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INTRODUCTION

Abstract

One of the most important human resource management practices for employee
motivation, organizational justice and sustainable organizational performance is
seen to be the pay equity. But the mechanisms by which pay equity might affect
employee performance are still somewhat disjointed, especially in the context of
pay transparency. This paper builds a conceptual framework by synthesizing from
literature the scholarship on pay equity, pay transparency and employee
performance. The study is guided by three theories namely, Equity Theory,
Organizational Justice Theory and the Social Exchange Theory, and it focuses on
job roles and responsibilities, compensation policies and gender fairness to
determine equivalent compensation practices and how pay transparency plays a
role in impacting the performance of the employees. The design of the research in
this study was qualitative with the qualitative theoretical research design and the
technique in analyzing the secondary literature was content matrix analysis. The
synthesis shows that transparent compensation practices lead to increased
perceived fairness, trust and employee commitment, which translate into improved
employee outcomes with respect to employee performance. The suggested
framework also provides theoretical explanations for future empirical research and
provides practical suggestions for organizations that want to develop fair and
transparent compensation mechanisms.

Compensation management has become an
integral part of a company's strategy to enhance
employee performance, promote fairness, and
remain competitive in today's fast-changing
business environment. To date, compensation is
no longer perceived as a simple tool for rewarding
employees, but as a strategic HR practice with an
impact on employee motivation, organizational
commitment and trust. There is recent evidence
that equitable compensation systems foster
positive employee attitudes because they match

the employee's value to the organization and their
contributions to it (Lyons & Zhang, 2023).
Likewise, Duchini et al. (2024) state that
companies implementing fair and open pay
policies have a greater chance of improving
employees'  psychological ~ contracts  and
minimizing inequities in the workplace. Abbas et
al. (2025) also highlight the importance of pay
systems that align employee pay with work
responsibilities and performance, which increases
productivity and employee engagement. The
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changes indicate that compensation strategies
have grown more than a mere financial incentive,
and are an integral component of an organization's
sustainability and the effectiveness of its workers.
Pay equity is one of the most important factors
influencing employees' behavior among the
different dimensions of  compensation
management because it is an indicator of
perception of fairness in the organization's reward
structure. Studies indicate that compensation is
not only looked at in terms of the dollar amount,
it is also considered in relation to how it is paid to
other similar employees with similar duties and
responsibilities. According to Mensi-Klarbach and
Risberg (2022), fair compensation can boost
workers' sense of justice and boost trust in
management. Similarly, Kim (2022) found that
when there is transparency about compensation,
employees' perceptions of fairness increase,
leading to greater engagement and individual
performance. Bear et al. (2023) also state that
when organizations have transparent pay systems,
they have fewer reports of favoritism and more
employee trust since pay decisions become more
understandable and justifiable. All these results
suggest that fairness in compensation is more
meaningful when accompanied by transparency in
organizational compensation practices.

While the topic of pay equity has garnered more
and more interest, there are still less than cohesive
explanations in the literature as to how paying
people fairly leads to better performance. As
employees expect that their compensation is
proportional to the work they do and
responsibilities they take, some research studies
highlight clearly defined job roles and
responsibilities as the basis to build equitable
compensation (Ullah et al., 2023). Another group
of researchers consider compensation policies as
the main factor affecting fairness and believe that
having a standard criterion and/or performance-
based criterion to determine salary decreases the
discrepancies in making decisions (Rasool &
Malik, 2022). Much focus has also been given to
gender fairness, especially in developing countries
where gender pay gaps are a long-standing issue
within the organization. While there are signs of
progress in women's labour force participation,

gender-based wage disparities persist and remain
to affect employee motivation and perceptions of
justice, according to Khaskheli et al. (2024).
Likewise, Faizan and Khan (2022) state that the
enforcement of regulations is weak, and informal
compensations are not effectively implemented in
many private institutions, which hinders the
proper application of equitable compensation
systems. These studies offer important data on
specific areas of pay equity but are not usually
written to convey how the dimensions interact to
affect employee performance via explicit
compensation approaches.

