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A B S T R A C T A R T I C L E I N F O 
The old-age employee is a huge asset to the current or any organization. If a business 
is to be successful, it has to attract, retain and motivate such kinds of employees. 
This study investigates the impact of reward strategies on old age employee 
performance with the mediating role of motivation. Data was collected from 250 
employees working in banks operating in Pakistan. According to results of study 
there is a significant positive impact of rewards on employee performance and 
motivation partially mediates the relationship between the rewards and employee 
performance. These results are according to the previous researches of (Susiani 
2017; Muliani et al., 2017). Data has been collected only from Pakistan which is 
limitation of the study. The study has various implications for policy makers and 
academicians which will help to expand the scope of the future studies and 
generalizability by addressing the limitation of the current study. This study might be 
useful for organizations to develop policies to better manage the employee 
performance and motivation. 
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1. INTRODUCTION 

With the advancements in medical sciences, the overall life span is increasing, and the death rate is 
reducing (WHO, 2021). It is expected that number of older individuals in the world will be increased by 2.1 
billion by 2050, with the average age will be increased by 100 years in developed nations. As a result, the 
maximum number of employees working in the organization will be old age, and organizations have to work for 
older people as more customers would be old. There are so many things that are encouraging old age employees 
to do work rather than being retired as employees are living a healthier life (Vickerstaff, 2010). Ageism is a 
serious factor, employees working in many countries of the world have age 45 or above and their number has 
increased two folds since 1950. 
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Aging has brought serious complications for employers and employees. Old-Employees employees are 
stereotyped for their age. It is one of the biggest prejudice organizations are facing. These employees are judged 
based on their age. Organizations having old-age employees are considered to be at risk (Prieto, 2014). Old age 
employees are considered to be less competent, more rigid and less flexible, not willing to change, and are not 
open to new and novel ideas. Young and fresh employees are preferred in the recruitment process. Age brings 
experience and experience is preferred in knowledge-based economies.  So this brings a very critical question 
how to retain and motivate older employees so they provide maximum benefit to the organization. 

Employees must work till the age of retirement and even after that for the survival of the organization in 
this competitive business world. Organizations are trying to adopt policies that help older employees to work. 
Old age employees are skilled with knowledge and expertise, and they cannot be substituted easily. Intrinsic and 
extrinsic rewards are used to motivate employees. The impact of motivation on old age employees is explained 
by the existing literature. Employee performance and motivation are affected by the remuneration paid by the 
organization. The human resource department working in organizations is constantly working to consider age 
differences (Davidescu, 2020). They have analyzed that employees belonging to different age groups should be 
rewarded differently to increase their motivation. The motivation level of older workers plays an essential role in 
achieving organizational goals and objectives. A study has revealed that reward strategies (e.g., monetary and 
nonmonetary rewards) for older workers are directly affected by their motivation levels. It was suggested that 
the effective implementation of reward strategies should be based on the achievement of desired motivation 
levels to increase the performance of older employees (Dar, 2014).  

It is a common belief that an employee's motivation greatly influences how productive and effective they 
are. Employee performance must be at the peak in order for organizations to fulfill their full potential. There is 
no disagreement on the fact that motivated employees perform their jobs better. Personnel are more motivated to 
perform, especially in developing nations like Pakistan, when they receive praise from management (Tehseen 
and Hadi, 2015). 

Companies, both industrial and commercial, operate to achieve their objectives. Companies face hurdles 
and obstacles during the development process. One of the difficulties that businesses encounter is determining 
how to boost employee performance. Performance is referred to as the work outcome, quality, and quantity that 
human resources achieve while performing their specific tasks (Mangkunegara, 2011). Competent employees 
contribute to a company's strong performance; as a result, employee performance is crucial for the organization 
to meet its objectives because strong performance leads to higher production. An employee can complete all of 
the tasks for the company if they have good working conditions. The organization will profit as job effectiveness 
and efficiency improve. Staff complacency, subpar work output, and a lack of employee discipline can all be 
harmful to the company. The workplace environment must adhere to the company's job expectations and 
standards, even though this is not the only requirement for the organization to perform successfully. 
Organizational action is influenced by factors like addressing employee needs and desires, one of which is 
rewards, to a greater level of corporate performance. 

Offering incentives to employees is crucial since it encourages them to work hard and abide by the 
regulations. When the company gives them the recognition they deserve, their performance will improve (Bilal 
& Naintara, 2011). The studies by Kokubun (2018) and Prabu and Wijayanti (2016) found that rewards had a 
considerable and favorable impact on workers' performance, which is comparable to this assertion. According to 
Pramesti et al. (2019), there is a favorable association between incentives and employee performance. It implies 
that there is a strong connection between employee performance and remuneration. As a result, when employees 
receive more awards, the company is able to make more sales and their performance increases. 

