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Abstract

Perceived fairness in pay system has two critical features, namely procedural 
fairness and distributive fairness. Recent studies have shown that the 
capability of employers to propose and administer pay systems appropriately, 
including allocating pay and determining the value of pay in a fair manner, 
has a positive association with employees’ work-related attitude. Although 
this association has been well-researched, the role of perceived fairness as a 
vital predicting variable of work-related attitude, particularly towards job 
satisfaction and organizational commitment, has still not been thoroughly 
deliberated. Hence, this study fills this gap. Self-report survey questionnaires 
were collected from the employees of a public audit agency in Peninsular 
Malaysia. Smart PLS software was utilized to assess the quality of the 
research instrument and test the research hypotheses. The results of hypothesis 
testing confirm that perceived procedural fairness and distributive fairness 
in managing the pay system, are important determinants of job satisfaction 
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and organizational commitment in the examined organization. Additionally, 
this study offers useful guidelines for practitioners to improve the pay 
management system and proposes future studies. 

Keywords: Procedural fairness, distributive fairness, pay system, job 
satisfaction, organizational commitment.
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Introduction

Organizations use different terms when referring to their pay system. 
This variation is observable not only across organizations in different 
parts of the world, but also within the same country. Among the 
widely used terms are compensation, reward, remuneration, salary 
and wages, all of which refer to the same thing (Martocchio, 2019; 
Newman, Cinelli, Vorhies,  & Folse, 2019). From the human resource 
management view point, pay system is interpreted as employers 
giving several types of reward to employees, such as monetary returns 
(e.g., salary and bonus), benefits (e.g., leave, health care and income 
protection), and relational returns (e.g., recognition and status, non-
routine work and opportunity for learning and self-development). 
In determining pay for employees, most successful organizations 
utilize two major award bases, namely pay for work (e.g., rewards 
based on employees’ job, seniority or duration of employment), and 
pay for performance (e.g., monetary rewards based on employees’ 
competencies, merit and/or productivity) (Ismail & Razak, 2017; 
Newman et al., 2019). Both these award bases are equally important 
and may complement each other in supporting the vision and mission 
of the organization (Milkovich & Newman, 2009; Razak & Ismail, 
2018).

Nonetheless, even where the reward system is designed and 
administered based on standard rules and regulations, its effectiveness 
may be strongly influenced by the management style in the 
organization.  In practice, for example, the willingness of managers to 
avoid political behaviour and/or personal judgments in evaluating 
employees’ performance, would invoke employees’ perception that 
their rewards are fairly determined based on proper procedures and 
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distribution rules in the organization. Further, the level of perceived 
fairness in pay procedures and distribution differs among employees 
even within the same organization. For example, employees will 
perceive fairness if they know that their pay is determined based 
on proper procedures and the rewards that they receive are equally 
allocated according to their contribution. Furthermore, these fairness 
perceptions can encourage employees to improve their work, which 
would lead to an increased positive work-related attitude. 

Despite extensive studies on perceived fairness in the context of the 
organization, researchers have argued that its role in pay systems has 
still not been adequately discussed (Anuar, Ismail, & Abdin, 2014; 
Munir, Aziz,  Shaladin, & Muhammad,  2013), possibly due to several 
reasons: first, previous studies have focused on the internal aspects 
of perceived fairness, such as its conceptual definition, importance, 
and type (Ali & Saifullah, 2014; Rahman, Shahzad, Mustafa, Khan, 
& Qurashi, 2016); and second, extant empirical research has utilized 
modest and direct effect models to evaluate separate relationships 
between two variables, i.e., the relationship between employee attitude 
and perceived fairness in pay systems; and the relationship between 
perceived fairness in specific pay types and a particular work-related 
attitude (e.g., turnover intention, satisfaction, commitment) (Anuar et 
al., 2014; Colquitt, Conlon, Wesson, Porter, & Ng, 2001).

Furthermore, existing models have been measured using simple 
behavioural statistics which could display the nature and degree of 
relationships between the variables, but which neglect the effect size 
and nature of perceived fairness in pay systems as a crucial predicting 
variable (Rehman, Rehman, Khan, Saeed, Adeel, & Tariq, 2015; 
Rahman et al., 2016). Due to the complexity of this issue, these general 
findings may not translate well into practical recommendations, in 
particular, for the purpose of formulating fair pay management 
systems, which are very much needed to support the strategies and 
objectives of the organization, amidst the intense global competition 
(Naqvi, Kanwal, Ishtiaq, & Ali,  2013; Rehman et al., 2015). Hence, this 
study elucidates this conundrum by measuring the effect of perceived 
fairness on work-related attitude in the context of pay management 
systems. The study’s objective is four-prone, namely, to evaluate the 
relationships between: a) procedural fairness and job satisfaction; 
b) distributive fairness and job satisfaction; c) procedural fairness 
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and organizational commitment; and d) distributive fairness and 
organizational commitment.

