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Abstract: This paper examines the impact of both monetary and non-monetary incentives on 

employee performance. Salary, bonuses, DA, profit sharing, gain sharing, basic pay, incentive 

rewards, and special rewards are examples of monetary terms. Non-monetary terms include 

employee feedback, job satisfaction, involvement in decision-making, a healthy work 

environment, career-oriented work, employee training, senior management's good behaviour 

toward employees, recognition, and incentives based on productivity, among other things. The 

key to advancement in any company is labor.  Every other aspect is dependent on labor as well. 

The entire working capacity of an organization can only be utilized when all other components 

are used efficiently, which can only happen with efficient people. A clean and healthy work 

environment is essential to maximizing employee potential; also, employees must feel a strong 

emotional connection to the company in order to perform their jobs honestly. Employee morale 

is raised when opinions are solicited from time to time, employees are given a sense of 

importance inside the business, and their best suggestions are put into practice. In addition, the 

organization benefits from fresh ideas and suggestions. It is true that in order for the business to 

grow, efforts should be made to enhance the mental toughness of the workforce; nevertheless, 

financial compensation should also be provided. Analyzing the impact of monetary and 

nonmonetary rewards on employees' performance is the primary goal. 

Keywords: incentives, working capacity, career development, monetary incentives, non-

monetary incentives, and employees' performance. 

 

1. Introduction 

The term "incentives" refers to a stimulus or motivation that propels someone to act in a desired manner. Therefore, 

a "incentive wage system" is any wage structure that encourages employees to produce more. A financial incentive 

known as incentive pay is provided to staff members who perform above the required level. One of the key 

elements in encouraging employees to work more productively and efficiently is offering incentives. A worker is 

drawn to incentives, which motivate him to work. Incentives are given to employees based on their performance 

in addition to receiving regular salary payments.  An incentive serves to inspire both individual and collective 

performance. But not all components of compensation can be tied to performance because, regardless of 

contribution, an employee needs a portion of their pay to cover their essential needs. For instance, the employee's 

basic needs are taken into account when determining basic DA and allowances. We refer to this portion of 

compensation as variable pay. Incentive pay, another name for variable pay, is determined by an employee's 

performance or value to the company. Financial rewards are provided to employees as a token of appreciation for 

their exceptional work. Rewards that change based on how differently a given outcome is achieved are known as 

incentives. Pay by result is the term used by the International Labor Office to describe incentives.  However, it is 

important to highlight the incentive payment system, which provides incentives to employees in order to increase 

output and productivity while highlighting the necessity of incentives for them. The term "incentive" is used to 

refer to the same person in a broader sense of the restricted sense of participation and financial motivation that 

has been done, in contrast to wages and salaries, which are generally fixed. Monetary and non-monetary rewards 

are examples of incentives. It is given to the employees as compensation for their outstanding work. Pay and 

salaries are comparatively fixed, but incentives differ for the same person over time and from person to person. 

"Rewards that vary according to variations in the achievement of specific results" is one definition of an incentive. 

Monetary and non-monetary rewards are examples of incentives. It is given to the employees as compensation for 

their outstanding work. Pay and salaries are comparatively fixed, but incentives differ for the same person over 

time and from person to person. "Rewards that vary according to variations in the achievement of specific results" 

is one definition of an incentive. However, money is a powerful incentive for people to work because it satisfies 

their physical and other needs and is essential to their ability to support themselves and their dependents. Common 
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people from the middle class typically place a higher value on money. An incentive encourages employees, which 

raises their spirits and pushes them to produce more and better work at the lowest possible cost. Psychological 

incentives are the main kind of incentives that keep and bolster the motivation to perform better. It is a term that 

refers to motives in an external state, the function of which is to enhance or maintain some already initiated 

activity, either in duration or intensity. According to wilms and Nickerson incentive payment refers to “all schemes 

that provide additional pay for performance in addition to regular pay for the job”. According to florence observes 

“it is any formal and declared program under which an individual, a small group, a plant work force or a firm all 

the employees of the company are partly or wholly related to some measure of productivity output”. 

objective  

The main objective of this study is to determine whether financial and non-financial incentives have a significant 

impact on workers' productivity. This is because, in certain cases, workers experience discouragement rather than 

encouragement when they receive inadequate compensation for their labor. 

 

2. Financial Performance Incentives 

Basic Pay: Basic pay is also referred to as guaranteed pay or minimum pay. While basic pay is crucial for entry-

level workers, it does not inspire employees or improve their productivity. It is but one of the factors requiring 

workers to report for duty. 

Profit Sharing: Profit sharing refers to giving employees a portion of the profit before taxes. Because of the hard 

work that employees do, the organization makes money, and employees should also benefit from this, just like 

when customers are satisfied.  

