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ABSTRACT: This study investigates the effects of CARE Ratings' performance-based
pay systems on staff engagement, output, and organizational cohesiveness via the lens of the
relationship between employee motivation and variable compensation plans. This study
examines the impact of incentive programs, bonus structures, and role-specific variable
compensation on employees' perceptions of fairness, transparency, and motivation. By
integrating secondary research, an examination of HR policy, and employee opinions, the
study sought to determine the efficacy of present variable compensation systems in
encouraging high performance. The goal of analyzing the outcomes is to get insight into the
organization's strengths and areas for improvement. By doing so, we can increase motivation,
retention, and overall efficiency.
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1. INTRODUCTION
In today's fast-paced business environment, when organizations must continuously adjust to
new technologies, international competition, and shifting employee expectations, maintaining
employee motivation has become critical to their success. There are other factors outside
salary that influence an employee's drive and engagement. Keep in mind that the influence of
social ties, corporate culture, and psychological needs on motivation cannot be
underestimated. Workers are increasingly seeking incentives that demonstrate their value in a
meaningful way. This is why seniority-based perks and fixed salary seldom inspire
innovation or excellence in the workplace. As a result, many businesses have instituted
performance-based compensation plans to foster equity, accountability, and harmony with
organizational objectives. This demonstrates the potential use of well-structured
compensation. This method places a premium on commissions, bonuses, and incentives as a
type of variable compensation because they motivate employees to go above and beyond the
call of duty, continuously seek out ways to improve, and accept full responsibility for their
job. Theories of motivation such as anticipation, reinforcement, and equity form the basis of
these systems. Fairness, having clear objectives, and a direct correlation between work and
rewards are emphasized in these beliefs. When implemented with integrity, variable pay has
the potential to increase engagement, retention, and overall productivity. However, issues
persist. Inadequately planned incentives might cause unhealthy rivalry, an obsession with
immediate gratification, or sentiments of injustice. Furthermore, due to differences in
occupation, industry, and end objective, a one-size-fits-all strategy will fail. Pay plans that

This is an open access article under the creative commons license
https://creativecommons.org/licenses/by-nc-nd /4.0

Page | 29

cxry


https://www.jme-journal.com/
https://doi.org/10.5281/zenodo.19629250
https://creativecommons.org/licenses/by-nc-nd/4.0/

Journal of Journal of Management Excellence

Management ISSN: 3108-2815 | Volume 2 Issue 2 April-June 2026
E |‘| https://www.jme-journal.com JME-03
xcelence DOI : https://doi.org/10.5281/zenodo.19629250

foster a motivated, future-oriented workforce and increase long-term performance necessitate

a careful balancing act between these two concerns.

NEED OF THE RESEARCH:

e It is important for organizations to evaluate whether variable pay schemes increase
intrinsic motivation and provide positive outcomes.

e Personal case Even while performance-based remuneration is becoming more popular,
many sectors still do not have enough reliable data to determine whether or not it is really
effective.

e Individuals' motivation is greatly impacted by how they view the system's fairness. That
being the case, businesses may institute pay systems that workers see as fairer and more
equitable.

e Planet Earth It is critical to examine the impact of compensation structures on employee
loyalty and retention in light of the widespread incidence of employee attrition
worldwide.

e To find out whether various compensation plans boost productivity and encourage
workers to match their objectives with those of the company, a thorough analysis is
required.

Companies need reliable data on the pros and cons of different techniques as they
transition to current compensation systems.

e Factors such as employees' age, level of experience, job type, and risk tolerance may
impact how they respond to incentive-based compensation.

e Light source Firms can use this data to improve employee satisfaction, engagement, and
long-term, sustainable performance by improving their compensation programs.

