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Abstract 

This study aimed to investigate employees' perceptions of equity in their 

compensation for the work they perform, comparing it to other jobs within the 

organization, and to examine its impact on their performance. The study utilized 

quantitative research methods to study the connections between the independent, 

dependent, and mediating variables. Previous research in the field, particularly in 

developing countries like Jordan, has identified a notable gap in knowledge. This 

gap prompted the researcher to undertake this study with the aim of addressing this 

deficiency. The study is based on Adam's equity theory. Data was collected via a 

self-administered questionnaire from 353 employees within the target population. 

Structural equation modelling (SEM) was utilized to analyze and explore the 

relationships between the study variables using Analysis of Moment Structures 

(AMOS) and the Statistical Package for the Social Sciences (SPSS). The study 

findings unveiled a significant and positive correlation between compensation 

system and job performance, equity and job performance, as well as between 

compensation and equity. Furthermore, the results indicated that equity serves as a 

mediator in the relationship between job performance and compensation. The 

anticipated outcomes of the study are expected to address the literature gap 

effectively and subsequently enhance employee performance. The findings 

demonstrate the importance of equitable compensation in improving the 

employees’ performance. 

© The Author 2025. 

Published by ARDA. 
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1. Introduction 

Enhancing employee performance stands as a pivotal factor profoundly influencing an organization's success 

and reputation, particularly in the current rapidly evolving work landscape [1], [2]. Over recent years, the 

significance of employee performance has escalated, positioning it as a paramount variable across all 

organizational domains and administrative spheres [3]. Research [4] emphasized the pivotal nature of employee 

performance within the fundamental framework of the workplace, highlighting its critical contribution to 

organizational success. This contribution extends to both operational effectiveness and managerial efficacy, as 

https://creativecommons.org/licenses/by/4.0/
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the achievement of an organization heavily relies on the individual accomplishments of its employees, closely 

tied to their performance [5].  The specifications of each job establish expectations for employee performance, 

including satisfactory completion of all required duties and tasks, whereby every employee is responsible for 

the tasks he performs [6]. From the employee's perspective, job performance mainly reflects their behaviors and 

actions stemming from their accomplishments [7] [8]. Thus, job performance comprises an employee’s actions 

in the context of the organization, demonstrating the effort and skills available in the employee [3]. 

The importance of this subject matter is emphasized due to its standing as the most extensively researched topic 

in the fields of human resources and organizational behavior. It has attracted a lot of attention from researchers 

across diverse contexts and scenarios  [9]. Generally, job performance denotes an employee's effectiveness in 

fulfilling their responsibilities and may encompass their ability to attain organizational objectives within their 

workplace [10]. Consequently, employees serve as the cornerstone of any organization; their level of 

engagement with the organization serves as a primary motivator for them to deliver high-performance outcomes, 

thus contributing to the overall achievement of the organization and the accomplishment of its purposes [11]. 

Therefore, organizations must recognize the significance of employees beyond the tasks they perform, as 

employee performance stands as a critical driver in realizing organizational goals [12].  

Organizations, whether in the private or public sector, widely acknowledge the importance of achieving an 

equilibrium between the organization's contributions to its employees and the contributions made by its 

employees to the organization. This balance highlights the need for implementing an equitable compensation 

arrangement that encourages employees to improve their performance and, in turn, boost efficiency [13]. 

Consequently, an organization that gives employees incentives and fair pay that is commensurate with their 

labor is expected to promote employee satisfaction and performance [3]. 

In a related context, [14] emphasized the significance of the performance of employees within Jordanian 

organizations. They highlighted the necessity for Jordanian organizations, akin to their international 

counterparts, to keep a competitive edge by putting their employees' health first. As effective human resource 

performance leads to streamlined task completion, factors that enhance performance can bolster these 

companies' competitiveness amidst international competition. In a distinct study, [15] aimed to determine the 

contributing variables directly impacting employee satisfaction and performance. These variables included 

wages and salaries, job satisfaction, organizational culture, stress, growth, and promotion. Training and job 

security. The findings highlighted that employees in the industrial sector of Jordan primarily prioritized wages 

and salaries, alongside their employment rolls, over other factors. 

