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Abstract:

This study investigates the impact of justice’s dimensions: distributive justice,
procedural justice, interactional justice on performance appraisal satisfaction,
and artificial intelligence utilisation to improve employee performance in
Penang multinational companies (MNCs). They are grounded with
Organizational Justice Theory as the theoretical framework to examine the
relationship between Artificial Intelligence utilisation in enhancing justice to
improve employee performance. In conducting this study, the required data
will be collected through a closed-ended structured questionnaire in Penang,
Malaysia. The questionnaire was adopted and adapted from many related
studies. The data collection approach for this research is based on internet-
based technologies such as online platforms. This paper proposes ways of
managing employee performance by boosting performance appraisal
satisfaction based on a practical performance appraisal that is relevant and
unbiased. The paper will provide novelty into justice in performance appraisal
through artificial intelligence that is pivotal to the employee performance
optimisation in Penang multinational companies. The paper will help
organisations recognise the significance of enhancing the performance
appraisal as a practical strategic approach to integrate human resource activities
with business policies and provide a better understanding of the impact of
justice to the performance appraisal in the Penang multinational companies
(MNCs).
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Introduction

With the growing pace of globalisation, competition on a global scale among companies has
become increasingly intense (Chabowski & Mena, 2017). The organisation’s workforce plays
a dynamic role in achieving its goals (Rana et al., 2019)and good human resources management
strategies can also affect its success (Shaukat et al., 2015). Therefore, organisations need to
emphasise the factors that will enhance employees’ performance and adopt practical ways to
achieve and deliver higher job performance. Sandhu et al. (2017) stressed that employee
performance fundamentally depends on factors like performance appraisals, compensation,
training and development. However, if employees have been experiencing unfair treatment,
they are more likely to demonstrate lower commitment levels and even start behaving in anti-
normative ways (Colquitt & Zipay, 2015). Thus, understanding what people judge as just and
fair is a significant issue for understanding employee behaviour. But how do people consider
something to be fair or unfair? Roberson & Stewart (2006) revealed a well-designed and fair
performance appraisal system could attract, motivate, and improve employee performance.

According to Kuvaas (2006), many organisations express dissatisfaction with their appraisal
scheme. A study by Rahahleh et al. (2019) disclosed that organisations are experiencing low
performance because performance appraisals are not well managed. It is parallel with Ekom
Etim et al. (2018), which revealed favouritism and biasness among the supervisors, lack of
objectivity during the assessment, lack of continuous documentation, and inability to provide
on-time feedback in their performance appraisal system. It results in employee dissatisfaction
with the appraisal process (Agyare et al., 2016). It can further be linked to adverse employee
outcomes such as higher turnover intention and lower commitment levels, negatively affecting
employee performance (Kim & Holzer, 2016). It is further supported by Warokka et al. (2012)
that the employee’s perception of justice is the ultimate check for the success of the
performance appraisal system.

Studies also demonstrated that discrimination could occur due to the colour of the skin, gender,
age, height, weight, the choice of religion (Dundon & Rafferty, 2018), a disability status
(Potgieter et al., 2017), or even where an individual received their education. In the Malaysian
context, Abdul Wahab (2018) reported that Malaysia has continuing gender inequality, with
women accounting for 49.3 per cent of the population and males accounting for 77.3 per cent.
Unequal pay is still pervasive, with women earning less than men in all occupational sectors.
In another study conducted by Hashim et al. (2015) reported that managers in a multinational
firm in Malaysia lowered their employees’ ratings and informed their staff that they had
recommended a higher grade. Despite this, the staff’s rating was downgraded following the
calibration meeting, causing dissatisfaction among their manager. A recently published review
reported a Human Resource Management Society survey indicated that 95 per cent of
employees were not satisfied with the performance appraisal system implemented by the
organisation (M. Shanmugam, 2019). Furthermore, Rasiah & Krishnan (2020) emphasised that
the country needs a strict appraisal mechanism to control poor performance.
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Literature Review
There will be four components discussed in the literature review.

Organisational Justice Theory

Organisational justice theory is termed as people’s conceptions of fairness in organisations and
the behavioural, cognitive, and emotional responses that go along with them (Greenberg,
1987). The three constructs of organisational justice theory that are widely acknowledged as
follows: distributive justice, which relates to the results received; procedural justice, involving
to the decision-making procedures that led to those outcomes; and interactional justice, which
includes interpersonal and informational fairness (Bies & Shapiro, 1987; Colquitt, 2001).
Cropanzano et al. (2007) explain that employees examine justice concerning the distribution
of outcomes, procedural allocation mechanisms, and human interactions. This theory is one of
the leading research foci in organizational behaviour, industrial psychology and human
resources (Cojuharenco & Patient, 2013).

