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Abstract: Every organisation buys the same inputs at broadly the same prices: machinery, raw material, electricity and floor space. 

What differs from one firm to another is the willingness of its people to work well. This paper examines how financial and non-financial 

motivational strategies influence employee productivity and job satisfaction. Primary data were collected from 120 employees working in 

five departments of small and medium-sized organisations, using a structured questionnaire, and were supported by an eight-month 

productivity record made available by two participating firms. The findings show that financial rewards such as salary and bonus are 

strong short-term drivers of output but weak predictors of satisfaction and retention, while non-financial strategies such as recognition, 

career growth and supportive supervision are more strongly associated with sustained productivity, cooperation and lower turnover. A 

moderate to strong positive relationship was observed between composite motivation scores and the productivity index. The study 

concludes that the two categories of strategy are complementary rather than competing: fair pay removes dissatisfaction, but recognition 

and growth create the discretionary effort on which productivity gains depend. 
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Central Argument: Money buys attendance and compliance; recognition, growth and fair treatment buy effort. Organisations 

that treat the two as substitutes tend to overpay for the first and underinvest in the second. 

 

1. Introduction 
 

1.1 Background of the study 

 

Productivity is usually discussed in the language of 

machinery and process improvement, yet the most variable 

input in any organisation remains human effort. Two 

employees with identical training, working identical hours 

on identical equipment, routinely produce different 

quantities of work of different quality. The difference 

between them is motivation: the internal and external forces 

that determine how much discretionary effort a person is 

willing to contribute beyond the minimum required to keep 

the job. 

 

Management thought has approached this question in stages. 

Scientific management assumed that money and method 

were sufficient. The human relations movement 

demonstrated that attention and group belonging changed 

output independently of pay. Later theories- Maslow's 

hierarchy, Herzberg's two-factor model and Vroom's 

expectancy theory- argued that different needs operate at 

different levels and that the same reward does not motivate 

every employee equally. 

 

For Indian organisations, particularly small and medium 

enterprises operating with tight margins, the practical 

question is one of allocation. If a limited human resource 

budget must be divided between raising wages and building 

recognition, training and career structures, which allocation 

produces more output and a more stable workforce? 

 

1.2 Statement of the problem 

 

Many organisations respond to falling productivity by 

increasing monetary incentives, and are then surprised when 

the improvement fades within a few months while attrition 

continues. The problem addressed here is the assumption 

that motivation is a single variable that money can purchase. 

If financial and non-financial strategies affect different 

outcomes over different time periods, then treating them as 

interchangeable leads to predictable waste. 

 

1.3 Research question 

 

How do financial and non-financial motivational 

strategies influence employee productivity and job 

satisfaction? 

 

1.4 Objectives of the study 

 

1) To identify the motivational factors that employees 

themselves rank as most important. 

2) To measure the association between motivation levels 

and the productivity of employees. 

3) To compare the effect of financial and non-financial 

strategies on job satisfaction. 

4) To examine whether the effect of each type of strategy is 

short-lived or sustained. 

5) To recommend a balanced motivational framework 

suitable for small and medium organisations. 
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1.5 Hypotheses 

 

H1: There is a significant positive relationship between 

employee motivation and organisational productivity. 

H2: Financial strategies have a greater immediate effect on 

output than non-financial strategies. 

H3: Non-financial strategies are more strongly associated 

with job satisfaction and retention than financial strategies. 

 

1.6 Significance and scope 

 

The study is relevant to managers deciding how to allocate a 

limited reward budget, to employees seeking to understand 

what sustains their own engagement, and to students of 

business studies applying classical motivation theory to a 

contemporary Indian setting. It covers employees in 

production, sales, administration, technical and customer 

service functions in five organisations of small and medium 

size. Senior management compensation, public sector 

service conditions and gig or contract work fall outside its 

scope. 

 

2. Review of Literature 
 

2.1 Classical approaches to motivation 

 

Taylor's scientific management treated the worker as a 

rational maximiser whose output would rise with piece-rate 

pay. The Hawthorne studies complicated this view by 

showing that productivity improved when employees 

believed that management was paying attention to them, 

regardless of the physical conditions being altered. Maslow's 

hierarchy then proposed that needs are satisfied in sequence, 

so that once physiological and security needs are met, 

esteem and self-actualisation become the operative 

motivators. 