Employee performance sits at the core of how well any organization functions, and it matters even more in 

factories and manufacturing plants where every hour of work counts towards the bottom line. When 

compensation policies across the Al-Hassan Industrial Estate, home of several heavy-labor firms, are 

inconsistent, workers lose motivation, quit more often, and overall productivity takes a hit. Yet, solid data that 

directly ties perceived pay fairness to performance outcomes in this unique socio-economic and organizational 

setting is nearly nonexistent. Because of this information shortage, managers struggle to build human resource 

practices that are both equitable and effective in boosting output. This study tries to fill those blank pages in a 

few ways. First, it gathers and presents local evidence on how fair pay systems affect worker performance within 

the estate. Second, it strengthens the thin body of research on pay fairness in Jordan's industrial scene by offering 

results that global studies often overlook. Finally, the report dishes out clear, actionable tips for HR leaders and 

policy-makers on designing and rolling out pay packages that are just, cut turnover intentions, and lift both 

morale and productivity. 

2. Literature review  

In today's crowded industrial landscape, how well employees perform often separates thriving organizations 

from those that struggle. Among the many factors that shape this performance, the way people are paid affects 

their motivation, job satisfaction, and long-term commitment more than most [16]. When pay is seen as fair, it 
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does more than reward effort: it builds a workplace culture grounded in trust and loyalty that leaders desperately 

want to maintain [17]. Even so, solid research exploring the link between equitable pay practices and actual 

productivity in Jordan's industrial zones, especially in the factories and workshops, remains surprisingly thin 

[18]. To address this gap, the following section reviews the available studies and maps out how these variables 

connect in the local context. 

2.1. Compensation 

Compensation for the contributions made by employees plays a crucial role in shaping the employment 

relationship. In fact, the term "employ," as defined by Merriam-Webster (“to provide with a job that pays wages 

or salary”), inherently suggests that payment is both an essential and defining element of this relationship [19]. 

Factors include the number of ranks, the differences in pay among ranks, and the measurement used to specify 

those differences to define the structure, which should encourage efficient workflow [20]. This concept is a 

weighty component of an organization. Pay will be higher in the case of promotion, more inspiring work, and 

larger responsibility when employees rise in the hierarchy [21]. However, the problem when designing an 

organizational structure involves employing people to help accomplish organizational objectives. In particular, 

the structure should clarify the relationship between any job in the organization and the main objectives. At the 

same time, this configuration should permit employees to see the connections between their work and other 

work as well as the main objectives of the organization. Pay systems are formulated with specific objectives in 

mind, encompassing efficiency, equity, morale, and compliance with regulations. Efficiency may be achieved 

through fostering performance improvement, enhancing product quality, and elevating customer satisfaction 

[22]. 

An essential factor for an organization facing intense global competition is the identification and retention of 

highly qualified employees through a convenient and effective compensation system that promotes them to 

achieve better [23]. Therefore, organizations are dedicating considerable effort to developing modern and 

innovative compensation systems and strategies directly tied to enhancing both job and organizational 

performance [24]. 

Organizations manage their employee compensation differently [25]. Some organizations pay the minimum 

wages that will attract the required number of employees according to the type of work, while other 

organizations pay much higher than those reflected in the labor market. The authors added that various factors 

affect the employee’s compensation in an organization, such as government legislation, economic policies, the 

financial capacity of organizations, the number of available workers in the labor market, and job requirements, 

in addition to the cost of living, inflation, and productivity. 

2.2. Job performance 

Job performance is indeed a cornerstone of organizational success, requiring an inclusive examination of the 

factors that drive high performance. These factors play a pivotal role in the organization's ability to attain its 

goals and objectives [4]. Not all actions undertaken by employees align with the concept of performance [1]. 

They highlighted the significance of differentiating between behavior and the outcomes stemming from 

performance. According to their research, the behavioral aspect of performance pertains to actions undertaken 

by individuals in the workplace, while the outcomes aspect is associated with the results stemming from these 

behaviors. As stated by [26], job performance encompasses the array of actions, activities, and behaviors that 

employees engage in, directly contributing to the success of organizational aims. Hence, performance is the 

outcome of individual or collective actions.  