Literature Review

Past studies on organizational compensation have found that 
perceived fairness in pay systems leads to higher positive work-related 
attitude, including organizational commitment and job satisfaction 
(Abbasi & Alvi, 2012; Cohen-Charash & Spector, 2001; Colquitt, 2001). 
Perceived fairness in pay systems consists of two major categories, 
namely: a) procedural fairness, which concerns fairness in the process 
of distributing pay to employees (Erdogan, Kraimer, & Liden, 2001); 
and b) distributive fairness, which emphasizes on the fairness in 
determining outcome values that are commensurate with employee 
contributions (Colquitt, Zapata-Phelan, &  Roberson,  2005; Folger 
& Cropanzano, 1998; George & Wallio, 2017; Nabatchi, Bingham, & 
Good, 2007). According to the organizational behaviour viewpoint, 
job satisfaction is normally assessed based on cognitive and/or 
affective paradigms, in the sense that employees who have positive 
thinking after assessing their job or positive emotions about the job 
that they do, are considered satisfied (Colquitt, LePine & Wesson, 
2017; Robbins & Judge, 2007). This is because job satisfaction may 
consist of intrinsic job aspects (such as job prospects and ability to use 
a variety of skills in doing daily work); or extrinsic job aspects (such 
as satisfaction with their superiors, co-workers, reward and work 
environment) (Bakhshi, Kumar, & Rani, 2009); Yahya, Johari, Adnan, 
Mohd-Isa, & Daud, 2008; Misener, Haddock, Gleaton, & Ajamieh, 
1996). If employees feel satisfied with any of their job aspects, this 
may induce a higher satisfaction with their job. 

Conversely, organizational commitment is usually defined as a 
psychological bond between employees and the organization. It 
comprises three major types, namely continuance commitment 
(employees’ feelings that they obtain more gains if they stay with their 
organization); affective commitment (employees’ positive emotional 
attachment to the organization); and normative commitment 
(employees’ obligatory feelings to stay with their organization). 
If employees have a high degree of continuance, normative, and 
affective commitment, they will also have high level of attachment 
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to their organization (Allen & Meyer, 1990; Robbins & Judge, 2007; 
Yahya et al., 2008).	

The influence of perceived fairness in pay systems in changing work-
related attitude can be explained by several theories on organizational 
fairness. Leventhal’s (1980) Procedural Fairness Theory, for example, 
suggests six fairness rules in the process and system of distributing 
pay to employees, namely: a) consistency (i.e., across employees and 
across time); b) impartiality (i.e., free from vested interest); c) accuracy 
(i.e., right information used to make decisions); d) representativeness 
(i.e., seeking opinions of various groups in making decisions); e) 
correctability (i.e., establishment of mechanisms to correct inaccurate 
decisions); and f) ethical standards (i.e., compliance to ethical and 
moral standards). Therefore, when employees perceive their pay has 
been determined fairly, a more positive behaviour is demonstrated. 
Conversely, Adams’ (1963) Equity Theory highlights the balance 
between employees’ input (such as work contribution) and output 
(such as reward) in the organizational exchange and distribution. 
Perceived fairness will be enhanced if employees feel that equity is not 
violated, i.e., the value of pay equals their contribution (Adams, 1963; 
1965). Therefore, if an individual receives lower output in comparison 
to input, the individual may adjust the way of doing work, which is 
perceived as commensurate, resulting in doing less work.

The relationship between perceived fairness in pay systems and work-
related attitude has been proven in several studies on organizational 
settings. Such studies include the survey on 2,505 participants at 
the University of Georgia, US (Clay-Warner, Reynolds, & Roman, 
2005); 128 staff employed in an Indian medical college (Bakhshi et 
al. 2009); 229 employees at an electrical industry, Jordan (Al-Zu’bi, 
2010); 300 respondents at several small and medium industries in the 
Klang Valley, Peninsular Malaysia (Choong, Wong, & Tioh, 2010); 150 
lecturers at the University of Punjab, India (Aslam, 2012); 131 workers 
from the Iranian Sports Federation, in Iran (Sareshkeh, Ghaziani,  & 
Tayebi,  2012); 25 employees working in the banks in Balochistan 
(Ali & Saifullah, 2014); 120 Gomal University’s academic staff in 
Pakistan (Rehman et al., 2015); 38 employees at CV Tanaya Fiberglass 
in Surabaya, Indonesia (Kristanto, 2015); and 400 employees in the 
telecom sector in Pakistan (Khattak, Sindhu, Haider, & Urooj, 2017). 
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The abovementioned investigations have led to two vital discoveries. 
Firstly, organizations implement certain decision-making rules 
to ensure procedural fairness in managing pay systems, such as 
using consistent procedures to distribute pay, allowing employees 
to be involved in making pay decisions, determining pay based on 
employee performance, and giving opportunity to employees to 
express feedback and suggestions regarding pay systems. The ability 
of the management to distribute pay according to such procedures 
has led to greater positive work-related attitude, especially job 
satisfaction (Choong et al., 2010; Al-Zu’bi, 2010; Aslam, 2012); and 
organizational commitment (Bakhshi et al., 2009; Kristanto, 2015; Ali 
& Saifullah, 2014; Rehman et al., 2015).

