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Abstract 

Purpose: This study aims to examine the effect of Total Reward 

on employee performance by integrating intrinsic, extrinsic, and 

social reward components within Herzberg’s Two-Factor Theory 

framework. The motivation for this research comes from the gap 

in existing literature, which often emphasizes partial reward 

systems, while the holistic Total Reward perspective remains 

underexplored, particularly in the context of employee motivation 

and performance in Indonesia’s banking sector. 

Research Methodology: The study applied a survey method by 

distributing structured questionnaires to bank employees in 

Lampung Province, Indonesia. A simple random sampling 

technique was employed to ensure representativeness. Data were 

analyzed using Partial Least Squares Structural Equation Modeling 

(SEM-PLS) with SmartPLS, focusing on the second-order 

construct of Total Reward to test the effect of intrinsic, extrinsic, 

and social dimensions on employee performance. 

Results: The findings indicate that intrinsic rewards, such as 

recognition, responsibility, and personal growth opportunities, 

significantly improve employee performance. However, extrinsic 

rewards (salary, benefits, working conditions)1 and social rewards 

(relationships with colleagues and supervisors) did not show a 

significant influence.  

Conclusions: The study concludes that enhancing intrinsic 

rewards is a key driver for boosting employee performance in the 

banking sector. While extrinsic and social rewards remain 

necessary, they are insufficient without meaningful intrinsic 

motivators. 

Limitations: This study is limited to one province and a specific 

industry, reducing its generalizability. 

Contribution: The research contributes to HR management by 

demonstrating the strategic value of focusing on intrinsic rewards 

to foster sustainable performance improvements. 
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1. Introduction 

This study, therefore, seeks to focus on the impact of Total Reward on the performance of employees 

according to Herzberg's Two-Factor Theory (Herzberg et al., 1966). In this view, employee 

performance is a principal determinant of organizational success in human resource management, and 

many means have been put into place to boost the performance of the employees, one of which is a 

reward system. Total reward is an integration of intrinsic, extrinsic, and social rewards to enhance 

motivation and performance (Alhmoud & Rjoub, 2019; Davis et al., 2021). More research has also 

confirmed the importance of rewards on performance and motivation, either through direct paths or 
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mediators (Clay et al., 2022; Murayama, 2022; Wang et al., 2017). Previous studies more often focus 

on partial aspects, such as only intrinsic or extrinsic rewards, without considering the total package of 

rewards or the combination of all kinds of rewards.  

 

The theoretical underpinning of this study hinges on Herzberg's Two-Factor Theory (Herzberg et al., 

1966), which clearly distinguishes between motivators (intrinsic rewards) and hygiene factors (extrinsic 

rewards). In the context of Herzberg, job satisfaction is derived from motivators such as recognition, 

responsibility, and achievement, while dissatisfaction is from hygiene factors such as pay and working 

conditions. Indeed, this explains that for companies to improve employee performance, they must 

manage Total Reward strategically since its two dimensions create an optimal work environment. In 

the same way, earlier studies, such as by Bhatt et al. (2022), have also endorsed the fact that if Herzberg's 

theory is applied to the current workforce, especially the millennials, this may further help in 

understanding the process through which employees can be motivated through a mixture of intrinsic 

and extrinsic rewards.  

 

However, literature gaps still exist regarding the impact of Total Reward on employee performance, 

especially when Total Reward is integrated with Herzberg's Two-Factor Theory. Most previous studies 

focus on intrinsic or extrinsic rewards separately, with only a few paying attentions to combining both 

aspects as a totality approach (Sumiansi, Fadjar, Sutomo, & Wanti, 2025). In addition, there are also 

limitations in research that explore the role of social rewards as part of Total Reward. The social rewards 

of rewards refer to social recognition, peer support, and non-monetary benefits that have thus far 

remained relatively non-descript about how they influence the general performance behavior of 

employees, more so under the considerations put forth by Herzberg's Two-Factor Theory (Davis et al., 

2021; Wang et al., 2017). To date, empirical testing of the effect of Total Reward on employee 

performance comprehensively by use of a model that includes all dimensions of reward has not been 

achieved (Alqudah et al., 2023). This study thus fills that gap by undertaking an in-depth analysis of 

how total reward impacts performance using Herzberg's theoretical approach. The general standard 

solution for improving performance was giving the right rewards, both intrinsic and extrinsic. Most 

researchers made the mistake of just focusing on one type of reward.  

