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Abstract

The rapid expansion of Finan-
cial Technology (FinTech) has
profoundly transformed the
global economy, with notable
implications for countries like
Nepal. FinTech’s innovative
solutions have the potential to
enhance financial inclusion by
providing accessible banking
services to remote and under-
served regions. Additionally,
it streamlines financial pro-
cesses, reduces transaction
costs, and promotes entrepre-
neurship, fostering econom-
ic growth and job creation.

The Importance of FinTech in
the Banking Industry of Nepal:
Opportunities and Challenges

Prof. Dr. Tara Prasad Bhusal
Assistant Dean, Faculty of Humanities and
Social Science, TU

However, for Nepal and simi-
lar economies, harnessing the
benefits of FinTech requires
careful attention to regulato-
ry frameworks, cybersecurity,
and data privacy. The future of
FinTech in Nepal holds prom-
ise for advancing economic ef-
ficiency, but it necessitates a
balanced approach to ensure
both innovation and regulato-
ry compliance in this dynamic
sector.
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Do Banks Need an €Environ-
ment and Social Risk Manager
(ESRM)”

The

Bank  of
updated
and Social

Central
Nepal issued
Environmental

Risk Management guidelines
in  February, 2022. After
that, Financial institutions
started to develop the outline
of Environment and Social
Risk Management guidelines
aligned with the Nepal Rastra
Bank’s guideline of ESRM.
For this, banks are compelled
to think once more about the
aspects of environmental and
social before the execution
of banking activities. Banks
should address environmental
and social risks prevailing
in the market. Potential
environmental  risks  are
damage to the environment
and ecosystem because of
air, water, land, and sound
pollution due to industrial

Shivsundar Pokharel
Assistant Manager, Nepal Bank Limited

(Lecturer, Trainer, Yoga practitioner)

activities. Do banks think
about Mother Nature before
investing in projects?
Likewise, social risks such
as adverse impacts like
damage, injury, or loss of
persons. Societal people can
be employees, customers,
social activists, and the
overall community. Social
risk can prevail in different
terms such as public health
and sanitation, the safety of
employees, customers, and
local people, unsafe working

conditions, discrimination
between  employees  and
customers, impact on

indigenous citizens, and their
cultural impact.

SCAN
TO
READ
MORE
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Emotional Intelligence (EI)

Emotional intelligence is the ability, competency and the
personality trait of an employee to perceive, understand, utilize
and manage emotions effectively. Goleman (1995) defined
“Emotional intelligence aS the ability through which a person
could screen his emotions, other persons’ emotions, differentiate
between various emotions and label them and consequently he
might use this emotional information to guide his thinking and
behavior”. In the similar context, Mayer et al. (2004) defined
“Emotional intelligence as a skill which could help a person to
accurately perceive, understand, manage and use emotions in
facilitating appropriate thoughts and behaviors”. A person also,
can handle the dispute properly. This is a powerful skill from
which a person can understand one’s own emotions, others’
emotions and causes and consequences of these emotions.
Salovey and Mayer (1990) defined EI as “the subset of social
intelligence that involves the ability to monitor one’s own and
others feelings and emotions, to discriminate among them and
to use the information to guide one’s thinking and action”. In
short; El is a capacity from which a person manages emotion of
our self and of others at any conditions. Therefore, emotional
intelligence can be understood as the ability to use and
understand the feelings and effective management in dynamic
social environment.

The term emotional intelligence contains two words that are
emotion and intelligence. Intelligence is the ability to learn,
understand and think in a logical way about things; the ability
to do this well. Whereas emotion is a multiple thought and
indication of feelings and reactions. Emotion is the part of a
person’s character that consist of their feelings, as opposed
to their thoughts. Emotion can be defined as a strong feeling
such as love, fear or anger; the part of a person’s character
that consists of feelings. Emotional means connected with
people’s feelings. Goleman (1995) also states that emotion is
a mental condition that involves biological, psychological, or
the inclination to act. Consequently, emotions can be touch to
the feelings and movements of specific person. Most employees
with high level of emotional intelligence can utilize and regulate
their own emotions and they also have social competence
to manage others and maintain interpersonal relationship.
Those with high level of EI or Emotional quotient (EQ) are
generally able to manage their emotions in terms of retaining
a positive mental state, a situation that leads to improved job
performance. For certain employees, changing work situations
can affect their emotions, so they are less able to control their
emotions when dealing with colleagues and the community.

