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ABSTRACT

The purpose of this quantitative study was to evaluate the ability of
interactional fairness as a mediator in the relationship between merit-based
pay management (such as communication and performance assessment)
and organizational commitment. A cross-sectional technique was used to
collect 450 useable data of workers from a government-linked company
(GLC), who had served more than five years in Selangor and Kuala Lumpur.
The outcomes of the Partial Least Square Structural Equation Modelling
(PLS-SEM) path model analysis indicated three important findings. First,
communication and performance assessment was significantly correlated
with interactional fairness. Second, interactional fairness was significantly
correlated with organizational commitment. Third, communication,
performance assessment and interactional fairness were significantly
correlated with organizational commitment. Statistically, the findings
of this study verified that the relationship between communication and
performance assessment with organizational commitment is indirectly
influenced by interactional fairness. These findings would benefit researchers
and organizational management to recognize the importance of merit-based
pay management (communication and performance assessment) to nurture
employees’ positive feelings, behaviors, and attitudes in an organization. An
effective pay management system would likely improve employees’ morale
and enhance organizational competitiveness in facing the challenges of the
COVID-19 pandemic.
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INTRODUCTION

Pay management is an important topic in the organizational management
domain. Generally, pay refers to any monetary payment given to the workers
as an exchange for work done (Novarini & Imbayani, 2019; Oke et al.,
2017). Meanwhile, based on the organizational perspective, pay refers
to the payment allocated to workers with the objectives to attract, retain
and motivate competent workers in the organization (Mabaso & Dlamini,
2018; Korir & Kipkebut, 2016). Therefore, pay is not just a mechanism
to compensate workers, but it is also a strategy to enhance organizational
productivity through strong support from competent workers.

The selection of pay systems by the organization is based on and
organization’s strategies and objectives (Khan & Khan, 2017; Priya &
Sudhamathi, 2019). For the organization that operates in the domestic
market and with low competition, they are more likely to implement job-
based pay system. In this pay system, the amount, type, and level of pay are
determined by seniority, job function, and length of service (Martocchio,
2016; Newman et al., 2017). Although the implementation of this pay system
is still relevant, many scholars such as Levi et al. (2018) and Messersmith
et al. (2018) argue that it is unable to retain, attract and motivate competent
workers in the organization. Whereas, for the organization that operates in
the global market with high competition, they are more likely to choose
a merit-based pay system. Within this pay system, the amount, type, and
level of pay is determined based on a worker’s productivity (Abd Razak
etal., 2018; Harada, 2019). In-depth analysis of the literature has revealed
that there are two dimensions of merit-based pay. First, pay for individual
performance (e.g. annual bonus, annual increment, and incentives). Second,
pay for group performance (e.g. gain-sharing and group-based incentives)
(Mayes et al., 2017; Nacinovi¢ Braje et al., 2019).

The ability of a merit-based pay system to enhance organizational
productivity and competitiveness has attracted many organizations to
implement this pay system. According to Kato and Kodama (2015), the
implementation of the merit-based pay system has increased worker’s
productivity from 26% to 30%. Furthermore, studies by Rajaratnam
(2020) and Song et al. (2020) proved that the implementation of merit-
based pay may help to enhance organizational financial and non-financial
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performance. Based on the undeniable evidence above, it strongly proven
that the implementation of a merit-based pay system may help organizations
to enhance their productivity and competitiveness in a borderless business
world.

In-depth analysis of the studied organization found that there are
several issues related to employee’s commitment and performance. For
example, a majority of newly hired postman only lasted working for 3
months and often complained of workload that is not commensurate with
the pay received. Both of these issues arise as a result of weaknesses
in pay management (Fauzan, 2018; Hasniza, 2018). To overcome these
issues, the studied organization needs to strengthen the pay management
system to a fairer one. The effectiveness of a pay management system may
help to increase organizational competitiveness in the era of the Industrial
Revolution 4.0 (Damiani et al., 2016)

