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ABSTRACT

The issues of unfairness rewards that can affect the employee’s performance makes this study aims to examine the
effect and relationship between intrinsic and extrinsic on employee performance with mediator of distributive justice
at full-fledged Islamic banks in Malaysia. Besides, the equity theory is used since it has relations in explaining the
rewards and employee performance with mediation of distributive justice as well as in the methodology, a
questionnaire (5-Likert Scale) is designed to collect relevant data and the minimum required sample size in this study
needs about 77 respondents. The data will be analysed using Statistical Package for the Social Sciences (SPSS) and
Partial Least Square-Structural Equation Modelling (PLS-SEM) analysis. The population that will be chosen is the
employees from executive, non-executive and managerial positions who work with Islamic Banks in Malaysia (Sabah
states). The findings revealed that both rewards (extrinsic and intrinsic) and employee performance has a significant
effect and relationship to distributive justice as a mediator variable. To ensure equitable and equal distribution of
rewards among employees, organizations should establish their policies, organizational structures, and reward
systems. This will undoubtedly improve the organization's growth and goodwill. The organizations should design their
policies, organizational structures and reward systems that ensure just and fair based distribution of rewards among
employees and it surely led to enhance the goodwill and growth of organization.
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1.0 INTRODUCTION

Every organization in the modern business world aims to gain a competitive edge in its operations by
making effective and efficient use of its resources, including its workforce, which is its most valuable asset
and plays a critical role in achieving organizational growth through their dedication and performance
(Sureephong & Dahlan, 2020). However, with increasing workplace challenges, criteria for success, and
attainment of planned goals, businesses and institutions must retain their employees, particularly those who
have gained expertise in their field of work within a specific work environment. Recently, with the growth
of technology, the customer has become explicitly aware of the commercial and service areas, requiring
organizations to choose competencies and talents from among these consumers (Mohammed & Farah,
2022).

Banks are entities that raise public funds in the form of savings and transfer them to the public in credit or
another form to improve the community's standard of living (Adriani, 2021). There are two types of banks:
commercial banks and Islamic banks (Ali et al., 2020). This study is focused with Islamic banks, which
operate on the Shariah Act, although various principles are supplied to generate the following profits, such
as profit-sharing, purchasing, selling, leasing, services, and so on. Banks' ability to generate huge profits is
also heavily influenced by the performance of internal parties such as human resources, capital utilization,
and customer relations, as well as external parties such as consumer loyalty to the bank. Banks, as
intermediary institutions, must be able to produce good performance to gain public trust (Edy, 2020). Sharia
banking business operations are fundamentally an expansion of banking services for those who require and
wish to pay incentives that are not based on the interest system that has been defined in Islamic law
(Imamuddin et al., 2020).

Furthermore, challenges in employee performance related to a lack of employee participation in decision-
making, poor working environment, etc. (Ismail et al., 2015). The existence of unfair rewards
implementation that can lead to a dampening in moral, reduced engagement in the organizations, and an
increase in the desire to leave the organization, especially in Islamic banking (Orajaka, 2021).

Aside from that, businesses' inequality in distributive rewards may have an impact on employee
performance (Okechukwu et al., 2014). Employees with low salaries may feel injustice of several kinds at
work (Kristen et al., 2015). When they are paid reduced salaries, they will find it challenging to meet their
fundamental financial necessities. This issue could be more concerning if Islamic banks, who are fully
committed to adopting Islamic principles in their business operations and workplace, commit injustice
against their employees (Ayub, 2019). In addition, when individuals think that what they contribute much
exceeds what they get from the organizations, there is an issue with the reward management system, and
this could lose their commitment to the organization as well as damage their performance (Okoli et al.,
2020). Furthermore, there aren't much research on banking in Malaysia's Human Resource Management
(HRM) sector, particularly when it comes to fully operational Islamic banks. Furthermore, most earlier
studies focused only on Islamic leadership, Islamic marketing, and Islamic finance and accounting. This is
further corroborated by Rana and Malik's (2017) findings that the issue of employee performance and
rewards in fully operational Islamic banks has only been touched upon in a small number of studies.

Numerous research into the relationship between rewards and employee performance have also been
conducted; some of these studies have discovered a strong positive correlation. Despite such findings, some
researchers discovered a negative effect, which suggests that the empirical study varies from a positive to
a negligible negative relationship and is inconsistent. There are some gaps in the literature that make this
study interesting. Employees of Islamic banks have received less attention when it comes to managing their
performance and implementing awards (Hamir et al., 2018). Samal (2019) also suggested that future studies
on the banking sector (Islamic banks) should restructure human resources management since it is critical
to the contribution of employees to the banks' overall expansion. Additionally, in order to strengthen the
generalizability of the findings, Akter et al. (2020) recommended that researchers carry out a similar study
with other sectors that rely on service industries, such as banking sectors.

In the modern banking industry, employee performance is crucial to the success of the company, especially
in fully operational Islamic banks. Motivational techniques are frequently used to improve performance
and include both intrinsic (like personal development, recognition) and extrinsic (like financial incentives,
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promotions) rewards. Nevertheless, these rewards' efficacy varies depending on the situation. The
importance of both intrinsic and extrinsic rewards in affecting employee performance has been emphasized
by recent studies. Alimawi and Laili Muda (2022) discovered that both reward types have a positive effect
on employee performance in the Malaysian banking industry. These findings were also supported by
research conducted in Pakistan's banking industry, which highlighted the importance of rewards in
improving performance.

Despite these revelations, little is known about how distributive justice—a particular conception of
fairness—mediates the link between performance and rewards. The fairness of outcome distributions,
including rewards and recognition, as perceived by employees is the subject of distributive justice. This
view is especially prominent in Islamic banking institutions, which are based on the ideas of justice and
equity. Furthermore, Ravesangar and Fauzi (2022) stated distributive played role as a mediator between
performance and extrinsic motivation in Malaysian banks, little is known about the precise mediating
function of distributive justice in Islamic banks. This discrepancy is crucial because knowledge of this
mediation may help create more efficient incentive schemes that adhere to Islamic moral principles.

Thus, the purpose of this study is to examine how employee performance is affected by both intrinsic and
extrinsic rewards, with an emphasis on the mediating function of distributive justice at fully operational
Islamic banks. Closing this gap will yield important information for creating incentive schemes that are
both efficient and morally consistent with Islamic banking.

