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ABSTRACT

This study examines the impact of performance-based pay (PBP) on employee motivation in
Pune District. Data was collected from 150 employees using a structured questionnaire
based on a 5-point Likert scale. Statistical tools such as descriptive statistics, Pearson
correlation, and regression analysis were used fo analyze the data. The findings reveal a
significant positive relationship between performance-based pay and employee motivation.
The study concludes that structured incentive systems play an important role in enhancing
employee motivation.
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I.INTRODUCTION

Employee motivation plays a very important role in the success and growth of any
organization. When employees feel motivated, they work with more dedication, energy, and
responsibility. Motivated employees are more productive, show better performance, and
contribute positively to team goals. On the other hand, when motivation levels are low,
productivity decreases, absenteeism increases, and employee turnover becomes a serious
issue. Because of this, organizations continuously look for ways to keep their employees
motivated and committed.

One of the most commonly used strategies to increase motivation is performance-based
pay. Performance-based pay is a compensation system where employees receive financial
rewards such as bonuses, incentives, commissions, or increments based on how well they
perform their job. Instead of giving the same salary increase to everyone, organizations link
rewards directly to measurable results. The idea behind this system is simple: when
employees know that better performance leads to higher rewards, they are more likely to put
in extra effort.

In today's competitive business environment, companies cannot depend only on fixed
salaries to motivate employees. Employees expect recognition for their hard work, and
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financial incentives are often seen as a clear and fair form of appreciation. Performance-
based pay not only rewards individual achievement but also encourages employees to set
higher goals for themselves. It creates a performance-oriented culture where effort and
results are valued.

In rapidly developing business cities such as Pune, many organizations from IT,
manufacturing, education, healthcare, and service sectors are adopting performance-linked
pay systems. Pune has become a major employment hub with increasing competition
among companies to attract and retain talented employees. In such an environment,
organizations use performance-based incentives to improve productivity, enhance
employee engagement, and reduce turnover.

However, while performance-based pay is widely used, an important question remains: does
it truly increase employee motivation? Some employees may feel encouraged by financial
rewards, while others may value job security, recognition, or work-life balance more.
Therefore, it becomes important to study whether performance-based pay actually has a
measurable impact on motivation.

This study focuses on employees working in Pune District to examine the relationship
between performance-based pay and employee motivation. By analyzing employee
perceptions and statistical results, the research aims to understand whether linking pay to
performance significantly influences motivation levels. The findings of this study can help
organizations design better compensation policies that support both employee satisfaction
and organizational success

Il. OBJECTIVES OF THE STUDY
1. Tomeasure employees' perception of performance-based pay.
2. Tomeasure the level of employee motivation.

3. To examine the relationship between performance-based pay and employee
motivation.

4. Totestwhether performance-based pay significantly predicts employee motivation.
lil. LITERATURE REVIEW

Abraham Maslow (1954) proposed the Hierarchy of Needs Theory, which explains that
individuals are motivated by different levels of needs such as physiological, safety, social,
esteem, and self-actualization needs. Performance-based pay helps satisfy esteem and
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financial security needs, thereby increasing motivation.

Lyman W. Porter and Edward E. Lawler (1968) suggested that financial incentives
increase job performance, especially when employees perceive fairness in evaluation
systems.

Research studies conducted by Society for Human Resource Management (SHRM,
2022) indicate that organizations using structured incentive plans report higher employee
engagement and retention rates.

The International Labour Organization (2016) reported that linking wages to productivity
can enhance organizational efficiency but must be supported by proper evaluation systems.

IV.RESEARCH METHODOLOGY
® Research Design

This study follows a descriptive and analytical research design. The descriptive part helps in
understanding the current perception of employees about performance-based pay and their
motivation level. The analytical part is used to examine the relationship between
performance-based pay and employee motivation using statistical methods.

@ Sample Size

The study includes responses from 150 employees working in different organizations in
Pune District. This sample size is considered adequate for statistical analysis and
meaningful interpretation of results.

® Sampling Method

Random sampling technique was used to select respondents. In this method, every
employee had an equal chance of being selected for the study. This reduces bias and
improves the reliability of the data.

o Data Collection Tool

Primary data was collected through a structured questionnaire. The questionnaire included
statements related to performance-based pay and employee motivation. Respondents were
asked to indicate their level of agreement with each statement.

o Scale Used

A 5-point Likert scale was used to measure responses. The scale ranged from Strongly
Disagree (1) to Strongly Agree (5). This scale helps in measuring employee opinions in a
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simple and systematic manner.