Additionally, analysis of the literature about merit-based pay
management found that many studies have been done to explore the
relationship between merit-based pay and organizational commitment.
However, largely unknown and unclear until now is the role of interactional
fairness as a mediating variable in the particular relationship (Lee & Chui,
2019; Abd Razak et al., 2019). This deficiency is due to previous studies
using distributive and procedural fairness as a mediating variable in the
relationship. This phenomenon has overlooked the role of interactional
fairness as one of the important components in the organizational fairness
domain (Mylona & Mihail, 2019; Paoline et al., 2018). Therefore, the
objective of this study was to evaluate the effect of interactional fairness as a
mediating variable in the relationship between merit-based pay management
and organizational commitment.

LITERATURE REVIEW
Merit-based Pay Management
Merit-based pay management is an important topic in the organizational

pay management domain. In the organizational pay management
perspective, merit-based pay management refers to a systematic method
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used by an organization to allocate fair pay based on worker’s actual
productivity (Harada, 2019; Simpson et al., 2020). There are two important
components in the merit-based pay management, which are communication
and performance assessment (Brownson & Fowler, 2020; Ismail, 2020).
Communication broadly refers to the sharing of information between
organization and workers regarding the implementation of merit-based
pay (such as type of pay, the method to determine pay level, and the
amount of pay) (Jean et al., 2019; Marasi et al., 2018). The readiness of
organizations to practice openness in communication may provide a clear
picture about the advantages of a merit-based pay system, provide sufficient
and correct information about the relationship between merit-based pay
and performance, and enhance worker’s understanding and enhance
the credibility of the pay system (Jean et al., 2019; Marasi et al., 2018).
Whereas, performance assessment refers to the formal and fair method to
assess worker’s actual productivity based on specific standards and criteria
set by the organization (Islami et al., 2018; Setiawati & Ariani, 2020). In
merit-based pay management, performance assessment outcomes will be
used as a guideline for making fair pay allocation to workers (Abd Razak
et al., 2019; Ismail, 2020).

Interactional Fairness

Interactional fairness is an important component of the organizational
justice domain. Interactional fairness is broadly elaborated as a feeling of
fairness among the workers when they are treated fairly (with politeness,
sincerity, respect, accountability, and dignity) by the immediate supervisor
(Chang et al., 2020; Vajda, 2019). When the worker perceives that he/she
is treated accordingly by the immediate supervisor, they are more likely to
have a high-level of the feeling of fairness. While the worker who perceives
that they are not treated accordingly will have a low-level feeling of fairness
(Holmvall et al., 2019; Van Dijke et al., 2019). Therefore, it is very crucial
for the organization to ensure that all levels and categories of workers are
treated accordingly.

Organizational Commitment

The importance of organizational commitment has been recognized by
prominent scholars in the field of organizational behavior. Organizational
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commitment can be explained as a strong emotional attachment to the
organization that can motivate the workers to strongly support organizational
strategies and objectives (Chen et al., 2019; Liggans et al., 2019). In-depth
analysis of the organizational behavior research literature has indicated
that organizational commitment consists of three important dimensions,
which are affective commitment, continuance commitment, and normative
commitment (Sufian & Lee, 2019; Abdin etal., 2019). Affective commitment
refers to a strong emotional bonding between workers and his/her
organization that invokes the feeling of togetherness (Albrecht & Marty,
2020; Odoardi et al., 2019). Further, continuance commitment refers to the
worker’s intention to remain with the organization because of financial and
non-financial benefits enjoyed by the workers. In this situation, workers
believe that the organization offers a range of unbeatable financial and non-
financial benefits (Cohen & Abd El Majid, 2020; Galanaki, 2019). Normative
commitment refers to a sense of responsibility that causes the workers to
feel that it is his/her obligation to provide strong support and commitment
to the organization (Nguyen & Tu, 2020; Sungu et al., 2020). A majority
scholars such as Santos (2020), and Yusuf (2020) have proven that if the
workers obtain a sufficient degree of affective commitment, continuance
commitment, and normative commitment, it will invoke the worker’s sense
of loyalty to the organization.