The EI Paradigm Evolves

The roots of emotional intelligence were traced by Darwin’s early
work on the importance of emotional expression for survival, in
the 1900s. Thorndike (1920) used the term social intelligence
to describe the skill of understanding and managing other
people. Wechsler (1939) referred to both non-intellective and

intellective elements of intelligence. It established the effects
of on intellectual factors on the intelligent behavior. Gardner’s
(1983) frames of mind: The theory of multiple intelligences,
included both interpersonal intelligence and intrapersonal
intelligence.

For the first time the term Emotional Intelligence (EI) was
used in 1985 from Payne and the same was considered to
indicate person’s ability to relate to fear, pain and desire. But
as separate concept of El form general intelligence, for the
first time it was introduced from Salovey and Mayer (1990) as
a type of social intelligence which covers the ability to monitor
one’s own and other’s emotions, discriminate among them and
to use the information to guide one’s thinking and actions.

Bar-On (1997) explained that Emotional Intelligence reflects
our ability to deal successfully with other people and with
our feelings. Richardson (1996) explored some methods for
teaching social and emotional competence within a culturally
diverse society. That emphasized to assistance targeted group
to connect with each other, in order to assist them in developing
interpersonal, intrapersonal and emotional intelligences, and
they concluding that these aptitudes are vital for individual
achievement. Many researchers arguing differently.

Models of Emotional Intelligence

Literatures have shown that the models of emotional intelligence
have been categorized into three models known as (1) ability
model, (2) mixed model and (3) trait model as different
theorists defined emotional intelligence differently. Generally,
the existing models have described emotional intelligence as
personal intelligence and social intelligence.

Ability model was developed by Salovey and Mayer (1990) and
suggested that, there are four different level and components
of emotional intelligence including emotional perception,
the ability to reasoning, understand and manage emotions.
Ability Model of emotional intelligence thought and focus to
individual’s ability to progression emotional evidence and
use it to management of changing circumstances. This model
considers emotional intelligence as an ability that can be
initiated, developed and enhanced. The ability EI model
could be concluded that, emotionally intelligent person uses
their ability to quiet one’s own emotions down in every type
of problematic condition in a valuable method. The Trait
Model considers emotional intelligence as a personality trait
encompassing through behavioral dispositions. The Mixed
Model of EI is the combination of both ability and trait model
of EI. The mixed model describes emotional intelligence as a
collection of skills and human features.

While mixed model of EI was developed by Goleman (1995)
and suggested five competencies model of EI at the beginning.
That is Self-Awareness, Self-Regulations, Motivation, Empathy
and Social Skills. At last Goleman (2001) merged that five
compelencies into four components of emotional intelligence.
They are: (i) Self-awareness: the ability to read one’s emotions
and recognize their impact while using gut feelings to guide
decisions. (ii) Self-management: involves controlling one’s
emotions and impulses and adapting to changing circumstances.
(iii) Social awareness: the ability to sense, understand, and
react to others’ emotions while comprehending social networks
and (iv) Relationship management: the ability to inspire,
influence, and develop others while managing conflict.
Trait Emotional Intelligence model developed by Petrides
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this is a mixture of

and Furnham (2001) and argued that,

emotionally-related self-perceived aptitudes and attitudes.

Regarding the discussion with Indian Context; Three
psychological domains developed by Singh (2001) were
emotional sensitivity, emotional maturity and emotional
competence. Singh (2001) founded his model on the idea that
the concept of emotional quotient (EQ) as it is understood in
the Indian context differently from the current model of EI
established by many authors, which are nearly related with
the Western society. Singh argued that the degree of power
distance and collectivism in Indian culture varies from that
of western society while westerners are cultured to respond
emotionally, Singh also contends that Indians are trained to
recognize emotions as an intelligent workout.