2.0 LITERATURE REVIEW
2.1 Employee Performance

The effectiveness and efficiency with which people fulfill their principal responsibilities and duties as
outlined in their official job description is known as employee performance. According to Robbins and
Judge (2017), it represents a significant human contribution to the business. Additionally, the term job
performance or actual performance, which describes a person's work performance or actual
accomplishment, is the source of the term employee performance. The definition of performance is the
work quality and quantity accomplished by an employee in carrying out his duty in accordance with the
duties assigned to him or her (Nina & Yhanty, 2019).

Employee performance is regarded as an insignificant component. Organizational performance greatly
influences employee productivity and competitiveness (J. Van Beurden et al., 2018). Despite investing in
employees' possibilities, there has been limited effectiveness in improving effective employee performance
(Na-nan et al., 2019). The successful completion of a task to achieve a predetermined goal is the definition
of employee performance (Ombanda, 2021). Performance affects an organization's earnings as well as its
reputation (Hameed & Waheed, 2011). Task performance and contextual performance are components of
employee performance (Kalay, 2016). According to Robbins and Judge (2017), employee performance is
the outcome of a person's efforts in terms of both quantity and quality when performing tasks in accordance
with their assigned responsibilities. In some circumstances, performance depends on a person's abilities,
skills, and efforts. Employees' skills and abilities are comparatively stable in the near term. An
organization's top priority has always been to achieve high performance through efficiency and
productivity. A highly satisfied workforce is absolutely necessary to achieve that, but since employees are
an organization's engine room, their level of commitment can be purposefully decreased when they are
unhappy with the nature of the work they do.

Task performance denotes fulfilling tasks defined in the job description, whereas contextual performance
implies doing activities that, while vital, do not fall within the allocated job roles (Manrique & Ting-Ding,
2017). Task performance refers to an employee's efforts to complete given tasks and obligations outlined
in their job description. Contextual performance refers to an employee's social ties with juniors, seniors,
and customers, as well as their efforts beyond the work mandate. However, it improves the social and
mental health of the organization. Performance evaluations are used to determine employee salaries,
promotions, and discipline.

Employee performance appraisal gives feedback, and programs are designed to improve performance,
helping people develop skills to maximize their potential (Susanto et al., 2023). Employees with strong
perceived organizational support say that they have more responsibility, which collectively helps the
organization achieve its goals, raises rewards for critical performance, and such employees are highly
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devoted to the organization (Endri et al., 2020). Employee performance encompasses behaviors and
outcomes that are consistent with organizational goals and necessary for attaining a competitive advantage.
Therefore, Human Resources Management strives to improve this aspect (Noe et al., 2019). According to
Mathis et al. (2017), employee performance dimensions encompass behaviors, results, and characteristics.
The outcomes dimension focuses on the efficacy and efficiency of an employee's labor as well as the
amount and quality of the work they generate. The behavior dimension considers things like teamwork,
attitude at work, communication with supervisors, and following work schedules.

The characteristics dimension assesses an employee's personal qualities, including their willingness to take
the initiative to start new projects and their capacity to offer insightful suggestions to the company. The
purpose of this study is to measure employee performance in all three of these important areas, which
represent different facets of a person's contribution to the company. The study offers a thorough evaluation
of employee performance by analyzing results, behaviors, and characteristics, which is essential for
comprehending and enhancing both individual and organizational achievement.

2.2 Rewards

A reward is a type of acknowledgment of the gift/reward that is applied to specific coaching aims, such as
gifts for people who diligently perform charity acts. The indications for measuring the award variable are
as follows. Salary, prizes, accolades, and leave-ending allowance (Marleyna et al., 2022; Smith, 2022).
External and internal environments are the two groups of elements that influence the reward (Apriyanti et
al., 2021). The external environment arises from factors outside of the firm, such as the labor market, the
economy, government regulations, and trade unions. Salameh and Zamil (2020) assert that rewards are an
essential instrument that management can apply to transfer employee performance in a way that is favored.
It seeks to recruit new employees to retain existing ones and inspire them to achieve better results. All
organizational components, including decision-making processes and the distribution of incentives to staff
members in recognition of their contributions on behalf of the business, are included in prizes. Furthermore,
the primary objective of rewards is to enhance organizational performance and assist the business in
achieving its strategic objectives.

According to Islamic law, compensation is both the right of the employee and the obligation of the
employer, as agreed upon in an ijarah contract (Mahfud, 2019). According to Islam, genuine wages are
recompense for the services supplied by a worker. Deprivation of salaries is a wicked deed that will result
in retribution from Allah SWT. Eziokwu & Onuaha (2021) claim that employees can be motivated by both
extrinsic and intrinsic benefits. Employees are given these as a reward for their hard work and dedication.
If people are not motivated to persevere, a hostile environment will emerge. Intrinsic incentives come
directly from the work itself and include things like meaningful work, autonomy, growth chances, and
societal effect (Manzoor et al., 2021). Furthermore, corporations often use extrinsic rewards such as money,
perks, incentives, and recognition to promote productivity (Noko & Nwuzor, 2021). In "intrinsic rewards,"
we refer to incentives already in place for employees at an institution. Employees feel intrinsically
motivated when they achieve their aims. These are psychological in nature and reward individuals for their
efforts and achievements. Intrinsic rewards that elicit a positive emotional response are more likely to
motivate employees to improve and make long-term behavioral changes (Ryan & Deci, 2020). Extrinsic
rewards are ones whose amount and reception are decided by others and have nothing to do with the job
itself. In the past, when labor was usually more repetitive and bureaucratic and adherence to rules and
procedures was essential, extrinsic incentives were more common (Mansor et al., 2012; Tsadik, 2017).
This viewpoint is consistent with that of Tsadik (2017), who claimed that intrinsic incentives motivate
workers to perform better by satisfying their intrinsic components. According to Giancola (2014), instances
of intrinsic rewards include career advancement and acknowledgment. Additionally, noted are
opportunities for growth, challenging and fascinating careers, and the use and expansion of skills and
abilities. The feeling that one's labor is vital and that one has the authority to employ one's own resources
is known as responsibility. Tizhe (2020) asserts that intrinsic rewards are essential for maintaining worker
satisfaction because they have an impact on employees' attitudes and feelings, whereas extrinsic rewards
provide them tangible objects to relate to, which enhances their ability to fulfill fundamental needs.