Secondly, organizations establish an equity criterion to determine 
distributive fairness in managing pay systems. Under this perspective, 
pay (e.g., pay rates, pay rise, pay levels and variable rewards) is 
equally distributed based on contributions from employees (e.g., 
ability, effort and experience); and/or performance (e.g., merit, 
competency and productivity). Consequently, this practice could 
lead to an increasingly positive work-related attitude, particularly job 
satisfaction (Al-Zu’bi, 2010; Clay-Warner, Reynolds, & Roman, 2005); 
and organizational commitment (Ali & Saifullah, 2014; Khattak et al., 
2017; Kristanto, 2015; Rehman et al., 2015). The conceptual framework 
of this research is exhibited in Figure 1.

Figure 1. Conceptual framework.

Referring to the evidence discussed above, the following hypotheses 
are formulated: 

H1: Procedural fairness has a positive impact on job satisfaction.
H2: Distributive fairness has a positive impact on job satisfaction. 
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H3: Procedural fairness has a positive impact on organizational 
commitment.

H4: Distributive fairness has a positive impact on organizational 
commitment.

Methodology

Research Design 

This research was carried out at the headquarters of a public audit 
agency in West Malaysia. The organization is an independent 
government agency established to carry out audit of the accounts 
of ministries, departments, agencies and companies under the 
federal and state governments of Malaysia. This organization aims 
to become an exemplary organization in managing audit activities. 
In order to empower its employees, this organization adopts the pay 
system issued by the Public Services Department (PSD) of Malaysia. 
The remuneration system outlines the level, type and/or amount of 
reward according to performance, duration of tenure, and academic 
qualifications, as well as the procedure and distribution of rewards. 
In general, the standard rules and regulations stipulated are meant to 
ensure that equity and fairness are upheld by a PSD agency (Public 
Service Department, 2018).

A research design using survey method was adopted, thereby 
ensuring accurate data collection and reduced bias, and to generally 
increase the quality of the data (Creswell, 2014; Sekaran & Bougie, 
2010). During initial data collection, a questionnaire was drafted in 
the Malay Language in accordance with literature on organizational 
fairness. Then, the questionnaire was translated into the English 
language as the back-translation technique is useful to improve the 
reliability and validity of the study results.

Measures

The survey questionnaire consists of two main sections. The first 
section deals with nine items for perceived fairness in pay systems, 
namely procedural fairness (PRJC) and 10 items for distributive 
fairness (DTBC), adapted from Greenberg et al. (2003), Ikramullah, 
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Shah, Hassan, Zaman, and Khan  (2011), Ismail, Madrah, Aminudin,  
and Ismail (2013), Moorman, Blakely and Niehoff (1998), and Walsh 
(2003). The second section is on attitude relating to work, namely job 
satisfaction (JSTN) and organizational commitment (OGCT). JSTN 
comprises 13 items based on Mas’ud (2004), Singh, and Sharma 
(1999), and Warr, Cook, and Wall (1979); while OGCT was analysed 
using 11 items adapted from Allen and Meyer (1996), LaMastro 
(1999), Jaros (2007), Hamidun (2009), and Mowday, Porter, and 
Steers  (1982). All items were analysed using a seven-point Likert 
scale, ranging from “strongly disagree”/“strongly dissatisfied” (1) to 
“strongly agree”/“strongly satisfied” (7). Participants’ characteristics 
were utilized as controlling variables because this research focused 
on employee attitude.

Sample

This study sampled the employees of the examined organization. A 
purposive sampling plan was employed because the details as well 
as total number of employees in the organization were not given due 
to confidentiality reasons. Consequently, the researchers could not 
use a randomized technique to select the respondents. The sample 
for this study was selected as follows: first, 500 survey questionnaires 
were distributed to various divisions of the examined organization. 
Out of this,  269 (53.8%) questionnaires were returned; second, all 
269 responses were selected as the research sample after determining 
the usability of the returned responses as well as ascertaining that 
all participation was voluntary; third, whether or not the sample is 
sufficient was calculated according to the rule of thumb, “the sample 
size should be equal to or larger than 10 times the largest number of structural 
paths directed at a particular construct in the structural model” (Hair, 
Hult, Ringle, & Sarstedt, 2017), and “the measurement models have an 
acceptable quality of terms of outer loadings (e.g., loadings should be above 
the common threshold of 0.70)” (Hair et al. 2017). This study shows that 
DTBC has 10 items and it is the variable that has the highest number 
of formative indicators in the survey questionnaire. Therefore, based 
on the10-times rule, a minimum sample size of 100 respondents is 
required. Accordingly, the number of samples in this research (269) 
was deemed sufficient as it satisfactorily fulfils the abovementioned 
criteria, thus allowing it to be used to assess the hypothesized model. 
Next, as suggested by Eichhorn (2014) and Podsakoff, MacKenzie, 
Lee, and Podsakoff  (2003), Burck and Peterson’s (1980) single factor 
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test was applied in order to observe any bias in the survey data. The 
outcome of the test showed a variance percentage of 45.877, well 
below the 50% variance mark, hence signifying the lack of data bias 
in the survey. 