Distributive justice focuses on allocating work rewards proportionate to work inputs (Niehoff
& Moorman, 1993). It includes a sense of fairness in assigning organisational resources, such
as wages, bonuses, and terminations, as well as any other resource that an organisation can
provide to employees (Roch et al., 2019). In contrast, procedural justice represents fair formal
procedures. The presence or absence of processes is crucial to the equitable distribution of
rewards and is intended to boost employee voice in decisions or reduce bias and error in
judgments(Niehoff & Moorman, 1993). Voice, consistency, correctness, bias suppression, and
correctability are aspects of procedural fairness that demonstrate appropriateness in decision-
making processes (Colquitt & Zipay, 2015). Lastly, Bies & Shapiro (1987) characterised
interactional justice as the fairness of an employee’s treatment when executing formal
procedures or handling an employee while a process is being performed out (Niehoff &
Moorman, 1993). Colquitt (2012) further added interactional justice occurs when relevant
authorities convey procedural details courteously and adequately and justify choices with
honest and genuine information. As a result, organizational justice theory affects the
performance appraisal satisfaction perspective either negatively or positively.

Impact of Justice on Performance Appraisal Satisfaction

The effectiveness of the performance appraisal depends on its association with the perception
of justice (Warokka et al., 2012). Suppose employees find the results of their assessments fair
or find the mechanism by which decisions are generated about the distribution of results is
acceptable. In that case, they are likely to reciprocate by engaging in behaviours that benefit
their organisation. Pieces of literature posit that satisfaction with the performance evaluation is
theoretically linked to fair assessment, thus determining workers’ acceptance of the appraisal
(Greenberg, 1986). Tomczak et al. (2018) stated that employees accept and see decisions as
fair when transparent about setting policies and procedures in their systems to promotions. In
addition, Krishnan et al. (2018) asserted that employees would then decide whether the
outcome they received was just and the managerial decisions were accurate. Furthermore,
establishing justice is an important managerial characteristic of an organisations since it
promotes individuals' absorption in their obligations and organisations (Bobocel, 2021).

The issue of injustice and dissatisfaction in performance appraisal is a prevailing concern,
leading the researcher to propose the framework and conduct this investigation. Justice and
satisfaction in the performance appraisal are central as they influence the attitudes and
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behaviour of employees at work. Positive behaviours and actions will be projected if they are

regarded as just acts, but negative behaviours or activities will be interpreted as unjust. It has

been a high priority for management to develop an effective and sound performance appraisal

system because it links with its goal attainment. Unfortunately, most organisations’ current

appraisal procedure is outdated as it is based on the bell curve scoring system, in which only

the best 10 per cent of staff are rewarded (Shanmugam, 2019). Buck & Morrow (2018)

mentioned that an increasing multitude of businesses recognises the necessity for continual
touchpoints and real-time communication.

Performance Appraisal Satisfaction Cultivates Employee Performance

Satisfaction with the appraisal process is regarded as one of the most consequential reactions
to performance appraisal (Giles & Mossholder, 1990). Performance appraisal satisfaction is
conceptualised as whether the employees are “satisfied” with the organisation’s appraisal
process (Miller, 2001). Prior studies by Kuvaas (2006) asserted that employee satisfaction on
performance appraisal determined their work performance. It means a properly managed
performance appraisal will lead to high employees’ satisfaction, and it sequentially elevates
high work performance. Satisfaction with performance appraisal is necessary because it
mediates the interactions between performance appraisal justice and results. According to the
literature, when employees’ choices are made equitably, it results in a psychological agreement
favourably associated with PA satisfaction. Belsito & Reutzel (2020) proved that employee
reviews are positively received when employees perceive PA as procedural. Furthermore,
Modipane et al. (2019) found that providing employees with enough and precise information
and communicating with them habitually makes employees satisfied than not providing the
information.

Koopmans et al. (2011) theorized employee performance into four dimensions, it consists of
task performance (TP), contextual performance (CP), adaptative performance (AP), and
counterproductive work behaviour (CWB). Task performance explained as a competency or
capability to do the core or central tasks of the job, which includes knowledge of planning and
coordinating work, work quality, results-oriented work, and the capacity to work efficiently.
Contextual performance refers to the behaviours that promote the organisational, sociological,
and psychological context wherein the technical core would operate, such as showing effort,
enabling peer and team performance, collaborating, and communicating. On the other hand,
adaptative performance occurs when a person adjusts to their work function or surroundings.
Finally, counterproductive work behaviour as detrimental behaviour that undermines the
organisation’s well-being, like absenteeism, off-task behaviour, theft and substance misuse, is
counterproductive work behaviour.

Dahkoul (2018) stressed that employee performance could be improved by focusing on the
aspects that substantially affect their performance, such as satisfaction. This direct to an
understanding of the causal connection between performance and satisfaction. Asad khan et al.
(2018) believe that every organisation’s success and survival rely on employee output and
directly on performance. This explains why the organisation seeks to enhance the ability of its
employees because it is a primary factor to improve employee performance. Employee
performance will bring progress to the survival and sustainability of an organisation. As per
the earlier work of Diamantidis & Chatzoglou (2019), employee performance must be
increased to improve organisational performance.
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In line with varied literature, employee performance can be improved if the appraised
individuals perceive their evaluations as accurate and just and are satisfied. From a
psychological standpoint, employee satisfaction with their performance appraisal impacts their
attitudes and behaviour toward the company. It is supported by Kuvaas (2006) that employee
satisfaction with the performance appraisal is related to their attitude towards fairness, which
positively impacts work performance. It is also parallel to Purwantoro & Bagyo (2019) that
portrayed a correlation between organisational justice and employee performance, whereby
providing fair wages following employees’ performance and treating employees fairly had
resulted in improved employee performance. Another research conducted by Chen et al.
(2020), reinforced that organisational justice can demonstrate a significant effect on
employees’ sense of belonging, which, in turn, affects their performance as it encourages the
employees to work hard.