 

However, this research makes an inclusive solution by incorporating Total Reward, which shall cover 

all aspects of reward to create a motivating work environment. The previous literature has proven that 

these intrinsic rewards effectively increase employee performance, ultimately enhancing their internal 

motivation. (Shaheen et al., 2020; Zheng et al., 2020). Some studies also emphasize extrinsic factors 

like salary and incentives to ensure employee motivation (Hareendrakumar et al., 2021).  Some research 

findings indicate that intrinsic and extrinsic rewards influence employee performance across all levels; 

however, the effect varies based on the organizational context and work culture (Li et al., 2023). A 

study conducted in India's public sector indicates that satisfaction with Total Reward contributes 

significantly toward job satisfaction and increased employee productivity in the organizational context 

(Hareendrakumar et al., 2021). Another study conducted in Myanmar indicated that public sector 

organizations following Herzberg's Two-Factor Theory can positively contribute to employee job 

satisfaction (Thant & Chang, 2021).  

 

Several studies related to the effect of Total Reward on employee performance have given empirical 

support to this relationship; however, they are still limited by the study used the approach of Herzberg's 

two-factor theory. For example, the research conducted by Munap et al. (2021) within the Royal 

Malaysian Navy revealed that the practical operation of Herzberg's theory improves workers' 

performance because it enhances their motivator factors. This study did not apply the Total reward 

dimension to some extent; it focused more on motivators or intrinsic rewards. A lack of literature 

pertains to the Herzberg two-factor theory being applied within the whole context of Total Reward, 

particularly toward employee performance. Although some studies have been done on individual 

reward aspects, the combined effect of intrinsic and extrinsic rewards as Total Reward has not been 

widely explored. Therefore, an empirical analysis of the effect of Total Reward on employee 

performance is lacking, which has never been done by (Alrawahi et al., 2020).  
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Therefore, this study will explore and test the effect of Total Reward on employee performance using 

Herzberg's Two-Factor Theory through Structural Equation Modeling Partial Least Square (SEM-PLS). 

This research is novel because it locates a Total Reward approach within the framework of Herzberg's 

Theory. It adds much to the extant literature and provides new solutions for human resource 

management to enhance employee performance. The study will test this hypothesis to provide more 

understanding of how rewards could best be used to motivate and improve employee performance 

(Sihombing & Febriansyah, 2025). 

 

2. Literature Review and Hypotheses Development 
2.1 Herzberg's Two-Factor Theory 

Work motivation has become a critical issue in human resource management, and the most impactful 

theory in this regard is the Two-Factor Theory of (Herzberg et al., 1950). The theory describes two 

main factors influencing work motivation: motivator or intrinsic and hygiene factors, or extrinsic 

reward. This theory states that the motivator factors are those conditions attached to job satisfaction that 

motivate people, such as achievement, recognition, and responsibility. In contrast, hygiene factors 

involve more working conditions, such as salary and company policies, which, though they do not add 

motivation, can prevent dissatisfaction when well controlled (Herzberg et al., 1966). 

 

Recent literature about how intrinsic and extrinsic rewards influence employee motivation and 

performance has continued unabated (Alqudah et al., 2023; Murayama, 2022). Rewards do increase 

work motivation among workers, which then increases their performance. Most studies indicate that 

rewards enhance workers' performances. Rewards can be divided into several categories: the first 

category relates to intrinsic rewards, which give inner work satisfaction itself, and extrinsic rewards, 

which relate to external benefits such as salary and benefits (Manzoor et al., 2021; Shaheen et al., 2020). 

 

One example is research by Clay et al. (2022), which found that rewarding cognitive effort increases 

the intrinsic value of mental work per se, suggesting that intrinsic rewards may be vital in maintaining 

long-term motivation. Conversely, Zheng et al. 92020) demonstrated that in the learning process, 

intrinsically learned rewards capture the participants' attention and also maintain this state during the 

work process, thus intensifying the relationship between intrinsic rewards and employee performance. 

 

However, there still needs to be a gap in the literature regarding Total Reward underpinning Herzberg's 

Two-Factor Theory. Total reward has been considered a bundle of intrinsic and extrinsic rewards as a 

holistic approach toward improving employee motivation and performance. (Lee et al., 2022), who 

researched what affects satisfaction from the perspective of the determinants of job satisfaction, 

Herzberg's Two-Factor Theory, have concluded that satisfaction with each factor can enhance overall 

performance. However, most existing literature tends to dissect the influence of intrinsic and extrinsic 

rewards, not the influence of overall rewards on employee performance (Bhatt et al., 2022; Li et al., 

2023). 

 

It gives the empirical literature a gap and fills how Total Reward, even considering the integration of 

both types of reward, identifies its effects on employee performance based on Herzberg's theory. In 

other words, this study also considers social reward as part of total reward. Social rewards come with 

interpersonal relationships, support from co-workers, and the social environment at work. Other recent 

studies have also pointed out social rewards as essential in increasing employee performance, especially 

in workplaces that foster a more collaborative and supportive team environment (Nguyen & Prentice, 

2022; Tarigan et al., 2022). Nevertheless, relatively few studies have investigated the effect of social 

rewards regarding Herzberg's Two-Factor Theory. Therefore, this study will further investigate the role 

of social rewards in influencing employee performance. 

