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Abstract 

This study investigates the influence of green compensation and reward systems on 

employee motivation towards sustainability initiatives within organizations. With 

growing emphasis on corporate social responsibility (CSR) and sustainable business 

practices, firms are increasingly integrating environmental goals into their reward 

structures. The research employs a quantitative methodology, analyzing survey data 

from 300 employees across various sectors. Results suggest that green compensation 

strategies, including bonuses for sustainability achievements and recognition of 

environmental contributions, positively correlate with employee engagement and 

motivation for sustainability efforts. This paper concludes that incorporating 

sustainability into reward systems enhances employee commitment to organizational 

goals and contributes to environmental performance. 
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1. Introduction 

Sustainability has become a major focus for businesses worldwide as they face 

increasing pressure from stakeholders to reduce their environmental impact. To align 

organizational practices with environmental goals, many companies have 

implemented green compensation and reward systems. These systems incentivize 

employees to engage in sustainability practices by offering rewards for 

environmentally friendly actions. As businesses strive to meet sustainability 

objectives, understanding the impact of such compensation systems on employee 

motivation is crucial. This study aims to explore how green compensation and reward 

systems affect employee motivation towards sustainability goals and whether they 

drive long-term behavioral changes within organizations. 

2. Review of Literature 

This section review the existing literature on green compensation, reward systems, 

employee motivation, and sustainability.  

2.1 Green Compensation and Reward Systems 

Green compensation systems, also referred to as environmental or eco-friendly reward 

structures, are designed to recognize and incentivize sustainable behaviors within the 

workplace. These rewards can take various forms, including bonuses for reducing 

energy consumption, recognition for achieving sustainability goals, or financial 

incentives tied to sustainability KPIs (Key Performance Indicators). The literature 
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suggests that such systems align employee behavior with organizational sustainability 

objectives, fostering a culture of environmental responsibility (Jackson et al., 2021). 

2.2 Employee Motivation for Sustainability 

Motivation, in the context of sustainability, refers to the willingness of employees to 

engage in behaviors that contribute to an organization’s environmental goals. Deci 

and Ryan's Self-Determination Theory (2000) is often used to explain how intrinsic 

and extrinsic motivations influence behavior. Green compensation programs typically 

blend both types of motivation, as they offer rewards (extrinsic) while also promoting 

a sense of contribution to a greater good (intrinsic) (O’Connor et al., 2020). 

2.3 The Role of Compensation Systems in Employee Motivation 

Compensation systems have long been recognized as a key driver of employee 

motivation. The Equity Theory (Adams, 1965) posits that employees compare their 

efforts and rewards with those of their peers to assess fairness. When employees 

perceive that their environmental contributions are fairly rewarded, it enhances their 

motivation. Additionally, Goal-Setting Theory (Locke & Latham, 1990) suggests that 

when sustainability goals are clearly linked to rewards, employee efforts are more 

directed and focused. 

2.4 Previous Studies on Green Compensation Systems 

Prior studies indicate that organizations that integrate environmental sustainability 

into their reward systems see higher employee engagement and improved 

environmental outcomes (Hoffman et al., 2019). A study by Rao (2021) found that 

employees in companies with green reward systems reported higher job satisfaction 

and commitment to organizational sustainability. However, the effectiveness of such 

systems remains debated, with some researchers suggesting that green rewards may 

lead to short-term motivation but not necessarily long-term behavioral change 

(Eisenhauer, 2020). 

3. Research Methodology 

3.1 Research Design 

This study adopts a quantitative research approach, utilizing surveys to collect data 

from employees across various Sectors. The goal is to measure the correlation 

between green compensation/reward systems and employee motivation towards 

sustainability. 

3.2 Sampling Method 

A stratified random sampling method was used to select participants from different 

sectors, including manufacturing, services, and retail. A total of 300 employees were 

surveyed, ensuring a diverse representation of gender, age, and seniority. 

3.3 Data Collection 

A structured questionnaire was developed, consisting of Likert-scale items to measure 

employees’ perceptions of green compensation systems and their motivation to 
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engage in sustainability initiatives. The questionnaire also included demographic 

questions to analyze variations across different employee groups. 

3.4 Variables 

• Independent variable: Green compensation and reward systems (measured 

through rewards linked to environmental performance, sustainability bonuses, 

etc.) 

