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Background & Purpose: In today’s business environment, delayed payment of wages and | appas Nargesian

benefits has emerged as one of the major challenges facing compensation systems, potentially
leading to adverse consequences for employees’ attitudes and behaviors, including turnover
intention. Accordingly, this study was conducted to examine the effect of delayed payment of | o A ihors
wages and benefits on turnover intention, with pay-for-performance as a moderating variable.

Methodology: This study is applied in terms of its purpose and descriptive-correlational in terms
of its nature and methodology. The statistical population comprised employees of companies
operating in the information technology industry who had experienced delays in receiving their
wages and benefits. Data were collected from 226 participants using a standardized questionnaire
and were analyzed using structural equation modeling (SEM) and multi-group analysis (MGA) in
AMOS software.

Findings: The findings revealed that delayed payment of wages and benefits has a positive and
significant effect on employees’ turnover intention. Furthermore, the results of the multi-group
analysis indicated that the effect of delayed payment on turnover intention was positive and
significant in both groups of employees with low and high levels of pay-for-performance.

Conclusion: The findings indicate that delayed payment of wages and benefits may be an
influential factor in employees’ turnover intention in the information technology industry.
Theoretically, this study contributes to the accumulation of knowledge in the fields of
compensation and employee turnover by providing empirical evidence on the behavioral
consequences of delayed payments. Practically, the findings underscore the importance of
designing compensation systems that emphasize timely payment, reliability, and transparency, | zeceived:

while also maintaining a clear link between employee performance and rewards. June 22, 2025
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Extended Abstract

Background & Purpose

Timely payment of wages and benefits is a fundamental requirement of an effective compensation system. When
an organization delays fulfilling its financial obligations, employees may interpret the situation as a sign of
declining organizational reliability or a disruption in the employment relationship. Such experiences may have
consequential implications in the information technology (IT) industry, where retaining specialized employees and
organizational knowledge is particularly important. Although previous research has examined compensation and
employee turnover, the relationship between delayed payment and turnover intention—particularly when pay-for-
performance is considered simultaneously—has received limited attention in Iran’s IT industry. Pay-for-
performance links part of employees’ compensation to their performance or work outcomes and may therefore
shape their responses to payment delays. However, the presence of such a system does not necessarily offset the
consequences of failing to pay wages and benefits on time. This study examined the effect of delayed payment of
wages and benefits on employees’ turnover intention and tested the moderating role of pay-for-performance among
employees in Iran’s IT industry.

Methodology

This applied study employed a quantitative, descriptive-correlational design. The target population consisted of
employees of companies operating in Iran’s IT industry who had experienced delays in receiving wages or benefits.
Convenience sampling was used, yielding 226 usable questionnaires. Data were collected using a standardized
questionnaire with a five-point Likert scale ranging from “strongly disagree” to “strongly agree.” The instrument
covered delayed payment, pay-for-performance, turnover intention, and respondents’ demographic and
employment characteristics. Data were analyzed using SPSS and AMOS. Descriptive statistics were used to
summarize the sample and study variables, while data distribution was assessed using normality tests and skewness
and kurtosis indicators. Structural equation modeling was then used to test the hypothesized relationship between
delayed payment and turnover intention. To examine the moderating role of pay-for-performance, respondents
were divided according to the mean score of this variable into low (n = 122) and high (n = 104) groups. The
structural path coefficients were compared through multi-group analysis.

Findings

The overall structural model demonstrated good fit according to the reported indices (CMIN/DF = 0.969, CFI =
1.000, TLI =1.004, IFI = 1.003, and RMSEA = 0.000). The results supported the first hypothesis: delayed payment
of wages and benefits was positively and significantly associated with turnover intention (standardized coefficient
B = 0.523, unstandardized coefficient B = 0.816, standard error = 0.146, critical ratio = 5.594, p < 0.001). Delayed
payment explained 27.4% of the variance in turnover intention (R? = 0.274). In other words, respondents who
reported greater delays in receiving wages and benefits also reported a stronger intention to leave their
organization. This finding suggests that payment timing is not merely an administrative or financial matter; it is
also associated with employees’ evaluations of the employment relationship. The multi-group analysis showed that
the path from delayed payment to turnover intention was positive and statistically significant in both the low and
high pay-for-performance groups. In the low pay-for-performance group (n = 122), the standardized coefficient was
B=0.436 (B =0.678, standard error = 0.201, critical ratio = 3.377, p < 0.001, and R> = 0.190). In the high pay-for-
performance group (n = 104), the standardized coefficient was = 0.604 (B =0.919, standard error = 0.201, critical
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ratio = 4.581, p < 0.001, and R? = 0.365). Although the path coefficient was numerically larger in the high pay-for-
performance group, the article reports that the difference between the two paths was not statistically significant.
Accordingly, the second hypothesis, which proposed a moderating role for pay-for-performance, was not
supported. The findings do not indicate that pay-for-performance weakens the relationship between delayed
payment and turnover intention; rather, a positive relationship was observed at both levels of pay-for-performance.
The numerical difference between the coefficients should therefore be treated as descriptive and cannot be regarded
as conclusive evidence that pay-for-performance strengthens the relationship.

Conclusion

The findings indicate that delayed payment of wages and benefits is associated with employees’ turnover intention
in Iran’s IT industry. Moreover, the presence of, or a stronger perception of, pay-for-performance did not
significantly alter the relationship between delayed payment and turnover intention. Regular and reliable payment
should therefore be regarded as a fundamental responsibility of compensation management. Organizations should
not assume that performance-related rewards can substitute for the timely payment of ordinary wages and benefits.
Theoretically, these findings contribute to the literature on compensation and turnover intention, particularly in a
context where delayed payment and pay-for-performance are considered together. Equity theory and psychological
contract theory offer possible frameworks for interpreting this relationship: employees may view payment delays as
an imbalance between their contributions and rewards or as the failure to fulfill an important organizational
obligation. However, these mechanisms were not directly measured in this study and should be understood as
theoretical explanations rather than tested mediators. Expectancy theory may also inform discussion of the link
between performance and rewards, but this study does not establish it as the mechanism underlying differences
between the groups.

Practically, IT companies should prioritize the timely payment of wages and benefits. If delays are
unavoidable, organizations should communicate their reasons and expected payment dates transparently and
promptly, and make the criteria governing pay-for-performance systems clear and understandable. Such systems
should not replace the fulfillment of basic payment obligations. Future research could use longitudinal designs and
examine variables such as perceived justice, organizational trust, psychological contract breach, performance
appraisal transparency, and compensation satisfaction to clarify the mechanisms linking delayed payment with
turnover intention.

Keywords: Delayed payment; Pay-for-performance; Turnover intention; Compensation system
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