 

2.2 The Effect of Extrinsic Reward on Employee Performance Based on Herzberg's Two-Factor 

Theory 

According to Herzberg's Two-Factor Theory, hygiene factors cannot create lasting motivation for 

employees, and these factors involve extrinsic rewards like salary, benefits, and working conditions. 
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They can only work to prevent dissatisfaction. While hygiene factors, such as extrinsic rewards, can 

improve poor working circumstances, they will not significantly improve employee performance. Their 

absence may result in dissatisfaction and reduced motivation. According to (Herzberg et al., 1950), 

these factors have little impact on satisfaction and are primarily concerned with employees' work 

contexts. Herzberg says that employees will only continue to be motivated to work if motivators 

(intrinsic rewards) are present. Therefore, high salaries or good facilities will not sustain work 

motivation since employees will have gotten used to these things in the long run (Yustianto, Epenetus, 

Rozika, & Syarif, 2025). 

 

Recent research indeed supports this view. For instance, Shaheen et al. (2020) established that extrinsic 

rewards slightly influence employees' creative performance. It was evident when they said, "Employees 

consider extrinsic rewards as their rightful entitlement; it does not encourage them to enhance 

performance." It is reconfirmed by the research findings of Hareendrakumar et al. (2021) when they 

find that extrinsic rewards are only temporarily fulfilling and do not significantly influence increasing 

long-term productivity or performance. Similarly, Alqudah et al. (2023) observed that extrinsic rewards 

reinforced compliance with organizational rules rather than performance improvement by employees. 

 

Similarly, Nguyen & Prentice (2022) revealed the inverse relationship between rewards and 

performance when employees depend entirely on extrinsic rewards. The study found that employees 

who regard salary or benefits as the primary motivator will progressively deteriorate in performance if 

the reward is not frequently fine-tuned. It, in essence, attests that extrinsic rewards have their limitations 

in motivating and often fail to elicit the long-term motivation necessary for improving performance. 

Herzberg's Two-Factor Theory and existing empirical evidence conclude that extrinsic rewards have no 

significant influence on employee performance. Employees need more intrinsic motivators to motivate 

them to higher performance. This study presents the first hypothesis as follows: 

H1: Extrinsic reward has no effect on employee performance based on Herzberg's Two-Factor Theory 

 

2.2 The Effect of Intrinsic Reward on Employee Performance Based on Herzberg's Two-Factor 

Theory 

According to Herzberg, motivators, also known as intrinsic rewards, are directly linked to the content 

of the job itself. These include responsibility, achievement, recognition, and personal growth. They are 

supposed to be the key factors creating satisfaction with the job and, as a result, intrinsic motivation 

that provokes employees to aim at higher performance. While the extrinsic rewards are short-lived, the 

intrinsic rewards provide a source of motivation for a long time, again making the employees highly 

motivated toward achieving any organizational goal. 

 

There is empirical support for this. Manzoor et al. (2021) study demonstrated that intrinsic rewards 

strongly correlate with employee motivation and performance. They established that workers who felt 

they were appreciated for their contribution and those with defined responsibilities were prone to good 

performance. According to further research by (Murayama, 2022), intrinsic rewards increase workers' 

curiosity and interest in work, translating into better performance. Furthermore, Clay et al. (2022) have 

noted that rewarding cognitive effort can increase the intrinsic value of mental work, making employees 

more internally motivated to complete assigned tasks. 

 

Zheng et al. (2020) emphasized that intrinsic rewards enhance employee engagement and offer deeper 

motivation to achieve their goals. In this context, intrinsic rewards encourage employees to produce 

more work and add creativity toward finding new solutions for accomplishing things. It, therefore, 

implies that intrinsic rewards better impact employee performance because the feeling of being valued 

in one's work makes employees deliver the best. Overall, intrinsic rewards significantly impact 

employee performance since they can offer long-term sustainable motivation. Drawing from empirical 

evidence and Herzberg's Two-Factor Theory, this study second hypothesizes as follow: 

H2: Intrinsic reward positively affects employee performance based on Herzberg's Two-Factor Theory. 
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2.3 The Effect of Social Reward on Employee Performance Based on Herzberg's Two-Factor Theory 

In Herzberg's Two-Factor Theory, the aspects of motivation that influence employee performance are 

divided into two main categories: motivators and hygiene factors. According to Herzberg, motivators 

are intrinsic factors that promote job satisfaction, such as achievement, recognition, and responsibility, 

while hygiene factors are extrinsic factors that prevent dissatisfaction but do not directly motivate or 

improve employee performance (Herzberg et al., 1950; Herzberg et al., 1966). One crucial aspect that 

has yet to be discussed in depth in Herzberg's theory is social reward, which can be classified as a factor 

that plays a role in creating social support and interaction between employees. In this context, social 

rewards include recognition and appreciation provided by coworkers and managers and supportive 

interpersonal relationships in the workplace (Toni, 2025). 