Artificial Intelligence Shaping The Future Of Performance Appraisal To Enhance
Employee Performance In Malaysia

Due to this robust effect of satisfaction in performance appraisal on employee performance, it
is necessary to augment the distinctive characteristic of justice in the performance appraisal for
a transparent and fair evaluation. In view of recent advances in artificial intelligence (Al),
studies show time has arrived for these technologies can easily be adapted and refined to
enhance employee satisfaction in performance appraisal and boost employee performance
(Chelliah, 2017). Consider how these can impact employee satisfaction in performance
appraisal and boost employee performance and quality of work.

S. Shanmugam & Garg (2015) described biases minimised by having an intelligent system that
regularly monitors performance and provides employees and supervisors with a platform for
frequent constructive discussions. Most importantly, all data can be captured, and with
performance rules defined, the entire appraisal process would become more transparent and
achieve better employee performance. Al can make predictions with the help of digital tools to
generate suitable data to help HR practitioners improve workplace learning, reduce biases in
candidate assessment and retain and motivate existing employees, thereby creating an
employee-oriented culture (Gaur et al., 2019).

According to Fisher (2019), IBM’s A.I.-powered performance management system, called Big
Blue, displays how Al can augment human intelligence while accepting managers to apply
their knowledge and judgment. For example, one type of recommendation IBM’s system
makes for when and how a manager should start actively encouraging an antsy employee to
stay with the company. The algorithms then will recommend actions like training or awarding
an overdue promotion to keep them from leaving. It will integrate with an employee position
description module, allowing managers to pull data from the employees’ position descriptions
and insert it into the evaluation. As a result, they will identify and meet critical employees’
needs and improve the performance of the organisations. It may also enable organisations to
make better HR decisions based on objective information.

Even though Malaysian multinational companies benefit from drawing on foreign management
‘software’ and practices from their head offices in the HR area (Rowley & Abdul-Rahman,
2007), it is a relatively new area of interest in Malaysia. Strohmeier (2020) revealed that there
is so far no systematic HR research into smart HRM, and the term is still unfamiliar in HRM.
Therefore, a conceptual framework on how Al can assist in intensifying performance appraisal
satisfaction to improve employee performance is developed. This study will enrich the existing
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body of knowledge related to the influence of performance appraisal, employee performance,
the influence of justice in performance appraisal and also utilisation of artificial intelligence in
enhancing justice in performance appraisal. In congruence, the study will contribute to the
existing knowledge by observing how Organizational Justice Theory may affect understanding
performance appraisal in organisations. The significant contribution of the study is the linking
of the dimensions of justice and artificial intelligence, which highlight the positive and negative
consequences of employee performance, respectively. The Al in this study will indicate the
influence of justice on employee performance, thereby making significant theoretical
contributions to the organisational outlook. The proposed framework provides theoretical
guidance and recommendations for the combination of performance appraisal and Al
technology.

Organizational Justice

‘ Distributive Justice ‘ \
Performance Appraisal Employee Performance

. .
‘ _— Satisfaction N

‘ Procedural Justice

‘ Interactional Justice |

Artificial Intelligence

From the practical contribution point of view, the study results were expected to better
understand the impact of employee performance by enhancing justice in performance appraisal.
The study results will help organisations appreciate performance appraisal as a practical
strategic approach and integrate human resource activities with business policies. This study
will also improve in decision—making of employee performance appraisal. Artificial
intelligence will assist in the decision-making assessment of performance appraisal to optimise
employee contributions to the organisation. Further, the study results will also provide helpful
information in the context of Malaysian multinational companies (MNCs) on the development
of artificial intelligence in their performance appraisal. For human resource managers, the
findings from the study could be used as guidelines in the development and implementation of
artificial intelligence in their performance appraisal process. They will comprehend how
organisational justice theory affects employee satisfaction toward performance appraisal and
eventually affects their organisation’s effectiveness and efficiency.

Conclusion

Justice play does not guarantee that all parties get what they seek. However, it provides the
prospect of power being exercised under normative standards that protect the dignity of all
those involved. Managers must understand that encouraging a just performance appraisal leads
to a better scenario that positively impacts employee performance toward the organisation. In
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conclusion, this study attempted to examine the moderation role of Al in the relationship

between performance appraisal satisfaction and employee performance. Artificial intelligence

will assist businesses in making better decisions about retaining, developing, and motivating

their workforce. The researchers believe that these discoveries could create new opportunities

to shape the future of human resource management. Fundamentally, the researcher needs to

evaluate what a truly discrimination-free performance appraisal would entail, and
Organizational Justice Theory enables managers in making these challenging decisions.
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