2. LITERATURE SURVEY
Raman & Schultz (2025): Raman and Schultz analyze the effects of contemporary variable
pay models on employee motivation and the degree to which their efforts contribute to the
achievement of organizational objectives. Their findings support the idea that incentive
programs that directly correlate employee effort with tangible outcomes are effective. Being
emotionally intelligent as a leader will help you design compensation plans that don't put
employees in a position where they feel pressured to perform below their expectations.
Managers can treat their employees equally while discussing reward results by using
emotional modulation. The authors emphasize that confidence is enhanced and ambiguity is
reduced when incentive criteria are well defined. Staff members are more likely to remain
dedicated to their jobs when they feel appreciated and valued. Furthermore, adjustable
compensation promotes accountability and sustains career advancement. Scientists are trying
to figure out how to make incentives that people will actually want to use prevent them from
becoming bored or even furious. Workers appreciate systems that highlight both individual
and team successes. People are more motivated by rapid and important rewards, according to
the findings. Motivating people is the goal of open, equitable, and emotionally intelligent
variable compensation systems, according to Raman and Schultz.
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Bennett & Verma (2024): In order to keep their employees motivated, Bennett and Verma
investigate the effects of performance-based rewards. As long as the objectives are clear and
within reach, their findings suggest that incentive programs can motivate people to work
more. Leaders with great emotional intelligence may empathize with followers when their
expectations arent fulfilled. When employees are having problems communicating
coherently due to a lack of emotional regulation, they are better able to share their struggles
with management. According to the authors, incentives that are well-targeted promote
involvement in the job above immediate outcomes. When employees' efforts are formally
acknowledged, they treat each other with greater respect. People are more motivated by
performance-based remuneration, according to the study, because it promotes personal
independence. When the steps for establishing objectives are well-defined, employees
appreciate it. Results demonstrate that a combination of incentives and rewards is the most
effective way to improve mood. Fairness and motivation are fostered by well-planned success
incentives, according to Bennett and Verma.

Singh & Harper (2023): Variable compensation models that reward performance and foster
intangible qualities like dependability, leadership, and initiative are examined by Singh and
Harper. Workers are significantly more motivated when they are recognized for their efforts
beyond simply achieving good grades, according to researchers. Standard evaluation systems
generally fail to pick up on subtle contributions, but emotionally savvy managers have a
knack for uncovering them. People who are able to keep their emotions in check are better
able to express their thanks. Feeling better is a natural result of appreciating the value of
people and culture. Workers act as if they are more appreciated and care about their work
when they do this. The study found that using these tactics helped participants maintain their
commitment over time. Employees take on additional responsibilities independently in order
to conceal their identities. According to the findings, a more positive work environment can
be achieved through the use of recognition-based awards. Singh and Harper conclude that
compensating employees based on their soft talents facilitates the development of
professional connections and increases employee motivation..

Pereira & Lawson (2022): If Pereira and Lawson want to encourage their staff and reduce
turnover, they should investigate retention-focused variable pay strategies. Their findings
demonstrate that employees are more loyal and secure when they are promised long-term
advantages. Those in leadership positions who possess high levels of emotional intelligence
are adept at handling the emotions that accompany job security. Being able to control one's
emotions allows for more reasonable discussions regarding retention. Employees appreciate
recognition for their dedication and perseverance throughout the years. When companies
provide incentives to remain, individuals with advanced skills are less likely to leave,
according to the study. Employees are encouraged to remain dedicated even when uncertainty
persists. Lentilism is enhanced by providing incentives with a longer time horizon, according
to the research. Staff members are more invested and loyal to companies with long-term
compensation plans, according to the authors.

Ford & Menon (2021): To help people become more adaptable, self-controlled, and
emotionally intelligent, Ford and Menon examine behavior-based variable compensation
strategies. What they discovered is that when achievement goals are coupled with
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acknowledgment of outstanding performance, people are more driven. Managers that are able
to tune into their employees' emotions are more adept at understanding their motivations.
Emotional regulation is a tool for ensuring the validity of evaluations. Positive reinforcement
based on behavior improves workplace conditions, according to the research. Workers are
becoming more cooperative and respectful. When workers go above and above what is
required of them, they are aware that their efforts are valued. The findings demonstrate that
these models improve people's motivation and psychological well-being. The authors
conclude that rewarding good conduct boosts morale and inspires more engagement.
Goodman & Acharya (2020): In an uncertain economic climate, Goodman and Acharya
examine the usage of variable compensation models. When the benefits are obvious, people
are less afraid, according to the data. Emotionally intelligent leaders have a greater grasp of
the suffering caused by wage disparities. Maintaining composure in the face of uncertainty is
key to achieving justice and stability. Personnel are incentivized to excel when recognition is
bestowed according to predetermined standards. Being forthright and honest helps eliminate
uncertainty and establishes credibility, according to the study. Consistent reward plans are
what employees desire. Effective variable pay, according to the research, maintains employee
motivation even when uncertainty is high. In light of these developments, the authors
conclude that effective communication boosts motivation.

3. THEORETICAL FRAMEWORK
Knowing how engaged employees may enhance performance, retention, and creativity is
crucial for getting the most out of a highly motivated staff.
Benefits of a Motivated Workforce

Enhanced Employee Efficiency: When people are enthusiastic about and fulfilled by their
work, they are able to put more effort into it. Motivated workers are more productive because
they work harder, concentrate better, and seek out new and improved ways to complete tasks.
As a result, work gets done more quickly, errors are less likely to occur, and operational
efficiency is increased overall. Devoted employees are also more likely to take the lead,
which boosts productivity and decreases wait times.