Giving incentives to encourage and motivate employees to perform at their best at work is crucial. The 
company's job openings depend on the candidates' abilities, drive, and assistance from others. According to 
Mathis & Jackson (2001), motivation is a strong desire in a person that causes them to take action. Sometimes 
someone will take action to achieve their goal. Work motivation is influenced by a number of factors, including 
a sense of purpose while working, receiving a fair and competitive wage, working in a pleasant atmosphere, 
receiving awards for good work, and receiving impartial treatment from administration (Veithzal, 2004). 
Motivation is increased due to rewards is also found by Karami et al. (2013) and Pradnyani et al. (2020). 

The level of employee motivation will have a big impact on how the company performs. Employees who 
are motivated will work harder to help the business achieve its objectives (Veithzal, 2004). It is consistent with 
studies by Amalia and Fakhri (2016), Astuti et al. (2020), and Pancasila et al. (2020) who found that employee 
performance is significantly and favorably impacted by motivation. 

In order for a business to maintain its profitability in the industry in which it operates, the workforce is 
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regarded as an extremely significant resource. Because of the rapid pace of globalization, businesses are 
confronted with a variety of obstacles while attempting to discover novel methods of staff retention in order to 
ensure a competitive advantage in the market. Organizations have a responsibility to develop strategies not just 
for attracting new workers and retaining existing ones, but also for motivating workers in order to improve 
employee performance. Employees becomes motivated when they are rewarded as evident from past literature 
and motivated employees performs better. So it is reasonable to conclude that rewards affects motivation of 
employees which improves the performance of employees. 

Based on above discussion the objective of the study is to determine the impact of rewards on employee 
performance with mediating role of employee motivation in older employees of banking industry of Pakistan. 
The study is based on banking sector employees who are more than 45 years of age. The study might be helpful 
for managers to design effective reward strategies for older employees to retain them and extract maximum 
benefit from their experience. 

Another reason for the Pakistan is a growing nation that has been confronted with a variety of challenges, 
such as a high percentage of unemployment, sluggish progress in the development process, and extreme poverty 
(Manzoor et al., 2019). So to improve productivity it is very essential to utilize the experienced human resources 
in the best possible way.  

 

2. LITERATURE REVIEW 

2.1 Impact of Rewards on employee Performance 

According to Zaman (2011), the most essential aspect that contributes to a business's ability to gain a 
competitive advantage is the human resource. This is because employees bring the organization their 
knowledge, skills, and capabilities. According to the research that has been done so far, an organization's 
human resources can be maintained within the company and used to their full potential by motivating 
employees through a variety of means, including working conditions, the influence of leaders, training and 
development, learning cultures, organizational reputations, and organizational rewards. Reward is an essential 
component of many of these tactics. (Agwu, 2013: Heng, 2012). Torrington, Hall, Taylor, and Atkinson 
(2009) conducted research on rewards systems and their effects on organizations. They came to the 
conclusion that an adequate reward system can maximize job satisfaction, which in turn can lead to an 
increase in the effectiveness and efficiency of employee productivity. 

According to Kokubun's (2018) research, there is a strong relationship between an employee's pay and 
performance. Prabu and Wijayanti (2016) assert that rewards have a sizable impact on employees' 
performance. Pramesti et al. (2019) found a significant and positive correlation between rewards and 
employee performance. Employee performance will improve and company sales will rise in direct proportion 
to the value of the incentives offered to them. According to Aktar et al. (2012), rewards have a positive and 
significant impact on employee performance. Data gathered from Bangladeshi bank employees for the study. 

It was emphasized that the intrinsic rewards that an employee receives have a favorable and significant 
influence on their performance. When compared to extrinsic rewards the results indicate that intrinsic rewards 
have a smaller impact on the job performance of an employee than do extrinsic rewards such as those 
mentioned previously. The workers would rather receive instant monetary rewards in comparison to being 
recognized for their effort than being praised for it (Ajila and Abiola, 2004). 

Communication and influence among employees regarding the incentives program can be achieved by 
HR in conjunction with line managers. They have the potential to positively reinforce the talent in order to 
bring out the best performance. (McMullen & Stark, 2008). The organization is able to maximize employee 
commitment, motivation, and job happiness, which in turn maximizes the performance of employees, 
particularly in terms of productivity, because a good mix of extrinsic and intrinsic rewards is provided by the 
organization (Khan, et al. 2013). 