2.3 Distributive Justice

Distributive justice focuses on analyzing fairness in terms of rewards (Swalhi et al., 2017). Distributive
justice is a component of organizational justice, alongside procedural, interpersonal, informational,
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temporal, and geographical justice (Abasi, 2014). Justice encompasses both equality and disparity, ensuring
fair distribution of goods, honors, and prizes while honoring each individual's unique value (Biswas &
Ramaswami, 2013). Rewarding employees with timely promotions, regular salary payments, training, and
an open appraisal system can enhance job satisfaction, reduce attrition, and increase performance
(Oluwafemi, 2013).

The law of equal distribution states that all members should be given equal possibilities for reward without
regard for any feature such as aptitude, and the required distribution rule should be distributed based on
employees' personal requirements. Because these distribution criteria are based on values, knowing which
is accurate and which is incorrect is difficult. However, they can be adapted to alternative distribution rules
or utilized to resolve conflicts of opinion on justice by consensus among members (Park, 2020). Employee
perceptions of the overall fairness of the entire range of investments made and the associated compensation
are implied by distributive justice (Ismail et al., 2015).

Additional research offered suggestions for distribution along with justification (Anjum et al., 2016).
Distributive justice, according to Yavuz (2010), entails allocating responsibilities, opportunities,
incentives, punishments, positions, status, pay, and promotions to members of an organization according
to their similarities and differences. There may be distributive injustice for employees if resources are not
distributed according to performance and merit. Distributive justice encompasses both equitable reward
distribution and fair treatment of employees (Randeree, 2013). Distributive justice recognizes that not all
workers receive equal treatment and that outcomes are allocated differently in the workplace. Sometimes
items are distributed fairly, such as when the best competent individual is promoted. Sometimes
advancement is predicated on political relationships among high management team members (Agbim et
al., 2018).

Fairness is important in how businesses run their incentive systems. When it comes to how organizations
run their incentive programs, fairness is crucial. The systems and procedures for incentives could be
disastrous if workers don't think they're fair. If employees do not believe that awards are fair, then reward
systems and processes may fail. Rewards can be managed using ideas such as reward philosophy,
distributive justice, equity, consistency, and transparency. The effectiveness of rewards can be regarded if
they are fair and have an impact on developing transparency about information on how the reward system
operates and how employees are rewarded (Okoli et al., 2020). Distributive justice was found to be the
most powerful component in shaping perceived fairness. Previous study has shown the significance of
distributive justice (Bauwens et al. 2019). Their findings suggest that distributive justice is a key factor in
the impression of fairness.

2.4 Underpinning Theories

Equity theory, which Adam (1965) developed, was applied to support the study's framework. Equiy Theory
states that individuals care more about fairness than the exact quality of the results they obtain. By
contrasting the ratios of inputs (contributions) and outputs (rewards) with those of other members of an
organization, equity or fairness is evaluated. When people perceive equity at work, they feel satisfied. Since
it brought to light the conduct and attitudes of employees toward companies, the inability to explain the
feeling of fairness was the main problem for governments and corporations (Adams, 1965). It was
discovered that the examination of perceived fairness by employees of different groups in one division of
an organization made it possible to conclude that the incentives were not deemed to be fair if input was
higher than that of other colleagues.

Equity Theory served two main functions. Initially, the concept aimed to clarify how individuals evaluate
the fairness of interpersonal relationships. Explaining the effects of unequal connections was the second
objective of the theory. When people perceive equity at work, they feel satisfied. If not, people will alter
their actions or perceptions to change unpleasant, unfair circumstances into agreeable, fair ones. Three
factors are identified by the equity theory: reference variables, outcome variables, and input variables. An
employee's contributions to an organization are known as input variables. These include time, self-sacrifice,
commitment, energy, skills, and trust in organizational management. The outcome factors are pay,
performance recognition, and praise. In an organizational context, referent persons or groups, such as
coworkers or groups of colleagues are referred to as the reference variable. When workers think their
output-to-outcome ratio is similar to that of a reference colleague, especially one whose inputs can be equal
to their own, they become more motivated.
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Actions to remedy or minimize perceived injustice may include departure from employment, in extreme
cases, a decrease in job quality, an increase in absenteeism, and reduced responsibilities. One of the
repercussions of perceived workplace injustice, particularly when employees are underpaid, is rage. The
dissatisfied and underpaid employee may strive to overcome this uncomfortable condition of unfairness by
a variety of methods. One, they change their inputs (contribution) or outcomes (returns) through cognitive
distortion. Two, they end the exchange relationship. Three, they change the reference of comparison. Four,
they change the inputs or outputs of the others. In the first situation, employees are more likely to put in
less effort at work. In the second scenario, individuals are more likely to leave the organization or begin
making efforts to depart, which is known as an exit or intention to exit response. In the third instance, they
explain the current injustice and hope that it will improve - loyalty response. In the fourth circumstance,
they raise their voices to request an increase in their rewards - voice response. If none of the four-response
strategies work, people are likely to lose trust in the organization and become skeptical (Rizvi, 2017). In
extreme cases, where inequity is perceived to persist, an employee could resign his appointment. In any
case, the consequences are not good for an organisation. Such an employee may remain in employment,
but with far less input, and hence, diminished performance (Agbim et al., 2018).

2.5 Hypothesis Development
Based on an in-depth literature review, empirical evidence shows contradictory findings on the effect of
extrinsic and intrinsic rewards on employee performance with mediates of distributive justice. Therefore,
the hypotheses to be tested in the study are as follows.

H,: Extrinsic rewards have a significant effect to the distributive justice.

H,: Intrinsc rewards have a significant effect to the distributive justice.

H;: Distributive justice have a significant effect to the employee performance.

Hy: Distributive justice mediates the relationship between extrinsic rewards and employee
performance.

Hs: Distributive justice mediates the relationship between intrinsic rewards and employee performance.

Extrinsic
Rewards Distributive i Employee
3
Justice d Performance
Intrinsic >
Rewards H,

Figure 1. Framework of the study
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3.0 METHODOLOGY

The study applied explanatory and survey research design with a quantitative approach. The population in
this study is employees that worked at the selected three branches of Islamic Banks in Malaysia located in
Sabah which includes Bank Islam Malaysia Berhad (BIMB), Bank Muamalat Malaysia Berhad (BMMB)
and Malaysia Building Society Berhad (MBSB).

