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Executive Summary
This narrative literature review examines how performance-based pay and fixed salary systems influence employee motivation, with particular attention to their advantages, disadvantages and relevance to retail organizations. The review draws on 100 selected academic studies identified primarily through Google Scholar and analyzed thematically according to the research objectives. The findings show that both pay systems can influence employee motivation, but their effects depend on how they are designed and implemented. Performance-based pay can encourage greater effort, target achievement and extrinsic motivation when employees clearly understand performance expectations and consider rewards fair, achievable and valuable. However, it can also create pressure, competition, gaming behavior and an excessive focus on measurable or short-term outcomes. Fixed salary provides greater income stability and predictability and may support cooperation and financial security. However, it offers fewer direct financial incentives for employees to exceed expected performance levels. The review also highlights the importance of fairness, reward transparency, job design, management practices, organizational culture, recognition and autonomy. Overall, the findings suggest that employee motivation cannot be explained by the pay system alone. In retail organizations, where sales performance must be balanced with customer service and teamwork, the suitability of a pay system depends on the work context and employees' perceptions. Hybrid approaches may therefore provide an area for further research.
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               Understanding the Literature Review










[bookmark: _Toc241526666][bookmark: _Toc241527075]1.1 Introduction of a Literature Review
A literature review is a process of looking at previous research and studies related to a particular topic, understanding what other researchers have found, and critically considering their ideas and findings. It helps to show what is already known, where researchers agree or disagree, and what areas still need further investigation.
It helps researchers understand what is already known about a topic by reviewing and comparing previous studies. It should not simply describe what other researchers have found, but should also identify similarities, differences and gaps in the existing research (Snyder, 2019). Performance-based pay links employees’ earnings to their individual, team or organizational performance, while a fixed salary provides a more stable and predictable income. Research suggests that financial rewards can improve performance and motivation, but their effectiveness may depend on factors such as fairness, job type and employees’ own motivation (Lazear, 2000; Cerasoli, Nicklin and Ford, 2014). Therefore, comparing performance-based pay with fixed salary can help to understand which system is more effective in supporting employee motivation.


[bookmark: _Toc241526667][bookmark: _Toc241527076]1.2 Purpose of a Literature Review
The main purpose of this literature review is to examine previous research on performance-based pay, fixed salary and employee motivation. It helps build a clear understanding of the topic and provides a basis for addressing the research question. Previous research suggests that financial rewards can influence employee motivation and performance, although their effects can vary depending on how the reward system is designed and implemented (Gerhart, 2017; Gerhart and Fang, 2014). The review therefore considers whether performance-based pay can improve employee motivation and performance, while also examining the importance of financial stability and security associated with fixed salary systems. Research on performance-related pay shows that it can create positive incentives, but its effectiveness may depend on factors such as performance measurement, fairness, employee perceptions and the nature of the work (Gerhart and Fang, 2014). This is important because the relationship between pay and motivation is not always straightforward, and performance-based rewards can have both positive and unintended effects on employee motivation and behaviour (Gerhart and Fang, 2014; Cerasoli, Nicklin and Ford, 2014).Chen et al. (2023) found that performance-based pay can improve job performance but may also increase pressure on employees.

[bookmark: _Toc241526668][bookmark: _Toc241527077]1.3 Theoretical Discussion
Previous research provides several important theories that can help explain the relationship between pay and employee motivation. One of the most relevant theories is Expectancy Theory, developed by Vroom (1964). This theory provides a strong explanation for performance-based pay. Another theory is Equity Theory (Adams, 1965). This theory suggests that employees compare their inputs, such as effort and skills, with the rewards they receive and may also compare these with the rewards received by other employees. Self-Determination Theory provides another perspective. Kuvaas et al. (2017) provide evidence that the effects of financial incentives are not straightforward. Their findings suggest that incentive systems can interact with employees’ intrinsic motivation, meaning that organizations need to consider employees’ internal reasons for working rather than relying entirely on financial rewards. Deci, Koestner and Ryan (1999) argued that external rewards can sometimes reduce intrinsic motivation, particularly when employees feel controlled by the reward system. Promberger and Marteau (2013) further suggest that financial incentives can reduce intrinsic motivation in some circumstances, particularly when individuals are already highly motivated. Gerhart and Fang (2015) argue that the evidence from workplaces is more complicated and does not support the simple assumption that financial rewards automatically reduce intrinsic motivation. 