Data Analysis

SmartPLS software was utilized as the data analysis tool as it can 
deliver latent variable results, handle issues related to small sample 
size, and evaluate complex research models (Hair et al., 2017; 
Reinartz et al., 2009). Following the experts’ recommendations, firstly, 
confirmatory factor analysis was conducted to evaluate the reliability 
and validity of the instrument; and secondly, SmartPLS path model 
analysis was utilized to test the direct effects model. Based on the 
one-tailed test, the hypotheses were found to be significant as the 
t-statistics revealed a value of more than 1.65 (Hair, Hult, Ringle & 
Sarstedt, 2017; Reinartz, Haenlein, & Henseler, 2009). Furthermore, the 
R2 value was used as a standard to determine the model’s predictive 
strength depending on the rule: 0.02 (weak), 0.13 (moderate), and 0.26 
(substantial) (Cohen, 1988). The f2 value determines the effect size of 
the predicting variable of the model with the following baselines: 0.02 
(weak), 0.15 (medium), and 0.35 (large) (Hair et al., 2017). Further, the 
standardised root mean square residual (SRMR) value of less than 
0.08 (Hu & Bentler, 1998) is used to show whether or not the model 
meets the model fit standard. Finally, the latent exogenous variable 
with a Q2 value of more than zero, ascertains the predictive relevance 
of the model (Hair et al., 2017).

Results

Respondents’ Characteristics

Table 1 shows the majority of employees who participated in this study 
are female (79.6%), aged 25 to 34 years old (43.9%), mainly diploma 
holders (42.8%) and married (85.9%). In terms of employment, most of 
them are technical staff (61.0 %), are permanently employed (98.6%), 
work in management sector (52.4 %), have been employed for five 
to 14 years (69.9%), and earn a monthly gross income ranging from 
RM2,000 to RM3,999 (53.5%).
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Table 1

Respondents’ Characteristics (n=269)

Characteristic Sub-Profile Percentage

Gender Male
Female

20.4
79.6

Age Below 25 years old
25 to 34 years old
35 to 44 years old
45 to 54 years old
55 years old  and above

4
43.9
41.7
8.9
5.2

Highest level of 
education

Lower School Certificate (SRP/PMR/
LCE)
High School Certificate (SPM/MCE)
Higher School Certificate (STPM/HSC)
Diploma
Bachelor’s Degree
Master’s Degree

1.5
8.6
3.7

42.8
37.9
5.6

Marital status Single
Married

14.1
85.9

Employment 
status

Permanent
Daily part-time worker

98.6
1.4

Sector Management
Financial
Governance
Performance

52.4
9.7

21.2
0.4

Position Professional Management
Supervisor
Technical Staff
Clerical and support staff
Others

33.5
4.5

61.0
1.1

16.4

Length of 
service

Gross income

Less than 5 years
5-14 years
15-24 years
More than 25 years
RM2,000 and less
RM2,000-RM3,999
RM4,000-RM5,999
RM6,000-RM7,999
RM8,000-RM9,999
RM10,000 and above

7.1
69.9
13.8
9.3
4.5

53.5
28.7
8.9
3.7
0.7



    11      

IJMS 26(2), 1–26 (2020)          

Ta
bl

e 
2

Co
nv

er
ge

nt
 V

al
id

ity
 A

na
ly

sis

C
on

st
ru

ct
PR

JC
D

TB
C

JS
TN

O
G

C
T

AV
E

PR
JC

 
0.

72
6

Th
e 

pr
oc

ed
ur

e 
fo

r
…

ob
ta

in
in

g 
in

fo
rm

at
io

n 
ab

ou
t t

he
 re

w
ar

d 
sy

st
em

 is
 e

ffi
ci

en
t a

nd
 

eff
ec

tiv
e

…
m

ak
in

g 
a 

de
ci

si
on

 o
n 

pa
y 

is
 fa

ir

0.
87

6
0.

81
7

…
re

w
ar

d 
co

m
pl

ie
s w

ith
 th

e 
pr

es
cr

ib
ed

 st
an

da
rd

s
0.

83
7

…
ob

ta
in

in
g 

in
fo

rm
at

io
n 

ab
ou

t t
he

 re
w

ar
d 

sy
st

em
 is

 e
as

y
0.

85
8

…
ob

ta
in

in
g 

in
fo

rm
at

io
n 

ab
ou

t t
he

 re
w

ar
d 

sy
st

em
 is

 e
ffi

ci
en

t a
nd

 
eff

ec
tiv

e
0.

90
1

Th
e 

pr
oc

ed
ur

e 
is

 co
ns

is
te

nt
0.

88
9

Ex
is

tin
g 

pr
oc

ed
ur

es
 a

llo
w

 e
m

pl
oy

ee
s t

o 
ge

t a
cc

ur
at

e 
in

fo
rm

at
io

n 
ab

ou
t r

es
ul

ts
 o

f 
re

w
ar

ds
0.

84
5

Th
e A

nn
ua

l W
or

k 
Ta

rg
et

 (S
K

T)
 p

ro
ce

du
re

 in
 a

ss
es

si
ng

 w
or

k 
pe

rf
or

m
an

ce
 a

nd
 

re
w

ar
d 

is
 fa

ir
0.