Knowing that this is a theoretical gap, a conceptual
framework was developed in this study by
synthesizing the current literature to explain the
relationship between pay equity and employee
performance using the mediation of pay
transparency. The study is conducted in a
qualitative  theoretical approach, which is
systematic, reviewing and synthesizing the latest
scholarly evidence that was found by using the
content matrix analysis. Research in the past years
has increasingly acknowledged transparency as a
strategic capability of an organization, which helps
to build fairness perceptions, increase employee
trust, and increase organizational commitment
(Tenhidld et al.,, 2024). Further, Patel (2024)
recommends that transparent salary systems help
minimize employee turnover and increase
employee stability by eliminating ambiguity and
confusion about compensation. In addition,
Kibria et al. (2024) note that theoretical models
are still needed in developing economies that can
combine the concepts of compensation fairness
and organizational transparency to respond to the
ongoing institutional and cultural issues. This
paper synthesizes these modern views within a
single conceptual framework and builds on the
compensation management literature to inform
and enhance future empirical research on
equitable and transparent compensation systems.

Research Aim

This study focuses on building a theoretical model
that links pay transparency and employee
performance, and synthesizes the literature
available to explain this link.
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Research Objectives

° To synthesize current literature regarding
the notions of pay equity, pay transparency and
employee performance.

° To understand how the mediation works
in enhancing the link between pay equity and
employee performance through pay transparency.
. To build a solid theoretical background
that incorporates the latest theory and practical
research related to pay equity, pay transparency,
and employee performance.

° To suggest ideas for future research and
implications for theory.

Literature Review

It has been the subject of recent research
scholarship as a strategic HRM practice, not only
in terms of equal pay, but also in fairness,
consistency, and objectivity of the reward systems
in the organization. Modern studies, however, do
not just seek wage equality, but compensation that
is linked to an employee's job function, skills and
tasks, and role within the organization. Fair and
equitable compensation boosts workers' trust in
the  decision-making  process within  an
organisation by minimising the likelihood of bias
and inconsistencies in the process to make
decisions (Lyons & Zhang, 2023). Likewise,
Duchini et al. (2024) showed that clear and fair
pay models help to strengthen the psychological
contract between employees and the organization,
which in turn improves the level of trust and
commitment among employees and the
organization. Similarly, Abbas et al. (2025) found
that when pay is aligned with the level of
responsibility and expectations for employees,
their motivation and productivity are increased.
Overall, these results indicate that pay equity is a
strategic tool that helps to foster employee well-
being and organizational effectiveness.

The modern literature suggests that job roles and
responsibilities, compensation policies, and
gender fairness are the main facets of the
organization's efforts to create fair compensation
systems. A strong correlation between job
responsibilities and measurable performance
expectations with compensation is more likely to
be seen as fair by employees. Those who report a

high degree of job contentment and positive
organizational behaviours have more positive
perceptions of the alignment between work tasks
and pay (Ullah et al., 2023). Similarly, Rasool and
Malik (2022) highlighted that a standardised
compensation policy has a positive impact on
procedural justice perceptions as it reduces
discretionary compensation decisions. With the
strong interconnection of pay inequity with
employee morale and organizational justice,
gender fairness has proven to be a critical factor in
predicting pay inequity. In line with this,
Khaskheli et al. (2024) observed that gender wage
disparities are still a major issue within private
organizations, especially in less institutionalized
areas of the developing world. To support this,
Mensi-Klarbach and Risberg (2022) argue that
companies that use gender-neutral pay have a
higher level of trust amongst employees and a
more perceived feeling of fairness. Together, these
dimensions illustrate that equity in compensation
is a function of organization's compensation
policies, not just individual compensation
decisions.