Based on my observation, pay does not affect every employee in the same way. Performance-based pay can motivate employees when they feel that the rewards are fair and clearly connected to their performance. On the other hand, a fixed salary can provide employees with a sense of financial stability and security. This suggests that neither system will work equally well in every situation, as its effect on motivation can depend on the employee, the type of job and the organizational environment.
[bookmark: _Toc241526669][bookmark: _Toc241527078]1.4 Research Aim
The aim of this narrative literature review is given below:
To explore how performance-based pay and fixed salary systems influence employee motivation with particular consideration of their advantages, disadvantages and relevance to retail organizations.
1.5 Research Objectives
The Research objectives are given below:
1.Identify factors for two systems like performance based pay and fixed salary.
2.To compare the advantages and disadvantages of performance-based pay and fixed salary systems in organization.
3.To evaluate the impact of performance-based pay and fixed salary systems on employee motivation.
[bookmark: _Toc241526670][bookmark: _Toc241527079]1.6 Research Questions
three research questions are given below:
1. What factors influence the effectiveness of performance-based pay and fixed salary systems?
2. What are the main advantages and disadvantages of performance-based pay and fixed salary systems in organization?
[bookmark: _Toc241526671][bookmark: _Toc241527080]3.How do performance based pay and fixed salary systems influence employee motivation.

[bookmark: _Toc241526672][bookmark: _Toc241527081]1.7 Types of Literature Reviews: 
There are several ways of carrying out a literature review, depending on the purpose of the research and the type of question being asked. Three common approaches are systematic, narrative and scoping literature reviews. A systematic literature review is a careful and organized way of looking at existing research on a particular topic. The researcher follows a clear process to find relevant studies, decide which ones to include and compare their findings. It follows a clear and structured process. The researcher normally starts with a specific research question and sets criteria for which studies should be included or excluded. Relevant studies are then searched for and assessed before the findings are brought together. This approach can provide a detailed and reliable overview of existing evidence because the process is planned and transparent (Tranfield, Denyer and Smart, 2003). A narrative literature review is a way of bringing together and discussing previous research on a particular topic. It allows the researcher to look at different ideas, findings and viewpoints and explain how they relate to each other.It is more flexible. Instead of following a very strict process, it allows the researcher to bring together relevant studies and discuss the main ideas, findings and debates around a topic. The literature can be organized into themes, making it easier to compare different views and identify areas where researchers agree or disagree. Green, Johnson and Adams (2006) explain that narrative reviews are useful for bringing together research and providing an overall understanding of a topic. This approach is particularly useful when the existing research contains different or sometimes conflicting findings. A scoping literature review is a way of exploring a topic by looking at a wide range of existing research. It helps the researcher understand what has already been studied, identify the main themes and ideas, and find areas where there is still limited research. It has a wider focus and a wide range of usage. Its main purpose is to explore what research has already been carried out in a particular area and also to identify the main concepts, evidence and research gaps. Arksey and O'Malley (2005) describe scoping reviews as a useful way of examining the range and nature of research available on a particular topic. Levac, Colquhoun and O'Brien (2010) later developed this approach further and highlighted the importance of having a clear and structured process when carrying out a scoping review. A systematic review usually focuses on a specific research question and follows a clear and structured process to find, select and assess relevant studies (Page et al., 2021). A scoping review takes a broader approach by looking at the available research to understand the main ideas, evidence and gaps within a topic (Grant and Booth, 2009). In comparison, a narrative review gives the researcher more flexibility to bring together different findings, ideas and theories and explain how they relate to each other (Grant and Booth, 2009). 

[bookmark: _Toc241526673][bookmark: _Toc241527082]1.9 Selection of Narrative Literature Review
For this study, a narrative literature review is considered suitable because it allows previous research on performance-based pay, fixed salary and employee motivation to be explored and compared. Previous studies do not always reach the same conclusions about how financial rewards affect motivation. Some research suggests that performance-based pay can encourage employees to put more effort into their work when rewards are clearly linked to performance. However, other studies identify possible disadvantages, such as increased pressure, competition, concerns about fairness and reduced intrinsic motivation (Green, Johnson and Adams, 2006).
A narrative review is useful because it allows the literature to be organized around important themes rather than discussing studies separately. For this research, key themes include financial incentives, employee motivation, fairness, job satisfaction, intrinsic and extrinsic motivation, and employee performance. This approach can help identify similarities and differences between performance-based pay and fixed salary systems and explain why a pay system may work differently in different situations.
Unlike a systematic review, a narrative review provides greater flexibility when bringing together different theories, methods and findings (Tranfield, Denyer and Smart, 2003). 