Other than that, this study adopted from Kline (2015) that recommended to estimate the minimum sample
size by using G*Power 3.0 software (Faul et al., 2009). Hence, the minimum sample size estimated for this
study was 77 respondents, with power at 80%, alpha set at 0.05 and a medium effect size at 0.15. For the
PLS-SEM analysis in this study, a sample size of 77 respondents was used. Although this figure might
seem low, it aligns with the literature's suggestions for research using PLS-SEM, which works best with
small to medium sample sizes and intricate models (Hair et al., 2021). Because of its reputation for
successfully managing non-normal data and small sample sizes, PLS-SEM is a suitable option for
exploratory research and theory development (Sarstedt et al., 2022). Kock and Hadaya (2018) state that,
depending on the model complexity and statistical power needs, a minimum sample size of 30 to 100 can
be appropriate in PLS-SEM. Additionally, the sample size in this study satisfies the "10-times rule," which
is frequently used in PLS-SEM and states that the minimum sample size should be at least ten times the
highest number of structural paths aimed at a specific construct, or the maximum number of indicators used
for a single construct (Hair et al., 2021). Thus, 77 respondents are deemed statistically sufficient for the
PLS-SEM model's analysis and interpretation in this investigation.

Purposive sampling was used to select the employees (executive, non-executive and managerial) from
selected full-fledged Islamic banks to complete the questionnaire. The measure for independent variable
(extrinsic and intrinsic rewards) were adapted from (Gashaw, 2018), (Aye, 2019) and (Firman, 2021), while
the measure for dependent variable (employee performance) was adapted from (Agbenyo, 2018) and
(Tizhe, 2020) and for mediator variable (distributive justice) was adapted from (Burri, 2021). The
measurement scales were assessed on a 5-Likert scale that ranged from 1(strongly disagree) to 5(strongly
agree). The questionnaire was validated by Research Ethics Committee (REC) from Universiti Teknologi
Mara (UiTM).

4.0 RESULT

4.1 Profile of Respondents
Table 1: Profile of Respondents

Description Frequencies | Percentange
(%)

Gender

Male 37 48.1

Female 40 51.9

Age

20-35 years old 34 44.2

35-45 years old 38 49.2

46-60 years old 5 6.5

Marital Status

Single 23 29.9

Married 54 70.1

Widowed - -

Education

SPM 4 5.2
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Diploma 15 19.5

Degree 57 74.0
Master 1 1.3
PhD - -
Current Position

Managerial 25 32.5
Non-Managerial 52 67.5
Department

Operations/Savings/Investment | 28 36.4
Credits/Loans 41 53.2
Recovery 1 1.3
Others 7 9.1
Years of service in the bank

1-3 30 39.0
4-6 11 14.3
7-9 13 16.9
More than 9 years 23 29.9
Salary range

RM2000-RM4000 35 45.5
RM5000-RM8000 35 45.5
>RM9000 7 9.1

Source: Author’s own work
The profile of the 77

respondents were presented of frequency distribution so that can understand more in details. In summary,
51.9% of respondents that answered the questionnaires was from female while 49.4% were aged between
35 to 45 years old. Besides, 70.1% of the respondents were married and 74% most of them were degree’s
holder. The current position of the respondent was 67.5% from non-managerial with 53.2% comes from
credits/loans department. Other than that, 39% of the respondent had experienced in 1-3 years of service in
the bank with 45.5% of salary range (RM2000-RM4000) and (RM5000-RM8000). Table 1 showed the
summarizes of the respondent’s profile.

4.2 Analysis of the Measurement Model

As being suggested by Cain et al., (2017), this study choose of Partial Least Square-Structural Equation
Modelling (PLS-SEM) Based on a previous assessment of the data's multivariate normality. As a result, to
propose the research model, this study used the PLS-SEM since there is better correlation between the
indicators that build up the same construct or latent variables, which includes composite variables that are
done and to estimate the composite variables, PLS-SEM is better than SEM (Rigdon, 2016). There are two
ways of procedures to evaluate the validity and reliability of the measurement model were fully being tested
using the method that proposed by (Anderson & Gerbing,1988). That is, all the variables that presented in
this study were modelled as reflective constructs. The analysis that being evaluated was the internal
consistency, convergent validity and discriminant validity (Hair et al., 2022). Based on the table 2 below,
the models satisfied all those criteria where the item factor loadings must above 0.70 while for the Cronbach
alpha, composite reliability and Average Variance Extracted (AVE) must also above 0.70, 0.70 and 0.50
respectively (Hair et al., 2022).
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Table 2: Factor loadings and Reliability

Constructs Loadings = Cronbach Composite Average
phe(®)  Refapty S
(AVE)
Extrinsic rewards
ERI1 0.915
ER2 0.812 0.856 0.874 0.913
ER4 0.915
Intrinsic rewards
IR1 0.956
IR2 0.958 0.922 0.939 0.951
IR4 0.876
Employee
Performance 0.844
EP1 0.830 0.761 0.766 0.862
EP2 0.792
EP4
Distributive Justice 0.937
DIl 0.971
DJ2 0.944  0.967 0.967 0.976
DJ3 0.961
DJ4

Source: Author’s own
work

Ramayabh et al., (2018) posited Heterotrait-Monotrait (HTMT) ratio to determine the correlation indicator
between various occurrences by dividing the geometric mean value of the Heterotrait-Monotrait correlation
by the average correlation of Heterotrait-Monotrait. Because there are two because there are two constructs,
average geometric mean use is necessary. The HTMT ratio should be less than 1.00 in the proper model,
where the heterotrait correlation is smaller than the monotrait correlation as showed in Table 3.