HYPOTHESES DEVELOPMENT

The Relationship between Merit-Based Pay Management and
Interactional Fairness

The relationship between merit-based pay management and
interactional fairness is consistent with the idea of the Leader-Member
Exchange Theory by Dansereau et al. (1975). This theory suggests
that a good relationship (based on ethical, respect, dignity, openness,
accountability, and honesty) between an immediate supervisor and his/her
subordinate will strongly invoke the feeling of fairness among workers in
an organization. The idea of this theory obtained intense support from many
scholars such as Heffernan and Dundon (2016) and Abd Razak et al. (2019).
Many studies have been done to evaluate the relationship between merit-
based pay management and interactional fairness. However, the findings are
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not consistent. For example, the study conducted by Roth (2006) and Kepes
et al. (2009). These studies found that the management of merit-based pay
is unable to invoke a feeling of interactional fairness. This phenomenon
occurred due to the misleading financial information shared between an
organization and the workers (i.e., accounts of arbitrariness, accounts of
misinformation, and accounts of discrimination) (Roth, 2006). Furthermore,
even though the worker’s pay is determined based on performance, the
determination of worker’s pay is influenced by politics in the organization
(Kepes et al., 2009). Studies conducted by Heffernan and Dundon (2016)
and Abd Razak et al. (2019) found that the willingness of the organization
to openly share information about the method used to determine type, level,
and/or amount of pay allocated to workers and the ability of an organization
to conduct a fair performance assessment, and use the outcomes of the
performance assessment as a guideline to determine fair pay to the workers
may improve a worker’s perception on interactional fairness. Due to the
inconsistent findings, the hypotheses for this study were:

H1: Communication is significantly correlated with interactional fairness.
H2: Performance assessment is significantly correlated with interactional
fairness.

Relationship between Interactional Fairness
and Organizational Commitment

The relationship between interactional fairness and organizational
commitment is consistent with the idea of the Equity Theory by Adams
(1963). This theory suggests that fair treatment from immediate supervisors
to the workers is an important element to nurture a feeling of fairness in the
organization. Related to this situation, fair interpersonal treatment between
supervisors and subordinates may improve a worker’s commitment to the
organization. The idea of this theory obtained intense support from many
scholars such as Jami’iaturochmah et al. (2019), and Abdin et al. (2019).
An analysis of the previous literature shows inconsistent findings in the
relationship between interactional fairness and organizational commitment.
For example, the studies conducted by Indahyati and Sintaasih (2019)
and Saleem et al. (2018). These studies found that worker’s perception on
interactional fairness is unable to improve the level of a worker’s commitment
to the organization. This phenomenon occurred due to the decisions made
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by the organization being strongly influenced by organizational politics
(Indahyati & Sintaasih, 2019) and more likely to ignore a worker’s rights
and interests (Saleem et al., 2018). Meanwhile, the studies conducted by
Jami’iaturochmah et al. (2019), and Abdin et al. (2019) found that the ability
of an organization to provide fair interpersonal treatment to the worker
may strongly improve a worker’s commitment to support organizational
strategies and objectives. These findings prove that interactional fairness
plays an important role as a predictor of organizational commitment. Due
to the inconsistent findings, the third hypothesis for this study was:

H3: Interactional fairness is significantly correlated with organizational
commitment.

The Relationship between Merit-based Pay Management,
Interactional Fairness, and Organizational Commitment

The role of interactional fairness as a mediating variable in the
relationship between merit-based pay management and organizational
commitment is in line with the idea of the Interactional Justice Theory by
Bies and Moag (1986). This theory explains that the relationship between
merit-based pay management and organizational commitment is established
through interactional fairness. The ability of an organization to manage the
merit-based pay system efficiently may invoke the feeling of interactional
fairness. Further, it may enhance organizational commitment. The essence of
this theory gained strong support from several scholars such as Abd Razak
et al. (2019) and Heffernan and Dundon (2016). These studies indicated
that the willingness of the organization to practice good communication
and fair performance assessment will help to invoke a worker’s feelings
of interactional fairness. Further, this situation will help to enhance
organizational commitment. Therefore, the fourth and fifth hypotheses for
this study were:

H4: Communication and interactional fairness is significantly correlated
with organizational commitment.