2.0 Summary
Overall, the literature suggests that neither performance-based pay nor fixed salary is always better for employee motivation. Performance-based pay can encourage employees to improve their performance by linking rewards to results (Lazear, 2000; Chen et al., 2023). However, fixed salary provides greater financial security and stability, which may be more important and play an vital role for some employees. Therefore, the most effective pay system depends on the nature of the job, how fairly performance is measured, and also what employees value. 
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[bookmark: _Toc241526674][bookmark: _Toc241527083]3.1. Introduction
Employee motivation is an important issue in organizations because it influences how employees approach their work, the effort they provide and their willingness to contribute to organizational objectives (Pinder,2014).Payis one of the most visible ways in which organizations attempt to influence employee behavior. However, the relationship between pay and motivation is more complex than simply assuming that higher or performance-related pay will always produce better motivation. Pinder (2014) explains that work motivation is influenced by both psychological processes and the context in which employees work. Similarly, Gerhart and Rynes (2004) argue that pay can be an important motivator when employees understand and value the connection between their performance and rewards. 
Two common approaches are performance-based pay (PFP) and fixed salary. Performance-based pay links some part of an employee's earnings to individual, team or organizational performance. Examples include bonuses, commissions, merit pay, piece rates and team incentives. Fixed salary provides employees with a more stable level of income that is not directly linked to short-term performance. Both systems can influence employee motivation in different ways (Gerhart and Rynes, 2003; Gupta and Shaw, 2014). 
The literature does not provide a simple answer that one system is always better than the other. For example, Lazear (2000) found that introducing performance pay was associated with substantial productivity improvements. Condly, Clark and Stolovitch (2003) similarly found generally positive effects from financial incentives, although they noted differences across contexts. However, research based on Self-Determination Theory suggests that performance-related rewards can sometimes create controlled motivation or reduce autonomous motivation when employees experience the system as controlling (Deci, 1971; Kuvaas et al., 2016).
This issue is particularly relevant to retail organisations. Retail employees may have measurable sales targets, but their work also involves customer service, teamwork, communication and maintaining relationships with customers. A compensation system that focuses heavily on individual sales may encourage effort but may also create competition or pressure. A fixed salary can provide financial stability and encourage cooperation, but it may offer less direct financial recognition for additional performance. 
Therefore, this narrative literature review explores the factors influencing both systems, their advantages and disadvantages, and their relationship with employee motivation. The 100 study literature matrix used for this review brings together research on performance pay, fixed pay, incentives, motivation, fairness, performance measurement, productivity and organizational outcomes.
[bookmark: _Toc241526675][bookmark: _Toc241527084]3.2. Methodology
[bookmark: _Toc241526676][bookmark: _Toc241527085]3.2.1. Research approach
This study uses a narrative literature review. A narrative review is selected because the purpose is not to calculate one overall statistical effect but to explore, compare and interpret findings from different studies concerning performance-based pay, fixed salary and employee motivation. The literature includes theoretical papers, reviews and empirical research conducted in different organisational contexts. 
[bookmark: _Toc241526677][bookmark: _Toc241527086]3.2.2. Identification of the 100 studies
The literature is identified primarily through Google Scholar, because it provides broad access to academic literature across management, human resource management, organisational behaviour, economics and psychology. Google Scholar is selected as the main search platform because the topic crosses several academic disciplines and therefore cannot easily be captured through one narrow subject database.The search is used combinations of keywords mentioned in the above table.Search terms are combined in different ways. For example, searches includes combinations such as “performance-based pay AND employee motivation,” “pay for performance AND work motivation,” “fixed salary AND employee motivation” and “retail sales incentives AND employee performance.” This helps to identify studies examining the two pay systems directly as well as studies explaining the motivational mechanisms behind them.
[bookmark: _Toc241526678][bookmark: _Toc241527087]3.2.3. Publication-year criteria
Publication year is considered during the selection process. Attention is given to recent and older research. However, older publications are not automatically excluded. Foundational theoretical studies are retained where they are necessary for understanding the theoretical basis of the topic. For example, Vroom's Expectancy Theory, Adams' Equity Theory, Herzberg's motivation-hygiene theory, and Deci and Ryan's work on intrinsic motivation remain important for explaining why employees may respond differently to financial rewards. Therefore, the review combines recent empirical evidence with selected foundational theoretical sources.
This distinction is important because a publication's age does not automatically determine its relevance. A recent empirical study may provide contemporary evidence, whereas an older theoretical publication may provide the original foundation for an important concept.
