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Adams’' Equity Theory

Adams' Equity Theory, developed by J. Stacey Adams in 1963, is a
foundational concept in organizational behavior and human resource
management. It posits that employees are motivated not just by
absolute rewards but by the perceived fairness of those rewards relative
to their inputs and compared to others. This theory underscores the
importance of equity and justice in the workplace, influencing employee
satisfaction, motivation, and performance.(neuroworx.io)

Core Concepts of Adams' Equity Theory

At its essence, Adams' Equity Theory revolves around the balance
between an individual's inputs and outcomes:(geeksforgeeks.org)

Inputs: These are the contributions an employee brings to their job,
including time, effort, skills, experience, education, and
loyalty.(en.wikipedia.org)

Outcomes: These are the rewards an employee receives, such as salary,
benefits, recognition, promotions, and personal growth opportunities.

Employees assess the fairness of their work situation by comparing their
input-outcome ratio to that of referent others—colleagues in similar
positions or roles. If they perceive an imbalance, it can lead to feelings of
inequity, prompting them to restore balance through various
means.(en.wikipedia.org, geeksforgeeks.org)
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Merits of Adams' Equity Theory

Emphasis on Fairness: The theory highlights the critical role of
perceived fairness in employee motivation. When employees feel they
are treated equitably, they are more likely to be satisfied and committed
to their organization.

Predictive Power: It offers insights into employee behavior, explaining
why individuals may become demotivated or disengaged when they
perceive inequity.(vantagecircle.com)

Applicability Across Contexts: Beyond salary, the theory applies to
various workplace scenarios, including recognition, workload
distribution, and resource allocation.

Guidance for Managers: It provides a framework for managers to
design fair compensation and reward systems, fostering a positive
organizational culture.(geeksforgeeks.org)

Demerits of Adams' Equity Theory

Subjectivity in Perceptions: What one employee perceives as fair may
differ from another's perception, making it challenging to assess and
address equity consistently.

Limited Scope: The theory primarily focuses on distributive justice
(fairness of outcomes) and may not fully account for procedural justice
(fairness of processes) or interactional justice (quality of interpersonal
treatment).(en.wikipedia.orqg)

Assumption of Rationality: It assumes that employees make rational
comparisons and decisions, which may not always hold true given the
complexities of human behavior.


https://www.vantagecircle.com/en/blog/equity-theory/?utm_source=chatgpt.com
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Neglect of Individual Differences: The theory doesn't adequately
consider individual differences in equity sensitivity—some employees
may be more tolerant of inequity than others.(geeksforgeeks.org)

Practical Implications and Case Study

Scenario: In a mid-sized tech company, two software developers, Alex
and Jordan, have similar qualifications and responsibilities. However, Alex
discovers that Jordan receives a higher salary.

Application of Equity Theory:

Perceived Inequity: Alex perceives an imbalance in the input-outcome

ratio compared to Jordan.

Emotional Response: Feelings of frustration and demotivation may
arise.(en.wikipedia.org)

Behavioral Adjustments: Alex might reduce effort, seek a raise, or
consider leaving the company.(geeksforgeeks.org)

Managerial Action:

Assessment: The manager should evaluate the compensation structure
and ensure transparency in pay decisions.(en.wikipedia.org)

Communication: Engaging in open dialogue with Alex to understand
concerns and provide clarity can help restore a sense of
equity.(neuroworx.io)

Conclusion

Adams' Equity Theory offers valuable insights into the dynamics of
workplace motivation and fairness. By recognizing the importance of
perceived equity, organizations can foster a more motivated, satisfied,
and productive workforce. However, it's essential to consider the theory's
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limitations and complement it with other motivational frameworks to
address the multifaceted nature of human behavior in organizational
settings.(neuroworx.io, geeksforgeeks.org)



https://www.neuroworx.io/magazine/adams-equity-theory-of-employee-motivation/?utm_source=chatgpt.com
https://www.geeksforgeeks.org/adams-equity-theory-concept-merits-and-demerits/?utm_source=chatgpt.com

Rudy C Tarumingkeng: Adams' equity Thesry
0. Stacey Adams, 1963)

Here is a comprehensive and formal elaboration of Adams' Equity
Theory in English, suitable for academic, managerial, and pedagogical
contexts.