While fair compensation can be the base for fair
compensation  systems, rtecent research is
beginning to suggest that a high level of pay
transparency is  important to  successful
compensation. Pay transparency helps workers
grasp how salaries are decided, which helps
minimize ambiguity regarding organization's pay
decisions. Kim (2022) found that when employees
perceive that they are being fairly treated, it
positively and strongly influences their work
engagement. Similarly, Bear et al. (2023) found
that lack of pay transparency can lead to a bias
towards favouritism as employees are less aware of
what is being considered for payment and what
performance is being rewarded. Tenhiild et al.
(2024) also found that transparency in procedures
produces a climate of trust, openness and ongoing
improvement in the workplace. On the other
hand, in many developing countries, employees
have less confidence in the compensation system,
even though there are formal compensation
policies, and opaque compensation practices are
still observed, Faizan and Khan (2022) noted.

These results imply that pay transparency is an
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important process for translating fair pay into
good outcomes for employees.

The role of employees in terms of organizational
fairness and open HR practices has also been
studied. In addition to monetary rewards, workers
now consider organizational support in terms of a
fair compensation process and managerial
decision making. The clear reward system is
associated with reduced employee attrition,
according to Patel (2024), which boosts trust in
business procedures and future prospects. Aman
et al. (2025) also found that the fair compensation
systems have a positive effect on employee
satisfaction, motivation, and the productivity of
the organization, resulting in a decrease in
grievances and an increase in commitment to the
organization. Similarly, Abbas et al. (2025)
determined that when there is an objective nature
in the compensation decisions and a consistent
and common approach toward similar job
positions, the performance increases. The findings
suggest that not only salary level but also the
fairness, transparency, and organizational justice
perceived by the employees, as part of
compensation systems, has an impact on employee
performance.

Overall, the reviewed literature shows a general
trend of researchers that pay equity and pay
transparency are intricately linked with employee
performance; however, certain gaps in theory
remain. Research to date focuses almost
exclusively on job roles, salary policies, gender
justice, and pay transparency as distinct factors,
with little focus on how these factors work
together in a single conceptualization to affect
employees' job performance. Kibria et al. (2024)
highlight the importance of having contextually
appropriate  models that reconcile modern
compensation systems and transparency in the
organization, especially in developing economies
that have institutional and cultural challenges. In
addition, recent research has urged for more
theoretical integration that can reveal the
mechanisms by which fair remuneration will be
associated with better employee outcomes
(Duchini et al., 2024). In response to this, the
current research of this study summarizes the latest

literature and presents a complete theoretical
model with pay transparency as the key
intermediary between pay equity and employee
performance. The conceptual model offers both a
more solid basis for empirical studies in the future
and expands the existing knowledge in the field of
strategic compensation management.

Methodology

The design of this study is qualitative with
theoretical research approach that uses the result
of secondary data reading and synthesis to get and
analyze information or data. The study does not
involve primary data collection, but rather builds
a concept of the relationship between pay equity,
pay transparency and employee performance
through the critical analysis of recent peer-
reviewed journal articles from 2022 to 2026.
Theoretically relevant literature was chosen for its
theoretical relevance to compensation
management, pay equity, pay transparency,
organizational justice and employee performance.
The chosen studies were reviewed systematically
and organized into different themes through
content matrix analysis such as job roles and
responsibilities, compensation policies, gender
fairness, pay transparency and employee
performance. Commonalities, distinctions, and
reoccurring theoretical themes were uncovered
and merged together to create an overall
conceptual structure. This approach allowed the
consolidation of the various elements of evidence,
the identification of gaps in previous studies and
the development of hypotheses and propositions
with a theoretical background for empirical
testing.

Content Matrix Analysis

The synthesis of contemporary literature on pay
equity, pay transparency and employee
performance is presented in Table 1. The analysis
uncovers themes that emerge from the studies
conducted over the past four years (2022-2026)
and brings together the conclusions of these
studies to artfully explain the theoretical
relationships that are a part of the conceptual
framework for this analysis.
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Table 1. Content Matrix Analysis of Contemporary Literature

Theme

Job Roles and

Responsibilities

Compensation
Policies

Gender Fairness

Pay
Transparency

Employee
Performance

Developing
Country
Context

Key Evidence from Literature

Employees perceive
compensation as fair when
salaries correspond to workload,
role complexity, competencies,
and responsibilities. Clear role
definitions reduce ambiguity
and acceptance of
compensation decisions.