HS: Performance assessment and interactional fairness is significantly
correlated with organizational commitment.
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Based on the idea of the theories and previous findings, the research
framework for this study is exhibited in Figure 1.

Independent Mediating Variable Dependent Variable
Variable

Merit-based pay
management

Communication

\ Interactional Organizational

Fairness > Commitment
Performance
Assessment
Figure 1: Research Framework
METHODOLOGY

Research Design

This study employed a cross-sectional research design. There are
several advantages in using this strategy, such as improving data accuracy,
reducing the bias of the data, and improving the quality of the data
(Creswell, 2014; Lomand 2016; Sekaran & Bougie, 2016). This study was
performed at the largest postal service provider company in Malaysia. Due
to confidentiality purposes, the name of the company is kept anonymously.
The survey questionnaire used in this study was developed based on the
previous merit-based pay literature. Further, the questionnaire underwent
back-to-back (English language - Malay language - English language)
translation processes. This strategy was to make sure that the findings of
this study meet the high standards of validity and reliability (Creswell, 2014;
Lomand, 2016; Sekaran & Bougie, 2016).

Measures
The survey questionnaire in this study consisted of three main
sections. First, merit-based pay management was assessed using 21 items

(with a combination of two main components, namely communication and

100



Interactional Fairness as a Mediator Between Merit-Based Pay Management

performance assessment). Communication was assessed using 10 items
and performance assessment was assessed using 11 items. All items were
adapted from the merit-based pay management literature (Ismail et al.,
2014; Marasi, 2014). Second, interactional fairness was assessed using six
items, adapted from the interactional fairness literature (Colquitt & Rodell,
2011). Third, organizational commitment was assessed using 14 items,
adapted from the organizational behavior literature (Magsood et al., 2012;
Jaros, 2007). All items were assessed using a Likert-scale with a 7-item
scales stretching from from “strongly disagree” (1) to “strongly agree” (7).
Demographic variables were used as a control variable because this study
dealt with worker’s behavior.

Sample

The population of this study was 3,274 workers of a GLC at Selangor
and Kuala Lumpur. The purposive sampling technique was used to distribute
survey questionnaires to all levels and categories of workers’ who had
served more than five years in the organization. There were two main
reasons why the researchers decided to utilize this sampling technique. First,
the organization was unable to provide a list of registered workers due to
confidentiality. Pursuant to this situation, it did not permit the researchers
to use a random sampling technique. Second, was to collect accurate, valid,
and reliable data for this study. Therefore, workers with more than five
years of work experience in the organization were chosen because they
are experienced, understood, and familiar with the implementation of a
merit-based pay system. From the distributed survey questionnaires, only
450 usable questionnaires were returned to the researchers. According to
the Raosoft sample size calculator, the total sample size for this study was
344. Therefore, 450 sample used in this study met the required standard.
The survey questionnaires were answered by the respondents based on their
consent and on a voluntary basis.

Data Analysis

The SmartPLS 3.0 was used to evaluate the validity and reliability of
the instrument and test the study hypotheses. There were several reasons
for the use the SmartPLS in this study. For example, it provided latent
variable scores, prevented small sample size problems, assessed every
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complex model with many latent and manifest variables, hassled stringent
assumptions about the distribution of variables and error terms, and handled
both reflective and formative measurement models (Hair et al., 2017). The
SmartPLS path model was used to evaluate the path coefficients for the
structural model utilizing the standardized beta (B) and t statistics. The value
R? was used as an indicator of the overall predictive strength of the model.

RESULTS
Respondent’s Characteristics

A majority of the respondents were male (84.2%), married (87.1%),
working at branch office (70.9%), Malaysia Education Certificate holders
(74.4%), permanent workers (98.9%), aged between 25 to 34 years old
(46.7%), non-executive worker (78.4%), working experience between 5 to
14 years (62.7%), monthly income below RM2000 (44.4%), and monthly
expenses below RM2000 (43.8%).

