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ABSTRACT 

Extrinsic reward is a reward that affect employee externally based on what he or she 

does within an organization. Many researches have shown that extrinsic rewards 

provide a greater impact in influencing employees to do their best in the job. Therefore, 

it is very important for an organization to ensure an efficient type of rewards occur 

throughout the entire organization. But, in selecting the best type of extrinsic rewards 

is not easy and have encountered many issues between the workers and human resource 

department. Therefore, this study was conducted to determine the relationship between 

extrinsic rewards and employees’ performance based on Motivation-Hygiene Theory 

by Herzberg (1959) which stated that Motivators can motivate an individual such as 

performance bonuses and Hygiene-factors were said to have a de-motivational value if 

not present in the organization environment such as salary and working conditions. 

Questionnaire was used as the instrument in collecting data among respondents which 

are office staff at a university in Tanjong Malim, Perak. 24 questions were developed 

and categorized according to respective variables which are performance bonuses, 

salary, working condition, employees’ performance and also including demographic 

surveys. A total of 97 questionnaires were valid and had been analyzed to find out the 

outcomes. All tests were done and the results show that working conditions showed a 

positive, strong and significant relationship towards employees’ performance (r=0.520, 

p<0.01). For performance bonuses, the result was positive, moderate and significant 

relationship towards employees’ performance (r=0.492, p<0.01). For salary, it shows 

that salary has positive, weak but significant relationship towards employees’ 

performance (r=0.268, p<0.01). In conclusion, this study determined that performance 

bonuses, salary and working condition are elements in extrinsic rewards that can affect 

the productivity of employees.  
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CHAPTER 1 

INTRODUCTION 

This research investigated the relationships between extrinsic rewards and 

employee’s performance among office staff at Universiti Pendidikan Sultan Idris 

(UPSI) in Tanjong Malim, Perak. This chapter discussed the background of the study, 

the underlying problems regarding the variables, research objectives, research 

questions, importance of the study and limitations. Lastly, definition of terms was also 

provided in this chapter.  

Background of the Study 

In this research, the researcher wanted to investigate further about the use of 

extrinsic rewards in improving employees’ performance as discuss by Irshad (2016). 

There are many extrinsic rewards but only three of them are included in this research 

which are the independent variables, performance bonuses, salary and working 

conditions. Employee performance is a core concept within work and organizational 

psychology. During the past few years, researchers have made progress in clarifying 

and identifying the performance concept (Wiernik, 2015). Every organization depends 

on their employees to achieve the organizational goals. In order to achieve the goals, 

extrinsic rewards are needed to increase the employee’s performance. 

According to Nationalencyklopedin (2015), reward is “either money or honor 

that pays out as compensation, normally as a sign of appreciation or achievement”. Why 

rewards system is important? 