 

Several contemporary studies show that social rewards are essential in improving employee 

performance. Research conducted by Tarigan et al. (2022) found that strong social support from 

management and coworkers can increase productivity and job satisfaction. This research supports the 

view that social rewards significantly influence employee performance. Similarly, research conducted 

by Hareendrakumar et al. (2021) found that satisfaction with total rewards, including social rewards, 

positively impacts public sector employee performance. Social factors include superiors and colleagues, 

who can provide a motivational boost through daily interactions in the work environment. 

 

In addition, social rewards can be seen as part of the motivators in Herzberg's framework as they 

increase recognition and sense of achievement through positive interactions with others in the 

workplace. Munap et al. (2021) research at the Royal Malaysian Navy also found that social rewards 

play a role in improving employee performance through enhancing motivational factors. It aligns with 

the idea that good interpersonal relationships in the workplace can increase intrinsic motivation and, 

ultimately, employee performance. This research shows that although social reward is not an explicit 

part of Herzberg's theory, it can be considered a factor that increases intrinsic motivation through 

positive social interactions. 

 

Furthermore, other studies have also shown that social rewards can mediate the relationship between 

extrinsic and intrinsic rewards and employee performance. For example, research by Nguyen & Prentice 

(2022) found that social interactions and colleague recognition are essential in knowledge sharing 

within the organization, improving employee performance. These findings indicate that social rewards 

drive performance through motivational mechanisms and the development of strong professional 

relationships within the organization. 

 

In a previous literature review, Bhatt et al. (2022) also tested Herzberg's Two-Factor Theory on 

millennials and found that social rewards are essential in motivating young employees. Millennials, 

who rely heavily on social recognition and interpersonal relationships, suggest that social rewards can 

significantly influence employee performance more significantly than previous generations. This 

research highlights the importance of social rewards as a motivator to boost employee performance 

through positive social interactions and recognition from coworkers and management. 

 

Overall, social rewards are an important motivational factor within the framework of Herzberg's Two-

Factor Theory, even though it is not explicitly mentioned in the original theory. Social support from 

coworkers and superiors and social recognition can increase employees' intrinsic motivation, which in 

turn impacts improving their performance. This research strengthens the hypothesis that social rewards 

influence employee performance through increased job satisfaction and intrinsic motivation resulting 

from positive social interactions in the workplace (Li et al., 2023; Tarigan et al., 2022). Therefor third 

hypothesis as follow: 

H3: Social reward affects employee performance based on Herzberg's Two-Factor Theory 

 

3. Method 
3.1 Measurements 

The present paper contributes to the literature on Total Reward and employee performance, using 

Herzberg's Two-Factor Theory as a theoretical framework. The survey questionnaire used in this study 
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was adapted from existing literature to measure different dimensions of Total Reward and employee 

performance. The Total Reward construct was assessed by measuring extrinsic reward, intrinsic reward, 

and social rewards, following Alhmoud & Rjoub (2019). Six latent constructs were created for extrinsic 

rewards, which include 22 items: financial reward, employee insurance, promotion opportunities, 

organizational support of education and training, supervisor support for career development, and 

reasonable workload. These latter items evaluated how rewards affect employee performance. The 

intrinsic reward part included 4 latent constructs in total 28 items. Subjects answered questions on 

supervisor support for job tasks, input into job tasks, the meaning of job tasks, and co-worker support 

factors linked to cognitive motivation.  Finally, the social reward component addressed the helping 

environment, including social support and recognition from co-workers to supervisors. An instrument 

adapted from Rodwell et al. (1998) was used to measure employee performance, who designed a scale 

comprising nine items investigating such aspects of performance as productivity, quality of work, and 

pride in one's work. This address, the perception of Total Reward and its relationship to performance, 

was measured with a 5-point Likert scale questionnaire from Strongly Disagree to Agree Strongly. 

 

3.2 Sample 

The respondents of this study were bank employees in Lampung, Indonesia. Based on the 250 

questionnaires distributed, 205 were returned and filled in altogether, representing a reasonable 

response rate (82%). The respondents were chosen by Simple Random sampling to get general for 

Lampung Bank employees. Prior to the initiation of data collection, the purpose and voluntary 

participation part were explained to every participant. Participants were informed that their data would 

be used for research purposes only and kept anonymous. The majority of the respondents had bachelor's 

degrees, while some had postgraduate or diploma degrees. Most respondents were aged between 31 and 

40. indicating that the age range was even wider. This heterogeneity in terms of education profile and 

age will be able to corroborate the previous study on determinants associated with employee 

performance, whether only total reward or combined variable (Indrayani et al., 2025). 