Job performance serves as a foundation for raises, additional compensation, evaluations, and adjustments in 

salary and wages, essentially serving as a benchmark for advancement and rewards [22]. They added that 

performance could prove a tool for avoiding penalties and the extent of change in the scale of salaries and wages, 

serving the needs of employees to prove themselves. Researchers [27] also connected employees to 
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organizational success or failure, naming them as the determining factor in this area. Hence, organizations must 

prioritize efforts to attract and retain qualified and experienced personnel, ensuring they are adequately rewarded 

for their contributions [23].  

Human resources is a crucial component of business organizations, facilitating daily activities and operations. 

In this light, several studies have shown that organizational efficiency and effectiveness depend mainly on the 

effectiveness of employees [28], [29]. In their analysis of this topic, they noted that intense competition among 

global organizations requires the attraction and retention of qualified, competent employees through an effective 

compensation system that incentivizes them to perform at their highest level.  

2.3. Equity  

Equity pertains to the fairness and consistency of remuneration connections of various positions, abilities, or 

capabilities within the same organization [30]. This characteristic is influenced by many factors because 

employee is compensated equivalent to their production. Equity pertains to distributive justice to considerations 

concerning the outcomes of rewards and encompasses the process of allocating resources within an organization. 

The perception of justice largely hinges on one's input and the rewards received [31]. Moreover, [32] describes 

equity as addressing distributive justice factors associated with resource distribution within the organization and 

outcomes of rewards. Conversely, procedural justice relates to the steps and procedures involved in constructing 

the pay structure. 

Jobs and employees’ skills make their own contributions to company objectives; managers compare them based 

on this idea [33]. The authors added that equity pertains to pay rates for both types of employees who are doing 

equal or unequal work. Employees’ capabilities are affected by the internal pay relationship, impacting in turn 

the efficiency of the organization [34]. This process is primarily aimed at balancing the compensation provided 

for a particular job with the compensation provided to employees at higher and lower levels. Job classification, 

management level, status level, and comparison of factors work together to ensure equity [35]. 

In addition, [32] revealed that the sense of justice and equity could be expressed as the perception of employees 

and their understanding of their work in terms of salaries and wages, promotion, and other benefits compared 

to their colleagues within the organization. The authors added that achieving internal equity depends mainly on 

the organization providing the appropriate benefits to its employees, commensurate with their jobs and 

compared with other jobs within the organization [36]. It was further suggested that internal equity is perceived 

when employees believe they are paid a wage or salary that reflects the intrinsic value of their job. This sense 

of equity arises when employers acknowledge the importance of the roles and tasks performed. 

 

 

 

 

 

 

 

 

Figure 1. Research framework 

Hypotheses will be formulated to examine the link between compensation as an independent variable and job 

performance as a dependent variable, with equity as a mediator. 

2.4. Compensation and job performance 

The accomplishment of any organization depends on numerous factors. Perhaps the most crucial is to extract 

the potential of the company’s human resources and motivate them to engage these abilities [37]. Compensation 
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is a vital organizational factor concerning employee performance. This tool helps management to motivate, 

retain experienced, efficient employees, and reduce workers’ intention to leave their work [23]. Employees feel 

motivated if they think that they will be paid for the work they do. Researchers have outlined several factors 

that can spur employees to better performance, especially incentives and compensation. Several findings have 

consistently demonstrated a significant and positive relationship between salaries and wages and employee 

performance [38]. 

In the same vein, [39] pointed out that remuneration and wages are among the most decisive factors that have 

the ability to extract the energies and improve the performance of employees in their jobs, leading to increased 

productivity and achieving the goals of the organization. Research [40] argued that compensation, along with 

incentive packages, directly influences employee efficiency and performance levels. Their study found that this 

factor enhanced job satisfaction and job performance, consequently boosting productivity. They further posited 

that when employees are aware of the compensation and incentive structure, ensuring they receive fair wages, 

their performance will improve, consequently improving both the quantity and quality of their work. Based on 

the research findings in this area, it is hypothesized that: 

H1: A significant positive link exists between compensation and job performance in Al-Hassan Industrial 

Estate. 