Adams' Equity Theory: A Psychological Framework
for Understanding Workplace Motivation

1. Background and Historical Context

Adams' Equity Theory was introduced in 1963 by J. Stacey Adams, a
behavioral psychologist working in organizational contexts. The theory
emerged from his observations that employee motivation is not merely
about absolute rewards or pay but how fair those rewards are
perceived, especially in relation to others.

Rooted in social comparison theory and cognitive dissonance theory,
Adams' approach provides a powerful lens for understanding how
people interpret justice in the workplace and how those interpretations
impact behavior.

2. Core Concepts: Inputs, Outcomes, and Social Comparison

Adams proposed that employees continuously evaluate the balance
between what they contribute to their job (inputs) and what they
receive in return (outcomes). These are then compared to the input-
output ratios of “referent others” (colleagues, peers, or industry
standards).

Inputs may include:
Time, effort, and energy

Educational background
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Work experience and seniority

Skills, creativity, and problem-solving

Loyalty and emotional investment
Outcomes may include:

Salary and financial compensation

Bonuses and benefits

Recognition and status

Promotion opportunities

Learning and personal development

The equity formula is:
Equity Ratio = Outcomes / Inputs
This ratio is then compared to others:
If the ratios are equal, the employee perceives equity.

If the employee’s ratio is lower than others, they feel under-rewarded
(negative inequity).

If it's higher, they may feel guilt or over-rewarded (positive inequity).

3. Reactions to Inequity

When inequity is perceived, employees may attempt to restore balance
by:

Reducing inputs (e.g., working less, disengaging).
Increasing outcomes (e.g., requesting a raise or promotion).

Altering perceptions of inputs/outcomes (rationalizing the difference).
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Changing the referent other (comparing themselves to someone else).

Leaving the situation (resignation, internal transfer, or exit).

This adjustment reflects a drive toward restoring psychological equity,
which affects motivation, job satisfaction, and organizational loyalty.

4. Strengths (Merits) of the Theory

No Strength Explanation
1 Emphasizes Highlights the role of perceived justice as a core
" Fairness component of motivation.
Explains . - : ,
Useful in predicting disengagement, conflict, or
2. Workplace dissatisfaction due to perceived inequit
Behavior P quiy:
. Can be used to understand inequities in
Applicable Beyond iy a "
3. workload, recognition, access to opportunities,
Pay
etc.
Encourages transparent, equitable reward
4. Guides HR Policy systems and inclusive communication

strategies.

5. Weaknesses (Demerits) of the Theory

No Limitation Explanation

1.

Perceptions of fairness vary by individual;
Subjective Perceptions what is "fair" to one may not be to
another.
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No Limitation Explanation
5 Measurement Inputs and outcomes are often qualitative
" Challenges and hard to quantify objectively.

] Employees may not always act rationally
Assumes Rational . . - :
3. or logically in perceiving and responding

Comparison , ,
to Inequity.

Overlooks Cultural & Equity sensitivity differs: some tolerate
Individual Differences inequity more than others.

6. Case Study Example (Narrative)

Scenario: In a digital startup based in Jakarta, two software developers—
Alex and Jordan—are hired with similar roles and experience. However,
Alex finds out that Jordan is paid 20% more due to prior international
experience.

Application of Equity Theory:
Perceived Inequity: Alex feels unfairly treated despite equal work.
Emotional Reaction: Frustration, disappointment, demotivation.

Behavioral Reaction: Alex reduces effort, avoids extra assignments, and
starts job searching.

Managerial Intervention:

A one-on-one meeting is held to discuss the salary difference
transparently.

The manager offers Alex a professional development program to build
international skills, with a clear path to salary revision.

Outcome:

10
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Perceived fairness is restored through open communication and
development opportunity, improving morale and performance.

7. Practical Implications
a. For Human Resource Managers:

Conduct regular fairness audits of pay, promotions, and
recognitions.

Ensure transparency in performance evaluations and rewards.

Use tools like salary benchmarking, peer comparisons, and
anonymous surveys to gauge perceptions.

b. For Leaders and Team Managers:
Understand that fairness is perceived, not always objective.
Provide clarity in how decisions are made.

Offer recognition equitably, including non-monetary forms (praise,
autonomy, learning opportunities).

c. In Cross-Cultural Environments:

Recognize that in collectivist cultures (e.g., Indonesia), fairness may
be more tied to group harmony than individual outcomes.

Cultural norms may affect whether employees voice inequity or
internalize it silently.

8. Integration with Other Theories

Herzberg's Two-Factor Theory: Equity affects “hygiene factors” (like
pay) which can cause dissatisfaction.