 

3.3 Data Analysis Tool  

The data analysis was carried out using SmartPLS version 4, mainly focusing on the measurement and 

structural models. The tool was chosen because it can handle complex structural models with multiple 

indicators and latent variables. Partial least squares structural equation modeling was applied to test the 

reliability and validity of the measurement model and relationships among constructs in the structural 

model. Reliability was assessed using Cronbach's alpha  (α), Composite Reliability (CR), while validity 

was tested through average variance extracted (AVE). The use of PLS-SEM in this study follows 

previous research recommendations, highlighting the method's suitability for social science studies 

involving numerous latent variables and measurement items (Hair Jr et al., 2020; Sarstedt & Cheah, 

2019). This method also facilitates in-depth analysis of direct and indirect relationships between 

variables, which is crucial for examining the effect of Total Reward on employee performance. 

 

In addition, the second-order construct analysis approach was also applied in this study, especially to 

test complex constructs such as latent variables from the Extrinsic Reward and Intrinsic Reward 

dimensions. This approach combines first-order constructs into second-order constructs using the 

composites of composites method in the PLS-PM (Partial Least Squares Path Modeling) framework. 

This second-order analysis is relevant when conceptual constructs are composed of several dimensions 

that interact hierarchically (Schuberth et al., 2020). Each dimension (extrinsic and intrinsic reward) acts 

as a more abstract latent variable, allowing a more comprehensive understanding of the contribution of 

each dimension to the parent construct. A similar approach has also been used in studies of deviant 

behavior with a second-order construct approach, which shows the validity and reliability of this method 

in social and behavioral research (Roni et al., 2015). Thus, the use of second-order analysis in this study 

strengthens the theoretical arguments and the accuracy of the structural model developed. 

  

4. Result and Discussion 
4.1 Assessment of Measurement Model 

In the Extrinsic Reward construct, Cronbach's alpha (α) value of 0.859 and Composite Reliability (CR) 

of 0.894 indicate that this construct has good internal reliability. The Average Variance Extract (AVE) 
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value of 0.588 indicates adequate convergent validity because it exceeded the recommended minimum 

limit of 0.5 (Hair et al., 2019). Thus, the indicators used can consistently represent the extrinsic reward 

construct. In detail, the Financial Reward indicator has the highest loading value of 0.873 with a VIF 

value of 2.868, indicating a strong contribution to the construct. Other indicators, such as Organizational 

Support for Education & Training and Employee Insurance, also show strong loadings of 0.832 and 

0.769, respectively. The Promotion Opportunity and Supervisor Support for Career Development 

indicators have loadings of 0.706 and 0.756, indicating a fairly good contribution to the construct. 

However, the Reasonable Workload indicator has the lowest loading value of 0.641 with a VIF of 1.276, 

which is still within reasonable limits but shows a lower contribution compared to other indicators. 

 

For the Intrinsic Reward construct, the α value of 0.882 and CR of 0.918 indicate very good internal 

reliability. The AVE value of 0.739 reflects strong convergent validity because it is far above the 

threshold of 0.5. The Input into Job Task and Meaning of Job Task indicators have high loadings of 

0.906 and 0.907, respectively, with a VIF above 3, indicating that both contribute greatly to explaining 

this construct. In addition, Coworker Support and Supervisor Job Support also show significant 

contributions with loadings of 0.838 and 0.780, respectively, and a VIF below 2.1, indicating no 

multicollinearity problems. 

 

The Social Reward construct has an α value of 0.677 and a CR of 0.860, indicating acceptable reliability 

even though its α value is relatively low. An AVE of 0.755 indicates that this construct has very good 

convergent validity. Its two indicators, SR1 and SR2, have loadings of 0.894 and 0.843, respectively, 

and a VIF of 1.356, confirming that both indicators are quite strong and have no multicollinearity. In 

the Employee Performance construct, an α value of 0.892 and a CR of 0.916 indicate a high level of 

reliability. An AVE of 0.608 also indicates that this construct has good convergent validity. The seven 

indicators used, namely PF2, PF5, PF6, PF7, PF8, PF9, and PF10, have loading values that vary from 

0.726 to 0.819. These indicators have VIF values below 2.6, indicating that each indicator can be used 

validly and there is no high correlation problem between indicators. The complete loading values of the 

items for all dimensions can be seen in Appendix 1. 

 

This measurement model shows good reliability and convergent validity in most constructs, and no 

multicollinearity problems exist in the indicators analyzed. These findings indicate that the instrument 

used in this study is suitable for measuring the Total Reward and Employee Performance constructs 

with the PLS-SEM approach, as suggested by Hair et al. (2020) and Sarstedt & Cheah (2019). 

