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Abstract. This study explored the impact of organizational culture, reward
mechanisms, and employee mood on employee performance in service-based
industries. A total of 210 employees from various service sector companies in
Makassar, Indonesia participated in this study, and data were collected through a
structured questionnaire distributed via Google Forms. The hypotheses were
tested using Structural Equation Modeling (SEM) with SmartPLS. The results
indicate significant relationships for all three factors. Hypothesis 1 (H1) examines
the impact of reward mechanisms on employee performance (p-value = 0.011),
confirming that rewards, both intrinsic and extrinsic, positively influence
performance. Hypothesis 2 (H2) focuses on the effect of organizational culture on
performance (p = 0.017), suggesting that a positive organizational culture
enhances employee engagement and performance. Finally, Hypothesis 3 (H3)
investigated the relationship between employee mood and performance (p-value
= 0.000), highlighting the strong influence of positive mood on employee
performance. These findings emphasize the importance of organizational culture,
reward systems, and mood management in optimizing employee performance,
particularly in service-based industries, where customer interactions are key. The
study’s limitations include its reliance on self-reported data and its focus on a
single geographic location. Future research should include broader variables,
longitudinal studies, and more diverse samples to enhance generalizability.

Keywords: Employee performance, organizational culture, reward mechanisms,
employee mood, service industry.

1 Introduction

Employee performance is one of the most critical factors for organizational success,
especially in service-based industries where service quality and customer satisfaction
directly depend on individual and collective employee efforts [1, 2]. In today’s
competitive business environment, organizations increasingly focus on enhancing
employee performance to maintain their competitive edge and ensure long-term
growth [1, 3]. In service industries such as hospitality, healthcare, retail, and customer
service,
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employees are key to delivering consistent and high-quality services that directly
impact customer satisfaction and loyalty [1, 4]. Therefore, understanding the factors
that influence employee performance is essential to achieve sustained business
success.

Unlike product-based industries, where efficiency and quality are often measured
through tangible outputs, employee performance in service industries is intangible and
heavily reliant on employee-customer interaction [1, 5]. Service employees are not just
completing tasks; they shape customer experience, establish relationships, and build the
organization’s reputation. As a result, employee performance in service industries has
a direct impact on customer perceptions, satisfaction, and ultimately, organizational
profitability [2, 7]. Thus, optimizing employee performance is a primary focus for
companies in these sectors.

Despite extensive research on employee performance, much of the existing literature
tends to focus on isolated variables such as leadership, job satisfaction, and
compensation. However, the interactions between different organizational factors, such
as organizational culture, reward systems, and employee mood, have not been
sufficiently explored, especially in the context of service industries [3, 8].
Understanding how these factors collectively influence employee performance can
provide organizations with deeper insights into creating an environment that fosters
high performance and employee engagement.

Organizational culture is one of the key drivers of employee performance; however,
its specific impact remains underexplored. Organizational culture shapes the values,
beliefs, and behaviors that influence how employees approach their tasks, interact with
colleagues, and respond to challenges [4, 9]. A positive culture characterized by values
such as collaboration, open communication, and mutual support can create an
environment that motivates employees to perform at their best. However, the aspects
of organizational culture that most significantly affect performance, particularly in
service industries where customer interaction is central, require further investigation.

Both intrinsic and extrinsic reward mechanisms have long been recognized as
important motivators of employee performance. While financial rewards such as
bonuses and promotions are effective in motivating employees to achieve short-term
goals, intrinsic rewards such as recognition and personal growth opportunities are
more likely to foster long-term commitment and job satisfaction [6, 10]. However,
there is a lack of empirical studies examining how these reward mechanisms, when
integrated with other organizational elements, influence employee performance in
service-based contexts.

Additionally, employee mood the emotional state that employees experience during
their workdays has a significant impact on performance but is often overlooked in
traditional studies of workplace motivation and performance [9, 14]. Positive moods
are associated with enhanced creativity, problem-solving skills, and collaboration,
whereas negative moods can result in disengagement and decreased productivity. In
service industries, where employees interact directly with customers, their mood can
significantly affect the quality of service delivered [5, 11]. However, the direct
relationship between mood and performance, particularly when combined with
organizational culture and rewards, remains under-researched.
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The complexity of employee performance in service industries lies in the interplay
between individual employee characteristics, organizational factors, and external
influences. It is insufficient to focus on one factor leadership, rewards, or mood in
isolation. The combination of organizational culture, reward mechanisms, and
employee mood can create a synergistic effect that enhances performance or a
conflicting dynamic that hinders performance [10, 16]. However, it remains unclear
how these factors interact to influence performance outcomes, particularly in the
service industry.