11
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Vroom'’s Expectancy Theory: Perceived fairness influences the expected
value of outcomes.

Organizational Justice Theory (Greenberg): Adds two other types of
justice—procedural (fairness of process) and interactional (fairness in
communication).

9. Conclusion

Adams' Equity Theory remains a cornerstone in understanding
workplace motivation. It reminds us that justice is not about equality,
but about proportional fairness—rewarding individuals relative to what
they contribute. When organizations align rewards fairly and
communicate transparently, they cultivate trust, engagement, and
long-term retention.

On the other hand, perceived inequity, even if not factual, can lead to
damaging consequences like burnout, attrition, or internal conflict.

Thus, leaders and HR professionals must manage perceptions just as
much as they manage compensation structures.

B Glossary

Term Definition

Equity Fairness in proportion to contribution

Inputs What an employee gives: time, skill, effort
Outcomes What an employee gets: pay, status, rewards

Referent Other The person or group used for comparison

Inequity A state of perceived unfairness or imbalance

12
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b Suggested Readings

Adams, J. S. (1963). Toward an Understanding of Inequity. Journal of
Abnormal and Social Psychology.

Greenberg, J. (1990). Organizational Justice: Yesterday, Today, and
Tomorrow.

Robbins, S. P. & Judge, T. A. (2019). Organizational Behavior. Pearson.

Colquitt, J. A. et al. (2001). Dimensions of Organizational Justice. Academy
of Management Journal.
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Teaching Module: Adams' Equity Theory

1. Introduction

Adams' Equity Theory, introduced in 1963 by J. Stacey Adams, provides a
psychological framework for understanding motivation in the workplace.
The theory suggests that individuals assess fairness in the workplace by
comparing the ratio of their inputs (efforts) to outcomes (rewards)
against those of others (referent others).

2. Core Concepts

The Equity Theory revolves around three key elements:

- Inputs: Efforts such as time, skills, education, and loyalty.

- Outcomes: Rewards such as salary, recognition, and promotions.

- Referent Comparison: Benchmarking one's input-output ratio with that
of others.

3. Responses to Perceived Inequity

When employees perceive inequity, they may:
- Reduce inputs (e.g., lower effort).

- Increase outcomes (e.g., request a raise).

- Change perceptions.

- Change referent others.

- Leave the organization.

4. Merits of the Theory

- Highlights the importance of fairness in motivation.
- Applies across various workplace scenarios.

- Offers predictive insights into employee behavior.

- Encourages transparency in management practices.

5. Demerits of the Theory

14
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- Subjective nature of fairness perceptions.

- Challenges in quantifying inputs and outcomes.

- Assumes rational behavior.

- Does not address cultural and individual differences adequately.

6. Case Study Example

Scenario: Two software engineers with similar roles find differences in
their salaries. One employee, feeling under-rewarded, reduces effort and
begins seeking new employment. Management intervenes with
transparency and development opportunities, restoring equity and
motivation.

7. Practical Implications

- HR should ensure transparent and fair reward systems.
- Leaders should recognize the importance of perceived justice.
- Organizations must consider cultural and contextual factors when

applying equity principles.

8. Integration with Other Theories

- Herzberg's Two-Factor Theory: Equity affects hygiene factors.

- Vroom'’s Expectancy Theory: Perceived fairness influences motivation.

- Greenberg’s Organizational Justice Theory: Adds procedural and
interactional fairness dimensions.

9. Conclusion

Equity Theory provides a critical perspective on how fairness influences
employee motivation. Understanding and managing equity perceptions
can lead to a more engaged and productive workforce.

10. Glossary

Equity: Proportional fairness in treatment and reward.
Inputs: Employee contributions like effort, skill, and time.
Outcomes: Rewards received for contributions.

15
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Referent Other: Comparison benchmark.
Inequity: Perceived imbalance in input-output ratios.

16
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ADAMS’ EQUITY THEORY
Core Concept P

Employees compare their inputs a
and outcomes to those of .

referent others to assess equity -

Inputs

Contributions such as effort, w iy
experience, and education 6 @
Outcomes ®

Rewards such as pay, recognition,

and promotion /\ /\
Equity

Equity exists when the ratio of P

inputs to outcomes is balanced

Inequity -

Inequity occurs when there is an ' 3
imbalance, leading to perceived
underreward or overreward . A

Reactions to Inequity

« Employees may adjust therir inputs .