2.5. Compensation and equity 

Numerous studies have investigated the compensation system in relation to equity and justice in terms of 

distribution within organizations. These studies surveyed employees’ perceptions of fairness in their 

remuneration. The overall results indicated that wages and salaries are distributed based on several factors. The 

most important of these were seniority and similarity of jobs, in addition to the length of service and 

contribution. Employees emphasized that their perception of fairness in compensation they received motivated 

them to enhance their performance and fostered job commitment [41]. 

Research [42] pointed out that employees who feel that the ratio between inputs and outputs is unfair will 

develop a perception of inequity. In the same vein, [43] also declared that negative perceptions of justice in the 

distribution of wages lead to a lack of commitment to the job and intention to leave work and look for another 

job elsewhere. Therefore, the researcher proposes the following hypothesis: 

H2: A significant and positive link exists between compensation and equity in Al-Hassan Industrial Estate. 

2.6. Equity and job performance 

Adam's equity theory posits that employees seek fairness and perceive justice in their interactions with both 

colleagues and the organization. Equity is perceived when an employee's outcomes are perceived to be 

proportional to their inputs compared to those of their peers [42]. Additionally, [44] conducted a study to 

investigate the influence of perceived inequity on employee behavior at work and to evaluate the extent of 

correlation between employees' perceptions of equity and job performance. The study utilized integrity and 

injustice as metrics for assessing inequity. Findings revealed that employees adjust their output, leading to 

decreased performance when they perceive inequity. The study also revealed a noteworthy relationship between 

employees' perception of equity and job performance, indicating that perceiving equity is linked to improved 

job performance. Researchers [45] directed an analysis examining the correlations between perceived 

compensation justice, job satisfaction, institutional commitment, and intentions to leave among marketing 

administrative staff. They found that the perception of compensation justice significantly influences 

organizational outcomes, with a positive relationship observed with job satisfaction. Moreover, marketing 

directors who perceived fair allocation of compensation reported elevated levels of job satisfaction, 

subsequently leading to a positive impact on organizational commitment and a decrease in turnover intention. 

Consistent with the majority of research findings on the correlation between job performance and perception of 
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equity, which consistently indicate a significant and positive relationship between them, the researcher 

hypothesizes that: 

H3: A significant and positive link exists between equity and job performance in Al-Hassan Industrial Estate. 

As demonstrated in the prior expectations, there exists a connection between compensation and job performance 

[46], and a link between equity and job performance [44], in addition to a relationship between compensation 

and equity [41], which suggests that if three different variables have a positive relationship with one another, 

one of these variables may mediate the relationship between the other two, the researcher hypothesizes that: 

H4: Equity mediates the link between compensation and job performance in Al-Hassan Industrial Estate. 

3. Methodology 

This study aims to explore the relationship between equitable compensation and job performance, considering 

how fairness in financial rewards, benefits, and recognition can enhance employee output and organizational 

effectiveness. The study utilized quantitative research methods to study the connections between the 

independent, dependent, and mediating variables. A questionnaire was administered to targeted respondents to 

gather their perspectives on the variables under investigation. The study population comprised local workers 

employed in industrial companies situated within Al-Hassan Industrial Estate. According to the report of 

Industrial Estates Company of Jordan  (JIEC), there are 136 industrial companies operating in various industrial 

sectors which are divided into six sectors; include food industries, engineering industries, cotton and textile 

industries, printing and paper industries, chemical industries and other industries that comprise of sectors 

employing workers do not exceed 6% of the total number of workers, with a total of 5,580 Jordanian workers 

that comprise 18.5 % of the total number of workers.  

The method of random sampling is a procedure based on the random selection of respondents so that each part 

of the population has the same opportunity to be chosen [47]. Using a probability sampling design, the study 

systematically collected samples by distributing questionnaires to respondents. The study sample comprised 

361 employees, a size recommended by [48]. Out of 380 questionnaires distributed using a systematic random 

selection method, 353 were returned. Among these, 346 were deemed valid for analysis, resulting in a response 

rate of 98%, which was considered sufficient for the study. A Likert “five-point scale” was adopted, starting 

from one “strongly disagree” to five “strongly agree” in order to measure the response rates of respondents to 

the questions related to the variables of this study. To analyze and find the relationships between the study 

variables, structural equation modelling (SEM) was employed. SEM is a data analysis method that aids 

researchers in examining data and plays a crucial role in presenting the study's results. The study's statistical 

analysis method was applied using SPSS version 23, as well as AMOS version 23. 