Needs and Importance of EI

There are various needs and benefits of emotional intelligence
in the organization. Workplaces need emotionally intelligent
employee who are able to identify, manage, and focus their
emotions effectively and deal successfully with the demands
of daily life. Goleman (2001) as well as Salovey and Mayer
(1997) claimed importance of emotional intelligence as; gain
greater self-awareness, strengths, values, goals, purpose;
Learn the core skills of healthy EI; Understand to manage
emotional reactions; Deal more effectively with difficult people
and situations; Learn problem-solving skills; Make smarter
decisions; Grow in empathy and the ability; Resolve personal
and team conflicts; Enhance team awareness and performance;
Discover ways to increase stress tolerance; Build trust and
team cohesiveness; Improve interpersonal communication and
Increase leadership capacity to achieve the organizational goal
and success. Further importance and advantages of emotional
intelligence are: to improve relationships, make better
empathy skills; act with integrity; help you to get respect from
others; to improve career prospects; manage the change more
confidently; enjoy the work wholeheartedly; feel confident
and have positive attitude; to reduce stress levels; to increase
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creativity; to learn from mistakes. These variables could be
included for the evaluation of employee.

Emotionalintelligence (EI) could be enhanced through provision
of emotional intelligence training and coaching interventions.
Hence, researchers, on the basis of findings, concluded that
emotional intelligence is a learnable skill. Therefore, the
organizations should consider emotional intelligence as a key
success factor in enhancement of employee performance. El can
not only be educated but also improved at any circumstances
of human life. Also, empirical studies, self-efficacy theory
supports the notion that emotional intelligence can be learnt
and enhanced. There are some problems and difficulties
regarding less competent leadership, conflict and ineffective
management of emotional intelligence which creates the
grievances, unstable leadership and organizational failure. EI
mostly differs in the nature of individual. EI can play vital role
to overcome such problems and help in employee management
and enhancement of favorable environment. It may be possible
through the enhancement of emotional intelligence which
justifies the significanceww of EI in the organization.

Emotional Intelligence in the Nepalese Con-
text

In Nepal, none of the organization has done any research
for evaluation and mapping of emotional intelligence of the
employees. As per the academic research; The research
study by Dhungana and Kautish (2020) Concluded that there
is positive and significant impact of emotional intelligence
on organizational commitment and job performance on both
private and public sector bank’s employees. Most of the study
were focused in health sectors where the level of emotional
intelligence is relatively high and concluded that emotional
intelligence really matters to gain success. The study of Deupaa,
and Singh (2018) concluded that the students with high mean
intelligence score were found to be enrolled in science stream,
average mean score in management stream and the students
with low mean score were enrolled in education stream.

Another research
study of Gyawali
(2016) identified
that there is

a significant

and positive
relationship
between the
Emotional
Intelligence

and Conflict
Management. The
result shows that
EI was significant
predictor of
overall Conflict
Management. The
result revealed
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Likewise, the highest impact of motivation followed by social
skills and self-awareness can be seen as top three components
of emotional intelligence over conflict management. Finally,
Emotional intelligence is the element that leaders essential to
have in command to attain upper enactment in organizations.

Training content and Practices of emotional intelligence
are included and providing by Nepal Rastra Bank and
Nepal administrative staff college with the aim of improving
behavioral aspects of employees for development of competent
leadership,  conflict management,  better performance
and effective management. It includes; Management and
Development; self-awareness, self-management, relationship
management, conflict management, leadership development
etc. It is pragmatic that self -management, social -awareness
and relationship-management capacity can be improved with
training.

Conclusion

Emotional Intelligence education, knowledge and awareness
must be expanded as per the changing present circumstances
after COVID-19 and need to evaluate the EI of employees
from the organizational level in Nepal. Organization should
provide the proper training and favorable circumstances; it
significantly supports to increased emotional intelligence
and better leadership skills that makes proper conflict
management. Higher the emotional intelligence (EI) helps
in leadership development, effective management and to
minimize the conflict and organizational commitment. It is
suggested to increase employees’ emotional intelligence and
development of transformational leadership. Creating a sense
of self- awareness, self -management, social -awareness, and
relationship management among the employees are factors that
should be considered to increase employee El.