 

Table 1. Measurement Model 

Later Variabel and Items 
Outer 

loadings 
VIF α CR AVE 

EXTRINSIC REWARD   0,859 0,894 0,588 

Employee Insurance  0,769 2,106    

Financial Reward  0,873 2,868    
Organizational Support for Education & 

Training  0,832 2,772    

Promotion Opportunity  0,706 2,147    

Reasonable Workload  0,641 1,276    
Supervisor Support for Career 

Development  0,756 1,856    

INTRINSIC REWARD   0,882 0,918 0,739 

Input into Job Task  0,906 3,300    

Meaning of Job Task  0,907 3,209    

Coworker Support  0,838 1,976    

Supervisor Job Support  0,780 2,036    

SOCIAL REWARD   0,677 0,860 0,755 
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Later Variabel and Items 
Outer 

loadings 
VIF α CR AVE 

SR1  0,894 1,356    

SR2  0,843 1,356    

EMPLOYEE PERFORMANCE   0,892 0,916 0,608 

PF2  0,726 1,682    

PF5  0,819 2,507    

PF6  0,787 2,043    

PF7  0,777 1,940    

PF8  0,803 2,434    

PF9 0,772 1,935    

PF10  0,771 1,965       

 

Two approaches used in the discriminant validity analysis are the Heterotrait-Monotrait Ratio of 

Correlations (HTMT) and the Fornell-Larcker Criterion (Hair Jr et al., 2020; Sarstedt & Cheah, 2019; 

Sobaih & Elshaer, 2022). The HTMT Criterion shows that most HTMT values are below the threshold 

of 0.90 recommended by Henseler et al. (2015), indicating discriminant validity between constructs. 

The HTMT value between Extrinsic and Intrinsic rewards is 0.953, slightly exceeding the recommended 

limit, indicating potential discriminant problems between these two constructs. However, other HTMT 

values , such as between Intrinsic Reward and Employee Performance (0.794), Social Reward and 

Intrinsic Reward (0.901), and between Social Reward and Extrinsic Reward (0.740), are still within 

acceptable limits, reflecting that these constructs are generally quite different from each other 

empirically. 

 

The Fornell-Larcker criterion was also used to validate the discriminant between constructs. In this 

approach, the square root value of AVE for each construct must be higher than the correlation between 

other constructs. The results show that all constructs meet this criterion. For example, the AVE root 

value of Employee Performance is 0.780, which is higher than the correlation between Employee 

Performance and other constructs such as Extrinsic Reward (0.654), Intrinsic Reward (0.719), and 

Social Reward (0.610). Likewise, Intrinsic Reward has an AVE root of 0.859, higher than its largest 

correlation to Extrinsic Reward (0.833). It confirms the existence of adequate discriminant validity 

between constructs. 

 

Model fit analysis shows that the Standardized Root Mean Square Residual (SRMR) for the saturated 

and estimated models is 0.087. The SRMR value indicates that the model is still within the tolerance 

limit, although close to the recommended upper limit, so the model can be said to have an acceptable 

fit (Hair Jr. et al., 2020). d_ULS and d_G have values of 1.442 and 0.556 (saturated and estimated 

models), respectively. The relatively small and consistent values between models indicate no major 

difference between the assumed model and the empirical data. Chi-square in the PLS model is usually 

less emphasized than in covariance-based SEM (CB-SEM). However, the consistency of the values 

between the saturated and estimated models indicates the stability of the model. The Normed Fit Index 

(NFI) is 0.763, although it indicates that this model has not reached the optimal level of fit, but is still 

acceptable (Sarstedt & Cheah, 2019). 

 

Table 2. Model Fit 

Model fit Saturated model Estimated model 

SRMR 0,087 0,087 

d_ULS 1,442 1,442 

d_G 0,556 0,556 

Chi-square 650,000 650,000 

NFI 0,763 0,763 
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4.2 Structural Model Assessment 

Table 3 and Figure 1 provide insights into the structural model assessment conducted using partial least 

squares structural equation modeling (PLS-SEM). Based on the structural model analysis results 

presented in the Path Coefficients Table, only one of the three hypotheses is statistically supported. The 

first hypothesis (H1) tests the effect of Extrinsic Reward on Employee Performance (0.182, p-value 

0.101). This value is insignificant at the 95% confidence interval (CI) level from -0.025 to 0.413, which 

includes zero, indicating that its effect cannot be statistically confirmed (Hair Jr et al., 2020). 

 

On the other hand, the second hypothesis (H2), which tests the effect of Intrinsic Reward on Employee 

Performance, received significant support. The estimated value (0.426, p-value 0.005) indicates that the 

intrinsic effect on employee performance is strong and significant. The confidence interval from 0.174 

to 0.758, which does not include zero, strengthens the conclusion that intrinsic rewards contribute 

positively and significantly to increased performance (Sarstedt & Cheah, 2019; Sobaih & Elshaer, 

2022). 