4. Results  

4.1. Descriptive analysis  

The results of the respondents’ profiles as it is revealed in Table 1 below: 

Table 1. Respondents’ profile 

Gender Frequency (n) Percent (%) 

Male 192 54.40 

Female 161 45.60 

Age Frequency (n) Percent (%) 

18 to 27 123 34.84 

28 to 37 134 37.96 
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Gender Frequency (n) Percent (%) 

38 to 47 77 21.81 

48 to 57 13 3.68 

58 to 67 6 1.70 

Marital Status Frequency (n) Percent (%) 

Single 175 49.58 

Married 164 46.46 

Divorced/Widow 14 3.97 

Experience at Company Frequency (n) Percent (%) 

1 to 5 229 64.87 

6 to 10 66 18.70 

11 to 15 28 7.93 

16 and above 30 8.50 

Education Level Frequency (n) Percent (%) 

Diploma 57 16.15 

High School 156 44.19 

Bachelor’s degree 131 37.11 

Graduate Studies 9 2.55 

Position Frequency (n) Percent (%) 

Management 128 36.26 

Field Worker 225 63.74 

Daily working hours Frequency (n) Percent (%) 

8 302 85.55 

9 26 7.37 

10 12 3.40 

12 13 3.68 

Monthly Salary Frequency (n) Percent (%) 

100 to 200 12 3.40 

201 to 300 179 50.71 

301 to 400 61 17.28 

401 to 500 46 13.03 

501 and above 55 15.58 

Table 2. Standard deviation, Pearson correlations, and means among variables 

Variables 1 2 3 M SD 

Compensation 1 0.179** 0.791 ** 3.0980 1.00703 

Job Performance 0.179** 1 0.268** 3.4355 .87356 

Equity 0.791 ** 0.268** 1 4.2465 .52965 

N = 353, ** Pearson correlations are significant at p < 0.001. 
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Within Table 2. As expected, there was a positive Pearson correlation between compensation and both job 

performance (r = 0.179) and equity (r = 0.791). Moreover, there was a positive Pearson correlation (r = 0.268) 

between equity and job performance. Consequently, these findings provided support for H1, H2, and H3. 

4.2. Composite reliability (CR), Cronbach’s α, and average variance extracted (AVE) 

Table 3. CR, α, and AVE 

Variables Compensation Job Performance Equity 

 CR 0.9093 0.7851 0.9090 

α 0.908 0.884 0.910 

 AVE 0.6682 0.5011 0.5915 

A was used to verify for reliability in Table 3 above. The results showed that α was over the 0.60 criterion. 

Additionally, the measurement mode's convergent validity was examined, and the scale items' CR was 

determined to be above the 0.70 criterion [49]. Furthermore, the AVE exceeded the cut-off point of 0.50 [50]. 

4.3.  Confirmatory factor analysis (CFA) 

CFA acts as the first stage in structural equation modelling (SEM) for data pre-processing, allowing researchers 

to assess the consistency and accuracy of each underlying variable within the measurement framework. CFA 

acts as a prerequisite for the measurement model, ensuring that items and their corresponding constructs are 

accurately assessed [49]. Additionally, CFA is utilized to examine the correlation between two constructs. If 

significant multicollinearity is detected, it suggests a lack of discriminant validity among the variables [49]. 