75
0

Re
w

ar
d 

m
an

ag
em

en
t p

ro
ce

du
re

s h
av

e 
cl

ea
r s

ta
nd

ar
ds

 
0.

88
8

D
TB

C
 

0.
67

2

Th
e 

re
w

ar
d 

re
ce

iv
ed

 
…

is
 co

ns
is

te
nt

 w
ith

 m
y 

w
or

k 
ex

pe
rie

nc
e

0.
87

4

(c
on

tin
ue

d)



12        

IJMS 27(2), 1–26 (2020)                

C
on

st
ru

ct
PR

JC
D

TB
C

JS
TN

O
G

C
T

AV
E

…
is

 e
qu

iv
al

en
t t

o 
eff

or
ts

0.
81

5
…

is
 e

qu
iv

al
en

t t
o 

th
e 

nu
m

be
r o

f d
ep

en
de

nt
s

0.
71

2

…
is

 su
ffi

ci
en

t f
or

 th
e 

le
ve

l o
f e

du
ca

tio
n

0.
82

0
…

is
 e

qu
iv

al
en

t t
o 

po
si

tio
n

0.
85

8
…

m
at

ch
es

 m
y 

w
or

k 
pe

rf
or

m
an

ce
0.

89
3

…
co

m
m

en
su

ra
te

 w
ith

 m
y 

w
or

k
0.

89
0

Th
e 

cr
ite

ria
 fo

r r
ec

ei
vi

ng
 th

e 
Ex

ce
lle

nt
 S

er
vi

ce
 A

w
ar

d 
(A

PC
) b

as
ed

 o
n 

th
e A

nn
ua

l 
Pe

rf
or

m
an

ce
 A

ss
es

sm
en

t R
ep

or
t i

s f
ai

r
0.

70
6

Re
w

ar
ds

, s
uc

h 
as

 tr
ai

ni
ng

 fa
ci

lit
ie

s, 
se

m
in

ar
s, 

co
nt

in
ui

ng
 le

ar
ni

ng
 o

pp
or

tu
ni

tie
s, 

in
-h

om
e 

an
d 

ab
ro

ad
 co

ur
se

s a
re

 a
pp

ro
pr

ia
te

ly
 d

et
er

m
in

ed
 w

ith
 w

or
k 

pe
rf

or
m

an
ce

0.
76

8

M
y 

w
or

kl
oa

d 
is

 e
qu

iv
al

en
t t

o 
th

e 
re

w
ar

d 
I r

ec
ei

ve
0.

83
6

JS
TN

 
0.

64
5

I a
m

 sa
tis

fie
d 

w
ith

 
…

th
e 

at
te

nt
io

n 
gi

ve
n 

to
 m

y 
id

ea
s a

nd
 su

gg
es

tio
ns

0.
91

0

…
jo

b 
va

ria
tio

ns
 in

 m
y 

w
or

k
0.

85
8

…
m

y 
jo

b
0.

81
8

…
th

e 
gu

ar
an

te
ed

 re
w

ar
d 

as
 a

 re
su

lt 
of

 m
y 

w
or

k
0.

80
9

…
th

e 
pr

ac
tic

e 
of

 g
oo

d 
va

lu
es

 a
nd

 re
lig

io
us

 d
em

an
ds

 in
 m

y 
w

or
k

0.
70

9

…
re

w
ar

d 
I r

ec
ei

ve
 a

s a
 re

su
lt 

of
 m

y 
eff

or
t

0.
83

2

…
w

ha
t I

 h
av

e 
no

w
0.

72
2

(c
on

tin
ue

d)



    13      

IJMS 26(2), 1–26 (2020)          

C
on

st
ru

ct
PR

JC
D

TB
C

JS
TN

O
G

C
T

AV
E

…
th

e 
re

co
gn

iti
on

 I 
ge

t f
or

 th
e 

qu
al

ity
 o

f m
y 

w
or

k
0.

83
7

…
th

e 
op

po
rt

un
iti

es
 g

iv
en

 b
as

ed
 o

n 
m

y 
sk

ill
s

0.
81

7
…

th
e 

fr
ee

do
m

 to
 w

or
k 

ac
co

rd
in

g 
to

 m
y 

ab
ili

tie
s

0.
81

0
…

th
e 

re
la

tio
ns

hi
p 

be
tw

ee
n 

em
pl

oy
er

s a
nd

 e
m

pl
oy

ee
s i

n 
m

y 
or

ga
ni

za
tio

n
0.

81
5

…
ho

w
 m

y 
or

ga
ni

za
tio

n 
is

 co
nt

ro
lle

d
0.

74
4

…
th

e 
en

do
rs

em
en

t f
or

 m
y 

pr
om

ot
io

n
0.

73
0

O
G

C
T 

0.
72

1
I a

m
 

co
m

m
itt

ed
 

…
to

 w
or

k 
ha

rd
0.