+ Employees may seek changes
to their outcomes

« Employees may change their referent others

la
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Let's further elaborate on Adams’ Equity Theory in a comprehensive
and nuanced academic narrative. This explanation will provide deeper
theoretical grounding, practical implications, interdisciplinary
connections, and strategic relevance—especially in the contexts of
organizational behavior, HRM, and motivational psychology.

@ Adams’ Equity Theory: A Deeper Psychological
and Organizational Perspective

l. Theoretical Foundations: Justice as a Motivational Driver

At its core, Adams’ Equity Theory is rooted in social exchange theory
and cognitive dissonance theory. It challenges the notion that humans
are only motivated by the absolute magnitude of reward. Instead, the
theory emphasizes that motivation is socially constructed and
relational. Employees constantly make judgments about whether they
are treated fairly, not just whether they are rewarded sufficiently.

Key Premise:

People are motivated to achieve and maintain perceived fairness
(equity) between the contributions they bring to a job (inputs) and the
rewards they receive (outcomes), especially in comparison to others
(referent others).

This implies a psychological contract—an unspoken agreement
between employees and employers—based not only on task-related
expectations but also on perceived fairness in the workplace.

18
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2] 1. The Equity Ratio Equation (Formal Representation)

To formalize:

. Outcomess)r  Outcomespiher
Equity = ——" """~ ———F——

Inputs, - Inputs ..

Where:
Inputs: time, effort, loyalty, education, skills, risk
Outcomes: pay, recognition, promotion, job security, learning

If the employee perceives a balance, they feel fairly treated and are
more likely to be engaged. If the ratios deviate, inequity is perceived—
triggering stress, dissatisfaction, and behavioral adjustments.

lll. Forms of Equity and Inequity

There are three primary equity states:

Equity State Description

Equity Perceived fairness; motivation is stable
Negative : . :

9 ) “I receive less than others” — dissatisfaction, anger
Inequity
Positive “I receive more than others” — guilt, discomfort
Inequity (sometimes ignored or rationalized)

Negative inequity is more motivationally powerful—people are more
likely to act when they feel under-rewarded than over-rewarded.

19
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‘s IV. Psychological and Behavioral Responses to Inequity

Employees try to restore equity through:

Adjustment
Examples
Type
Behavioral Reduce effort, ask for a raise, resign
Reframe the value of their inputs (“My experience is
Cognitive puts "My exp

rare”), rationalize outcomes
Comparative Choose a different referent other
Contextual Exit Change jobs or teams to restore perceived balance

These reactions are subconscious coping mechanisms to reduce the
cognitive dissonance generated by perceived unfairness.

@ V. Interdisciplinary Insights

1. Psychology:

Equity theory intersects with expectancy theory, goal-setting theory,
and Herzberg's two-factor theory—all exploring how perceptions
influence motivation.

2. Sociology:
It relates to theories of social justice, symbolic interactionism, and
social comparison.

3. Organizational Theory:
Modern equity thinking is extended by Greenberg’s Organizational
Justice Framework, which includes:

Distributive justice: fairness of outcomes

Procedural justice: fairness of processes

20
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Interactional justice: fairness in communication and treatment

8 VI. Real-World Application: Scenarios and Impacts
v Corporate Example:

A junior analyst in a financial firm discovers that a colleague with similar
tenure and productivity receives better bonuses. Despite similar
performance evaluations, the discrepancy breeds resentment and
disengagement. The analyst starts withholding extra effort and begins
job hunting.

v Academic Example:

Two lecturers with similar research outputs receive differing workloads
and research grants. The one who feels unfairly treated may reduce their
teaching commitment or disengage from academic communities.

v Cross-Cultural Workplace:

In collectivist societies (e.g., Indonesia, Japan), inequity may not be
confronted directly but is internalized, leading to passive withdrawal,
silence, or eventual turnover. In contrast, individualistic cultures may
prompt vocal confrontation or negotiation.

~~ VII. Strategic Implications for Leaders and HR Managers

Audit Fairness Regularly: Conduct perception-based equity audits to
detect inequity before it escalates.

Promote Pay Transparency: While sensitive, limited transparency in
reward systems builds trust.

Implement Procedural Fairness: Make promotion and bonus criteria
clear and consistent.

21
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Use Multiple Referent Groups: Be aware that employees compare
themselves to internal and external peers.

Foster Communication: Clear and empathetic communication can often
resolve perceived inequities without needing monetary adjustment.