Constructs Validity and Reliability Analysis

Table 1 displays the results of the convergent validity and reliability
analysis using factors loadings and average variance extracted (AVE). The
values of factors loading for all items in this study were larger than 0.70 and
the values of AVE for all constructs were larger than 0.5. This indicated that
all items and constructs used in this study had met the standard of convergent
validity and reliability (Barclay et al., 1995; Hair et al., 2017; Henseler et
al., 2009). The values of composite reliability for all constructs were larger
than 0.70. This situation indicated that all constructs used in this study had
high internal consistency (Hair et al., 2017; Sekaran & Bougie, 2016).
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Table 1: The Results of Convergent Validity and Reliability Analysis

Composite

Constructs Comm PeAs InFa OrCo AVE L
Reliability

Communication 0.636 0.946
Comm 1 0.821
Comm 2 0.847
Comm 3 0.841
Comm 4 0.782
Comm 5 0.842
Comm 6 0.773
Comm 7 0.780
Comm 8 0.760
Comm 9 0.775
Comm 10 0.748

Performance Assessment 0.673 0.958
PeAs 1 0.796
PeAs 2 0.803
PeAs 3 0.791
PeAs 4 0.801
PeAs 5 0.869
PeAs 6 0.773
PeAs 7 0.828
PeAs 8 0.868
PeAs 9 0.850
PeAs 10 0.849
PeAs 11 0.791

Interactional Fairness 0.774 0.954
InFa1 0.836
InFa 2 0.882
InFa 3 0.897
InFa 4 0.907
InFa 5 0.908
InFa 6 0.846

Organizational Commitment 0.663 0.965
OrCo 1 0.855
OrCo 2 0.843
OrCo 3 0.877
OrCo 4 0.715
OrCo 5 0.845
OrCo 6 0.819
OrCo 7 0.864
OrCo 8 0.716

103



Asia-Pacific Management Accounting Journal, Volume 16 Issue 1

Constructs Comm PeAs InFa OrCo AVE ??Zrlri‘:l:ilsiltt;
OrCo 9 0.814
OrCo 10 0.727
OrCo 11 0.807
OrCo 12 0.793
OrCo 13 0.841
OrCo 14 0.862

Table 2 displays the results of discriminant validity and reliability
analysis using the Heterotrait-monotrait (HTMT). The values of HTMT for
all constructs were less than 0.90. This situation indicated that all constructs
used in this study had met the standard of discriminant validity and reliability
(Barclay et al., 1995; Hair et al., 2017; Henseler et al., 2009).

Table 2: The Results of Heterotrait-Monotrait (HTMT)

Performance Interactional Organizational
Assessment Fairness Commitment

Constructs Communication

Communication

Performance 0.626

Assessment

Interactional Fairness 0.650 0.786

Organizational 0.594 0.526 0.457
Commitment

Table 3 displays the results of descriptive statistic and variance
inflation factors analysis. The mean values for all constructs were
between 5.3327 and 5.5192. This situation showed that the majority of
the respondents believed that the levels of communication, performance
assessment, interactional fairness, and organizational commitment were
high (5) and very high (7). While the values of VIF for the relationship
between the independent variables (i.e., communication and performance
assessment), mediating variable (i.e., interactional fairness), and dependent
variable (i.e., organizational commitment) were less than 5.0. This situation
proved that the data used in this study was free from serious collinearity
problems (Hair et al., 2017).
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Table 3: The Results of Descriptive Statistic
and Variance Inflation Factors Analysis

Variance Inflation Factors

Constructs Mean AT (VIF)
Deviation
2 3 4
Communication 5.3327 64281 1.540
Performance Assessment 5.5192 .69407 1.540
Interactional Fairness 5.4570 70272 1.000
Organizational Commitment 5.4429 73849

