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Abstract:

This research paper investigates the impact of salary disparity on employee performance and motivation
in public and private sectors within the Surat district of Gujarat. Through primary data collection from
employees across both sectors, the study analyzes how salary differences contribute to variations in
performance, job satisfaction, and motivation. This paper also discusses how non-monetary incentives
influence employees’ attitudes and behavior and recommends policies to minimize negative impacts of
salary disparity.
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1. Introduction:

Salary structures in public and private sectors often differ significantly, influencing employee
performance, job satisfaction, and motivation. In Surat, one of the fastest-growing urban areas in Gujarat,
this disparity becomes especially pronounced as employees from both sectors face different work
environments, expectations, and incentives. Understanding how salary differences impact employee
performance and motivation is crucial for designing effective human resource policies that improve both
job satisfaction and productivity.

This study aims to examine the effect of salary disparity between the public and private sectors on
employee performance and motivation. The key research questions include:

1. How does salary disparity influence the motivation levels of employees in both sectors?
2. What is the relationship between salary structures and employee performance in public versus
private sectors?
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2. Literature Review:

Several studies have addressed the effects of salary on employee motivation and performance, with many
concluding that competitive pay is a critical factor in enhancing productivity. Herzberg’s Two-Factor
Theory (Herzberg, 1966) highlights salary as a hygiene factor, which, though not a direct motivator, can
prevent dissatisfaction if set at appropriate levels.

In contrast, Maslow’s Hierarchy of Needs (Maslow, 1943) emphasizes the importance of financial
security in fulfilling basic needs, which then influences higher-level motivational factors such as esteem
and self-actualization. Studies comparing public and private sector employees show mixed results
regarding the role of salary in determining job satisfaction and motivation. Private sector employees often
receive higher salaries but may face greater job insecurity and pressure. Public sector employees, on the
other hand, may benefit from job security and non-monetary benefits but may feel demotivated by lower
salary scales.

3. Research Methodology:
3.1 Research Design

This research employs a mixed-method approach, combining quantitative data from surveys with
qualitative data from interviews. The survey covers a sample of 200 employees, with 100 respondents
each from the public and private sectors in Surat district.

3.2 Data Collection

« Primary Data: Collected through structured questionnaires focusing on salary levels, motivation,
and performance indicators. Semi-structured interviews were also conducted with a subset of 20
employees (10 from each sector) to gather in-depth perspectives on the impact of salary on their
work.

e Secondary Data: Included reports, previous studies, and salary structure data for public and
private sector employees in Gujarat.

3.3 Data Analysis

e Quantitative data were analyzed using statistical tools such as regression analysis to assess the
relationship between salary disparity, employee performance, and motivation.

e Qualitative data from interviews were analyzed using thematic coding to identify recurring
themes related to salary, job satisfaction, and motivation.

4. Results and Discussion:
4.1 Salary Disparity in Surat's Public and Private Sectors

The study found a significant salary gap between the public and private sectors, with private sector
employees earning, on average, 20-30% more than their public sector counterparts for comparable
positions. Public sector employees, however, cited higher job security, better retirement benefits, and
work-life balance as compensating factors.

4.2 Impact on Employee Motivation

Survey results indicate that salary disparity has a noticeable impact on employee motivation, particularly
in the private sector. Private sector employees, while motivated by higher salaries, reported higher stress
levels and concerns over job security. Public sector employees, on the other hand, showed a lower level
of financial motivation but cited intrinsic motivators such as job stability and societal contribution.
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4.3 Impact on Employee Performance

Regression analysis reveals a positive correlation between salary levels and employee performance in
both sectors. However, private sector employees reported a higher level of output and willingness to
exceed expectations, likely due to performance-based incentives. Public sector employees showed
consistent performance but were less likely to engage in extra-role behaviors or take initiatives beyond
their defined responsibilities.

4.4 Role of Non-Monetary Benefits

Non-monetary benefits, such as healthcare, pensions, and flexible working hours, emerged as significant
factors influencing employee motivation, especially in the public sector. In the private sector, employees
valued opportunities for professional growth, recognition, and bonuses as key motivators.

5. Conclusion and Recommendations:

This research confirms that salary disparity between the public and private sectors in Surat significantly
impacts employee motivation and performance. While private sector employees benefit from higher
salaries, they experience greater pressure and job insecurity. Public sector employees, though motivated
by non-monetary factors, tend to be less driven by financial incentives and show lower performance in
terms of exceeding job expectations.

5.1 Policy Recommendations

1. Bridging the Salary Gap: The government could consider revising public sector salary
structures to reduce the disparity with the private sector, especially for higher-skilled positions, to
enhance motivation and performance.

2. Focus on Non-Monetary Benefits: Employers in both sectors should enhance non-monetary
incentives such as work-life balance, professional development opportunities, and recognition
programs to boost employee satisfaction and retention.

3. Performance-Based Incentives: Introducing performance-linked incentives in the public sector
could motivate employees to engage in extra-role behaviors, thereby improving productivity and
innovation.

6. Limitations and Future Research:
This study is limited to the Surat district of Gujarat, and findings may not be generalizable to other
regions. Future research could explore sectoral differences in a larger geographical context or investigate

the role of other factors such as organizational culture and leadership in shaping employee motivation
and performance.
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