=} VIIL. Integration with Digital HR Tools

In the age of Al and digital HR systems, algorithmic fairness becomes
vital. If Al-powered promotions or compensation tools are seen as
biased, perceptions of injustice may multiply—calling for human
oversight to preserve trust.

Example: A digital appraisal system that rewards only those with visible
project roles may be perceived as unfair by backend contributors,
impacting team cohesion.

B IX. Limitations Revisited

While highly influential, Equity Theory has limitations:

Limitation Explanation

Subjectivity Fairness is perceptual and varies among individuals
Cultural bias Assumes Western, individualistic norms of fairness
Ignores emotion Focuses on cognition more than affective states

Static Does not account for dynamic changes in
comparison expectations over time

22
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X. Conclusion: Why Equity Still Matters

In an era of diversity, remote work, and algorithmic management, the
psychological perception of fairness is more crucial than ever. While
the tools of reward have evolved, the fundamental human need for
fairness remains unchanged.

Adams' Equity Theory reminds us that management is not just about
giving more—but about giving justly.

It is a call to:

Understand what employees value
Recognize their unique contributions
Communicate transparently

Build cultures where equity drives engagement

23
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ADAMS’ EQUITY THEORY

KEY PREMISE
People are motivated to achieve ad maintain percei-
ved fairness between their contributions and rew-
vards, especially relative to others

A 4

4 )
INPUTS EQUITY RATIO
(Time, effort, experience, etc.) Outcumes / Inputs
OUTCOMES  REFERENT OTHER Outcumes/inputs
(Pay,recqgm|t|on, (Comparison T tarers
promotion, etc.) person/group)
4 - ;
PERCEIVED EQUITY OR INEQUITY REACTIONS
Assessing the balance between ¢ TO INEQUITY
one’s own inputs and outcomes and e Altern inputs or
L those of the referent other ! outcomes
l * Change onne’s
r ~ perception of self
INTERDISCIPLINARY INSIGHTS or referent.
Expectancy, Goal-Setting, and * Select a different
Organizational Justice Theories ephase referent other
perceptions of fairness e | eave the situation
\_ J U J
~ l N )
INTERDISCIPLI- EQUITY POSITIVE
INARY Ratios are equal INEQUITY
INSIGHTS Referent ratio
Expectancy, Goal- NEGATIVE INEQUITY is lower
$ett!ng, and Or_gan- Referent ratio is higher - <
izational Justice

. J

Theories emphasiz
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Here is a detailed Glossary of Key Terms related to Adams’ Equity
Theory, suitable for academic use, training, or inclusion in teaching

modules:

I} Glossary: Adams’ Equity Theory

Term

Equity Theory

Inputs

Outcomes

Referent Other

Equity

Inequity

Definition

A motivation theory by J. Stacey Adams that posits
individuals are driven by the perception of fairness in
the ratio between their inputs and outcomes.

The contributions an individual brings to the job,
such as effort, time, education, skills, experience, and
commitment.

The rewards received from the job, including salary,
recognition, benefits, promotions, and learning
opportunities.

The person or group against whom an individual
compares their input—output ratio to evaluate
fairness.

A state of perceived fairness when one's input—
output ratio is similar to that of a referent other.

A perception that one’s input—-output ratio is unequal
compared to others, leading to a sense of being
over-rewarded or under-rewarded.

25



Term

Negative
Inequity

Positive Inequity

Equity Ratio

Cognitive
Dissonance

Social
Comparison
Theory

Behavioral
Adjustment

Perceptual
Adjustment

Distributive
Justice

Procedural
Justice

Interactional
Justice

Rudy C Tarumingkeng: Adams' equity Thesry
0. Stacey Adams, 1963)

Definition

A situation in which an individual perceives being
under-rewarded compared to their referent other.

A condition where an individual perceives being
over-rewarded, which can cause guilt or cognitive
discomfort.

A comparison formula: Outcomes + Inputs, used to
assess fairness. The ratio is then compared to that of
the referent other.

A psychological state of tension arising when one
perceives inconsistency between personal
contributions and received rewards.

The idea that people determine their own social and
personal worth based on how they stack up against
others.

Actions taken to restore equity, such as reducing
effort, seeking a raise, or changing jobs.

Changing the mental evaluation of one’s own inputs
or outcomes to justify the perceived inequity.

The perceived fairness of the outcomes received.
The perceived fairness of the processes used to
determine outcomes.