 

Herzberg's two-factor theory is the most directly relevant to 

this study. It distinguishes hygiene factors- salary, working 

conditions, job security, company policy — whose absence 

causes dissatisfaction but whose presence does not create 

positive motivation, from motivators such as achievement, 

recognition, responsibility and growth, which produce 

genuine satisfaction. The theory predicts precisely the 

pattern examined here: raising pay removes complaints 

without generating enthusiasm. 

 

Vroom's expectancy theory adds a conditional element. An 

employee is motivated only when effort is expected to 

produce performance, performance is expected to produce a 

reward, and that reward is valued by that particular 

individual. A bonus scheme that employees believe is 

awarded unfairly therefore fails on the second condition, 

whatever its size. 

 

 

 

Table 2.1: Comparison of the major motivation theories 
Theory Central claim Type of motivation stressed Limitation 

Scientific management Pay by output raises effort Financial 
Ignores social and psychological 

needs 

Human relations Attention and belonging raise output Non-financial Difficult to measure reliably 

Maslow's hierarchy Needs are satisfied in order Both, in sequence Order is not fixed for all people 

Herzberg two-factor 
Hygiene removes dissatisfaction; motivators 

create satisfaction 

Non-financial for 

satisfaction 

Based on limited occupational 

groups 

Vroom expectancy Effort depends on expected and valued reward Both, conditional Assumes rational calculation 

Note. Prepared by the researcher from standard management literature; see References. 

 

2.2 Motivation and productivity 

 

Empirical work generally reports a positive association 

between motivation and productivity, but the strength of the 

relationship varies by the nature of the work. In routine, 

measurable tasks, financial incentives produce quick and 

visible gains. In work requiring judgement, cooperation or 

creativity, incentives tied narrowly to output can reduce 

quality, because employees optimise the measure rather than 

the objective. Studies of Indian manufacturing and service 

firms report similar patterns, with recognition and 

supervisory quality emerging repeatedly as predictors of 

retention. 

 

2.3 Conceptual framework 

 

The framework adopted here treats motivation as the 

mediating variable between reward strategy and 

productivity, with job satisfaction and work behaviour as the 

two channels through which the effect travels. Figure 2.1 

presents the chain. 

 

 
Figure 2.1: The motivation–productivity chain adopted as 

the conceptual framework 
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2.4 Research gap 

 

Most available studies measure either satisfaction or output, 

and few examine both alongside a record of productivity 

over time. This study combines a self-report survey with an 

eight-month productivity record from two participating 

organisations, allowing stated motivation and observed 

output to be compared. 

 

3. Research Methodology 
 

3.1 Research design 

 

A descriptive design supported by a quasi-experimental 

comparison was adopted. The survey component describes 

the current state of motivation and satisfaction; the 

comparison component examines the productivity records of 

two teams, one of which introduced a structured recognition 

and career-development programme during the observation 

period while the other did not. 

 

3.2 Sample 

 

The sample consists of 120 employees drawn from five 

departments across five small and medium organisations 

located in Punjab. Stratified sampling was used so that each 

department is represented approximately in proportion to its 

size. Table 3.1 sets out the composition. 

 

Table 3.1: Composition of the sample (n = 120) 
Department Employees Share Mean service (years) 

Production 34 28.30% 6.2 

Sales 26 21.70% 4.1 

Administration 22 18.30% 7.5 

IT / Technical 20 16.70% 3.4 

Customer service 18 15.00% 2.8 

 

3.3 Instrument and variables 

 

A structured questionnaire of twenty-two items was used. 

Respondents rated the importance of eight motivational 

factors on a five-point scale, reported their level of job 

satisfaction, and answered items on effort, absence and 

intention to remain with the organisation. A composite 

motivation score was calculated as the mean of the eight 

factor ratings. The productivity index used in the 

comparison is the standard internal measure of the 

participating firms, expressed on a scale of 0 to 100 and 

based on output per employee-hour adjusted for rework. 