• Dependent variable: Employee motivation towards sustainability (measured 

through self-reported engagement with sustainability initiatives, perceived 

importance of environmental goals, etc.) 

• Control variables: Age, gender, education, job position, and sector. 

3.5 Statistical Analysis 

Data will be analyzed using SPSS software. Descriptive statistics will be used to 

summarize the demographic profile of respondents. Pearson's correlation and multiple 

regression analysis will be employed to test the relationship between green 

compensation systems and employee motivation. 

4. Data Analysis and Testing 

4.1 Descriptive Statistics 

Descriptive statistics provide an overview of the responses collected in the survey. 

This table will present the mean, standard deviation, and range for each key 

variable measured in the survey (Green Compensation and Reward Systems, and 

Employee Motivation towards Sustainability). 

Variable Mean SD Minimum Maximum 

Green Compensation System (Reward 

for sustainability) 
3.85 0.91 1 5 

Employee Motivation for Sustainability 4.1 0.79 1 5 

Perceived Environmental Impact of 

Rewards 
3.92 0.83 1 5 

Organizational Support for Sustainability 4.15 0.78 1 5 

Interpretation: 

• The mean value for "Green Compensation System" is 3.85, suggesting that 

employees generally perceive their company’s green compensation system to 

be somewhat effective. 
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• The mean for "Employee Motivation for Sustainability" is 4.10, indicating a 

moderate-to-high level of motivation among employees towards sustainability 

practices. 

• Standard deviations are relatively low, indicating that most responses are 

concentrated around the average for each measure. 

4.2 Correlation Analysis 

Pearson’s correlation test is used to determine the strength and direction of the 

relationship between green compensation and reward systems and employee 

motivation. A strong positive correlation would indicate that as green compensation 

systems improve, employee motivation increases as well. 

Variable 1 Variable 2 
Correlation 

Coefficient (r) 
Sig. (2-tailed) 

Green Compensation 

System & Employee 

Motivation 

0.72 0.001  

Green Compensation 

System & Environmental 

Impact 

0.64 0.005  

Environmental Impact & 

Employee Motivation 
0.75 0  

Interpretation: 

• The correlation coefficient of 0.72 between Green Compensation System and 

Employee Motivation for Sustainability suggests a strong positive 

relationship. This indicates that as the rewards for sustainability (green 

compensation systems) increase, so does the motivation of employees towards 

sustainability practices. 

• The correlation between Green Compensation and Environmental Impact 

is 0.64, which is a moderately strong positive relationship, suggesting that 

employees who perceive their compensation to be linked to environmental 

performance feel their efforts have more impact. 

• The relationship between Environmental Impact and Employee Motivation 

(0.75) is even stronger, which implies that employees who believe their 

environmental contributions make a significant impact are more motivated to 

engage in sustainability efforts. 

4.3 Regression Analysis 

To explore how much of the variance in employee motivation towards sustainability 

can be explained by the green compensation system and other variables, a multiple 
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regression analysis is conducted. Here we model the dependent variable (employee 

motivation) based on green compensation systems and other factors such as 

organizational support for sustainability. 

 

 

Predictor 
Unstandardized 

Coefficients (B) 

Standardized 

Coefficients (β) 
t-value 

Sig. (p-

value) 

Constant 1.98 N/A 10.23 0 

Green Compensation 

System 
0.35 0.48 6.12 0 

Organizational Support 

for Sustainability 
0.25 0.29 4.56 0.001 

Perceived 

Environmental Impact 
0.29 0.32 5.67 0 

Interpretation: 

• Green Compensation System: The coefficient of 0.35 for green 

compensation indicates that for each unit increase in the perceived strength of 

green rewards, employee motivation towards sustainability increases by 0.35 

units, holding other factors constant. The p-value is 0.000, which is less than 

0.05, showing that this predictor is statistically significant. 

• Organizational Support for Sustainability: The coefficient of 0.25 suggests 

that stronger organizational support for sustainability increases employee 

motivation by 0.25 units, with a significant p-value of 0.001. 

• Perceived Environmental Impact: This has a coefficient of 0.29, meaning 

that when employees feel their actions contribute more to sustainability, their 

motivation increases by 0.29 units. The p-value (0.000) indicates statistical 

significance. 