This study aims to fill these gaps by examining how organizational culture, reward
systems, and employee mood jointly influence employee performance in service-based
industries. While much of the existing literature has focused on individual factors
separately, the complex interplay between these variables and their combined impact
on employee performance has not been sufficiently studied, particularly within service
organizations. By exploring these relationships, this research aims to provide a more
holistic understanding of the factors that drive performance in service industries and
offer insights into how businesses can strategically align their organizational culture,
reward systems, and employee well-being to enhance performance outcomes.

In service industries, employee performance is not solely about meeting targets or
quotas but also about how employees interact with customers and provide meaningful
experiences. Therefore, service organizations must create a work environment that
supports employee performance in all these areas, from fostering a positive culture
and implementing fair reward systems to maintaining a positive work mood. By
understanding how these three factors interact, organizations can design more
effective strategies to enhance employee performance, which will, in turn, improve
customer satisfaction and organizational success.

This research holds significance not only for theoretical contributions but also for
practical applications in human resource management within service-based industries.
By understanding the synergistic effects of culture, rewards, and mood on performance,
organizations can develop better reward systems, cultivate a supportive culture, and
implement mood-enhancing practices that foster improved employee performance.
Ultimately, this study aims to provide actionable recommendations for organizations
to optimize employee performance, improve service quality, and enhance customer
satisfaction in an increasingly competitive service sector.

2 Literature Review

2.1  Job Caracteristic Model (JCM)

The (JCM), developed by Hackman and Oldham in 1976, connects job characteristics
with motivation, job satisfaction, and employee performance. This model focuses on
five key job characteristics that are believed to enhance employee motivation and, in
turn, contribute to better work outcomes. These five characteristics include skill variety,
task identity, task significance, autonomy, and feedback.

Skill variety refers to the extent to which a job requires a variety of different skills
and abilities. Jobs that require employees to use a range of skills tend to be more
engaging and can increase motivation because employees feel more involved in
their
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work. Task identity relates to the degree to which a person can see the whole task from
start to finish [10, 17]. When employees can view the complete result of their work, it
provides a sense of accomplishment and ownership over their tasks. Task significance
refers to the degree to which a job impacts others or contributes to an organization’s
overall goals [6, 13]. Jobs that are seen as significant by employees tend to increase job
satisfaction because they feel their work has meaningful impact. Autonomy is the
degree to which employees have control and freedom to decide how to perform their
tasks. When employees have more autonomy, they feel more responsible and involved
in their work, which can boost motivation and performance. Feedback refers to the
extent to which employees receive information about the results of their work.
Constructive and clear feedback allows employees to understand whether they are
performing well or not. Receiving positive feedback can build employees' self-
confidence and motivate them to improve their performance further.

JCM links these five job characteristics to psychological outcomes, including
experienced meaningfulness, responsibility for outcomes, and knowledge of results.
The model also explains that these job characteristics affect critical psychological
states, which are necessary to enhance motivation, such as feeling meaningful in one's
work, taking responsibility for outcomes, and understanding how the work impacts
others. This model is highly relevant in designing motivating jobs, especially in work
environments where employees are expected to have greater autonomy and interact
directly with the results of their work. Implementing JCM can enhance intrinsic
motivation and job satisfaction, which in turn leads to better employee performance.

2.2 Reward

Reward are one of the key factors influencing employee performance, motivation, and
overall job satisfaction. Reward systems in organizations can be categorized into two
types: extrinsic rewards and intrinsic rewards. Extrinsic rewards are tangible and
typically monetary, and include salaries, bonuses, commissions, and other forms of
financial compensation [12, 20]. These rewards are often used to encourage
employees to meet short-term goals, and they directly influence employee behavior
through reinforcement. On the other hand, intrinsic rewards are non-material rewards
that come from within the employee, such as a sense of accomplishment, personal
growth, recognition, and enjoyment of the work itself. These rewards contribute to
long-term job satisfaction and motivation by aligning personal values and interests
with the work tasks.