[bookmark: _Toc241526679][bookmark: _Toc241527088]3.2.4. Findings and analysis
Information from the selected studies is organized into a literature matrix. The matrix records the title, authors, publication year, theories, advantages, disadvantages, impact and factors which are associated with the pay systems. This structure was directly connected to the three research objectives.
The analysis is conducted through a thematic analysis of the literature. Findings from the selected studies are compared and grouped according to recurring themes relevant to the research objectives. The main themes identified are given below,
1. Motivational benefits of performance-based pay.
2. Disadvantages and risks of performance-based pay.
3. Motivational benefits of fixed salary.
4. Fairness and employee perceptions.
5. Intrinsic and extrinsic motivation.
6. Individual versus collective incentives.
7. Organizational and job-related factors.

[bookmark: _Toc241526680][bookmark: _Toc241527089]3.3. Definition of Key Terms
[bookmark: _Toc241526681][bookmark: _Toc241527090]Performance-based pay (PBP): Performance-based pay is a compensation arrangement in which some part of employee earnings depends on performance. It may be based on individual performance, team performance or organizational results. Examples include commissions, bonuses, merit pay and piece-rate systems (Lazear, 2010; Garbers and Konradt, 2014).
Fixed salary: Fixed salary refers to a stable level of regular pay provided for performing an agreed job role. Unlike performance pay, the employee's basic earnings are not normally directly dependent on short-term performance. The literature suggests that the stability of pay can be important for employees, particularly when security and predictability are valued (Herzberg, Mausner and Snyderman, 1959).
Employee motivation: Employee motivation refers to the psychological and contextual processes that influence employees' willingness to initiate and maintain effort at work. Pinder (2014) highlights the importance of both individual and workplace factors in understanding work motivation.
Effective: Effective means something that works well and achieves the result it is intended to achieve. In this research, an effective pay system means a system that can encourage employee motivation, support better work performance and help employees contribute towards organizational goals (Locke and Latham, 2002).
Intrinsic motivation: Intrinsic motivation occurs when employees engage in work because they find it interesting, meaningful or satisfying. Deci and Ryan (1985) associate high-quality intrinsic motivation with autonomy, competence and relatedness.
Extrinsic motivation: motivation occurs when behavior is influenced by external outcomes, such as financial rewards, recognition or avoiding negative consequences. Performance pay is therefore an important form of extrinsic motivation (Cerasoli, Nicklin and Ford, 2014).
Pay structure: Pay structure refers to how employee compensation is organized and distributed. Gupta and Shaw (2014) show that employee motivation can depend on pay structure and perceptions of fairness rather than simply the absolute level of pay.
[bookmark: _Toc241526682][bookmark: _Toc241527091]3.4. Thematic Discussion
[bookmark: _Toc241526683][bookmark: _Toc241527092]Theme 1: Motivational benefits of performance-based pay
A major theme in the literature is that performance-based pay can provide employees with a direct financial reason to increase effort. Expectancy Theory suggests that motivation is stronger when employees believe that effort will improve performance and that improved performance will result in valued rewards (Vroom, 1964). 
Research generally indicates that incentives can improve performance under appropriate conditions. Condly, Clark and Stolovitch (2003), for example, found positive performance effects from workplace incentives across a large body of research. More recent research indicates that the design of the incentive system matters. Performance pay may be more useful where employees understand the performance requirements and believe that the reward is genuinely connected to their results.However, PBP should not be understood as automatically increasing motivation. Gerhart (2017) notes that workplace performance-pay arrangements are often more complex than the simple individual piece-rate systems frequently examined in psychological research. Actual organizations may use subjective assessments, organizational performance measures and combinations of individual and team rewards.
[bookmark: _Toc241526684][bookmark: _Toc241527093]Theme 2: Disadvantages and risks of performance-based pay
The literature identifies several potential disadvantages. Employees may experience stress when targets are difficult or when income becomes uncertain. Strong individual incentives can also encourage competition between employees, potentially reducing cooperation.
Another concern is that employees may concentrate on measurable outcomes while giving less attention to activities that are difficult to measure. There is also a risk of gaming behaviour when employees believe that the performance measurement system can be manipulated. The effectiveness of PBP therefore depends partly on whether performance can be measured accurately and fairly. A recent review of individual and collective performance-related pay similarly identifies concerns surrounding quality, gaming, intrinsic motivation and cooperation.