¢ Limitation

91

The Primary data was collected for the purpose of study only. The questionnaire was
collected from companies from Pune City.

V.DATAANALYSIS AND INTERPRETATION

This point presents the analysis and interpretation of the data obtained from 150
respondents using a structured questionnaire. The collected information was carefully
organized, classified, and tabulated before being analyzed with suitable statistical

techniques to draw valid and reliable conclusions.

Descriptive statistical tools such as frequency distribution, percentage analysis, mean,
standard deviation, and confidence intervals were employed to examine respondents’ views
on performance-based pay and employee motivation. In addition, inferential statistical
methods including ANOVA and Pearson's correlation were applied to evaluate the
relationship between the variables and to identify significant differences across age groups.

® Frequency Distribution Analysis

Table 5.1: Frequency Distribution of Performance-Based Pay (N =150)

Sr. Content Yes | Percentage | No| Percentage
No (%) (%)
1 My organization provides performance- 138 92.00 12 8.00
based incentives
2 | My salary increases are based on my 132 88.00 18 12.00
performance
3 | The performance evaluation system is fair | 125 83.33 25 16.67
and transparent
4 | Iclearly understand how my performance | 136 90.67 14 9.33
affects my pay
5 | Performance-based pay encourages me to | 142 94.67 8 5.33
work harder
6 | Incentives motivate me to achieve my 145 96.67 5 3.33
targets
7 | High-performing employees are rewarded | 120 80.00 30 20.00
properly
8 | Performance-based rewards improve job 139 92.67 11 7.33
satisfaction
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o Descriptive Statistics — Performance-Based Pay
Table 5.2: Descriptive Statistics for Performance-Based Pay (N = 150)

Sr. Statement N [ Mean Std. Std. | 95% CI | 95% CI | Minimum | Maximum
No Deviation | Error | (Lower) | (Upper)
1 | Organization | 150 3.92 0.74 0.06 3.80 4.04 1 5
provides
performance-
based
incentives
2 | Salary 150 | 3.85 0.81 0.07 3.72 3.98 1 5
increases are
based on
performance
3 | Evaluation 150 | 3.76 0.88 0.07 3.62 3.90 1 5
system is fair
and
transparent
4 | Clear 150 | 3.89 0.77 0.06 3.77 4.01 1 5
understanding
of pay-
performance
link

5 | PBP 150 | 4.02 0.69 0.06 391 4.13 2 5
encourages
hard work
6 | Incentives 150 | 4.08 0.65 0.05 3.98 4.18 2 5
motivate
target
achievement
7 | High 150 | 3.72 0.90 0.07 3.58 3.86 1 5
performers
rewarded
properly
8 | PBP 150 | 3.98 0.72 0.06 3.87 4.09 2 5
improves job
satisfaction

® interpretation:

1. The highest mean score (4.08) indicates that incentives strongly motivate
employees to achieve targets.

2. The lowest mean score (3.72) shows moderate concern about fair reward
distribution.
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3. Overall, respondents show high agreement with performance-based pay practices.

o Descriptive Statistics — Employee Motivation

Table 5.3: Descriptive Statistics for Employee Motivation (N =150)

Sr. Statement N | Mean Std. Std. 95% CI | 95% CI | Minimum | Maximum

No Deviation | Error | (Lower) | (Upper)

9 | Motivated to 150 | 4.10 0.64 0.05 4.00 420 2 5
perform job
effectively

10 | Put extra effort | 150 | 4.05 0.68 0.06 3.94 4.16 2 5
when needed

11 | Feel enthusiastic | 150 | 3.95 0.75 0.06 3.83 4.07 1 5
about job

12 | Feel valued in 150 | 3.82 0.86 0.07 3.68 3.96 1 5
organization

13 | Satisfied with 150 | 3.90 0.79 0.06 3.77 4.03 1 5
current job

14 | Take 150 | 4.08 0.67 0.05 3.98 418 2 5
responsibility
willingly

15 | Committed to 150 | 4.12 0.63 0.05 4.02 422 2 5
organizational
goals

16 | Intend to 150 | 3.88 | 0.81 0.07 |3.75 4.01 1 5
continue in
organization

® Interpretation:

1. The highest mean (4.12) indicates strong commitment toward organizational
goals.

2. Employees show high motivation levels overall.

3. Slightly lower mean (3.82) suggests that feeling valued can be improved.
® ANOVA Test
Table 5.4: ANOVA — Age Group vs PBP Perception