Table 3: Heterotrait-Monotrait (HTMT) Ratio

Construct Distributive | Employee Extrinsic Intrinsic
Justice Performance = powards Rewards

Distributive Justice

Employee 0.867

Performance

Extrinsic Rewards 1.001 0.796

Intrinsic Rewards 0.941 0.948 0.993

Source: Author’s own work
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4.3 Path Analysis

Later, the bootstrapping process with 5000 samples was used to test mediation in PLS-SEM and
investigate the route modeling's coefficient of significance. The result of path coefficient was summarized
on Table 4 below:

Table 4: Structural model and hypothesis testing

Hypothesis Path Mean/Beta (3) Std. Error t-value Supported
H, IR to DJ 0.379 0.110 3.413%** Yes
H; ER to DJ 0.578 0.108 5.350%** Yes
H; DJ to EP 0.760 0.050 15.110%** Yes
Ha ER to DJ to EP 0.437 0.078 5.581%** Yes
H;s IR to DJ to EP 0.290 0.092 3.062%** Yes

Notes: **p < 0.05; ***p <0.01; IR: Intrinsic Rewards; ER: Extrinsic Rewards; DJ:
Distributive Justice; EP: Employee Performance

Source: Author’s own work

Based on findings from table 4 above, path (IR to DJ) and (ER to DJ) have positive and direct effect to
mediator variable (distributive justice) with significant level of p < 0.01, thus supporting H; and Ho.
Likewise, a positive and direct effect to employee performance for path (DJ to EP) with significant level of
p < 0.01, and H; was supported. Therefore, all result of the hypothesis was valid to positive relationship
and confirmed that distributive justice gave an influence as a mediator for rewards (extrinsic and intrinsic)
and employee performance.

PLS-SEM (mediation analysis) is used to examine the effects of intrinsic rewards (IR) and extrinsic rewards
(ER) on employee performance (EP). According to the findings, DJ significantly mediated the IR — EP
and ER — EP pathways. In particular, Extrinsic Rewards (ER) demonstrated a significant indirect effect
on EP through DJ (f = 0.437, t = 5.581, p < 0.001), indicating that employees' performance is positively
impacted when they believe extrinsic rewards like bonuses, promotions, or recognition are distributed
fairly. This result is consistent with that of Ali et al. (2023), who highlighted that the efficacy of extrinsic
incentives in motivating employees is increased when perceptions of fairness in reward distribution are
present. The impact of Intrinsic Rewards (IR) on Employee Performance was also found to be mediated by
DJ (B = 0.290, t = 3.062, p < 0.001). It has been demonstrated that when employees feel that the
organization is fair in how efforts and results are balanced, intrinsic rewards which are related to internal
fulfilment, personal development, or a sense of purpose, promote better performance. Even self-driven
motivation can be increased when workers feel that results are distributed fairly and justly at work, argue
Zada et al. (2022). These results demonstrate distributive justice's crucial mediating role, acting as a
psychological mechanism that converts intrinsic and extrinsic motivators into improved job performance.

This is further corroborated by Sarwar et al. (2023), who claimed that distributive justice increases
employees' organizational trust and performance willingness in addition to reinforcing the motivational
value of rewards, whether internal or external. Therefore, DJ's inclusion in the structural model improves
the theoretical soundness and empirical applicability of the motivation-performance links in organizational
behaviours studies.
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5.0 DISCUSSION AND CONCLUSION

This study found indications that intrinsic rewards induce a positive relationship with distributive Justice
as a mediator. Distributive justice refers to the perceived fairness in the deployment of resources and
rewards within an organization. Intrinsic benefits, such as personal admiration and a sense of
accomplishment, are non-monetary and pertain to the job itself. According to research, when employees
perceive fairness in incentive distribution, their intrinsic motivation improves, resulting in higher job
satisfaction and performance. Similarly, a positive and significant relationship has been observed between
extrinsic reward and distributive justice because organizations can improve their employees' performance
by providing better monetary incentives because employees in the private sector, particularly in banking,
do not expect long-term association or career growth. This indicates that employees are motivated to work
if they believe that monetary incentives or economic rewards are fairly distributed among all employees of
a firm.

Wan et al. (2024) found that the outcomes of this study are thus consistent with the expectation or equity
theory, which claims that employees will be motivated if they are provided with equitable and fair
compensation based on the amount of work they perform for their firm. Aside from that, the study
demonstrated a positive association between distributive justice and employee performance, with
substantial results. This result is partly compatible with the findings of (Kalay, 2016). Kalay (2016)
observed that distributive justice has a considerable impact on task performance. Human resources are the
most crucial part of every organisation. Employee attitudes and behaviours are influenced by their view of
fairness. It might result in positive or negative employee performance. Employee performance can be
positive or negative when fulfilling job tasks as well as roles that are not formally expected of them.
Employees who obtain a fair portion of the job resources for carrying out their job roles and other
responsibilities not formally required of them (but which contribute to the success of their jobs and the
organization) will record better job performance (Chukwujioke et al., 2021). This emphasizes how crucial
it is to encourage staff members to actively participate in company events and promote a sustainable, green
workplace, since this will ultimately improve worker performance. These results highlight how important
human resource management procedures are as a component of the business's overall operations
management plan. To boost employee performance, the study promotes policies that give proactive
employee attitudes, increased workplace security, and increased motivation for work top priority.

This study found a link between distributive justice, rewards (both extrinsic and intrinsic), and employee
performance in selected Malaysian Islamic banks. As with any other study, this conclusion should be taken
considering the following limitations. First, just a few such studies have been undertaken in Malaysia (with
an emphasis on the Sabah states). As a result, there was a limited body of literature to work with.

Second, the study is constrained by the issue of methodological bias, which relates to the withdrawal of
information in questionnaire surveys. Thus, additional research can use a qualitative or triangulation
method. Third, the study has a confined geographic scope, limiting it to specific locations that are easily
accessible for data collecting. The geographic scope of future research can be expanded by conducting a
comparative study with other bank branches that focus on different elements comprises a gender-balanced
sample of public sector workers in addition to more varied nations or regions. The potential for self-
response bias in measuring the indicators of the variables used in the empirical model is one of the study's
limitations. This may be because of the respondents' anonymity or confidentiality, which may lead to
irregularities in the data measurement outcomes and discrepancies among the variables being assessed
(Asmanto & Fachrunnisa, 2024).

Additional research might explore other possible factors that may impact employee performance, such as
organizational culture, leadership philosophies, and technical advancements, and offer more thorough
details on how data collection tools are modified and verified for industries. These initiatives would increase
the research's generalizability and methodological rigor while also offering a deeper comprehension of the
relationships between the variables in question. To give a more thorough analysis of these important
aspects, the section on the green work environment needs to contain more thorough research on green
initiatives connected to organizational policies on employee engagement and job motivation.