Results of Testing Hypothesis 1, 2 and 3

Table 4 displays the results of testing the direct effects model. The
presence of communication and performance assessment in the analysis
contributed 60.5 percent of the variance in interactional fairness. This result
proves that the overall predictive strength of the model was substantial effect
(Cohen, 1988). While the presence of interactional fairness in the analysis
contributed 20 percent of the variance in organizational commitment.
This result proves that the overall predictive strength of the model was
moderate effect (Cohen, 1988). Further, the results of testing the direct
effects model showed three important findings. First, communication was
significantly correlated with interactional fairness (B = 0.276; t = 2.696),
therefore hypothesis 1 was accepted. Second, performance assessment was
significantly correlated with interactional fairness (B = 0.582; t = 5.425),
therefore hypothesis 2 was accepted. Third, interactional fairness was
significantly correlated with organizational commitment (f = 0.447; t =
6.018), therefore hypothesis 3 was accepted. In sum, these results indicated
that communication and performance assessment are important predictors
of interactional fairness and interactional fairness plays is an important
predictor of organizational commitment in the organization.

Table 4: The Results of Testing the Hypotheses 1, 2 and 3

Path B Values t-Values R? Decision

H, Communication — Interactional 0.276 2.696 0.605 Accepted
fairness

H, Performance assessment — 0.582 5.425 0.605 Accepted
Interactional fairness

H, Interactional fairness — 0.447 6.018 0.200 Accepted

Organizational commitment

Note: significant at t-value > 1.96
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Result of Testing Hypothesis 4 and 5

Table 5 displays the results of testing the indirect effects model. The
presence of communication, performance assessment, and interactional
fairness in the analysis contributed 20 percent of the variance in
organizational commitment. This result proved that the overall predictive
strength of the model was moderate effect (Cohen, 1988). Further, the results
of testing the indirect effects model showed two important findings. First,
communication and interactional fairness was significantly correlated with
organizational commitment (f = 0.123; t = 2.358), therefore hypothesis 4
was accepted. Second, performance assessment and interactional fairness
was significantly correlated with organizational commitment (f =0.260; t=
3.844), therefore hypothesis 5 was accepted. In sum, these results indicated
that interactional fairness acted as an important mediating variable in the
relationship between merit-based pay management and organizational
commitment in the organization.

Table 5: The Results of Testing the Hypotheses 4 and 5

Path B Values t-Values R? Decision
H, Communication — Interactional 0.123 2358  0.200  Accepted
fairness — Organizational
commitment
H, Performance assessment 0.260 3.844 0.200  Accepted

— Interactional fairness —
Organizational commitment
Note: significant at t-value > 1.96

An extension analysis to identify the types of mediating variables
was conducted using the procedure suggested by Hair et al. (2017) and
Zhao et al. (2010). The analysis of direct effect models (interdependence
between communication and interactional fairness, interdependence
between performance assessment and interactional fairness, interdependence
between interactional fairness organizational commitment, interdependence
between communication and organizational commitment, interdependence
between performance assessment and organizational commitment) and
analysis of indirect effect models (interdependence between communication,
interactional fairness and organizational commitment and interdependence
between performance assessment, interactional fairness and organizational
commitment) found them to be significantly correlated. Therefore, this
outcome showed that interactional fairness acts as a mediating variable
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that is categorized as a competitive mediation type (Hair et al., 2017; Zhao
etal., 2010).

DISCUSSION

The outcome of this study proved that the relationship between merit-based
pay management and interactional fairness had improved organizational
commitment. Pursuant to this outcome, the organizational management
team (especially related to the human resource management) have to
strengthen and improve their internal and external capacity in managing
merit-based pay systems in line with the organization’s and worker’s
interests. Most of the workers in the organization perceived that the degree
of communication, performance assessment, interactional fairness, and
organizational commitment were high. This phenomenon clarified that
the acuity of an organization’s pay management team to aptly practice the
best communication style and conduct a fair performance assessment will
induce the worker’s feeling of interactional fairness. This feeling will thus
improve worker’s commitment to the organization.