Gain Sharing: Customer satisfaction, specific growth objectives, and economic key ratios are a few examples of 

the goals that may be included in the gain sharing determinants of profit sharing for compensation, or a 

combination of them. Gain sharing may also be determined by the organization's success; nonetheless, the profit 

to total assessor ratio must be less than 50%. Gain sharing, as opposed to gain sharing, strengthens the relationship 

between pay and performance, according to Hanlon and Taylor, since the bonus payments in gain sharing systems 

have shown improvements within the particular group based on predetermined criteria. 

Incentive Rewards: Target-oriented, incentives are typically used in conjunction with rewards. The primary 

development job and its location.  

Special Rewards: Non-monetary tangible rewards, or special rewards, can be almost anything. Special rewards 

could include things like golf club memberships provided by the employer, trips, or tickets to sporting events. 

Either a bonus plan or an unexpected distribution of special prizes could be in place, or the prizes might be awarded 

in accordance with it. 

3. Non-Financial Performance Incentives 

 

Feedback: the act of providing information about specific aspects of one's job performance by an external agent 

is known as feedback. Since feedback is given in the workplace, it is a quick and effective way to motivate staff. 

One benefit of feedback is that, in addition to motivating the individual, it gives them valuable information about 

their own performance. An employee can set and accomplish goals with the assistance of feedback, which provides 

crucial information about the worker's performance.  

Participation: Employee morale will rise if suggestions are periodically solicited from them in addition to being 

advantageous for the organization. Employee participation directly linked to the growth of the organization.   

Healthy Work Environment: It is critical that employees feel comfortable at work because a healthy work 

environment is the only one where employees' efficiency is revealed and grows. It is critical for employees to 

have mental stability in order to work more efficiently, and this can only happen in a better working environment.   

Career Oriented Work: Programs focused on career development should be periodically offered by management 

to staff members in order to boost productivity and encourage more effort.  

Training: Employee productivity is undoubtedly increased by training. They stay up to date with the current 

environment and are exposed to new technologies through training as well.  

Good behaviour of Seniors: The productivity of employees is impacted by the actions of superiors or those in 

higher positions. Employees are motivated to perform well by the officers' good behaviour; however, when 

employees are under a lot of pressure to perform well, they cannot perform well under duress. 

Job Satisfaction: If provided the freedom to choose their work, employees will perform better and work with 

greater honesty and dedication. The most crucial component of an employee's performance is their job satisfaction. 

Way to Improve Employees’ Efficiency: "An incentive is a plan or program to motivate individuals to perform 

well," state Burak and Smith. An incentive can consist of a variety of non-monetary rewards or rewards for work 
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of acceptable multiply quality produced at and above a specified quantity or standard. An incentive is typically 

based on a monetary reward (incentive salary or financial bonus).  

A good monetary incentive program ought to possess the following attributes: 

 • It must be deemed acceptable by all parties involved.  

• The employee should be able to easily understand the incentive plan, which should be basic.  

• Carefully considering the plan or standard to be based upon after employing work measurement 

instruments, such as time and motion studies, work sampling, standard data, etc., is recommended.  

• The program's incentive should be sufficient and disbursed on time. 

 • The plan must be equitable and exclusive to the employer as well as the worker.  

• It shouldn't place an excessive burden on the employer or deny the employee their just compensation 

for the increased output.  

Relationship between Monetary Incentive and Employees’ Performance 

The study found a strong positive correlation between employee performance and financial incentives. This has a 

direct bearing on how well an organization performs. However, there are instances when this relationship is 

unsatisfactory, which could lower employees' performance levels.  

Relationship between Non-Monetary Incentive and Employees’ Performance 

Employee performance and non-monetary incentives are positively correlated. According to Woodruffe's (2006) 

research, non-cash rewards can spur workers to perform better on the job. 

4. Conclusion 

According to the study's findings, monetary benefits motivate workers, and there are positive, statistically 

significant differences between the performance of workers who receive basic pay, bonuses, rewards, profit 

sharing, gain sharing, etc., and those who do not. Additionally, there is a strong positive correlation between 

employee performance and non-monetary incentives. Employers motivate staff members through involvement, 

job satisfaction, career development opportunities, feedback, and other means. 

References 

[1]. Harunavamwe, M. and Kanengoni, H. (2013) The Effect of Financial and Non-Financial Rewards on 

Employee Motivation in Lower-Level Positions in Selected Retail Stores. Vol. 7(38):32–40, Alice, South 

Africa, 8.  

[2]. 2. Keller, K. (2012). A Study of Motivation: How to get your Employees Moving. (2012) SPEA Honors 

Thesis. Illinois State: 5–16 9.  

[3]. 3. Mwangu, M.A., Muhondwa, P.Y., Leshabari, M.T., and Mbembati, A.A. (2008). The Muhimbili 

National Hospital case study highlights the motivations of healthcare workers in Tanzania. Volume 5, 

Number 1, pages 32–37, East African Journal of Public Health 10.  

[4]. Ford, R., and M. Stirman (2011). inspiring your employees to deliver exceptional customer service. Hotel 

Administration School Collection: 5–10   

 