Future researchers, academicians, and students may use this study to better understand the effects and
significance of various rewards on employee performance. The outcomes of this study will bring new
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knowledge to the scant body of literature on the impact of compensation on employee performance in the
entire Malaysian banking sector. It is beneficial to encourage other academics to carry out more research
in this area to have a better understanding of the employee performance rewards system. Furthermore,
Zamri et al. (2024) proposed that adding more variables would improve the conceptual framework of the
subsequent study. Lastly, the researchers hope that other researchers will be able to carry out this study
using other analytical techniques, like PLS-SEM.

The endeavours will also contribute to and enhance the corpus of existing literature on this topic in
connection with the banking industry. Likewise qualitative approaches provide a more thorough
investigation of the realities of employees' lives when working from home, looking at how work-life
balance, organizational support, and intermediary motives interact to affect job satisfaction. Additionally,
it would be beneficial to examine how employee experiences in remote work environments are influenced
by external factors including company culture and economic conditions (Liang et al., 2022).

In summary, this study highlights the significance of continuing research to advance our knowledge and
application of HRM practices in enhancing organizational performance, even as it offers helpful insights
into the variables influencing employee performance in the banking sector.

Declaration of Generative Al and Al-assisted technologies

QuillBot and Grammarly were used to write this article and check for grammatical errors. With the use of
these tools, the author was able to review and revise the work and take full responsibility for its publication.

ACKNOWLEDGEMENTS

The authors would like to acknowledge the support of Department of Postgraduate and Professional Studies
and Faculty of Business Management, Universiti Teknologi MARA, Shah Alam, Selangor, Malaysia for
providing the facilities and moral support on this research.

REFERENCES

Abasi, E., Mohammadipour, R., & Aidi, M. (2014). An investigation of the impact of organizational

justice dimensions on job satisfaction (case study: an Iranian bank). Universal Journal of
Management, 2(3), 132-137.

Adams, J. S. (1965). Inequity in social exchange. Advances in experimental social psychology
(pp- 267-299). Academic Press.

Adriani, L. (2020). Pengaruh Islamic religiosity dan halal knowledge terhadap purchase
intention kosmetik halal dimediasi oleh attitude terhadap produk halal di Indonesia.
Al-Muzara’ah, 8(1),57-72.

Agbenyo, C. K. (2018). Reward systems and employee performance at the University of Ghana
(Doctoral dissertation, University of Cape Coast).

Agbim, K. C., Otishi, E. S., & Jimoh, B. A. (2021). Distributive justice and employee performance:

An Assessment of their relatedness in deposit money banks in South-South Nigeria. Journal of
Economic Research & Reviews, 1(1)7, 12.

Ali, A., Sherwani, M., Ali, A., Ali, Z., & Sherwani, M. (2021). Investigating the antecedents of halal

brand product purchase intention: an empirical investigation. Journal of Islamic Marketing, 12(7),
1339-1362.

Ali, M., Wang, H., & Shah, S. Z. A. (2023). The impact of distributive justice on employee performance:
The mediating role of motivation types. Employee Relations, 45(2), 314-332.

Alimawi, M., & laili Muda, F. (2022). The effects of intrinsic and extrinsic rewards on
employees' performance: Kesan ganjaran intrinsik dan ekstrinsik terhadap prestasi pekerja.

Volume 14 Issue 1 : Year 2025
eISSN : 2289 - 6589
Copyright © UiTM Press, e-Academia Journal of Universiti Teknologi MARA Cawangan Terengganu

120



Sains Insani, 7(1), 91-98.
Anderson, J. C., & Gerbing, D. W. (1988). Structural equation modeling in practice: A review
and recommended two-step approach. Psychological bulletin, 103(3), 411.
Anjum, A., Sabir, H. M., & Khaliq, T. (2016). Impact of organization trust, organization justice and

job satisfaction on organization citizenship behavior: A study in Banking Sector of Pakistan.
International Journal of Academic Research in Business and Social Sciences, 6(12), 2222-6990.

Apriyanti, R., Sudiarditha, I. K. R., & Ari, S. (2021). Effect of reward and work environment on

employee performance through work satisfaction as a mediation (study on employees of Pt.
International Chemical Industry). Dinasti International Journal of Economics, Finance &
Accounting, 1(6), 979-1002. https://dinastipub.org/DIJEFA

Asmanto, P. & Fachrunnisa, O. (2024). The role of employee well-being and work resilience in

supporting career satisfaction. e-Academia Journal of UiTM Cawangan Terengganu, 13(2) 200-
211.

Aye, E. T. (2019). Effect of reward system on employee performance in Myanmar Apex Bank
Doctoral dissertation, MERAL Portal.

Ayub, M. (2019). Islamic bankers to have the prior right to justice and fair treatment. Journal of
Islamic Business and Management, 9(1).

Bauwens, R., Audenaert, M., Huisman, J., & Decramer, A. (2019). Performance management fairness

and burnout: implications for organizational citizenship behaviors. Studies in Higher Education,
44(3), 584-598.

Burri, S., Lup, D., & Pepper, A. (2021). What do business executives think about distributive
justice. Journal of Business Ethics, 174(1), 15-33.
Cain, M. K., Zhang, Z., & Yuan, K. H. (2017). Univariate and multivariate skewness and kurtosis

for measuring nonnormality: Prevalence, influence and estimation. Behavior Research Methods,
49, 1716-1735.

Endri, E. (2020). Evaluation of overseas field study program at the Indonesia
Defense University. International Journal of Innovation, Creativity and Change, 12(10).Eziokwu,
C. D., & Onuoha, B. C. (2021). Reward system and organizational performance of
deposit money in Banks in River state. African journal of Business and Economics Development.
ISSN, 2782-7658.

Faul, F., Erdfelder, E., Buchner, A., & Lang, A. G. (2009). Statistical power analyses using

G*Power 3.1: Tests for correlation and regression analyses. Behavior Research Methods, 41(4),
1149-1160. https://doi.org/10.3758/BRM.41.4.1149Firman, A. (2021). The effect of career
development on employee performance at Aswin Hotel

and Spa Makassar. Jurnal manajemen bisnis, 8(1), 133-146.
Gashaw, M. (2018). The effect of reward practice on employee performance: The case of Dashen

Bank SC (Master’s thesis, St. Mary's University).Giancola, F. L. (2014). Should HR professionals
devote more time to intrinsic rewards?. Compensation

& Benefits Review, 46(1), 25-31.
Hair, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt, M. (2021). 4 primer on partial least squares

structural equation modeling (PLS-SEM) (3rd ed.). Sage Publications.Hair, J.F., Hult, G.T.M.,
Ringle, C.M. and Sarstedt, M. (2022), A Primer on Partial Least Squares

Structural Equation Modeling (PLS-SEM), 3rd ed., Sage, Thousand Oaks, CA.