Both intrinsic and extrinsic rewards were found to have a strong positive link with the employees' level of 
motivation in a study conducted by Pratheepkanth (2011). He concurs with the findings of other HR 
researchers that a favorable association between employees' motivation and the rewards they receive leads to 
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a rise in the employees' overall level of job satisfaction. Kehoe and Wright (2013) discovered that there is a 
significant association between a reward system and performance recognition, in addition to motivation and 
job satisfaction. According to the findings of their research, changes in recognition and incentives have a 
direct correlation with shifts in employee motivation and job satisfaction. For instance, an increase in the 
amount of awards leads to an increase in the amount of work completed by employees. 

H1: Rewards have positive significant impact on employee performance 

 

2.2 Mediating Effect of Employee Motivation 

The relationship between an employee's reward and their level of performance at work serves as a 
mediator for work motivation. According to the findings of research carried out by Susiani (2017), rewards 
have a good and significant impact that is indirect on performance through the medium of motivation. One 
way of looking at it is that motivation might act as a kind of intermediary between the influences that rewards 
have on performance. The findings of this research have also been supported by research carried out by 
(Muliani et al., 2017). Andrew and Kent (2007) found that job satisfaction is strongly dependent on 
employees' perception of reward system as well as performance appraisal and recognition. On the other hand, 
Raza (2012) came to the conclusion that reward system is key motivation for employees to meet the 
performance expectations of the management. This implies that the employees are motivated by the reward, 
which ultimately results in improved job performance. 

According to Malik (2010), a reward can be anything or everything that is useful for an employee and 
what would encourage an employee to contribute to an organization. He proposed that a reward could 
symbolize any of these things. In addition, he came to the conclusion that the lack of rewards demotivates 
employees, causes a drop in performance, produces a feeling of non-recognition, and as a consequence, 
employees have a tendency to hunt for other professions and employers who offer prizes. The authors 
Kulchmanov and Kaliannan (2014) state that the level of motivation an employee possesses is the single most 
important factor in determining that employee's level of performance. It is possible to maximize the 
performance of employees by giving them the impression that their laborious efforts are valuable to the 
company and that management recognizes and rewards those employees who consistently demonstrate high 
levels of performance. 

Rewards have an effect on a variety of factors within an organization, most notably employee motivation, 
which in turn has an effect on levels of loyalty and dedication to an organization's objectives. A boost in 
employee performance is another benefit that comes from motivating workers. The ability to alter behavior 
serves as a basic explanation of motivation. Human activity is directed toward a specific purpose, therefore 
motivation is a drive that compels one to behave (Kleinnginna and Kleinnginna, 1981). According to social 
cognitive theory, great motivation may result from rewards given for meeting difficult performance 
requirements (Netz and Raviv, 2004). Karami et al. (2013) used the mechanism of the mediating function of 
employee motivation to determine the effect that a reward management system has on employee 
performance. Their study's findings showed that reward management greatly improves employee 
performance, and that employee motivation significantly mediates the effects of reward management on 
employee performance. 

Kuvaas (2006) argued that when employees are afforded opportunities for professional development, they 
will take on additional responsibility. Employees who are motivated by rewards have a higher level of 
engagement and involvement with their professions, in comparison to employees who have a lower level of 
motivation. As a result, the following hypothesis is one that we present. 

H2: Employee motivation mediates the relationship between rewards and employee performance 
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3. METHODOLOGY 

3.1 Data Collection 

The study is based on primary data. The study has utilized the already established questionnaires related to 
employee motivation, employee performance and rewards.  

 

3.2 Measures 

The variables of study are measured by using 5-Likert scale developed by following authors. Rewards is 
independent variable, employee motivation is mediating variable and employee performance is depend variable 
in the study. The following table 1 provides the measurements of variables. 

 

Table 1: Measurements of Variables 

Variables Abbreviation    Scale 

RD  Rewards        Kadarisman (2012) 

MOT  Employee Motivation   Cameron and Pierce (1994) 

EP  Employee Performance   Williams and Anderson (1995) 

 

3.3 Sample Size 

The population of study was employees working in banking industry of Islamabad and Rawalpindi. The 
sample size of the study was 250 employees and convenience sampling was used due to non-availability of 
population frame.  

 

3.4 Model of Study 

The model of the study is as follows 

𝐸𝑃 =  𝛼 +  𝐵 𝑅𝐷 +  𝜇   ------------------------------- (1) 

Where 

 EP = Employee Performance 

RD = Rewards 

1 = Coefficients of independent varaible 

µ = Error term 

 

Equation 2 shows the estimation of employee performance when mediator is also in the model. 