 

Meanwhile, the third hypothesis (H3) regarding Social Reward on Employee Performance (0.197, p-

value 0.156) is insignificant. The confidence interval range of -0.126 to 0.382 also includes zero, 

indicating that the relationship is not strong enough to be concluded statistically. Overall, only intrinsic 

reward has been proven to significantly affect employee performance, while extrinsic reward and social 

reward have not shown a significant impact in this model. This finding supports the importance of 

internal rewards improving employee performance in the context of this study (Hair Jr et al., 2020; 

Sobaih & Elshaer, 2022). 

 

Table 3. Structural Model Analysis 

Hypothesis 

Path coefficients 
Confidence 

intervals 

Estimate 
T 

statistics 

P 

values 
2.5% 97.5% 

H1 Extrinsic Reward -> Employee Performance 0,182 1,640 0,101 -0,025 0,413 

H2 Intrinsic Reward -> Employee Performance 0,426 2,835 0,005 0,174 0,758 

H3 Social Reward -> Employee Performance 0,197 1,419 0,156 -0,126 0,382 
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Figure 1. Structural Model of Second Order Stage 

 

The results of the first hypothesis test in this study showed that extrinsic rewards did not significantly 

affect employee performance. This finding can be explained through the perspective of the Two-Factor 

Theory developed by Herzberg et al. (1966). In this theory, extrinsic rewards such as salary, benefits, 

and working conditions are categorized as hygiene factors, which, although they can prevent job 

dissatisfaction, do not directly motivate individuals to improve performance. In other words, these 

factors only create a "good enough" work environment but do not encourage higher achievement or 

proactive work behavior (Alrawahi et al., 2020; Lee et al., 2022). 

 

Several previous studies support this finding, such as those stated by Bhatt et al. (2022), that millennials 

tend to be more motivated by intrinsic rewards than material compensation. In addition, research by  

Alhmoud and Rjoub (2019) shows that in the Middle Eastern context, extrinsic rewards play a limited 

role in driving retention or performance because employees value psychological aspects and personal 

growth more. It also aligns with the ideas of McGraw (2015) and Murayama (2022), who stated that 

excessive reliance on external rewards can damage a work's intrinsic value and reduce long-term 

motivation. 

 

Although extrinsic rewards are important to avoid job dissatisfaction, organizations need to focus more 

on motivating factors to improve performance sustainably (Herzberg et al., 1966; Manzoor et al., 2021). 

These findings support the urgency to balance reward strategies with approaches that emphasize the 

intrinsic aspects of work motivation. The results of the second hypothesis test significantly support the 

positive influence of intrinsic rewards on employee performance. This finding is in line with Herzberg's 

Two-Factor Theory, which separates motivational factors (intrinsic) and hygiene factors (extrinsic) in 

influencing job satisfaction and performance (Herzberg et al., 1966). In this framework, inherent 

rewards such as recognition, achievement, meaningful work, and responsibility can increase employee 

internal motivation, which ultimately positively impacts performance improvement. 

 

Several studies have confirmed the significant role of intrinsic rewards on job performance. Manzoor 

et al. (2021) showed that intrinsic rewards drive greater employee motivation, contributing to achieving 
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work targets more optimally. Alrawahi et al. (2020) also proved the relevance of Herzberg's theory in 

healthcare, where motivators such as personal development and a sense of achievement have a major 

impact on performance. In the Middle East context, Alhmoud and Rjoub (2019) underlined the 

importance of the total reward approach, where intrinsic elements play an important role in maintaining 

and driving employee productivity. 

 

In line with Herzberg's view, increasing intrinsic rewards is proven to be key to building a productive 

and sustainable work environment. Organizations should develop performance management systems 

emphasizing the importance of non-material (intrinsic) rewards. Based on the third hypothesis analysis 

results, there was no significant effect between social rewards and employee performance. This finding 

can be explained through Herzberg's Two-Factor Theory framework. In this context, social rewards are 

categorized as hygiene factors. According to Herzberg et al. (1966), hygiene factors do not motivate 

directly, but their absence can cause dissatisfaction. Thus, social rewards may not be enough to 

significantly improve performance without being supported by intrinsic motivators such as achievement 

or self-development. 

 

Previous studies also support the idea that social rewards alone do not guarantee improved performance. 