It is better to include emotional intelligence as a criterion for
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selection and recruitment of employees and can be utilized
for intervention to enhance the level of competencies,
organizational success, intelligence leadership development,
conflict management and goal achievement in the banking and
finance sector. organization must include adequate training
programs with regard to the perfection of emotional intelligence
in their overall organizational management practices, enhance
leadership competencies and conflict management skills.
In conclusion, we can say that El is an emerging important
concept of management required for all level of employees in
the Nepalese organization.
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Online Banking Frauds in Nepal
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With the establishment of the Nepal Rastra Bank (NRB) in
1956 as the nation’s central bank, Nepal’s banking history
got underway in the middle of the 20th century. In the 1950s
and 1960s, early banks providing basic services such as
Nepal Bank Limited and Rastriya Banijya Bank came into
existence. Economic liberalization in the 1980s brought to
the emergence of private and joint venture banks as well as
the banking industry’s diversification. Foreign banks began to
open up shop in the 1990s, bringing with them cutting-edge
technology and global standards. The microfinance industry in
Nepal grew, offering small business owners financial services.
Digitalization gained traction in the 2000s, when banks
started providing online and mobile banking services. Reforms
targeting regulatory improvements, financial stability, and
transparency have been fundamental to the sector’s ongoing
evolution. Additionally, initiatives have been undertaken to
advance financial inclusion by bringing banking services
to isolated areas. Although the main points are included
in this synopsis, Nepal’s banking history is intricate and
multifaceted, reflecting the nation’s efforls to modernise its
financial sector as well as its economic progress (Waqas, 2023).

The banking industry in Nepal has changed significantly in
recent years, embracing new technologies and increasing
service offerings. Customers now find the sector easier to access
and more convenient because online and mobile banking
services are widely available (Lee, 2003). This development
has enhanced the allure of banking in Nepal by simplifying
and streamlining financial activities for both people and
companies. Not just for saving and credit, but banking has
turned out to be part of every single transaction in today’s time.
As per the report of Nepal Rastra Bank’s Bhadra, 2080 data -
through total of 54 institutions (A, B and C class), there are
52, 183, 587 deposit accounts into existence with total of 21,
957, 692 mobile banking customers and total of 1, 888, 345
internet banking customers. There exists 12, 529, 875 debit
card into existence through which customers are using banking
services. This clearly means that in today’s context one big
bunch of population are directly exposed to banking services.

Due to rising internet connectivity, smartphone usage, and
bank attempts to improve their digital infrastructure, online
banking has grown significantly in Nepal. The nation’s
efforts to promote financial inclusion and digitization through
government programmes have contributed to the growth
of online banking services. As more consumers looked for
contactless banking solutions, the COVID-19 epidemic also
increased the growth of online transactions. Nepali banks
have made investments in user-friendly, safe internet systems
that provide remote financial management for their clients.
Furthermore, internet banking has been essential in bringing
financial inclusion to underbanked and unbanked communities
living in rural regions. My information only goes to January
2022, but the trend probably continues. To get the most up-
to-date information on the expansion of internet banking in
Nepal, one should examine market research papers or official

publications from the Nepal Rastra Bank and other respectable
financial organizations.

In the current digital era, online banking scams are becoming
more and more of a problem due to cybercriminals’ use of a
variety of advanced strategies to take advantage of people and
companies. Phishing emails and websites are popular fraud
tactics that deceive people into disclosing personal information.
Social engineering assaults use phone calls and social media
manipulation to get unauthorized access to people’s accounts.
Ransomware attacks harm both individuals and corporations
by encrypting files and requesting money in order lo restore
them. Executive emails are compromised in business email
compromise (BEC) cases in order to trick staff members into
sending money or private information. When fraudsters use
credentials, they have stolen to access accounts, it’s known
as account takeover (ATO) and results in unauthorized
transactions. Fraudulent mobile banking applications take use
of malware and phoney programmes that target mobile devices.
Leaked login credentials are used in credential stuffing, a
technique that allows illegal access. Fraudsters can intercept
authentication codes by switching SIM cards. Sophisticated
technology allow for convincing impersonation for fraudulent
reasons, such as deepfakes. In addition to putting strong
securily measures in place and educating clients to reduce
risks, financial institutions also need to be vigilant, use unique
passwords, two-factor authentication, and raise awareness in
order to protect against these scams.