Table 4. CFA 

Constructs Code of Items Factor Loadings M SD 

Compensation 

Q1 COMPENSATION 0.752 3.18 1.176 

Q2 COMPENSATION 0.879 3.03 1.167 

Q3 COMPENSATION 0.749 3.30 1.116 

Q4 COMPENSATION 0.86 3.03 1.208 

Q5 COMPENSATION 0.838 2.93 . 1.218 

Equity 

Q1 EQUITY 0.583 3.90 0.867 

Q2 EQUITY 0.837 3.31 1.139 

Q3 EQUITY 0.71 3.52 1.023 

Q4 EQUITY 0.821 3.17 1.135 

Q5 EQUITY 0.727 3.61 1.006 

Q6 EQUITY 0.817 3.38 1.159 

 Q7 EQUITY 0.852 3.17 1.2 

Job 

Performance 

Q1 PERFORMANCE  0.654 4.29 0.631 

Q2 PERFORMANCE 0.717 4.36 0.624 

Q3 PERFORMANCE 0.777 4.22 0.762 

Q4 PERFORMANCE  0.804 4.25 0.759 

Q5 PERFORMANCE 0.772 4.28 0.706 

Q6  PERFORMANCE 0.676 4.15 0.738 

Q7 PERFORMANCE 0.603 4.38 0.647 

Q8 PERFORMANCE 0.52 4.05 0.855 
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CFA, which was examined to analyze factor loadings, is also displayed in Table 2 [51]. The results revealed in 

Table 2 above show that all factor loadings were significant and adequate, with the factor loadings ranging from 

0.52 to 0.88. 

 

Figure 2. Measurement model 

Table 5. Goodness fit for the model 

Measurement Model Structural Model Cut-Off Points 

Chi-square = 436.639 Chi-square= 436.639  

“Degree of freedom”  

Df = 165, p = 0.000 

“Degree of freedom “ 

Df = 165, p = 0.000 
 

“Goodness of fit”  

GFI = 0.889 

“Goodness of fit “ 

GFI = 0.889 
1 = perfect fit 

“normed fit index” NFI = 0.908 “normed fit index” NFI = 0.908 1 = perfect fit 

“relative fit index” RFI=894 relative fit index RFI=894 1 = perfect fit 

“comparative fit index”  

CFI = 0.940 

comparative fit index  

CFI = 0.940 
1 = perfect fit 

“root mean square error of 

approximation”  

“root mean square error of 

approximation “ 
“Good fit < 0.08 
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Measurement Model Structural Model Cut-Off Points 

RMSEA = 0.068 RMSEA = 0.068 

relative χ2 ( =CMIN/df) 

CMIN/df = 2.646 

relative χ2 ( =CMIN/df) 

CMIN/df = 2.646 
Good fit between 1 and 5 

“Standardized Root Mean Square 

Residual”  

SRMR = .0545 

“Standardized Root Mean Square 

Residual “ 

SRMR = .0545 

Good fit < 0.08 

“Common method bias”  

CMP = 0.39 
 

Does not affect the study’s data < 

0.50 

Using the AMOS program, the research verified the "goodness of fit" of the proposed model by comparing the 

proposed hypothesis on CFA and SEM. The goodness of fit was applied to evaluate the measurement and 

structural models, as revealed in Table 5 [52]. Compensation, job performance, and equity. The structural model 

includes three latent components and 20 indicators (5 items for compensation, 7 items for Equity, and 8 items 

for Job performance). The structural model showed a good fit, as shown in Table 5. After verifying that the 

measurement model also showed a good fit, the suggested model demonstrated experience and a good fit, as 

indicated by the results in Table 5. In comparison to the "partially mediated model," the "fully mediated model" 

showed a good fit to the data when we applied it. This suggested model does not attain any obvious advance in 

fit over the "partially mediated model," despite the fact that it is a good fit to the data, which shows the 

application of the “partially mediated model”. Compensation has a positive and good correlation with job 

performance. The "partially mediated model" is a more appropriate model for analyzing this data, especially 

when it aligns. 

4.4. Total effect, direct effect, and indirect effects of the research variables 

Table 6. Direct and indirect effects of the research variables 

Exogenous Variables Endogenous Variables Total Effect Direct Effect Indirect Effect 

Compensation   
Job performance 

0.182 -0.248 0.430 

Compensation   Equity 0. 878 0.878 0.000 

Equity Job performance 0.490 0.490 0.000 

These results (shown in Table 6) demonstrated that there was a significant and positive path coefficient between 

compensation and job performance (b = 0.182, p < 0.001). R2 (Compensation) = 3% of the variance (which 

means H1 received support) is also made clear. The outcome supported Hypothesis 2 by demonstrating that 

compensation had an impact on equity. (p ≤ 0.001, b = 0.878) H2 received strong support since it explains R2 

(Equity) = 63% of the variance. Job performance had a positive and substantial effect on equity (b = -0.490, p 

< 0.001), explaining R² (Job performance) = 7% of the variance (which means H3 received support).  