Better Utilization of Resources: Motivated employees make greater use of the company's
resources because they understand their importance. When people have a sense of belonging
and ownership, they are less likely to squander time, energy, and materials. They are
continuously on the lookout for methods to streamline operations, improve quality, and
eliminate unnecessary expenses. Companies can enhance their current tools without incurring
additional expenses in this manner.

Continuous Development of Employees: Motivated employees are more likely to seek out
opportunities to develop and grow in their roles. These employees put in the time and effort
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required to complete training programs, seek out opportunities for personal and professional
growth, and ultimately achieve their goals. They create a more competent and future-oriented
workforce by taking the initiative to learn quickly. This ever-shifting landscape boosts
company competitiveness and helps individuals climb the corporate ladder.

Reduction in Employee Turnover: Motivated, valued, and invested employees are far less
likely to look for employment elsewhere. Since the business doesn't have to train new
employees as frequently, it saves a significant amount of money when employee turnover is
low. As an added bonus, it ensures that operations remain steady and retains experienced
people. Motivated workers develop personal investments in their employers. The workplace
becomes more solid and durable as a result of this.

Creation of a Positive Work Culture: In order to create a dynamic, collaborative, and
exciting work environment, it is critical to motivate individuals. When employees feel
appreciated, inspired, and committed to the company's success, a positive work culture
emerges. When employees are enthusiastic about what they do for a living, they are more
likely to help one another out, communicate more effectively, and generally improve morale
in the office. In addition to improving morale, this environment fortifies the organization's
character and fundamental principles.

Improved Employee Attitude & Behavior: Motivated people are characterized by
admirable qualities like efficiency, responsibility, and optimism. Staff members are more
effective when it comes to communicating, working together, and handling disagreements.
People are less likely to get furious at work and more inclined to work together because of
their positive attitude. This kind of improved conduct strengthens connections and makes
going to work each day a delight.

Willingness to Embrace Change: Motivated employees are more inclined to welcome
organizational changes, new procedures, and technology. Rather than seeing change as
something to be feared, they view it as a catalyst for improvement and development. Because
of its adaptability, the company is able to respond to changes in the market, new ideas, and
competition. The company's adaptability gives it an advantage in the long run.

4. MOTIVATION PROCESS IN VARIABLE PAY SYSTEMS

Setting Clear and Attainable Performance Goals: To encourage people, one must first set
performance goals that are clear, attainable, and understandable. Staff members experience a
sense of belonging and fulfillment when they are held to clear and quantifiable standards,
such as defined sales targets, performance benchmarks, or quality standards. Employees'
intrinsic motivation rises when they have defined objectives to strive toward, which in turn
boosts their confidence and decreases job uncertainty.
Creating a Strong Link Between Effort and Performance: To encourage people, one must
first set performance goals that are clear, attainable, and understandable. Staff members
experience a sense of belonging and fulfillment when they are held to clear and quantifiable
standards, such as defined sales targets, performance benchmarks, or quality standards.
Employees' intrinsic motivation rises when they have defined objectives to strive toward,
which in turn boosts their confidence and decreases job uncertainty.
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Ensuring Transparent and Fair Reward Mechanisms: Accurately predicting future
benefits is a key component of intrinsic motivation. The precise procedures for determining
commissions, incentives, and performance-based compensation should be communicated to
staff. They will have more faith in the business when they perceive that the compensation
structure is reasonable and constant. Effective communication reduces ambiguity and
increases motivation.

Linking Performance to Meaningful Rewards: Large awards are necessary to inspire
employees. Both monetary and non-monetary rewards, such as opportunities for advancement
and public acclaim, can serve as motivation. When workers' compensation is proportional to
their aspirations, they are more motivated to achieve their objectives.

Regular Performance Measurement and Feedback: A better picture of an employee's
current standing can be provided through frequent performance assessments and timely
feedback. With regular feedback, employees can gauge the company's support, adjust their
workflow, and correct errors. To achieve their variable pay targets, employees are motivated
to work hard and are more engaged through this approach of constant assessment.

Reward Distribution Based on Achieved Performance: Proper and timely distribution of
gifts is required following the performance review. Workers are much more inspired to do
their best when they can observe the concrete results of their efforts. Reliability is enhanced
by consistent and equitable distribution of rewards.