86
2

…
be

ca
us

e 
th

e 
va

lu
es

 o
f t

hi
s o

rg
an

iz
at

io
n 

is
 p

ar
al

le
l t

o 
m

y 
va

lu
es

0.
90

8
…

to
 a

tta
in

 th
e 

m
is

si
on

 o
f t

hi
s o

rg
an

iz
at

io
n

0.
88

4
Th

e 
ch

oi
ce

 o
f w

or
k 

ou
ts

id
e 

m
y 

or
ga

ni
za

tio
n 

is
 li

m
ite

d 
if 

I r
es

ig
n 

fr
om

 th
e 

or
ga

ni
za

tio
n 

I a
m

 se
rv

in
g 

no
w

0.
80

6

I a
m

 h
ap

py
 to

 b
e 

pa
rt

 o
f t

hi
s o

rg
an

iz
at

io
n

0.
80

3
I w

or
k 

ha
rd

 b
ec

au
se

 o
f m

y 
re

lig
io

us
 b

el
ie

fs
0.

73
3

Th
e 

or
ga

ni
za

tio
n 

is
 cl

os
e 

to
 m

y 
so

ul
0.

86
6

I a
m

 d
ev

ot
ed

 to
 se

rv
in

g 
th

is
 o

rg
an

iz
at

io
n

0.
88

4
I w

or
k 

in
 th

is
 o

rg
an

iz
at

io
n 

be
ca

us
e 

of
 m

y 
ne

ed
s a

nd
 w

an
ts

0.
86

0
I f

ee
l t

he
 b

es
t c

ho
ic

e 
is

 to
 st

ay
 in

 th
is

 o
rg

an
iz

at
io

n
0.

82
0

M
y 

or
ga

ni
za

tio
n 

de
se

rv
es

 m
y 

co
nt

in
ue

d 
co

m
m

itm
en

t
0.

89
6



14        

IJMS 27(2), 1–26 (2020)                

Measurement Model

Table 2 displays the correlation of the items and the constructs of the 
study. All the constructs have loadings of more than 0.70 and Average 
Variance Extracted (AVE) values for all constructs are greater than 
0.50. These results meet the adequate standards of convergent validity 
analysis as specified by Hair et al. (2017) and Reinartz et al. (2009).

Table 3 displays the findings of discriminant validity and composite 
reliability analyses. All constructs have values showing a heterotrait-
monotrait (HTMT) ratio of correlation lower than 0.90, while the 
confidential interval values (in parenthesis) are lower  than 1.0 (Hair 
et al., 2017). The outcomes indicate all constructs fulfil the criteria of 
discriminant validity analysis. All constructs’ composite reliability 
values are more than 0.80, signifying all constructs have a great 
internal consistency (Nunnally & Bernstein, 1994).

Table 3

Composite Reliability and Discriminant Validity Analyses

Construct Heterotrait-Monotrait Ratio of 
Correlation

Composite Reliability

JSTN OGCT

PRJC 0.248
(0.128, 0.388)

0.150
(0.003, 0.287)

0.960

DTBC 0.490
(0.353, 0.611)

0.270
(0.123, 0.421)

0.953

JSTN 0.959

OGCT 0.966

Table 4 displays the variance inflation factor (VIF) and descriptive 
statistics. All constructs having mean values ranging from 4.648 
to5.399, show that PRJC, DTBC, JSTN and OGCT have levels ranging 
from high (4) to highest (7) levels. The coefficient correlations between 
the independent variables (PRJC and DTBC) and the dependent 
variables (JSTN and OGCT) have VIF values below 5.0, signifying 
all constructs do not indicate any major collinearity problem (Hair et 
al., 2017). Thus, the findings help reaffirm that all constructs fulfil the 
criteria of validity and reliability analyses. 
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Table 4

Variance Inflation Factor and Descriptive Statistics

Construct Mean Standard Deviation Variation Inflation Factor

JSTN OGCT

PRJC 4.760 0.915 1.938 1.938

DTBC 4.648 1.056 1.938 1.938

JSTN 5.139 0.739

OGCT 5.399 0.672

Outcomes of Testing the Hypotheses

Table 5 shows the outcomes of testing Hypotheses 1 and 2, whereby 
both hypotheses are supported. The addition of PJRC and DTBC in 
the analysis rationalised 47 percent of the variance in JSTN, in terms of 
explanatory power. This finding demonstrates that the overall model 
has a large effect (Cohen, 1988). Other than that, PRJC is significantly 
and positively correlated with JSTN (β=0.248; t=3.717). Similarly, 
DTBC has a positive and significant correlation with JSTN (β=0.490; 
t=0.234). Thus, it is confirmed that PRJC and DTBC act as essential 
determinants of JSTN.

Table 5

Relationship between Perceived Fairness in Pay Systems and Job Satisfaction

Hypotheses Beta 
Value

T 
Value

R2 Decision

H1: Procedural fairness has a positive 
impact on job satisfaction.

0.248 3.717 0.470 Large 
Effect

H2: Distributive fairness has a positive 
impact on job satisfaction.