improve

Standardized and performance-
based compensation policies
enhance fairness, reduce
managerial  discretion, and
improve employee confidence
in organizational ~ reward
systems.
Gender-neutral compensation
systems reduce wage disparities,
strengthen organizational
justice, and improve employee
trust and inclusiveness.

salary
and compensation

Transparency in
structures
procedures improves employees'
understanding ~ of
decisions, increases trust, and

reward

reduces perceptions of
favoritism.
Fair and transparent

compensation systems improve
employee
commitment, engagement,
productivity, and organizational
citizenship behaviour.

motivation,

Weak institutional
enforcement, informal
compensation practices, and
cultural norms continue to limit
equitable and  transparent
compensation implementation.

Representative
Studies

Ullah et al. (2023);
Igbal et al. (2022);
Kibria et al. (2024)

Rasool and Malik
(2022); Faizan and
Khan (2022); Igbal
et al. (2022)

Mensi-Klarbach and
Risberg (2022);
Khaskheli et al.
(2024); Malik and
Akram (2024)

Kim (2022); Bear et
al. (2023); Tenhiila
et al. (2024); Lyons
and Zhang (2023)

Abbas et al. (2025);
Aman et al. (2025);
Duchini et al.
(2024); Patel (2024)

Faizan and Khan
(2022); Khaskheli et
al. (2024); Kibria et
al. (2024)

Synthesized Interpretation

Clearly defined job roles
establish the foundation of
pay equity by ensuring that
compensation reflects the
actual value of employees'
contributions.

Formal compensation
policies strengthen
equitable reward allocation
and create greater
consistency across
organizational

compensation practices.
Gender fairness represents a
fundamental dimension of
pay equity because equal
compensation enhances
organizational  legitimacy
and employee morale.

Pay transparency
strengthens employees'
perceptions of procedural

and distributive fairness,
making equitable
compensation practices
more credible and
acceptable.

Employee performance
improves when
compensation systems
combine  fairness  with
transparency, thereby
encouraging greater
commitment and

discretionary effort.
Institutional and cultural
factors ~ moderate  the
successful implementation
of pay equity, highlighting
the need for context-specific
compensation strategies in
developing economies.
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Interpretation of the Content Matrix

The content matrix analysis illustrates that there is
a high level of agreement in the literature that
equitable compensation is significant in
enhancing employee performance. All the
reviewed studies confirm that pay equity is not just
about equal pay, but also involves equity in the job
evaluation, in compensation policies and in
gender-neutral approaches to reward. In various
organizational settings, workers' attitudes toward
pay were more favorable when jobs were fairly
rewarded for objective job demands and
measurable job performance, indicating that
reasonably allocating rewards fostered trust and
motivation within the organization.

The research also finds that pay transparency is
most consistently identified as a mechanism
connecting equitable pay with positive employee
outcomes. Recent research highlights that
transparency is critical for making employees
aware of the rationale behind the compensation
decision, which decreases uncertainty, favoritism
and conflicts in the organization. Transparency is
not an HR practice in its own right, but it does
strengthen the two types of fairness - distributive
and procedural - which help build trust in
management and organizational commitment
among employees.

In addition, the literature reviewed indicates that
companies that have adopted a consistent
compensation  strategy or gender  blind
compensation systems have higher rates of
employee satisfaction and engagement. On the
other hand, research in developing countries has
found that the informal compensation practices,
lax laws and regulations, and cultural attitudes
towards reporting wages persist as factors that
hinder fair compensation systems. The key
contextual factors are the reasons for the very
different implementation of pay equity across
organizational and national contexts.

Overall, all the synthesized evidence shows that
job roles and responsibilities, compensation
policies and gender fairness all play a role in the
relationship between pay equity and employee
performance, and that pay transparency reinforces
the positive relationship between pay equity and
employee performance. The themes that emerge

from the literature support the hypotheses
proposed and also form a logical basis for
empirical testing.