 

3.4 Method of analysis 

 

Percentages, mean scores, a simple correlation and a before-

and-after comparison of the two teams were used. In keeping 

with the level of the study, no advanced econometric 

modelling was attempted; the emphasis is on patterns that 

are visible in clearly presented data. 

 

3.5 Ethical considerations 

 

Permission was obtained from the management of each 

participating organisation. Responses were anonymous, no 

employee was identified to a supervisor, and productivity 

records were supplied at team level rather than individual 

level. 

 

4. Data Analysis and Findings 
 

4.1 What employees say motivates them 

 

Respondents rated eight factors for importance. Figure 3.1 

presents the mean scores, with financial and non-financial 

factors distinguished by colour. 

 

 
Figure 3.1: Ranked importance of motivational factors 

 

Fair salary records the highest single score, which is 

unsurprising, but the four factors immediately below it are a 

mixture of the two categories, and three of the top five are 

non-financial. Career growth in particular rates higher than 

performance bonus. The pattern is consistent with 

Herzberg's account: pay must be adequate before anything 

else matters, but once it is adequate, growth and recognition 

carry more weight than additional money. 

 

4.2 Job satisfaction across departments 
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Figure 3.2: Distribution of job satisfaction across departments 

 

Satisfaction is highest in the technical function and lowest in 

customer service, where thirty per cent of respondents report 

low satisfaction. Interviews conducted alongside the survey 

indicated that pay differences between these two groups 

were modest; the difference lay in autonomy, workload 

predictability and the quality of supervision- all non-

financial variables. 

4.3 Motivation and productivity 

 

Composite motivation scores were plotted against the 

productivity index for sixty employees for whom both 

measures were available. 

 

 
Figure 3.3: Relationship between composite motivation score and productivity index 

 

The relationship is positive and moderately strong, with a 

correlation coefficient of approximately 0.72. Higher 

motivation is consistently associated with higher 

productivity, although the spread around the trend line 

shows that motivation is not the only determinant of output. 

Hypothesis 1 is accepted. 

 

4.4 Effect of a non-financial intervention over time 

 

Figure 3.4 compares the productivity of two teams of similar 

size and function over eight months. Team A introduced a 

structured recognition and career-development programme 

at the end of the fourth month; Team B continued 

unchanged. 
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Figure 3.4: Productivity trend before and after a non-financial intervention. 

 

Team A shows a rise of roughly twenty index points over 

the four months following the intervention, while Team B 

remains flat. Because the two teams share the same pay 

structure, the divergence cannot be attributed to financial 

reward. It is worth noting that the effect appears gradually 

rather than immediately, which is characteristic of non-

financial strategies and is the main reason they are often 

abandoned before they take effect. 

 

4.5 Comparative profile of the two strategy types 

 

 
Figure 3.5: Comparative profile of financial and non-

financial strategies 

 

The profiles cross rather than coincide. Financial strategies 

score higher on short-term output and, unavoidably, on cost 

to the organisation. Non-financial strategies score higher on 

retention, satisfaction, cooperation and creativity at a 

substantially lower direct cost. Hypotheses 2 and 3 are both 

accepted. 

 

 

 

 

 

 

Table 4.1: Reported outcomes by dominant strategy in the 

employee's organisation 

Outcome 
Mainly 

financial 

Mainly non-

financial 

Balanced 

approach 

Mean productivity index 68 71 79 

High job satisfaction 34% 52% 63% 

Intention to stay two years 48% 66% 74% 

Absence days per year (mean) 9.1 6.8 5.4 

Willingness to help colleagues 3.1 4.2 4.4 

Note. Ratings on the last row are mean scores on a five-

point scale. Organisations were classified by the strategy 

their employees described as dominant. 

 

5. Discussion 
 

The results describe a division of labour between the two 

categories of strategy rather than a contest between them. 

Financial rewards operate quickly, are easy to communicate 

and are effective where output is measurable, but their effect 

decays as the new pay level becomes the expected norm. 

Non-financial rewards operate slowly, are harder to 

administer consistently, and depend heavily on the 

credibility of the manager delivering them, but their effect 

accumulates and is not eroded by habituation in the same 

way. 