The Nepali police published a statement in January 2023
warning the public to be wary of persons who entice them on
social media with false promises and demand money. The
police said that some persons were requesting passports and
citizenship documents under various pretenses, emphasizing
the need for caution. The Kathmandu Police has received
reports of an increase in digital banking fraud in recent times.
Fraud groups have been active recently, and before travelling
to work or study abroad, they demand information regarding
bank accounts, citizenship certificates, and passports. Last
year, there were over 5, 000 instances documented. Even
on social networking sites, the con artists were adverlising
jobs abroad and requesting money in exchange for valuable
personal data.

With introduction of digital banking practices that would
come around, and with the trend of how banks started Core
Banking Software (CBS), there are different forms of banking
frauds which came into existence. Online fraud is described
as ‘the experience of the person who responded to a fraudulent
invitation, notification, offer or request through the web by
providing personal detail or money, resulting in the suffering
of a non-financial and financial loss or impact of some sort
(Cross., et al, 2014).Following are the types of online frauds
that are prevalent in today’s context:

« Phishing: Phishing attacks have gotten increasingly

realistic over time. Cybercriminals painstakingly
texts that mimic official
correspondence from banks. Links to phoney websites
that mimic legitimate financial gateways can be found
in these messages. Unaware of the fraud, users provide
their login information, giving scammers access to their
accounts.

construct emails and

« Ransomware: Malware encrypts user files on their device,
making them unreadable. This is known as ransomware
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assaults. In return for the decryption key, victims are
sent a ransom demand. When vital data is encrypted and
activities are disrupted until a ransom is paid, businesses
are particularly vulnerable.

+ Account Takeover (ATO): By obtaining login credentials,
fraudsters can take over a user’s account using ATO
assaults. Once inside, they have the ability to change
account settings, carry out fraudulent activities, or even
shut out the rightful account owner, which can lead to
financial hardship and harm to one’s reputation.

« Mobile Banking Fraud: Cybercriminals fabricate
fraudulent applications for mobile banking or take
advantage of weaknesses in genuine ones. These
programmes are downloaded by unsuspecting users,
which gives hackers access to login information and the
ability to carry out illegal transactions. The security of
mobile banking activities is further compromised by
malware that targets mobile devices.

+ Credential stuffing is the practise of cybercriminals
gaining access to several online platforms, particularly
banking websites, by using stolen login and password
combinations from prior data breaches. Automated
systems take advantage of individuals’ propensity to
repeat passwords across several accounts by methodically
attempting these credentials.

« SIM Card Swapping: Con artists persuade cellular
providers to move a victim’s phone number to a new SIM
card that they own. Attackers can access online accounts
and perform unauthorised transactions by intercepting
SMS-sent authentication credentials.

+ Deepfakes and Al-Based Attacks: Artificial intelligence
is used by cutting-edge technology such as deepfakes
to produce believable fake audio or video recordings.
Cybercriminals can pose as real people in order to get
private information or trick victims into committing
fraud, which can seriously harm a victim’s finances and
reputation.

+ Business email compromise (BEC): BEC assaults
focus on the channels of communication used by
businesses. Executive email accounts are compromised
by cybercriminals, giving them the ability to pretend
to be senior authorities. Employees who follow their
instructions may start wire transfers, alter payment
methods, or divulge private information, which might
result in data breaches and monetary losses.

engineering:  This
psychological manipulation of people to get

private information. Cybercriminals may

use phone spoofs to pose as bank staff in an 4
attempt to coerce people into sharing account ®
information. An analogous method is used by
attackers to obtain personal data about targets
on social media, which allows them to create