Findings and Discussion

The content matrix analysis illustrates the
development of pay equity as a strategic aspect of
compensation management, instead of being just
an equal pay measure. The reviewed literature
consistently suggests that fair compensation
systems enhance employees' perceptions of
fairness by connecting compensation to the value,
responsibilities, competencies and contributions
of the organisation. The latest evidence also
indicates  that  organizations  with  fair
compensation systems will find that employees feel
more committed to the organizations, feel more
motivated, and more trusted by the organization if
the compensation system is seen as objective and
not discretionary. The cross-over found in the
literature reviewed indicates that pay equity is the
cornerstone of sustainable pay practices and
reiterates the findings of other authors that the
practice of working towards pay equity has a direct
impact on improving employee performance
(Abbas et al., 2025; Duchini et al., 2024; Mensi-
Klarbach & Risberg, 2022).

The second significant finding has to do with the
multi-faceted aspects of pay equity. The analysis
revealed that these three aspects of job roles and
responsibilities, compensation policies, and
gender fairness are indeed the main factors that
impact equitable compensation systems. Setting
clear job duties helps organizations to match
compensation to what employees actually do, and
standardizes pay policies, which minimizes the
inconsistencies that are created by managers'
discretion.  Similarly, in  the literature,
compensation justice and employee trust in
compensation systems are seen as key benefits that
can be achieved through genderneutral
compensation practices. These results supported
the first three hypotheses by highlighting that
equitable compensation is set by using objective
job evaluation, formal compensation policies and
inclusive reward practices, with no single
compensation decision making it alone (Khaskheli
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et al., 2024; Rasool & Malik, 2022; Ullah et al.,
2023).

Pay transparency is also noted as the most
important mechanism linking pay equity and
employee performance. In the studies reviewed,
transparency was found to have consistently
improved employee knowledge of salary
structures, the process for distribution of rewards
and the organization's compensation decisions
based on performance. The open communication
of compensation procedures was associated with
employees' perception of greater trust in
management, less feeling favored, and higher
acceptance of compensation results. Opaque
compensation methods, on the other hand, were
linked to wuncertainty, lack of trust and
engagement among employees. The results
support the proposed mediating effect of pay
transparency as they show that equitable
compensation  fosters better organisational
outcomes if employees have a clear understanding
of the process of deciding and implementing
compensation (Bear et al., 2023; Kim, 2022;
Tenhiili et al., 2024).

Another pattern that emerged is the context-
specific issues that impact compensation
management in  developing
Organizations are coming to the realisation of the
significance of compensation that is equitable and
transparent, however, weaknesses within the
institution, cultural norms and informal
compensation practices are still a barrier to
implementation. The literature reviewed revealed
that many private organizations are still making
decisions based on discretion for salaries and
limited disclosure of pay, thus decreasing
employees' confidence in organizational fairness.
Such barriers are especially noticeable when
regulation is lax and compensation policies are not
well-mestablished or enforced. Thus, with the
success of pay equity, the commitment of the
organization is not enough, instead, institutional
environments that enable transparency and
accountability in compensation systems are also

economies.

responsibilities, compensation policies, and
gender fairness all play a role in improving
perceptions of pay equity, and that pay
transparency further enhances the positive effects
of these factors on perceptions of pay equity.
Employee's reactions have been shown to be more
favourable when the compensation systems are
seen as being fair, transparent and consistently
applied. Pay transparency should, therefore, be
considered not just an  organizational
communication  practice, but a strategic
competence that can translate an equitable
compensation into better motivation,
organizational commitment and employee
performances. These results offer theoretical
grounding for all of the hypotheses proposed, and
serve as a broad base for further empirical studies
of compensation management across a variety of
organizational settings.

Theoretical Implications

The study is a major contribution to the
compensation management literature as it is able
to integrate the often-disparate perspectives on pay
equity, pay transparency and employee
performance into a cohesive conceptual
framework. Previous studies have largely focused
on one of these constructs at a time, however, in
this synthesis, pay transparency is found to be a key
theoretical mechanism that drives the relationship
between pay equity and employee performance.
The study also advances the current scholarship
on compensation, with the idea of pay equity
being a multifaceted phenomenon, comprising
job tasks and responsibilities, compensation
policies and gender equity. The paper draws on
the latest evidence (2022-2026) and presents the
most up-to-date theory on how both fair and fair
compensation systems together lead to positive
organizational justice, trust in the organization,
and employee performance. The proposed
framework outlined here is a basis to support
further empirical research on compensation in
other cultures and other organizations other than

required (Faizan & Khan, 2022; Kibria et al., Western  cultures,  especially  developing
2024; Khaskheli et al., 2024). economies.