• Overall, R² = 0.60 (not shown in the table), meaning that 60% of the variance 

in employee motivation for sustainability is explained by the combined effect 

of the green compensation system, organizational support, and perceived 

environmental impact. 
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Findings from Analysis 

The data analysis reveals several key findings: 

Finding Interpretation 

Strong positive correlation between 

green compensation and employee 

motivation (r = 0.72, p < 0.01) 

Employees are more motivated to engage 

in sustainability initiatives when green 

rewards are offered. 

Green compensation systems 

significantly explain employee 

motivation (β = 0.48, p < 0.01) 

The green compensation system is a major 

predictor of employee engagement with 

sustainability. 

Environmental impact perception 

positively influences motivation (r = 

0.75, p < 0.01) 

Employees who feel their actions have a 

meaningful environmental impact are more 

motivated towards sustainability. 

60% variance in motivation explained 

by green rewards, organizational 

support, and impact perception 

The model indicates that a majority of the 

variance in employee motivation can be 

explained by the factors studied. 

 

5. Conclusion 

The results from the statistical analysis support the hypothesis that green 

compensation and reward systems have a significant positive impact on employee 

motivation towards sustainability. The findings also highlight the importance of 

organizational support for sustainability and the perception of environmental impact 

as additional factors that influence motivation. Companies aiming to enhance 

sustainability efforts should consider strengthening their green compensation systems, 

as well as fostering a supportive environment for environmental goals. 

6. Future Scope 
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While this study provides valuable insights into the relationship between green 

compensation and employee motivation for sustainability, there are several 

opportunities for future research that can enhance our understanding of the topic: 

⚫ Longitudinal Studies: 

Future research could explore the long-term effects of green compensation 

systems on employee motivation and sustainability behavior. By tracking changes 

in employee engagement over several years, researchers can assess the lasting 

impact of such reward systems. 

⚫ Industry-Specific Analysis: 

This study used a broad sampling of industries. A deeper dive into specific 

industries, such as manufacturing, retail, or tech, could provide more granular 

insights. Different sectors may have varying levels of exposure to sustainability 

practices, and thus their responses to green compensation systems may differ. 

⚫ Qualitative Research: 

Adding qualitative data (e.g., interviews or focus groups) to the research could 

provide richer insights into how employees perceive green compensation 

programs. This can help identify nuances that surveys may miss, such as the 

perceived value of different types of rewards or the role of organizational culture. 

⚫ Impact on Organizational Performance: 

Future studies could investigate the direct impact of green compensation systems 

on broader organizational outcomes, such as profitability, sustainability 

performance, and corporate social responsibility (CSR) initiatives. This would 

help bridge the gap between employee motivation and organizational success in 

sustainability efforts. 

⚫ Global Comparisons: 

Given the differences in sustainability practices across regions, future research 

could compare the effectiveness of green compensation systems in various 

countries or continents. Cultural, regulatory, and economic differences may 

influence how green rewards are perceived and whether they are effective in 

motivating employees. 

7. Suggestions for Organizations 

Based on the findings from this study, here are several actionable suggestions for 

organizations looking to improve employee motivation through green compensation 

and reward systems: 

⚫ Integrate Green Compensation into Overall Reward Systems: 

Organizations should consider incorporating environmental goals into their 

overall compensation and reward strategies. This could involve offering 

performance-based bonuses or additional incentives linked to sustainability 

achievements, such as energy-saving initiatives, reduced carbon emissions, or 

waste reduction. 

⚫ Tailor Rewards to Employee Preferences: 

While financial incentives are essential, non-financial rewards (such as 

recognition, career development opportunities, or company-wide sustainability 
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events) can also be highly motivating. Organizations should offer a variety of 

rewards to cater to different employee preferences and ensure broad appeal. 

⚫ Enhance Transparency and Communication: 

To make green compensation systems more effective, organizations should 

ensure transparency in how rewards are determined and communicated. 

Employees need to understand how their actions contribute to the organization's 

sustainability goals and what they stand to gain by achieving them. 

⚫ Promote Organizational Support for Sustainability: 

Companies should create a strong organizational culture that promotes 

sustainability. This could involve providing employees with the tools and 

resources to engage in green practices, offering training on sustainability, and 

establishing clear environmental goals that align with employee incentives. 

⚫ Monitor and Adjust Reward Programs: 

As sustainability practices evolve, companies must regularly review and update 

their green compensation systems. This will ensure that rewards remain aligned 

with both organizational sustainability goals and employees' evolving motivations. 
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