Source Sum of Squares | df | Mean Square | F Sig.
Between Groups 16.28 3 543 3.45]0.018
Within Groups 229.64 146 1.57
Total 245.92 149
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Source: Survey Data
P-value obtained=0.018

Interpretation: Since p <0.05, there is a significant difference in perception of performance-
based pay among different age groups.

o Correlation Analysis

Table 5.5: Correlation between PBP and Employee Motivation

Variables r-value | Sig.
PBP & Motivation | 0.58 0.000

@ Interpretation:
There is a moderate positive correlation (r=0.58).
Since p <0.01, the relationship is statistically significant.

This means better performance-based pay systems lead to higher employee
motivation.

e Data Analysis Summary
1. Descriptive statistics were calculated for all 16 statements.
2. Mean and standard deviation were computed to understand agreementlevels.
3. 95% confidence intervals were calculated for precision of estimates.
4. ANOVAtestwas conducted to examine age group differences.
5

Correlation analysis was performed to examine the relationship between PBP and
employee motivation.

6. Results indicate a strong positive impact of performance-based pay on employee
motivation.

VI. FINDINGS AND SUGGESTIONS

This chapter presents the major findings of the study titled “The Impact of Performance-
Based Pay (PBP) on Employee Motivation in Pune District” and provides practical
suggestions based on the results of data analysis.

@ Major Findings of the Study
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Based on the analysis of data collected from 150 respondents, the following key findings
were observed:

® Demographic Findings
The majority of respondents belong to the 26—35 age group.
Most employees are working in private sector organizations.

Alarge proportion of respondents have 2-5 years of work experience.

® Findings Reiated to Performance-Based Pay (PBP)

92% of employees confirmed that their organization provides performance-based
incentives.

88% agreed that salary increases are based on performance.

83.33% believe that the evaluation system is fair and transparent.

90.67% clearly understand how performance affects their pay.

96.67% stated thatincentives motivate them to achieve targets.

The highest mean score (4.08) shows that incentives strongly motivate employees.

The lowest mean score (3.72) indicates that some employees feel high performers
are not always rewarded fairly.

o Findings Reiated to Empioyee Motivation
Employees show high motivation levels (mean scores above 3.80).

The highest mean score (4.12) indicates strong commitment toward organizational
goals.

Employees are willing to take responsibility and put extra effort.

A slightly lower mean (3.82) suggests that some employees do not always feel
valued.

@ ANOVAFindings (Age Group Differences)
The p-value (0.018) s less than 0.05.

There is a significant difference in perception of PBP among different age groups.
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Younger employees (26—35 years) show a slightly stronger positive perception of
PBP.

o Correlation Findings

The correlation value (r = 0.58) indicates a moderate positive relationship between
PBP and employee motivation.

Since the p-value is 0.000 (<0.01), the relationship is statistically significant.
As performance-based pay improves, employee motivation increases.
® Hypothesis Testing Resuit

The null hypothesis (H ) stating that there is no relationship between PBP and
employee motivation is rejected.

The alternative hypothesis (H1) is accepted.
® Suggestions
Based on the findings of the study, the following suggestions are recommended:
e improve Transparency in Evaluation

Organizations should clearly communicate performance criteria and reward calculations to
ensure fairness and trust.

® Ensure Fair Reward Distribution

Companies should regularly review their incentive systems to ensure that high-performing
employees are properly recognized and rewarded.

e Strengthen Communication

Managers should explain how individual performance directly impacts salary increments
and bonuses.

@ Recognize Non-Monetary Contributions

Along with financial rewards, organizations should provide recognition, appreciation, career
growth opportunities, and training programs.

o Focus on Empioyee Vaiue and Recognition

Since some employees feel less valued, companies should implement employee
recognition programs to increase engagement.
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® Customize Incentive Plans for Different Age Groups

As perception differs across age groups, organizations can design flexible reward systems
suited to different employee needs.

e Conduct Regular Feedback Surveys

Periodic employee feedback will heip organizations improve their performance-based pay
systems.

VII. CONCLUSION

The study concludes that performance-based pay has a significant and positive impact on
employee motivation in Pune District. Organizations that implement fair, transparent, and
well-structured performance-linked pay systems experience higher employee motivation,
commitment, and productivity. Effective performance-based pay systems not only enhance
individual performance but also contribute to overall organizational success.
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