The effectiveness of reward mechanisms in enhancing employee performance
depends largely on how well these rewards are aligned with employees' needs and
expectations [7, 14]. Research has shown that when employees feel adequately
rewarded for their efforts whether through financial incentives or recognition they are
more likely to be motivated, productive, and engaged. However, the way rewards are
distributed and perceived by employees is also crucial. Perceptions of fairness and
equity in reward systems play a significant role in job satisfaction and performance
outcomes. Employees who believe that the rewards are distributed fairly, based on
their contributions and performance, are more likely to be motivated and committed to
their work.
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The combination of extrinsic and intrinsic rewards can create a balanced reward
system that satisfies both short-term and long-term employee needs. Extrinsic rewards
can serve as a strong motivator for achieving specific tasks and meeting organizational
targets, while intrinsic rewards ensure ongoing engagement and a deeper connection
to the work [8, 15]. In service industries, where customer satisfaction is closely linked
to employee attitude and performance, a well-designed reward system can
significantly enhance the overall service quality. Employees who feel valued through
both monetary and non-monetary rewards are more likely to provide high-quality
service, as their satisfaction and motivation directly affect their interactions with
customers.

However, it is important to note that while reward mechanisms are essential, their
effectiveness can be influenced by other organizational factors, such as organizational
culture and leadership. In environments where rewards are not aligned with the values
and expectations of employees, or where rewards are perceived as unfair, the intended
positive effects on performance may be diminished . Therefore, organizations must
carefully design and implement reward systems that consider both the individual needs
of employees and the overarching goals of the organization.

2.3 Organizational Culture

Organizational Culture refers to the shared values, beliefs, practices, and behaviors that
shape how employees interact with each other and approach their work [8, 16]. It is the
"personality” of an organization, influencing everything from decision-making
processes to how employees handle challenges and opportunities. A strong and
positive organizational culture fosters a sense of belonging, trust, and purpose among
employees, creating an environment where individuals feel motivated to perform their
best. In service-based industries, where employee-customer interactions play a central
role, the organizational culture can significantly impact both employee satisfaction and
the quality of customer service [9, 17].

Organizational culture can be categorized into various types, such as clan culture,
adhocracy culture, market culture, and hierarchical culture, each with its own impact
on employee behavior and performance [16, 26]. For instance, a clan culture,
characterized by a family-like atmosphere, collaboration, and employee development,
tends to promote employee engagement and satisfaction, which can lead to better
performance. On the other hand, a market culture, which focuses on competition,
results, and achievement, may motivate employees to perform at high levels but could
also lead to stress and burnout if not managed properly. The alignment of the
organizational culture with employee values is key to fostering a work environment
that supports high performance.

A positive organizational culture enhances employee motivation by providing
employees with a clear sense of purpose and values that guide their actions [10, 19].
When employees share the same core beliefs and feel supported by their
organization’s culture, they are more likely to be committed to their work, collaborate
effectively, and go the extra mile to achieve organizational goals. In service
industries, where employee



Exploring Effects of Organizational Culture, Reward Mechanisms, ... 1427

attitudes and behaviors directly influence customer satisfaction, an organizational
culture that prioritizes service excellence, innovation, and employee well-being can
lead to improved job performance and customer experiences.

However, organizational culture can also present challenges if there is a
misalignment between the culture and the needs of employees. For example, a highly
competitive culture might work well for employees who thrive under pressure but
may negatively affect those who seek a more collaborative and supportive
environment. Therefore, organizations must continuously assess and adapt their
culture to ensure it meets the diverse needs of their workforce and aligns with broader
organizational goals. A culture that is too rigid or not in tune with employee
expectations can result in disengagement, lower morale, and ultimately reduced
employee performance.

24  Employee Mood

Employee Mood refers to the temporary emotional state or feeling that an employee
experiences during the workday, which can vary from positive to negative. Mood is
distinct from emotions, as it tends to be less intense and more enduring over a period
of time [11, 20]. However, mood plays a crucial role in influencing various aspects of
work behavior, including decision-making, interpersonal interactions, and overall
productivity. Employees who maintain a positive mood tend to approach tasks with
greater enthusiasm and energy, which can enhance their performance and contribute to
a more productive work environment.

The impact of employee mood on job performance has been well-documented, with
positive moods generally linked to increased motivation, creativity, and problem-
solving abilities [12, 21]. Employees in a good mood are more likely to engage with
their tasks, demonstrate better teamwork, and show greater resilience when facing
challenges. In contrast, employees experiencing a negative mood may feel
disengaged, be less productive, and exhibit a lower level of commitment to their
work. This is especially important in service-based industries, where interactions with
customers play a critical role. A positive mood can enhance customer interactions,
leading to better service delivery and higher customer satisfaction, while a negative
mood may result in poor service quality and dissatisfaction.