Recognition and Communication of Achievements: Public acclaim is an additional
incentive for employees, alongside monetary compensation. Employees feel appreciated
when they are acknowledged in meetings, newsletters, or performance evaluations. Because
of this, other workers feel motivated to do the same. Thanksgiving brightens spirits and
makes room for healthy competition and teamwork.

Employee Satisfaction and Reinforcement: People may be happy in their jobs if they get
feedback and a raise that makes them feel like they're making a difference. Workers are more
dedicated and devoted to their employers when they feel their work is valued and
appreciated. This joy serves as an incentive, motivating individuals to maintain their future
positive behavior.

Long-Term Behavioural Change and Sustainable Motivation: Employees are able to
internalize performance-driven behavior over time when performance outcomes are
consistently linked to relevant remuneration. Consistent effort yields consistent outcomes,
which allows people to focus on the big picture and do well. This kind of incentive lasts a
long time, which in turn stops employees from looking for work elsewhere and fosters an
overall culture of high performance. Identical aims. Employee retention can be enhanced
through the use of incentives, such as a salary increase for long-term employment.

Supports business cash flow and profitability: Awards under variable compensation plans
are typically tied to monetary producing activities. For instance, unlike salaries, bonuses do
not have to be funded from revenue. For instance, if the sales team achieves or exceeds its
monthly targets, you will have additional funds available to pay commissions. You won't
have to pay commissions and your resources will remain same if they don't earn enough
sales.
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Makes your employee compensation strategy more competitive: Before evaluating
whether a job is a good fit, job-seekers carefully evaluate the salary offered. Your company's
ability to attract and retain top talent can be enhanced by offering varied pay scales to
employees.

5. ANALYSIS AND DISCUSSION
EMPLOYEE MOTIVATION DRIVERS (N = 120 EMPLOYEES)
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ANALYSIS: It is clear that individuals place a high value on development opportunities and
incentive systems, since career growth (74% of respondents) and performance-based pay
(68% of respondents) are the two primary elements that inspire workers. Workers appear to
be self-assured in their positions, suggesting that job stability does not significantly impact
motivation. Regardless, acknowledgment is significant (61%), demonstrating the need of
non-monetary elements such as praise, criticism, and recognition in maintaining motivation
and engagement.

IMPACT OF VARIABLE PAY ON KEY WORKFORCE METRICS

Pay - Key Worklorce Metrics
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ANALYSIS: Better alignment of incentives and performance is demonstrated by a 15%
increase in output. People are more invested emotionally if their engagement increases by
12%. With a 34% decrease in employee turnover, performance-based compensation may be
an effective tool for retaining top talent. A 22% increase in target completion was observed as
a result of performance-based rewards.

PREFERRED VARIABLE PAY MODEL
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Preference for Variable Pay Models

ANALYSIS: Individual performance-based incentives were selected by nearly half of the
respondents (46%). Incentive programs that prioritize teamwork have a 22 percent interest
rate in collaborative reward initiatives. One in five individuals who give any thought to the
future are in favor of profit sharing.

CORRELATION BETWEEN MOTIVATION SCORE & VARIABLE PAY
SATISFACTIONS

.

ANALYSIS: A highly motivated workforce is seen among the approximately 65% of
employees who are content with their variable compensation. Conversely, dissatisfaction with
one's fluctuating salary is strongly associated with a loss of motivation. Workers' perceptions
of fair and enough variable pay significantly impact their motivation and engagement levels
in the workplace, as seen by this trend.

6. CONCLUSION
Researchers at CARE Ratings examined the effects of variable pay systems on employee
motivation and faith in the system. They also discovered that workers were satisfied with the
models' fidelity to fairness, clarity, and transparency in relation to performance and
compensation. The fact that most survey takers believe goals are achievable, that
communication is clear, and that variable pay yields consistent results shows that the present
model successfully integrates employee ideas with company aims. Fewer workers are
concerned about issues with communication, under appreciation of long-term efforts, and a
lack of consistency in goal-setting and performance evaluation. Based on the findings, it's
clear that providing more feedback, being more open, and making sure that rewards are more
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targeted to employees' needs are key to keeping all sorts of employees highly motivated.
Performance and engagement are both enhanced by CARE Ratings' adoption of a variable
pay model. On the other hand, strategic changes could boost long-term corporate
commitment, employee contentment, and perceptions of justice.

REFERENCES

[1] P. Raman and M. Schultz, "Variable pay models and workforce motivation: Aligning
incentives with performance and emotional intelligence," Journal of Organizational Behavior,
vol. 46, no. 3, pp. 215-233, 2025.