𝐸𝑃 = 𝛼 + 𝐶  𝑅𝐷 +  𝐵  𝑀𝑂𝑇   +  𝜇   ----------------------- (2) 

Where  

EP = Employee Performance 

C’ = Coefficients of independent varaibles while mediator is in the model 

B1 MOT = Coefficients of mediator in this case motivation of employees 
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µ = Error term 

 

3.5 Conceptual Framework 

Figure 1: 

 

 

Figure 2: 

 

 

3.6 Data Analysis 

The data has been analyzed by using Preacher and Hayes (2008) Methodology of mediation analysis. 

 

4. RESULTS 

For this study 250 questionnaires were floated, out of which 172 questionnaires were received which has 
been used for data analysis. 

 

4.1 Descriptive Statistics 

Table 2 provides the results related to descriptive statics of data. 

 

Table 2.  Descriptive Analysis   

 Construct  Mean 
Std. 

Deviation 
Skewness Kurtosis JB 

Rewards (RD) 3.45 0.648 -1.354 3.297 45.274 

Employee Motivation (MOT) 3.64 1.026 -1.543 0.840 30.240 

Employee Performance 3.72 0.822 -1.321 0.759 12.225 
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4.2 Reliability Analysis 

The data of the current research study is considered highly reliable as all the Cronbach’s alpha value lies 
within a tolerable range of 0.60 to 1, indicated in table 3.  

 

Table 3: Results of Reliability Analysis (N=172)   

Variable No of Items Cronbach’s alpha 

Rewards (RD) 
11 0.788 

Employee Motivation (MOT) 
6 0.873 

Employee Performance 
7 0.690 

 

4.3 Correlation Analysis 

Pearson correlation coefficient analysis has been conducted in order to check the variables inter correlation 
with each other under this current study. The value of correlation coefficient is less than 0.80 which means that 
also there exists no issue of multicollinearity among the variables identified in the table 4 presented below.  

 

 

4.4 Regression Results 

Preacher and Hayes (2008) methodology has been used to test the hypothesis. Table 5 presents the results 
related to both hypothesis of this study. 

Table 4.  Correlation Analysis       

Construct RD EM EP     

Rewards (RD) 
1 

      
Employee Motivation (MOT) 

.459* 1 
     

Employee Performance 
.329* .615* 1 

    

* Correlation is significant at the 0.05 level (2-tailed).   

**. Correlation is significant at the 0.01 level (2-tailed). 
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It is evident from above presented results that both hypothesis are accepted. There is a significant positive 
impact of rewards on employee performance and motivation partially mediates the relationship between the 
rewards and employee performance. These results are according to the previous researches of (Susiani 2017; 
Muliani et al., 2017). 

A summary of the current research study results is explained briefly in table 6 as follows; 

 

Table 6: Summary of Hypothesis [H1-H2] Results 

Hypothesis 

No. 
Hypothesis Results 

H1 There is a significant impact of rewards on employee performance Accepted 

H2 

 

There is an existence of employee motivation  as a mediator between rewards and employee 

performance  

Accepted 

 

 

5. CONCLUSIONS 

The study concluded that there is significant positive impact of rewards on employee performance and 
employee motivation also partially mediates the relationship between rewards and employee performance of 
older banking industry employees of Pakistan. There are lot of studies which provided the similar results. The 
probable reason older employees performances also improves with reward can be they have to take care of their 
families so they becomes motivated by rewards which improves their performance. There is need to examine the 
relationship between rewards and employee performance by using other mediators like employee engagement 
and employee satisfaction to better understand the underlying mechanism. This study provides useful 
information for organizations to develop policies to better manage the employee performance and motivation. 
Data is only collected from Pakistan which is one of the limitation of study. Further studies can utilize cross 
country settings to improve generalizability of study results. 

 

 

 

Table 5: Regression Analysis for Hypothesis 

Path 

Total Effect Direct Effect a 
  

95% CI c 
Indirect Effect b 

β Sig β Sig β Sig 
Lower 

Level 
Upper Level 

H1: RD                 EP 0.391 0.000       

H2: RD          MOT           EP   0.152 0.034 0.242 0.000 0.006 0.470 

Note: H1: R2=0.329, F=34.508, p= 0.000, p < 0.05, **p < 0.01 

H2: R2=0.381, F=54.551, p= 0.000, p < 0.05, **p < 0.01 

the results related to both hypothesis of this study. 
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