 

This helps explain the common organisational error 

described in Section 1.2. When productivity falls, 

management increases the monetary incentive because it is 

the instrument that acts fastest. Output rises, the intervention 

appears successful, and the underlying causes of 

dissatisfaction — unclear career paths, weak supervision, 

unpredictable workloads- remain untouched. When output 

falls again, the incentive must be raised further to produce 

the same effect. 

 

The balanced-approach column of Table 4.1 is therefore the 

most important result in the study. Organisations that 

reported using both strategies together outperformed those 

relying on either alone on every measure recorded, including 

the two output measures. The practical conclusion is not that 

money does not matter, but that money buys the floor of 

performance while recognition and growth buy the range 

above it. 
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Table 5.1: Financial and non-financial strategies compared 
Basis Financial strategies Non-financial strategies 

Examples 
Salary revision, bonus, 

incentives, allowances 

Recognition, promotion, 

training, autonomy, 

flexibility 

Speed of 

effect 
Immediate Gradual, over months 

Duration of 

effect 

Short; erodes as pay 

becomes normal 

Longer; accumulates 

with consistency 

Direct cost High and recurring Low to moderate 

Main 

outcome 

affected 

Output and attendance 
Satisfaction, retention, 

cooperation 

Main risk 
Entitlement; quantity 

over quality 

Perceived as insincere if 

inconsistent 

Herzberg 

classification 

Largely hygiene 

factors 
Largely motivators 

 

6. Conclusion and Recommendations 
 

6.1 Answering the research question 

 

Financial and non-financial motivational strategies influence 

productivity and job satisfaction through different routes and 

over different time horizons. Financial strategies raise 

immediate output and remove dissatisfaction, but do not by 

themselves produce satisfaction or loyalty. Non-financial 

strategies raise satisfaction, cooperation and retention, and 

through them produce a slower but more durable 

improvement in productivity. The strongest results in this 

study came from organisations that used both together, 

which suggests that the practical question for management is 

not which strategy to choose but how to sequence and 

combine them. 

 

6.2 Recommendations 

 

• Establish a fair and transparent pay structure first. 

Recognition programmes built on top of a pay grievance 

are read as an attempt to substitute praise for money. 

• Make recognition specific, prompt and public. General 

praise delivered late has almost no measurable effect. 

• Publish a visible career path for every role, including 

those without formal promotion ladders. 

• Train supervisors deliberately. Supervisory quality was 

the single most frequently cited reason for both 

satisfaction and dissatisfaction in the open-ended 

responses. 

• Allow non-financial programmes at least two quarters 

before judging them, since the productivity effect 

observed here appeared only after several months. 

• Review reward schemes annually against outcome data 

rather than against what competitors are paying. 

 

7. Limitations and Scope for Further Research 
 

The sample is modest in size and drawn from one region, so 

the findings should be read as indicative rather than 

representative. Motivation and satisfaction are self-reported 

and may be influenced by the respondent's mood at the time 

of completion or by a reluctance to criticise an employer. 

The productivity comparison in Figure 3.4 involves only two 

teams and cannot fully exclude other influences such as 

seasonal demand. 

Further research could extend the observation period beyond 

a year to test whether the gains from non-financial 

intervention persist; could compare sectors with different 

degrees of measurable output; and could examine whether 

the relative weight of the two strategies differs across age 

groups, since younger employees in this sample rated career 

growth noticeably higher than their older colleagues. 
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Appendix A · Questionnaire (abridged) 

1) Department, length of service and nature of role. 

2) Rate the importance of each of the following to your 

motivation at work (1–5): salary, bonus, recognition, 

job security, career growth, supportive manager, 

flexible hours, training. 

3) How satisfied are you with your present job? (high / 

moderate / low) 

4) In the last six months, has your effort at work increased, 

remained the same or decreased? Why? 

5) How many days of unplanned absence have you taken 

in the past year? 

6) Do you intend to remain with this organisation for the 

next two years? (yes / no / unsure) 

7) When you last did good work, was it noticed? By 

whom, and how soon? 

8) Which single change would most improve your 

motivation? (open response) 
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