Synthesized results generally support the proposed

conceptual framework, showing that job roles and
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Practical Implications

The results have several implications for HR
practitioners, management and policy makers.
Compensation policies need to be consistent -
compensation needs to be based on clearly
measurable job performance, job competencies
and responsibilities. HR managers need to make
salary packages, promotion practices, performance
appraisals more transparent, to reduce uncertainty
and increase employees' confidence.
Organizations should also ensure that they have a
pay scale system that is neutral towards gender,
which can help reduce the gender pay gaps and
make the workplace more inclusive. At the same
time, policy makers should facilitate the
development of firms' compensation guidelines,
which will help improve the transparency and
accountability of compensation, especially in
private sector firms in developing economies
where compensation is largely informal.

Recommendations

The study recommends the creation of formal
compensation systems that also explicitly connect
the job responsibilities to compensation and
performance outcomes. To enhance pay
transparency, employers should ensure that pay is
more public and that expectations regarding pay
policies, pay ranges, and promotion criteria are
communicated to employees. HR departments can
use pay equity audits as a useful resource to
regularly review inequities and remove them
between the pay of men and women and between
job positions. The implementation of clear
decision making and payment systems should also
be encouraged and training and awareness
building of employees and managers should also
be initiated. Last but not least, organizations need
to constantly evaluate and adjust remuneration
structures in line with changing organizational
goals, expectations, and new HRM practices.

Limitations

There are a number of limitations in this study.
The first is that it is a theoretical study, and the
only primary literature has been used in this paper
is secondary literature; therefore, to support the
conceptual model in an empirical manner, it could

not be formed through this paper. Second, all the
literature synthesis is for literature published
between 2022-2026, which may not include prior
statements of the theory of compensation
management. Thirdly, the results of the studies
examined are based on their type and are not
necessarily representative of the differences
between industries and countries in compensation
practices. Last, the theoretical constructs
employed in this study lead to the conclusion that
the relationships proposed are to be considered
theoretical propositions, and tested empirically.

Future Research Directions

It is recommended that future research test the
proposed  conceptual  framework  through
empirical designs (quantitative, qualitative and/or
mixed) across various organizational sectors and in
various national and cultural contexts. The
researchers can also perform structural equation
analysis for examining and verifying the mediation
effect of this study's hypothesized theoretical
relationships. Data about the role of institutional
and cultural context on the compensation process
may be gathered by comparing developed and
developing economies, which can also offer more
data about how compensation for equitable pay is
calculated. Additionally, the mediators and
moderators such as organizational culture,
leadership style, employee trust, psychological
contract and organizational justice could be
explored in future research for a better
understanding of the relationship between pay
equity and employee performance. A longitudinal
study is also recommended that will enable a
retrospective review and assessment of the
attitudes of the employees and the performance of
the organization over time with regard to the
impact of a clear compensation system.

Conclusion

This study was designed to build a theory to
explain the link between pay equity and employee
performance with the mediation of pay
transparency. The study adopted a literature
review method to gather the key elements of pay
equity, namely job roles and responsibilities,
compensation policies and gender fairness in
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order to analyze the synergistic effect of these three
elements on employee performance. The
implementation of pay transparency also was
found to enhance employees' perceptions of
fairness, organizational trust and commitment,
which leads to the better functioning of equitable
pay systems. The conceptual framework is valuable
contribution to the existing literature of
compensation management as it comes together
various theoretical aspects in a way that leads to a
model and framework to understand the impact of
fairness and transparency to boost the employees
outcomes. While the framework was not
implemented in the real world, it provides a solid
base for future studies and it is a very useful tool
for those organisations who wish to develop an
equitable, transparent and performance-based
payment system that can enable them to be
sustainable over the long term.
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