Theme 3: Motivational benefits of fixed salary
Fixed salary offers a different motivational mechanism. Rather than providing a direct incentive for every additional performance outcome, it provides predictable financial security. This may reduce uncertainty and allow employees to focus on wider aspects of their work. Fixed salary can be particularly relevant where performance is difficult to measure accurately or where teamwork is important. In such circumstances, employees may cooperate without worrying that helping another employee will reduce their own financial reward. A fixed salary can also provide a foundation for intrinsic motivation because employees may experience less pressure from direct performance contingencies. However, this does not mean that fixed salary is always more motivating. A weakness of a purely fixed system is that employees may have fewer direct financial incentives to exceed expected performance levels.
[bookmark: _Toc241526685][bookmark: _Toc241527094]Theme 4: Fairness and employee perceptions
Fairness is an important factor influencing the success of both systems. Adams' (1965) Equity Theory suggests that employees compare the relationship between their inputs and outcomes with those of other people. Therefore, employees may respond negatively when they believe that rewards are distributed unfairly. For PBP, perceived fairness depends on whether performance targets are achievable, whether employees have similar opportunities to achieve them, and whether performance is assessed consistently. For fixed salary, fairness depend on whether employees believe their salary appropriately reflects their responsibilities, experience and contribution. Thus, the type of pay system alone does not determine employee motivation; employees' perceptions of fairness and transparency also matter.

[bookmark: _Toc241526686][bookmark: _Toc241527095]Theme 5: Intrinsic and extrinsic motivation
The relationship between financial rewards and intrinsic motivation remains one of the most debated areas of the literature. Self-Determination Theory distinguishes between externally controlled behaviour and more autonomous forms of motivation (Deci and Ryan, 2000).Cerasoli, Nicklin and Ford (2014), based on a large meta-analysis, found that intrinsic motivation was an important predictor of performance and that incentives and intrinsic motivation were not necessarily incompatible. They also found that incentives were more strongly related to quantity of performance, whereas intrinsic motivation was particularly relevant to quality. This distinction is important for retail organizations. Sales quantity may respond positively to commissions or bonuses, but customer service quality, problem-solving and long-term customer relationships may depend more heavily on intrinsic motivation and organizational support.

[bookmark: _Toc241526687][bookmark: _Toc241527096]Theme 6: Individual versus collective incentives
The literature distinguishes between individual and collective incentives. Individual PBP rewards employees according to their own performance, whereas collective incentives reward employees based on team or organizational performance. Individual incentives is appropriate where individual performance can be clearly measured. Collective rewards can therefore support teamwork more effectively in some circumstances. Recent review evidence suggests that collective performance-related systems can be associated with higher performance in some settings, although the evidence base concerning mechanisms such as cooperation and free-riding remains limited.
[bookmark: _Toc241526688][bookmark: _Toc241527097]Theme 7: Organizational and job-related factors
The effectiveness of a pay system depends heavily on context. Important factors include the nature of the job, performance measurability, organizational culture, management practices, employee preferences, teamwork, target difficulty and the transparency of reward decisions. For example, PBP is easier to implement where sales performance can be measured objectively. In contrast, fixed salary is more appropriate where performance depends on cooperation or where individual contributions are difficult to isolate. This supports the argument that the question should not simply be whether PBP or fixed salary is inherently effective. Instead, effectiveness depends on the fit between the reward system, the work and the motivational needs of employees.
[bookmark: _Toc241526689][bookmark: _Toc241527098]3.5. Critical Comparison of Studies
The literature does not provide a consistent argument that one pay system is universally effective. Instead, the findings reveal several areas of agreement and disagreement. Some studies emphasize the incentive effect of PBP. From this perspective, financial rewards provide a clear signal about organizational priorities and can encourage greater effort. Other research places greater emphasis on the possible negative consequences of excessive performance pressure and argues that intrinsic motivation, autonomy and fairness should not be overlooked.
Gerhart and Fang (2015) critically challenge the idea that performance pay necessarily damages intrinsic motivation, arguing that workplace evidence does not provide strong support for some of the commonly repeated negative claims. In contrast, research informed by Self-Determination Theory highlights the possibility that controlling reward structures can affect psychological need satisfaction.
The difference between these perspectives suggests that the design and context of PBP are important. A transparent reward system with achievable targets may produce different outcomes from a highly competitive system with poorly designed measures. The evidence also suggests that performance quantity and performance quality should be distinguished. Cerasoli et al. (2014) found that incentives were particularly useful for quantity, whereas intrinsic motivation was more strongly related to quality. This distinction has direct relevance to retail because increasing sales volume is not necessarily the same as improving customer service.