Several factors can influence employee mood, including personal circumstances,
the work environment, and organizational culture. For instance, a supportive work
environment, where employees feel valued and recognized, is more likely to foster
positive moods. Additionally, the level of autonomy, the presence of fair reward
systems, and clear communication from leadership can positively impact mood,
leading to better job performance. On the other hand, factors such as high job stress,
lack of support, and unclear expectations can contribute to negative moods, reducing
employee motivation and performance [32, 34].

Incorporating employee mood into organizational strategies is essential for fostering
a positive work environment. Organizations that actively work to enhance their
employees’ mood through engagement initiatives, well-being programs, and
constructive feedback can improve overall performance outcomes. In service
industries, where em-
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ployee interactions with customers are frequent and highly impactful, managing
employee mood becomes even more critical, as a positive mood can directly influence
the quality of service provided and the overall customer experience.

2.5 Employee Performance

Employee Performance refers to the degree to which an employee successfully fulfills
their job responsibilities, contributes to organizational goals, and performs at a level
that meets or exceeds expectations [13, 22]. It is a multifaceted concept that includes
both task performance, which involves the completion of specific job duties, and
contextual performance, which encompasses behaviors that support the organization’s
environment, such as cooperation, citizenship behavior, and interpersonal
relationships. In service-based industries, employee performance is particularly
crucial as it directly impacts customer service quality, organizational reputation, and
overall customer satisfaction.

Task performance includes the core responsibilities and duties outlined in an
employee's job description. This could involve specific tasks such as answering
customer inquiries, processing transactions, or completing projects. Employees who
perform well in these areas are seen as highly competent in their role [15]. Contextual
performance, on the other hand, includes behaviors that go beyond the core
responsibilities but contribute to a positive work environment, such as helping
colleagues, maintaining a good attitude, and demonstrating organizational
commitment. In service industries, where interactions with customers and coworkers
are frequent, both types of performance are important for organizational success.

Several factors influence employee performance, including individual attributes
(such as skills, experience, and personal motivation), as well as external factors such as
organizational culture, reward mechanisms, and employee mood. A positive
organizational culture, clear reward systems, and a supportive work environment can
increase employee motivation, enhance job satisfaction, and lead to improved
performance [14, 23]. Similarly, employees who are in a positive mood tend to
perform better because they are more likely to approach tasks with enthusiasm,
energy, and a problem-solving mindset [31].

Ultimately, employee performance is vital for the success of any organization,
especially in service-based industries where employee interactions with customers
directly affect the quality of service delivered. High-performing employees contribute
to higher customer satisfaction, repeat business, and the overall success of the
organization. Organizations that focus on enhancing employee performance through
effective management practices, training, and reward systems are more likely to
achieve sustained success in a competitive marketplace.

2.6  Hypothesis Development

Reward on Employee Performance. The first hypothesis focuses on the relationship
between reward mechanisms and employee performance. According to the Job Char-
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acteristics Model (JCM), the motivational potential of a job is influenced by its
characteristics, such as skill variety, autonomy, task significance, and feedback [18, 25].
However, these job characteristics alone may not be sufficient to drive high
performance levels. Reward mechanisms, both extrinsic (such as salary, bonuses, and
promotions) and intrinsic (such as recognition, personal growth opportunities, and job
satisfaction), are external factors that influence employees’ motivation and
performance. The JCM suggests that rewards that are perceived as fair and aligned
with employees' efforts can enhance their psychological states, such as
meaningfulness and responsibility, which are essential for improving job
performance.

Extrinsic rewards, like financial incentives, are often linked to immediate, tangible
goals and can motivate employees to perform specific tasks effectively [23, 28]. On the
other hand, intrinsic rewards, such as recognition and opportunities for personal
development, are tied to long-term job satisfaction and a deeper connection to work,
which can contribute to higher levels of employee performance [18, 29]. When
employees are adequately rewarded for their work, they are more likely to fully
engage in their tasks, contribute to organizational goals, and provide high-quality
service, especially in service industries where customer interaction is a critical aspect
of job performance.

Moreover, research supports the idea that rewards play a central role in reinforcing
desired behaviors and enhancing job performance. According to the JCM, feedback and
recognition are essential job characteristics that foster intrinsic motivation and
encourage employees to perform at higher levels. Therefore, reward mechanisms that
align with employees' needs for recognition, appreciation, and career growth are likely
to enhance their performance, as these rewards strengthen the psychological states
that drive high engagement and satisfaction in the workplace.

H1: Reward mechanisms have a significant positive impact on employee performance.