» Social tactic  uses
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authentication (2FA) for an extra layer of protection and
creating unique, complicated passwords. It is essential to
confirm the legitimacy of email sources, stay away from dubious
links or downloads, and maintain all software, including
antivirus software, up to date in order to stop vulnerabilities
from being exploited. Use caution when using public Wi-
Fi. Reputable anti-malware software can identify and stop
harmful assaults. In a paper of (Chewae., et al, 2015), it was
noted that millions of internet users in the era of cutting-edge
technology connected through online social networks. They
concentrated on the impact social networking websites have
on personal information. They also talked about how privacy
risk might be reduced and how secrecy is a vulnerability. They
emphasized the existing state of social network usage and
the potential hazards to it. Monitoring credit card and bank
statements on a regular basis facilitates the early detection of
unauthorized activities. Scams may be avoided by safeguarding
private information, such as Social Security numbers, and
confirming any demands for money or sensitive data. To lessen
the possibility of ransomware, it is also essential to backup
sensitive data. Notifying banks and appropriate authorities
about questionable actions helps combat fraud efforts and
increases public awareness of the ever-evolving nature of
schemes. There is a need for separate cells to take action
related to online scams so that the citizens get justice (Ansar.,
et al, 2021) . Being aware of the most recent scam tactics is
essential to maintaining alertness. By using these procedures,
people and companies may lower their chances of becoming
victims of online fraud and preserve a safe online environment.
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Incentives: A Discussion
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Human motivation is a complex process and so is the worry
of managers in getting their people motivated to work. As one
of the tools and instruments for enhancing and sustaining
motivation in employees, organizations have been using
rewards, incentives and prizes of different forms and structures.
Here in this paper I like to put forth a short discussion on the
basic concept of rewards, incentives, their role in promoting
work motivation and the ways they can become effective or
ineffective before finally presenting some conclusive notes on
the matters to be particularly taken care of in managing and
administering rewards.

Background

As human beings are rational, it is not unnatural that they
seek some form of return, benefit, or favor in their endeavors.
A benefit or favor appeals and a harm or any feeling of loss-
material, emotional or else - distracts. So in creating an
inspiration and willingness to deploy hard efforts to some work
can be induced by means of imparting a feeling of benefit,
reward, or favor. In the realm of compensation administration
in Human Resource Management the terms salary, wages,
benefits, rewards, incentives refer to the compensations of
different character, design and purpose. While salary and
wages form the most fundamental compensation structure for
employees, rewards and incentives are something different.
The concerns raised in this paper are related to the aspects of
rewards and incentives.

Rewards and Incentives

Rewards refer to the form of compensation to some work
accomplished, goals achieved or significant efforts rendered by
the employee. Incentives differ in that these are announced
beforehand so that the lure or attraction of the additional
benefit above and beyond the normal wage structure can
make one work with better focus and dedication to the specific
achievement. These are associated to some particular segment
or activity of business the organization likes to focus for a
short term. The segment entitled to the incentive structure
can change time to time according to the situation and priority
to be accorded. For instance, a company can announce that
if a salesperson sells more than 500 items of a new product
in a week, he/she shall get 1% sales commission for every
additional unit sold beyond that number. This is an incentive
plan. This can help mobilize the salespersons belter to sell the
newly launched product in the market. Such a plan can be for a
short time till the product gets well familiarized and penetrates
into the market. After some days or months, the plan can be
dropped or changed linking to some other product or activity.
A bank can announce its incentive scheme today to the number
of new accounts opening, number of ATM Card sale, or number
of subscriptions to internet banking service as the need be.
In some days in the future, the scheme may be linked to the
update of KYC documentations, recovery of bad accounts, or

number of pending items reconciled. The bank can beforehand
announce some incentive scheme with scoring and evaluation
linked to the designated outcomes. Alternatively, rewards
can be offered to the best achiever or performer based on the
meritorious accomplishments on some designated performance
parameters.

Rewards and Motivation

Before discussing the relation of rewards and motivation it
is better to first realize the dissimilar nature of the intrinsic
and extrinsic motivation. It is fundamentally the extrinsic
motivation that is driven by rewards and incentives. Rewards
and incentives are meant to control and shape the behavior
of people by interfering the individual’s sense of preference
and fondness. One would behave a different way owing to
the gratification by rewards. One would compellingly move
to perform some undesirable type of job just because of big
or valuable rewards going contrary to the independent likes,
choices and preferences. He/she would devote more or less
energy to some particular aspect of work achievement based
on how the rewards have been designed. Intrinsic motivation
in contrast, arises from inherent preferences to recognition,
autonomy and power as the psychological base rather than
attraction of rewards.