Hair, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt, M. (2022). 4 primer on partial least squares
structural equation modeling (PLS-SEM) (3rd ed.). Sage Publications.

Hameed, A., & Waheed, A. (2011). Employee development and its effect on employee performance:

Volume 14 Issue 1 : Year 2025
eISSN : 2289 - 6589
Copyright © UiTM Press, e-Academia Journal of Universiti Teknologi MARA Cawangan Terengganu

121



A conceptual framework. International Journal of Business and Social Science, 2(13), 224—
229.Hamir, N., Ismail, 1., Zahari, M. S. M., & Abdullah, D. (2018). The influence of empowerment,

rewards, and training on service recovery performance among frontline hotel employees in
Malaysia. International Journal of Academic Research in Business and Social Sciences, 8(15), 49-
67.

Imamuddin, M., Syahrul, S., & Dantes, R. (2020). Pengaruh label halal dimoderasi religiusitas

terhadap keputusan pembelian produk kemasan oleh mahasiswa PTKIN se-Sumatera Barat.
Kabillah: Journal of Social Community, 5(1), 14-25.

Ismail, A. I., Abdul-Halim, A. M., & Joarder, M. H. R. (2015). Mediating role of distributive justice

in the relationship between career incentives and employee performance. Journal of Economics,
Business and Management, 3(10), 929-935.

Jeni, F. A., Mutsuddi, P., & Das, S. (2020). The impact of rewards on employee performance: A

study of commercial banks in Noakhali Region. Journal of Economics, Management and Trade,
26(9), 28-43.

Kalay, F. (2016). The impact of organisational justice on employee performance: A survey in Turkey
and Turkish context. International Journal of Human Resource Studies, 6(1), 1-21.

Kristen, E., Banuelos, B., & Urban, D. (2015). Workplace violence and harassment of low wage
workers. Berkeley Journal of Employment and Labor Law, 36, 169-202.

Kock, N., & Hadaya, P. (2018). Minimum sample size estimation in PLS-SEM: The inverse
square root and gamma-exponential methods. Information Systems Journal, 28(1),
227-261. https://doi.org/10.1111/isj.12131

Liang, X., Rozelle, S., & Yi, H. (2022). The impact of COVID-19 on employment and income

of vocational graduates in China: Evidence from surveys in January and July 2020. China
Economic Review, 75, 101832, https://doi.org/10.1016/j.chieco.2022.101832

Mahfud, 1. (2019). Kompensasi dan evaluasi kinerja dalam perspektif ilmu ekonomi Islam.
Madani Syari’ah, 2, 45-64.
Mansor, M. F., Borhannuddin, S. F., & Yusuf, B. N. M. (2012). The effect of rewards towards

job performance among chemical-based employees. International Journal of Business and
Management Tomorrow, 2(12), 1-11.

Manzoor, F., Wei, L., & Asif, M. (2021). Intrinsic rewards and employee performance with the

mediating mechanism of employee motivation. Frontiers in Psychology, 12, 563070.
https://doi.org/10.3389/fpsyg.2021.563070

Marleyna, Y., Devie, D., & Foedjiawati, F. (2022). Reward system, employee engagement, and the role
of employee satisfaction as mediating variable. Petra International Journal of Business Studies,
5(1),97-108.

Mathis, R. L., Jackson, J. H., Valentine, S. R., & Meglich, P. A. (2017). Human resource
management (15th ed.). Cengage Learning.

Na-Nan, K., Saribut, S., & Sanamthong, E. (2019). Mediating effects of perceived environment

support and knowledge sharing between self-efficacy and job performance of SME employees.
Industrial and Commercial Training, 51(6), 342—-359.

Noe, R. A., Hollenbeck, J. R., Gerhart, B., & Wright, P. M. (2019). Human resource management:
Gaining a competitive advantage (10th ed.). McGraw-Hill Education.
Noko, E., & Nwuzor, J. (2021). Employee and organizational performance: Employees perception

of intrinsic and extrinsic rewards system. Applied Journal of Economics, Management and Social
Sciences, 2(1), 26-32. https://doi.org/10.53790/ajmss.v2il.5

Okechukwu, C. A., Souza, K., Davis, K. D., & De Castro, A. B. (2014). Discrimination, harassment,

Volume 14 Issue 1 : Year 2025
eISSN : 2289 - 6589
Copyright © UiTM Press, e-Academia Journal of Universiti Teknologi MARA Cawangan Terengganu

122



abuse and bullying in the workplace: Contribution of workplace injustice to occupational health
disparities. American Journal of Industrial Medicine, 57(5), 573-586.

Okoli, I. E., Okoli, D. 1., & Nuel-Okoli, C. M. (2020). Reward management practices and

employee performance of public universities in South-East, Nigeria. European Journal of Business
and Management Research, 5(3).

Okoli, I. E., Okoli, D. 1., & Nuel-Okoli, C. M. (2020). Reward management practices and

employee performance of public universities in South-East, Nigeria. European Journal of Business
and Management Research, 5(3).

Oluwafemi, O. J. (2013). Predictors of turnover intention among employees in Nigeria’s oil
industry. Organizations and markets in emerging economies, 4(08), 42-63.

Ombanda, P. O. (2018). Nepotism and job performance in the private and public organizations in
Kenya. International Journal of Scientific and Research Publications, 8(5), 474-494.

Orajaka, U. P. (2021). Effect of Employees Commitment and Distributive Justice to the Reward

of Management Practices in Some Selected Organizations in Southeast Nigeria. South Asian
Journal of Social Studies and Economics, 9(4), 10-18.

Park, S. Y. (2020). A study on distributive and procedural justice of flight attendant. Journal of
Distribution Science, 18(3), 43-51.
Putra, E. Y., & Fang, Y. (2020). ANALISIS FAKTOR-FAKTOR YANG MEMPENGARUHI NIAT

BELI KONSUMEN PRODUK MAKANAN DAN MINUMAN" HALAL" DI KOTA BATAM.
Journal of Global Business and Management Review, 2(2), 73-88.