According to Hypothesis 4, the link between job performance and compensation is mediated by equity. The 

addition of equity, the mediator variable, to the model resulted in a large and positive increase in the impact of 

compensation on job performance. The indirect effect of the link between compensation and job performance 

was substantial (b = 0.430, p < 0.001). Regarding [53] methodology, the partially mediated model was validated 

as the overall effect of the link between compensation and job performance was significant (b = 0.182, p < 

0.001). 
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Figure 1. Structural model 

5. Discussion and conclusion 

Organizations generally seek to gain a competitive advantage and increase productivity. A primary factor that 

an organization must focus on to achieve its goals is the level of performance of its employees. The current 

research study intended to recognize the factors related to employee performance, especially in terms of 

compensation and the degree to which employees are satisfied with their remuneration. The current study 

highlights the link between compensation and job performance and the effect of equity on this relationship. The 

study results demonstrated that compensation was among the most important factors that increased employee 

satisfaction. Likewise, the findings showed that the procedures and decisions taken by the organization in 

determining the value of these payments heavily influenced employees’ satisfaction, affecting their performance 

level. Therefore, the study result is consistent with [37], who identified a positive link between the employee 

remuneration systems and their performance. This relationship provides organizations with a chance to construct 

an appropriate compensation system that leads to increased employee performance, in turn prompting higher 

productivity and competitiveness. This study outcome is also in line with [38], [39], which also showed that 

compensation is among the significant factors that greatly affect employee performance. The results also line 

up with the [40] study, which found that a company’s compensation system and incentive packages positively 

affect employee performance.  

Also, the findings of the study showed a significant positive link between compensation and equity. This result 

indicates that employees have a perception of fairness and equity towards the compensation they received for 

their jobs based on the procedures and factors that were taken into account during the construction of the 

compensation system. Such construction involves the duties required for each job, the qualifications necessary 

for its occupant, and other decisions and procedures. This finding is in line with [42] equity theory and many of 

the studies counted in the literature review. For example, the result is consistent with [41]'s finding that equity 

plays a vital role in the compensation system. The study also showed a significant and positive link between 

justice, procedures, and decisions that are taken to construct the compensation system. This result also lines up 

with [43], which identified a significant link between the compensation in an organization and the perception 

of fairness among employees toward the distribution and amount of payment for each job. This finding is 
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consistent with Adam’s equity theory and many previous studies conducted, such as [44], [45] studies which 

found a positive and significant relationship between the perception of equity among employees and their job 

performance. A mediating role for equity was also observed between compensation and job performance, with 

a standardized indirect effect. These study results are consistent with [42] equity theory, demonstrating that 

employees who have a perception of equity in their payment will increase their performance. These findings 

also coincide with [53], [54], [55], [56], a study proving that if positive relationships exist between three 

different variables, one of these variables could have the possibility to mediate the link between the other 

variables. 

Moreover, the employees’ feeling of equity across these procedures and decisions, in addition to their perception 

of justice for the payments that they received relative to the work they did and in comparison with other similar 

jobs within the organization, increased their performance. A practical response to these results would have 

organizations working to apply all the criteria related to constructing fair compensation through the procedures 

followed and the values of these payments as a result. 

Therefore, implementing the findings of this study within industrial organizations, whether governmental or 

private, and prioritizing equity in compensation can potentially enhance job performance and bolster 

productivity. The study draws upon equity Theory and the pay model, asserting that internally fair and aligned 

compensation can influence job performance. Since these factors haven't been extensively examined together, 

the study delves into detail, supported by a theoretical framework, focusing on a population in a developing 

country to elucidate its impact on employee performance. Also, the study utilizes a quantitative research method, 

developing a questionnaire to gather the necessary data. The researchers endeavored to collect data from the 

largest number of respondents from multiple factories to increase study reliability and adequately meet the study 

objectives. In addition, the research model is developed and employed in industrial companies operating in 

Jordan, the place of conducting this study was conducted. Meanwhile, it could be employed in another 

developing country close to Jordan in its general employment situation. 
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