0.490 7.298

Note: Significant at *t value > 1.65 (one tail test) 

Apart from hypotheses testing, the study also examined the model 
fit, effect size, and predictive relevance of the study’s model using 
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blindfolding and bootstrapping. Results of the bootstrapping test 
display two essential outcomes: firstly, f2 value of the relationship 
between PRJC and JSTN is 0.060, which is greater than 0.02 but lesser 
than 0.15. This result indicates a weak effect of PRJC on JSTN (Hair 
et al., 2017). Meanwhile, the correlation between DTBC and JSTN has 
a f2 value of 0.234, that is more than 0.15 but less than 0.35 (Hair et 
al., 2017). This outcome demonstrates a medium effect of DTBC on 
JSTN. Second, SRMR value has a value of 0.064, that is less than 0.08 
(Hu & Bentler, 1998), thus demonstrating the model has a good fit. 
Next, the result of blindfolding test shows that JSTN has a Q2 value of 
0.273, and this value is more than 0, showing that JSTN has predictive 
relevance (Hair et al., 2017).

The results of testing Hypotheses 3 and 4 are shown in Table 6. The 
addition of PJRC and DTBC in the analysis clarifies the 0.15 percent of 
the OGCT variance. This finding demonstrates that the overall model 
has moderate effect (Cohen, 1988). Other than that, PRJC is positively 
and significantly correlated with OGCT (β=0.150; t=2.070). Similarly, 
DTBC has a positive and significant correlation with OGCT (β=0.270; 
t=3.431). Thus, both H3 and H4 are supported.

Table 6

Relationship between perceived fairness in pay systems and organizational 
commitment

Hypotheses Beta 
Value

T 
Value

R2 Decision

H3: Procedural fairness 
has a positive impact 
on organizational 
commitment.

0.150 2.070 0.152 Moderate 
Effect

H4: Distributive fairness 
has a positive impact 
on organizational 
commitment.

0.270 3.431

Note: Significant at *t value > 1.65 (one tail test) 
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The results of bootstrapping test display two important findings. 
First, the relationship between PRJC and OGCT has a value of 0.014 
for f2, that is less than 0.02 (Hair et al., 2017). This outcome indicates 
a weak effect of PRJC on OGCT. Meanwhile, DTBC and OGCT have 
a correlation value of 0.044 for f2 - greater than 0.02 but less than 0.15 
(Hair et al., 2017). This outcome demonstrates a weak effect of DTBC 
on OGCT. Second, SRMR value has a value of 0.069, demonstrating a 
good fit, as it is less than 0.08 (Hu & Bentler, 1998). Further, the results 
of blindfolding test show that OGCT has a Q2 value of 0.092, which is 
greater than zero (Hair et al., 2017), illustrating predictive relevance 
for OGCT. 

Discussion

These findings demonstrate that perceived fairness in pay systems 
is indeed an important determinant of positive work-related 
attitude. In the context of this research, the studied organization is 
a Malaysian public audit agency which follows the remuneration 
guidelines issued by the PSD, Malaysia. The remuneration guidelines 
guide the management to use standard remuneration principles 
in distributing and allocating pay (monetary and non-monetary 
payments) to all employees in the organization. For example, formal 
rules and regulations are normally used to guide the management in 
making fair pay decisions, such as by avoiding political behaviour in 
performance assessments and using standardized pay policies for all 
employees. The formal rules are meant to facilitate the administration 
of the formal processes and systems of pay allocation and distribution, 
based on the level, type, and/or quantum of pay according to job 
functions (e.g., yearly salary increases and non-monetary benefits 
based on job structure) and/or performance (e.g., yearly honorarium 
and recognition certificates for high performers). These formal rules 
are viewed as an important instrument to ensure equity in fulfilling 
employees’ needs and expectations. The majority of respondents in 
this study view the levels of PRJC, DTBC, JSTN, and OGCT as high. 
This view sends a signal that a higher perceived fairness in pay 
systems may result in improved job satisfaction and organizational 
commitment in the organization.

This study supports the notion of Leventhal’s (1980) Procedural 
Fairness Theory, by providing empirical evidence that perceived 
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procedural fairness and perceived distributive fairness in pay 
system are important determinants of work-related attitude. The 
predicting variable of procedural fairness is consistent with the 
notion of Leventhal’s (1980) Procedural Fairness Theory, which posits 
that fair pay decisions (i.e., with consistency, impartiality, accuracy, 
representativeness, correctability and ethical standards) will lead to 
employees’ heightened feeling of procedural fairness, that in turn, 
will lead to organizational commitment and greater job satisfaction. 
The essence of this theory has been supported in several studies by 
Choong et al. (2010), Kristanto (2015), Al-Zu’bi (2010), Aslam (2012), 
and Rehman et al. (2015).

Conversely, the predicting role of distributive fairness has received 
strong support from the essence of Adam’s (1963) Equity Theory, 
which postulates that allocation of employees’ output (e.g., type, level 
and/or value of pay) equal to their input (e.g., effort, contribution 
and/or performance) will invoke employees’ perceptions of 
distributive fairness, which may lead to a higher positive work-
related attitude, especially towards organizational commitment and 
job satisfaction in the organization. The essence of these theories has 
also been supported in other studies, including Al-Zu’bi (2010), Clay-
Warner et al. (2005), Khattak et al. (2017), and Rehman et al. (2015). 