The perceived fairness of interpersonal treatment and
communication within the workplace.

26
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Equity
Sensitivity

Psychological
Contract
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Definition

Individual differences in tolerance for inequity—some
people are more sensitive to perceived unfairness
than others.

The unspoken, informal understanding between
employer and employee regarding expectations and
fairness.

27
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Here is a formal Bibliography for Adams’ Equity Theory, formatted in
APA style and suitable for academic writing, teaching modules, or
training materials.

Lk Bibliography: Adams’ Equity Theory

Adams, J. S. (1963). Toward an Understanding of Inequity. Journal of
Abnormal and Social Psychology, 67(5), 422—-436.
https://doi.org/10.1037/h0040968

Greenberg, J. (1990). Organizational Justice: Yesterday, Today, and
Tomorrow. Journal of Management, 16(2), 399-432.
https://doi.org/10.1177/014920639001600208

Colquitt, J. A., Conlon, D. E., Wesson, M. J., Porter, C. O. L. H., & Ng,
K. Y. (2001). Justice at the Millennium: A Meta-Analytic Review of 25 Years
of Organizational Justice Research. Journal of Applied Psychology, 86(3),
425-445,

https://doi.org/10.1037/0021-9010.86.3.425

Robbins, S. P, & Judge, T. A. (2019). Organizational Behavior (18th ed.).
Pearson Education.

Luthans, F. (2011). Organizational Behavior: An Evidence-Based Approach
(12th ed.). McGraw-Hill Education.

Scholl, R. W. (2002). Equity Theory. University of Rhode Island. Retrieved
from:
http://web.uri.edu/research-admin/equity-theory/

Miner, J. B. (2005). Organizational Behavior I: Essential Theories of
Motivation and Leadership. M. E. Sharpe.

GeeksforGeeks. (2023). Adams' Equity Theory: Concept, Merits and
Demerits. Retrieved from:

28


https://doi.org/10.1037/h0040968
https://doi.org/10.1177/014920639001600208
https://doi.org/10.1037/0021-9010.86.3.425
http://web.uri.edu/research-admin/equity-theory/

Rudy C Tarumingkeng: Adams' equity Theory
0. Stacey Adams, 1963)

https://www.geeksforgeeks.org/adams-equity-theory-concept-merits-
and-demerits/

Newstrom, J. W., & Davis, K. (2002). Organizational Behavior: Human
Behavior at Work (11th ed.). McGraw-Hill/Irwin.

Kopilot:

ChatGPT 40 (2025). Access date: 5 Juni 2025. Prompting by Rudy C
Tarumingkeng on Writer's account. https://chatgpt.com/c/6840da8b-
9580-8013-86a4-edcb540a3582

29


https://www.geeksforgeeks.org/adams-equity-theory-concept-merits-and-demerits/
https://www.geeksforgeeks.org/adams-equity-theory-concept-merits-and-demerits/
https://rudyct.com/cv.pdf
https://rudyct.com/cv.pdf

Rudy C Tarumingkeng: Adams' equity Thesry
0. Stacey Adams, 1963)

SLIDES

Adams’ Equity Theory

1. Introduction
- Developed by J. Stacey Adams in 1963
- Focuses on perceived fairness in workplace motivation

- Employees compare input-output ratio to others

2. Core Concepts
- Inputs: Time, effort, experience, education
- Outcomes: Pay, recognition, promotion
- Referent Other: Peer for comparison

- Equity Ratio = Outcomes / Inputs

3. States of Equity
- Equity: Ratios are equal
- Negative Inequity: Under-rewarded

- Positive Inequity: Over-rewarded (may lead to guilt)

4. Reactions to Perceived Inequity
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- Adjust inputs or outcomes
- Change perception of self or referent
- Select a new referent other

- Exit the situation

5. Practical Implications
- Fair reward systems are essential
- Perception of fairness affects motivation and engagement
- Transparent communication is key

- Monitor and address perceptions proactively

6. Integration with Other Theories
- Herzberg’s Two-Factor Theory
- Vroom'’s Expectancy Theory
- Greenberg’s Organizational Justice

- Social Comparison and Cognitive Dissonance Theories

7. Case Study Example
- Two engineers with similar roles, but different pay
- One feels under-rewarded - reduces effort

- Manager intervenes with transparency and development plan
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8. Conclusion
- Equity Theory emphasizes fairness as a key driver of motivation
- Managing perceptions is as important as managing rewards

- Supports long-term engagement and retention
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