Rewards are commonly assumed to create and stimulate
motivation in people. But as Hidi (2015) observes they also
undermine intrinsic motivation negatively affecting the
conceptual learning, creativity, and self-regulation. From
this perspective, it can be construed that rewards in the form
of money can be detrimental to the mindful, educated, good
cultured and recognition-seeking people. In this regard, Hidi
(2015) observes that the extrinsic motivation is differentiated
by the extent to which the value of extrinsically motivated
behavior is endorsed by the individual. While intrinsic
motivation is about performing the tasks for own satisfaction
and will, extrinsic motivational measures are perceived as
something imposing control, pressurization to act (or not act)
in certain ways. Uninteresting and monotonous type of work
and activities that generally fail to intrinsically appeal or
motivate the people are got done through extrinsic motivational
measures. So, designing and allocating tasks in a way to make
them interesting, significant and presumably important can be
to great extent, a wiser alternative to big and colorful reward
schemes.

Pitfalls in the Use of Extrinsic Rewards

Though commonly used, rewards are not simple and easy
tools of managing human behavior and motivation. While
properly designed rewards can boost employee motivation and
productivity, the same can derail and mislead the people’s
spirit and efforts in devastatingly wrong direction. Steel &
MacDonnel (2012) enumerate five specific ways in which
rewards come to fail:

a. Being paid for what we love can make us love it less.: If
one is intrinsically motivated or feeling rewarded with
the work itself, any addition of extrinsic rewards, tends
to undermine his/her attraction to the work causing
demotivation. For example, if a person wants to volunteer
in a school or hospital in a remote village out of his own
will or altruism to serve and feel happy, any idea of paying
him for the work can cause to disinterest him.

b. How can be as important as what: This means, rewards



—_
o

NEBEU SAINIDIESIH]

Volume 8 Issue 2 2080 KARTIK

We Accept

fone’ L)

Donate Us

NEPAL BANK EMPLOYEES UNION
Terminal : 2222380012481580

Bank Branch : KTM B.O

Scan this code, confirm the payment

Open your Fonepay Member Mobile
details and make quick payment

Banking App / Digital Wallet / UnionPay

7 S0
NPFlL BANK LIMITED

E—
_—
e wralera - wataa, oGS

Phone no : 4247999
ext 320/347
Email : Payment@nbl.com.np

criteria should be well communicated, understood and
perceived as fair and just. Similarly, the criteria of should
be consistent. Unpredictable changes in the rewards
criteria can impart a feeling of deception rather than

motivation.

c. Reward tells us how rewarding the task really is: When
rewards are attached to tasks, the perceived value of a
task is altered. Bigger and difficult rewards make tasks
appear more important and valuable. Thus, there can arise
a false categorization of tasks as more or less important
based on the size of rewards attached to them rather than
the real significance of them.

d. Focusing on winning instead of how to win: Rewards not
properly designed tend to create a desperate race to win,
attain or show winning rather than encouraging people to
work in better ways to achieve. This kind of misdirection of
efforts and attentions can result with the disproportionate
focus on extrinsic rewards.

e. Wanting rewards, we don’t like and liking rewards we don’t
want: Extrinsic rewards can be attractive in terms of the
amount as well as the feeling of accomplishment among
the colleagues and coworkers. But what can happen is that
jobs are distasteful when rewards are attractive. Similarly,
jobs are alright but rewards are not appealing or valuable.
This mismatch can make rewards system ineffective in
raising motivation.

Conclusion

Though human motivation is never straightforward and simple,
rewards are one of the tools for the purpose. Extrinsic rewards
undoubtedly have costs and it is customary that management
expects returns to follow in the form of enhanced motivation
and productivity. However especially in case of knowledge
organizations rather than labor intensive ventures, the use of
extrinsic rewards and excessive emphasis on them might not
be appropriate. It is wiser to recognize that extrinsic rewards
cannot simply translate into better employee motivation and

productivity. It is the intrinsic rewards by virtue of the work
itself, the joy and contentment of the work itself that comes
first before the manifest effectiveness of the extrinsic rewards.
So, it follows that a prudent management has to find and use a
right mix of intrinsic as well as extrinsic rewards appropriately
at the different levels of the organization instead of expecting
any straight relation of rewards and employee performance.
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