Results of this research offer useful insights for managers to improve 
their own organization’s pay management system. In order to find 
appropriate solutions, the importance-performance map analysis 
(IPMA) generated via SmartPLS is used to help practitioners in 
determining  priority actions for overcoming managerial problems 
(Hair et al., 2017). Results of our analysis display two important 
outcomes. First, distributive fairness has the highest relevance to 
job satisfaction (0.352), but scores the lowest on job satisfaction 
(61.405). Meanwhile, procedural fairness has the lowest importance 
to job satisfaction (0.200), but scores the highest on job satisfaction 
(61.781). Second, distributive fairness shows the highest relevance to 
organizational commitment (0.191), but the lowest to organizational 
commitment (61.405). Finally, procedural fairness has the lowest 
importance for organizational commitment (0.109), but the highest 
score for organizational commitment (61.781). 

These findings send several signals; including that there is a great 
potential to expand on the performance of distributive fairness in the 
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organization. Some recommended actions to enhance distributive 
fairness in pay system are: first, managers should be trained to 
practice fairness rules and avoid political behaviour when making 
pay decisions. This practice will strongly invoke employees’ positive 
perception and decrease their prejudices about appraisal systems, 
among others. Consequently, this condition will motivate employees 
to enhance their career well-being in organizations. 

Second, human-oriented leadership practices should be highly 
promoted among managers to ensure that managers deal with issues 
related to employees in a better way. For example, consultation and 
participation styles in pay allocation (e.g., information sharing, good 
interaction, open feedback and suggestions) will facilitate employees 
to plan their career path (e.g., performance-based reward and 
promotion). These positive reinforcements would eventually decrease 
employees’ complaints and their deviance behaviour. In addition, 
past studies have indicated that issues of low level of service or 
work quality demonstrated by employees can be attributable to low 
employees’ commitment (Yahya et al., 2008). Hence, it is imperative 
for managers to ensure that employees are highly committed by 
ascertaining, among others, that the pay system is properly and 
adequately managed. Ensuring a high level of organizational 
commitment among the employees is especially critical for the public 
sector due to the increasing demands from the members of the public 
in general for these agencies to offer better quality and more flexible 
services to cater to the constantly changing environment of today and 
the more complex challenges.

Third, employee contributions should be appropriately recognized 
by using two major types of award bases, namely performance-
based reward and job-based reward. By offering performance-based 
reward, such as monetary bonus, the management can appreciate 
the performance of each employee, such as high, moderate or low 
performance. Meanwhile, job-based reward is important to appreciate 
employees’ commitment to the organization, their wisdom and 
experience, as well as their ability to perform their daily job. These 
award bases are equally important and may complement each other 
in enhancing employees’ perception of fairness of the pay system. If 
these suggestions are seriously considered, more positive attitudinal 
and behavioral outcomes may be achieved (e.g., trust, loyalty, ethics 
and work quality) in the organization.
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Conclusion

The confirmatory factor analysis indicates that the measurement 
scale adequately fulfils the criteria of validity and reliability. The 
SmartPLS path model analysis confirms that perceived fairness in the 
pay system, indeed acts like a vital predictor of positive work-related 
attitude in the examined organization. Hence, the current research is 
of the view that procedural fairness and distributive fairness should 
be incorporated as critical dimensions in the pay management system. 
This research further suggests that employees’ perceived fairness of 
pay procedure and value of distribution will strongly inspire positive 
employee attitude, such as extra role behaviour, compliance with the 
law and trust of the organization. Therefore, positive attitude may 
help in maintaining and achieving organizational competitiveness 
and performance during economic turbulence and globalization. 

However, the study has some limitations. Firstly, it does not assess 
all aspects or features of the variables of interest. Secondly, the cross-
sectional research design employed in this study is inadequate to 
assess a detailed causal relationship among different employee groups 
within the sample. Thirdly, the influence of respondent characteristics 
in the correlation amongst variables of interest was not assessed. 
Finally, monitoring of response bias was not possible with purposive 
sampling utilized in this study. Due to these limitations, one can only 
generalize with caution.

This study offers several suggestions to strength future research. First, 
respondents’ features, such as gender, age, education and position in 
the organization, can be examined as it might provide an explanation 
on how differences and similarities of respondents’ perception may 
indirectly affect the correlation between perceived fairness in pay 
system and work-related attitude. Second, a longitudinal research 
design is perhaps a suitable approach for researchers to compare the 
relationship between perceived fairness in pay system and work-
related attitude in various organizations. Third, other dimensions 
of perceived fairness in the pay system, such as interpersonal 
communication, information fairness, award basis and value of pay, 
could be considered as well because they have often been discussed 
in extant literature on organizational fairness. Finally, other specific 



    21      

IJMS 26(2), 1–26 (2020)          

indicators of work-related attitude, like extra role behaviour, 
compliance with the law, and ethical behaviour can be considered in 
future investigations as they are normally recognized as important 
outcomes of perceived fairness in pay system. 
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