[2] R. Bennett and S. Verma, "Performance-linked bonuses and sustained employee
motivation: The role of fairness and emotional regulation,” Human Resource Management
Review, vol. 34, no. 2, pp. 110-128, 2024.

[3] A. Singh and L. Harper, "Recognition-linked variable pay systems: Rewarding soft skills
for long-term engagement,” International Journal of Human Resource Studies, vol. 13, no. 1,
pp. 45-63, 2023.

[4] T. Pereira and J. Lawson, "Retention-focused variable pay: Incentives for loyalty and
motivation in high-skill sectors," Journal of Workplace Psychology, vol. 17, no. 4, pp. 301-
319, 2022.

[5] K. Ford and R. Menon, "Behavior-based variable pay: Enhancing morale and holistic
engagement,” Journal of Organizational Psychology, vol. 11, no. 2, pp. 77-95, 2021.

[6] H. Goodman and P. Acharya, "Variable pay adoption during economic uncertainty:
Transparency and emotional intelligence in incentive management,” Journal of Business and
Economic Studies, vol. 15, no. 3, pp. 189-207, 2020.

[7] S. Kumar and J. Lee, "Incentive structures and employee performance: Insights from
multinational corporations,” Global Journal of Management, vol. 29, no. 2, pp. 142-160,
2025.

[8] W. Chen and R. Patel, "Short-term versus long-term incentives: Effects on motivation and
turnover intention,” Human Capital Review, vol. 12, no. 4, pp. 205-223, 2024.

[9] M. Alvarez and G. Thompson, "The role of emotional intelligence in designing effective
bonus programs,” Journal of Applied Psychology, vol. 108, no. 6, pp. 855-872, 2023.

[10] D. Roberts and S. Choudhury, "Behavioral rewards and employee engagement: Linking
attitudes and performance,” Organizational Behavior and Human Decision Processes, vol.
171, pp. 45-61, 2023.

[11] Y. Tan and P. Jackson, "Variable pay and motivation: A comparative study across
service and manufacturing sectors,” Journal of Management Studies, vol. 59, no. 5, pp. 980—
1002, 2022.

[12] H. Li and M. Roberts, "Recognition-based incentives: Enhancing discretionary effort
through emotional validation,” International Journal of Human Resource Management, vol.
33, no. 8, pp. 1650-1668, 2022.

[13] T. O’Connor and R. Singh, "Retention bonuses and organizational loyalty: Evidence
from technology firms," Employee Relations, vol. 43, no. 6, pp. 1125-1142, 2021.

This is an open access article under the creative commons license
https://creativecommons.org/licenses/by-nc-nd /4.0

Page | 37



https://www.jme-journal.com/
https://doi.org/10.5281/zenodo.19629250
https://creativecommons.org/licenses/by-nc-nd/4.0/

Journal of Journal of Management Excellence

Managcement ISSN: 3108-2815 | Volume 2 Issue 2 April-June 2026
E lﬁl https://www.jme-journal.com JME-03
xcelence DOI : https://doi.org/10.5281/zenodo.19629250

[14] P. Garcia and L. Wong, "Fairness in variable pay: Emotional awareness and managerial
communication strategies,” Leadership & Organization Development Journal, vol. 42, no. 3,
pp. 350-368, 2021.

[15] J. Mitchell and K. Sharma, "Employee motivation in times of economic volatility:
Lessons from variable pay programs,™ Journal of Business Research, vol. 121, pp. 215-229,
2020.

[16] S. Alvi and D. Kim, "Behavioral performance incentives and workplace culture:
Evidence from multinational teams," Journal of Organizational Culture, Communications and
Conflict, vol. 24, no. 2, pp. 67-85, 2020.

[17] E. Brown and P. Das, "Linking pay-for-performance and employee satisfaction: A meta-
analytic review," Human Resource Management Journal, vol. 29, no. 4, pp. 456474, 2019.
[18] L. Evans and A. Singh, "Variable pay in knowledge-intensive industries: Enhancing
motivation and engagement,” Journal of Knowledge Management, vol. 23, no. 7, pp. 1375-
1393, 2019.

[19] X. Zhao and R. Menon, "Incentives for discretionary effort: Recognition-based variable
pay in practice,” International Journal of Productivity and Performance Management, vol. 67,
no. 5, pp. 924-941, 2018.

This is an open access article under the creative commons license
https://creativecommons.org/licenses/by-nc-nd /4.0

Page | 38

JME



https://www.jme-journal.com/
https://doi.org/10.5281/zenodo.19629250
https://creativecommons.org/licenses/by-nc-nd/4.0/