This study has contributed to three important aspects which are
contribution to theory, research methodology, and practice. From a
theoretical perspective, this study affords two important and specific
outcomes. First, the relationship between communication and organizational
commitment is mediated by interactional fairness. Second, relationship
between performance assessment and organizational commitment is
mediated by interactional fairness. The outcomes are coherent with the
essence of the Interactional Justice Theory by Bies and Moag (1986).
This theory describes that the ability of organization’s management team
to disseminate information about the implementation of merit-based
pay system accurately and sufficiently, actively acquire suggestions and
feedbacks from workers, conduct fair performance assessment, and use
performance assessment outcome as a guideline to determine a worker’s
pay will nurture a feeling of interactional fairness among workers. Further,
it may improve a worker’s commitment to the organization.

While from a research methodology perspective, the survey
questionnaire used in this study had met the acceptable standards of validity
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and reliability analyses. Additionally, this study used a purposive sampling
technique (only for employees who had served more than five years in
the studied organization) to ensure that all the information given by the
respondents are valid and reliable. This group of respondents considered
has experience and knowledge about the implementation of merit-based pay
in the organization. Therefore, it is capable to produce valid and reliable
study outcomes.

Additionally, from a practical perspective, the outcomes of this study
can be utilized by the organization to enhance the effectiveness of merit-
based pay management. There are several important points that need to be
given strong attention by the organization towards achieving the ultimate
objectives of this pay system. First, determination of a worker’s pay should
be relooked accordingly to motivate and retain high performing workers in
achieving an organization’s objectives. Second, the adequacy of pay also
should be considered in reflecting on new job challenges and expectations.
Third, implementation of performance assessment should be based on
fairness and equity, in terms of the measurement criterion, provision of
assessment scores, and assessment guidelines. This element is very crucial
because it may influence pay allocation to the workers directly as well
as worker’s standards of living, life satisfaction, statuses, and pro-social
behavior in society. Fourth, as an enrichment to the organization’s pay
system, organizations are advised to implement combinations of merit-based
pay based on individual and group performance. This move will promote
teamwork among workers in the different levels and hierarchies in the
organization. Consequently, it may enhance an organization’s productivity,
competitiveness, and reputation in the global market. Therefore, if these
recommendations are strongly deliberated it may improve worker’s
commitment to intensely support the organization’s merit-based pay system
goals.

This study has several limitations. First, this study employed a cross-
sectional research design. Therefore, this study may not capture causal
connections between the variables of interest. Second, the sample of this
study was limited to employees of a GLC. Thus, the generalization of this
study findings to other organizations is very limited. Third, this study only
used interactional fairness as a mediating variable without considering
procedural and/or distributive fairness as a mediating variable. The findings
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may differ if procedural and/or distributive fairness variable were adopted. If
these limitations are strongly considered, a better finding may be discovered
by future research.

There are several suggestions to improves the findings of future
research. First, a longitudinal research design should be used to collect the
data and describe the patterns of change and the direction and magnitude of
causal relationships amongst variables of interest. Second, to fully understand
the correlation between merit-based pay management, interactional fairness,
and organizational commitment, more diverse organizations need to be
involved. Third, other specific elements of organizational justice such as
procedural and distributive fairness need to be considered as a mediating
variable to explain the correlation between dependence and independent
variables. The importance of these issues needs to be further explored in
future studies.

CONCLUSION

In sum, the survey questionnaire used in this study had fulfilled the
satisfactory standard of validity and reliability analyses. The outcomes
of this study exposed that the relationship between merit-based pay
management (i.e., communication and performance assessment) and
interactional fairness is able to improve organizational commitment in
the studied organization. Therefore, future studies and practice about an
organizations pay system need to emphasize on the element of interactional
fairness as a critical element in the merit-based pay management domain.
This study indicated that the ability of immediate supervisors to properly
implement communication and performance assessment will strongly
improve a worker’s commitment towards an organization. Consequently,
this situation may help to improve organizational efficiency and effectiveness
in this era of global competition.
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