such as the exclusion of unpublished studies, the use
of a limited number of databases and a focus on empirical
research published in the period 1990 to 2019 for meta-
analyses and the period 2010 to 2019 for primary studies. As a
consequence, some relevant studies may have been missed.

A second limitation concerns the critical appraisal of the
studies included, which did not incorporate a comprehensive
review of the psychometric properties of the tests, scales

and questionnaires used. In addition, it should be noted that
some of the studies included used (subjective) performance
ratings as an outcome measure, not objective performance
indicators.

A third limitation concerns the fact that the evidence of some
findings is based on only one study. Although most of these
studies were well controlled or even randomised, no single
study can be considered to be strong evidence — it is merely
indicative.

Given these limitations, care must be taken not to present the
findings presented in this REA as conclusive.
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Appendix |

Search terms & hits

ABIl/Inform Global, Business Source Elite, PsycINFO
peer reviewed, scholarly journals, July 2019

Search terms ABI BSP PSY

ST: ti(recogni®) 4,859 8,191 21175
S2: ti(work*) OR tifemploye*) 77,882 92,102 100,824
S3: ab(work*) OR ab(employe*) 389,421 492,775 5591989
S4:STAND S3 930 1,303 2,393
S5: ti(appreciat®) 967 1,316 1,920
S6:S5AND S3 210 262 321
S7:54 OR S6 1140 1,565 2,712
S8:S7 AND filter meta-analyses, limit > 1980 1 2 8

S9: S7 AND filter high quality studies, limit > 2000 232 359 76

S10: S6 AND S2 (NOT S9) AND filter low quality studies, limit > 2000 82 78 120

ST ab(“non monetary”) OR ab(“non financial”) 3,595 4,304 677
S12: ab(reward®) 15,455 16,013 52,704
S13: ab(employe*) OR ab(work®) 398,541 493,029 777376
S13: ST AND S12 AND S13, filter studies, limit > 2000 48 51 37

S14: S8 OR S9 OR S10 OR S13 363 490 241

ABI/Inform Global, Business Source Elite, PsycINFO
peer reviewed, scholarly journals, July 2019

Search terms ABI BSP PSY

S15: ti(reward*) OR ti(incentive®) 9,296 10,996 15,406

Sle: filter meta-analyses, limit > 1980 28 29 102




Appendix |

Selection of studies

Study selection - recognition & non-monetary rewards

ABI Inform BSP PsycINFO
n =363 n = 490 n = 241
v
duplicates .
N Articles obtained from search
n =185
n =1,094
Titles and abstracts screened
excluded
< for relevance
n =881 n =909
Critical appraisal & text
excluded screened for relevance < Google Scholar
d _
h=5 < n=28 n=4
hd4
included studies
n =27
Study selection - MAs/SRs incentives & rewards
ABI Inform BSP PsycINFO
n =28 n=29 n =102
v
duplicates .
< Articles obtained from search
n=44
n =159
Titles and abstracts screened
excluded
< for relevance
n=9 n=T5
Critical appraisal & text
excluded screened for relevance
d
n=11 X n=19
v
included studies
n=8
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Cameron,
1996

Deci,
2001

Eisenberger,
1996

Eisenberger,
1999

Lepper,
1996

Lepper,
1999

Luthans,
1999

Pierce,
2002

Ryan,
1996

Wiersema,
1992

Overview of excluded studies

Not a meta-analysis (comment on comment by Lepper et al and Ryan & Deci).

Not a meta-analysis (comment on Cameron et al).

Traditional literature review.

Not a meta-analysis (critique on Deci et al).

Not a meta-analysis (comment on Cameron et al).

Not a meta-analysis (comment on Deci et al).

Traditional literature review.

Summary of Cameron 2001.

Not a meta-analysis (comment on Cameron et al).

Focuses on the advantages and disadvantages of different operationalisations
of the intrinsic motivation construct.
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Author & year

Godkin et al,
2010

Khan et al,
201

Kosfeld et al,
2017

Peluso et al,
2017

Schlechter et al,
2017

Excluded studies

Reason for exclusion

Cross-sectional survey of ‘employees of a municipal government from across all the
civilian departments’ in the US (n=494). The paper is seriously undertheorised; detail of
statistical analysis is described without sufficient explanation of theory. The hypotheses
‘that type of recognition is positively related to preference for rewards, source of
recognition, and attitude towards recognition’ make little sense.

Poor quality study. Cross-sectional survey investigating relationships between
non-financial recognition and employee performance, retention and long-term
effectiveness. N (employee respondents) is alternately given as 100 and 40; and
measures are not adequately described. In addition, direction of causality between
recognition and performance is very unclear in a cross-sectional study (see comment
on Abualrub & Al-Zaru 2008); despite this the study makes strong assertions about
causality.

Not appraised separately as reports on the same study as Kosfeld et al 2014.

Discusses recognition only as an inherent aspect of pay (i.e. pay described and ‘reward
and recognition’), not as a verbal / written acknowledgement of performance. Non-
monetary forms of reward considered include training and development and a positive
work environment, but not recognition.

[Cross-sectional study, n=1092, of workers in 12 multinational and domestic
organisations in Italy (manufacturing, utility, consultancy & entertainment). Study looks
at associations between total reward systems, which combine monetary and non-
monetary rewards and employee outcomes (job satisfaction, affective commmitment,
and innovative behaviour) ]

Study does not focus clearly on recognition for employee performance. Main focus is
non-financial rewards, including work-life balance, learning, and career advancement;
recognition was only loosely defined (‘e.g. certificates of recognition’) and was

not isolated but grouped with other quite distinct factors — teambuilding, social
relationships, health and wellbeing programmes.

[Research method of ‘full-factorial experimental design’ not clearly described; n=180
(mainly South African) prospective workers; snowballed convenience sample. Study
looks at influence of non-financial rewards on perceived attractiveness of a job offering
and the moderating influence of demographic characteristics in this relationship.]
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NOVARTIS

The ACT Government acknowledges and thanks Novartis for allowing the content
of their REA to be reproduced and redesigned by the ACT public health system.

Thisswork is copyright, any eaguiries about the REA must bé& directed to.CEBMa
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