Ramayah, T. J. F. H., Cheah, J., Chuah, F., Ting, H., & Memon, M. A. (2018). Partial least squares

structural equation modeling (PLS-SEM) using smartPLS 3.0. An updated guide and practical
guide to statistical analysis, 967-978.

Rana, M. H., & Malik, M. S. (2017). Impact of human resource (HR) practices on

organizational performance: Moderating role of Islamic principles. International Journal of Islamic
and Middle Eastern Finance and Management, 10(2), 186-207.

Randeree, K. (2013). Faith-inspired Action on Gender Justice in the Muslim World: A
Programmatic Approach to Empowering Communities in Conflict Environments. International
Journal of Religion & Spirituality in Society, 3(3).

Ravesangar, K., & Fauzi, M. A. (2022). THE INFLUENCE OF EXTRINSIC MOTIVATING

FACTORS ON EMPLOYEES'WORK PERFORMANCE AT BANKING SECTORS IN
MALAYSIA: THE MEDIATING EFFECT OF PSYCHOLOGICAL OWNERSHIP. International
Journal of Business and Society, 23(2), 1147-1168.

Rigdon, E. E. (2016). Choosing PLS path modeling as analytical method in European
management research: A realist perspective. European Management Journal, 34(6), 598-605.
Rizvi, S. T. H. (2017). Employees’ Responses to Perceived Organizational Injustice: Examining the

Role of Psychological Capital (Doctoral dissertation, CAPITAL UNIVERSITY OF SCIENCE
AND TECHNOLOGY ISLAMABAD).

Robbins, S. P., and Judge, T. A. (2017). Organizational Behavior. Upper Saddle River: Pearson
Ryan, R. M., & Deci, E. L. (2020). Intrinsic and Extrinsic Motivations: Classic Definitions and
New Directions. Contemporary Educational Psychology, 25(1)
Salameh, A., & Zamil, Z. (2020). The effects of reward systems and organizational structure
on tacit knowledge sharing. Management Science Letters, 10(10), 2229-2236.
Samal, J. (2019). Effective factors influencing performance management system in commercial bank:
an exploratory analysis. Int. J. Manag. Stud. VI, 1(6), 12.
Sarstedt, M., Ringle, C. M., & Hair, J. F. (2022). Partial least squares structural equation modeling.

Volume 14 Issue 1 : Year 2025 123
eISSN : 2289 - 6589
Copyright © UiTM Press, e-Academia Journal of Universiti Teknologi MARA Cawangan Terengganu



In Homburg, C., Klarmann, M., & Vomberg, A. (Eds.), Handbook of Market Research (pp. 1-47).
Springer. https://doi.org/10.1007/978-3-319-05542-8 15-2

Sarwar, H., Ishag, M. 1., & Tahir, A. (2023). Linking distributive justice to job performance: The role
of intrinsic and extrinsic motives. Journal of Organizational Psychology, 23(1), 85-98.

Smith, E. S. (2022). Human resource development: from theory into practice. In Action Learning
Research and Practice. SAGE Publications. https://doi.org/10.1080/14767333.2022.2130732

Sureephong, P., Dahlan, W., Chernbumroong, S., & Tongpaeng, Y. (2020). The Effect of

Non-Monetary Rewards on Employee Performance in Massive Open Online Courses. International
journal of emerging technologies in learning, 15(1). Conference proceedings

Susanto, P. C., Setiawan, H. A., & Yandi, A. (2023). Determinants of Self-Efficacy and

Employee Performance in the Banking Industry. Greenation International Journal of Economics
and Accounting (GIJEA), 1(4), 522-532.

Swalhi, A., Zgoulli, S., & Hofaidhllaoui, M. (2017). The influence of organizational justice on

job performance: The mediating effect of affective commitment. Journal of Management
Development, 36(4), 542-559.

Tizhe, U. M. (2020). Effect of intrinsic and extrinsic rewards on employee performance in access
bank PLC Nigeria (Doctoral dissertation, Dublin Business School).

Tsadik, S. G. (2017). The effect of reward, benefits and incentives on employee's performance in
case of Zenith Bank (Unpublished Master Thesis) Addis Ababa University. Addis Ababa.

Utin, N. H., & Yosepha, S. Y. (2019). The model of employee performance. International
Review of Management and Marketing, 9(3), 69.

Van Beurden, J., Van Veldhoven, M., & Van De Voorde, K. (2018, July). When are HR practices

effective for job performance? The role of employee HR Effectiveness ratings. In Academy of
Management Proceedings (Vol. 2018, No. 1, p. 14185). Briarcliff Manor, NY 10510: Academy of

Management.
Yavuz, M. (2010). The effects of teachers' perception of organizational justice and culture on
organizational commitment. African journal of business management, 4(5), 695.
Zada, M., Wang, Y., & Jun, Z. (2022). Psychological contract, distributive justice, and

introjected motivation: A mediation model of work performance. Current Psychology, 41(5),
2683-2695. https://doi.org/10.1007/s12144-021-01846-3

Zamri, M. N., Aziz, W. A. W. A., Rasak, N. T. S. & Suhaimi, M. H. (2024). The Relationship between
Workload and Job Performance in Private Higher Education Institutions: A Case Study in Kolej
Poly-Tech MARA, Northern Malaysia. e-Academia Journal of UiTM Cawangan Terengganu, 13
(2) 102-114, November 2024

Zoghbi-Manrique-de-Lara, P., & Ting-Ding, J. M. (2017). Task and contextual performance
as reactions of hotel staff to labor outsourcing: The role of procedural justice. Journal of Hospitality
and Tourism Management, 33, 51-61.

Volume 14 Issue 1 : Year 2025 124
eISSN : 2289 - 6589
Copyright © UiTM Press, e-Academia Journal of Universiti Teknologi MARA Cawangan Terengganu



	2.5  Hypothesis Development
	H1: Extrinsic rewards have a significant effect to the distributive justice.
	H2: Intrinsc rewards have a significant effect to the distributive justice.
	H3: Distributive justice have a significant effect to the employee performance.
	H4: Distributive justice mediates the relationship between extrinsic rewards and employee    performance.
	H5: Distributive justice mediates the relationship between intrinsic rewards and employee performance.

	Ramayah et al., (2018) posited Heterotrait-Monotrait (HTMT) ratio to determine the correlation indicator between various occurrences by dividing the geometric mean value of the Heterotrait-Monotrait correlation by the average correlation of Heterotrai...