Alhmoud and Rjoub (2019) showed that total rewards have varying impacts depending on cultural and 

organizational contexts. Likewise, Alrawahi et al. (2020) found that intrinsic factors influenced job 

satisfaction in Oman's healthcare context. Bhatt et al. (2022) even suggested that millennials respond 

better to intrinsic than social rewards. These results emphasize the importance of focusing managerial 

strategies on providing intrinsic motivators to drive optimal performance. Social support remains an 

important element for a healthy work environment. However, as explained in Herzberg's theoretical 

framework, this factor is not enough to directly improve performance. This finding aligns with previous 

studies that emphasize the effectiveness of intrinsic rewards in enhancing employee motivation and 

performance (Manzoor et al., 2021; Murayama, 2022). 

 

5. Conclusions 
5.1 Conclusions 

The findings show that not all forms of rewards have a significant impact on employee performance. 

According to Herzberg's two-factor theory, extrinsic and social rewards do not directly improve 

performance. The theory states that these factors prevent job dissatisfaction but cannot motivate 

directly. In other words, although creating a decent work environment is important, extrinsic and social 

rewards do not necessarily drive real performance improvements. On the other hand, intrinsic rewards 

have positively affected employee performance. Rewards such as recognition, responsibility, and 

meaning in work can generate strong internal motivation, which drives higher work achievement. These 

results confirm that employee motivation is more effective in creating sustainable performance. 

Although social rewards are still needed to create a harmonious work environment, the main focus in 

improving performance should be strengthening intrinsic motivators. By emphasizing non-material 

rewards, organizations can build a work culture that is more productive, meaningful, and resilient to 

long-term challenges. 

 

The theoretical implications of the findings of this study enrich the understanding of Herzberg's two-

factor theory in the context of modern organizations, especially regarding the effectiveness of various 

types of rewards on employee performance. The study results show that extrinsic and social rewards do 

not significantly affect performance, which strengthens the position of this theory that these factors are 

included in the hygiene category. In this framework, the existence of these factors only prevents 

dissatisfaction but cannot be the main driver of increased performance. This finding challenges the 

traditional assumption that financial incentives and social relations are the main tools for increasing 

productivity and directs theoretical focus to the intrinsic dimension of work motivation. 

 

The significant influence of intrinsic rewards on performance supports the relevance of internal 

motivation theory in today's work, especially for younger generations, such as millennials, who seek 

meaning and satisfaction in work. It confirms that motivation theory cannot be applied universally 

without considering the culture, generation, and work sector context. This study contributes to the 
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human resource management literature by offering empirical evidence that the total reward approach 

needs to emphasize intrinsic aspects to encourage optimal performance. Thus, these findings broaden 

the scope of Herzberg's two-factor theory and encourage the development of more contextual, adaptive, 

and psychological needs-oriented models of work motivation for today's employees. Motivation theory 

needs to be continuously updated to address the dynamics of increasingly complex and diverse work 

needs. 

 

The practical implications of this study's findings suggest that organizations need to review their 

performance management strategies by emphasizing the importance of intrinsic rewards. Managers 

should not only provide financial compensation or create a supportive social environment but should 

also be able to design work systems that provide meaning, recognition, opportunities for growth, and a 

sense of achievement to employees. Leadership training should focus on providing positive feedback, 

encouraging employee participation in decision-making, and creating a workspace that allows for 

personal growth. 

 

For organizations dominated by the younger generation, human resource strategies should be directed 

at creating meaningful work experiences, not just facilities or material rewards. This aligns with global 

trends showing that employees today value flexibility, autonomy, and self-development as indicators 

of job satisfaction and high performance. In terms of policy, public and private institutions need to 

formulate compensation and reward policies that balance financial and non-financial aspects. The 

preparation of human resource policies should not only rely on benefits and bonuses but also include 

career development programs, mentoring, recognition of achievements, and performance evaluations 

based on intrinsic motivation. The government must encourage regulations or incentives for companies 

to prioritize employee psychological well-being. This approach would ensure that employment policies 

are not only oriented towards short-term productivity but also towards long-term sustainability and 

quality of working life. 

 

5.2 Suggestions 

Some limitations of this study need to be considered. First, it has not fully explained the psychological 

mechanisms behind the influence of extrinsic rewards on performance. Second, it was conducted in a 

specific organizational and cultural context, so generalizing the results to other organizational contexts 

with different cultural characteristics or structures must be done with caution. Third, the social reward 

variables in this study may not have been developed comprehensively to capture broader social 

dimensions, such as peer influence, social support from superiors, or team dynamics. Fourth, the data 

were collected at one point, so they cannot describe changes in motivation and performance 

longitudinally. For further research, it is recommended that a mixed methods approach be used that 

combines quantitative and qualitative data to explore the meaning of intrinsic and social rewards more 

deeply from the employee perspective. In addition, cross-cultural studies are also important to see how 

rewards are valued differently in diverse social and economic contexts. Further research can also 

explore the mediating or moderating role of variables such as job satisfaction, employee engagement, 

and leadership style on the relationship between reward types and performance. Thus, understanding of 

work motivation can be more holistic and applicable. 
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