Fixed salary has its own advantages and disadvantages. It provides stability and may encourage cooperation, but it offers fewer direct incentives for employees to exceed expected performance levels. Therefore, the comparison should be understood as a trade-off between different motivational mechanisms rather than a simple choice between a “good” and “bad” system.


[bookmark: _Toc241526690][bookmark: _Toc241527099]3.6. Discussion
[bookmark: _Toc241526691][bookmark: _Toc241527100]Objective 1, The findings identify several factors associated with the effectiveness of both systems. These include performance measurement, reward transparency, fairness, target difficulty, job design, organizational culture, teamwork, employee preferences, management practices and the type of performance being measured. For PBP, the connection between effort, performance and reward is particularly important. Employees need to understand what is expected and believe that they have a realistic opportunity to achieve the reward. For fixed salary, factors such as job security, fairness, salary adequacy and opportunities for development are particularly relevant. Therefore, the findings suggest that organizational and job-related factors can influence the motivational consequences of either system.
[bookmark: _Toc241526692][bookmark: _Toc241527101]Objective 2, The comparison indicates that PBP can provide stronger direct incentives, target focus and potentially higher effort, while its risks include pressure, competition, gaming, perceived unfairness and excessive focus on measurable outcomes. Fixed salary provides stability, predictability, reduced income uncertainty and potentially stronger support for cooperation, but it may provide fewer direct incentives for exceptional performance.
[bookmark: _Toc241526693][bookmark: _Toc241527102]Objective 3, The findings indicate that both systems can influence motivation through different mechanisms. PBP mainly provides an external incentive and may strengthen extrinsic motivation when employees value the reward and perceive the system as fair and achievable. Fixed salary influences motivation more indirectly through financial security, predictability and the employment relationship. However, fixed salary alone does not guarantee high motivation. Employees may still require recognition, autonomy, development opportunities, supportive management and meaningful work.
Overall, the literature indicates that motivation is multidimensional. The impact of pay cannot be separated completely from the wider work environment.

[bookmark: _Toc241526694][bookmark: _Toc241527103]3.7. Research Gaps
More research is needed to understand how employees experience different pay systems in their everyday working lives. Furthermore, there is a need for more research on service quality and customer relationships, rather than focusing primarily on sales quantity. This is particularly important in retail because successful performance involves more than simply achieving sales targets. The literature could provide greater attention to employee perceptions of fairness and transparency. Two organizations may use similar incentive systems but produce different motivational outcomes because employees perceive the systems differently. Finally, there is a need for more research examining hybrid reward systems that combine a stable salary with performance-related incentives. Such systems may be particularly relevant to retail because they can potentially address both financial security and performance incentives.
[bookmark: _Toc241526695][bookmark: _Toc241527104]3.8. Future Research Directions
Future research could investigate how employees experience PBP and fixed salary systems through qualitative interviews and focus groups. This would provide deeper insight into how employees understand fairness, pressure, security and motivation. Longitudinal studies will also be useful because motivation can change over time. A performance bonus initially increase effort but have different consequences if employees experience continuous target pressure.
Future studies will compare different organizational environments including supermarkets, fashion retailers, department stores, factory and industry. Such research could examine whether the effectiveness of different pay systems changes according to job type, customer interaction and the measurability of performance.  Another important direction is research into hybrid pay systems. Future studies will examine whether combining fixed salary with moderate performance-based rewards will be able to provide both financial security and incentives for improved performance. Finally, future research will distinguish between quantity and quality of performance. This distinction is supported by Cerasoli et al. (2014), whose findings suggest that incentives and intrinsic motivation may contribute differently to different forms of performance.
[bookmark: _Toc241526696][bookmark: _Toc241527105]3.9. Conclusion
This narrative literature review examined how performance-based pay and fixed salary systems influence employee motivation. The review of 100 studies shows that neither system is effective in every situation. Performance-based pay can encourage employee effort, target achievement and extrinsic motivation when rewards are clear and fair. However, it may also create pressure, unhealthy competition and a focus on short-term results. In contrast, fixed salary provides greater income stability and may support teamwork and employee well-being, although it provides fewer direct financial incentives for improving measurable performance.
Overall, the findings suggest that employee motivation is influenced by more than pay alone. Factors such as fairness, recognition, autonomy, job design and organizational culture also matter. This is particularly relevant in retail, where employees need to balance sales targets with customer service and teamwork.Therefore, the key issue is not which pay system is universally better, but how and when each system can support employee motivation and organizational outcomes.
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