Organizational Culture on Employee Performance. The second hypothesis in this
study explores the relationship between organizational culture and employee
performance. Organizational culture refers to the shared values, beliefs, and practices
that shape the behavior of employees within an organization [22, 33]. According to the
Job Characteristics Model (JCM), organizational culture can have a significant impact
on job characteristics, which in turn influences employee motivation and
performance. A positive organizational culture can foster an environment where
employees feel supported, motivated, and connected to the organization's goals. In
this sense, organizational culture acts as a backdrop that enhances or diminishes the
effects of job characteristics like autonomy, feedback, and task significance, which
are key to employee performance.

In the JCM framework, a supportive organizational culture that promotes
collaboration, trust, and open communication can enhance job characteristics such as
task significance and feedback [15, 24]. For example, a culture that values teamwork
and innovation can give employees a greater sense of purpose (task significance) and
encourage continuous improvement through positive feedback. These psychological
states are directly linked to motivation, job satisfaction, and overall performance.
Therefore, when employees work within a culture that aligns with their values and
provides them
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with the necessary support, they are more likely to be engaged in their tasks and deliver
high performance.

Moreover, a culture that emphasizes employee development and recognition can
align with intrinsic rewards, which the JCM suggests are essential for fostering
longterm job satisfaction and motivation. In an organization with a culture that values
and rewards employee contributions, employees are more likely to experience a sense
of responsibility and meaningfulness in their work, which in turn enhances their
performance. Thus, organizational culture plays a significant role in shaping how
employees perceive their work environment, which affects their engagement and
performance. In light of the Job Characteristics Model (JCM), it is hypothesized that:
H2: Organizational culture has a significant positive impact on employee performance.

Employee Mood on Employee Performance. The third hypothesis in this study
focuses on the relationship between employee mood and employee performance.
Employee mood refers to the transient emotional states that employees experience
throughout the workday, which can range from positive to negative. These moods can
significantly influence various aspects of work behavior, including motivation,
decision-making, and interpersonal interactions. According to the Job Characteristics
Model (JCM), employees' mood plays an essential role in determining how they
perceive job characteristics such as skill variety, autonomy, and task significance, all
of which can affect their performance [27, 35]. The JCM posits that when employees
experience positive moods, they are more likely to perceive their jobs as meaningful,
feel responsible for their work, and ultimately perform better.

A positive mood boosts intrinsic motivation by enhancing employees' sense of
meaningfulness in their work. Employees in a good mood are more likely to engage
with their tasks with enthusiasm, creativity, and energy. In contrast, negative moods
can reduce engagement, increase stress, and lower productivity. Since the JCM
emphasizes the importance of psychological states like experienced meaningfulness
and responsibility for motivating employees, it suggests that positive mood states can
strengthen these psychological experiences and, as a result, improve job performance
[30].

Moreover, employee mood can also influence task performance and contextual
performance. In a positive emotional state, employees are more likely to collaborate
with colleagues, contribute to a supportive work environment, and go beyond the
minimum job requirements. Positive moods enhance interpersonal relationships, which
are crucial in service-based industries where customer interactions are a key aspect of
job performance [16, 26]. Employees in good moods are more likely to provide better
service, leading to higher customer satisfaction and improved performance outcomes.
Therefore, based on the Job Characteristics Model (JCM) and the link between mood
and motivation, it is hypothesized that:

H3: Employee mood has a significant positive impact on employee performance.
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Fig. 1. Research Framework

3 Research Methodology

This study adopts a survey approach to collect data on the influence of organizational
culture, reward mechanisms, and employee mood on employee performance. Primary
data will be gathered through a questionnaire distributed via Google Forms. The
questionnaire will employ a 5-point Likert scale, allowing respondents to indicate their
level of agreement or disagreement with statements related to the factors under
investigation, such as organizational culture, reward mechanisms, mood, and employee
performance. The Likert scale will range from 1 (Strongly Disagree) to 5 (Strongly
Agree), providing a comprehensive understanding of participants' perceptions of each
variable.

For data analysis, the study will use SmartPLS (Partial Least Squares Structural
Equation Modeling), a statistical tool suitable for evaluating complex models involving
multiple variables. SmartPLS will allow for the examination of the relationships
between independent variables (organizational culture, reward mechanisms, and
employee mood) and the dependent variable (employee performance). The research
will be conducted within service-based companies in Makassar, focusing on sectors
that are highly reliant on employee-customer interactions, such as hospitality, retail,
and healthcare. This targeted sample is expected to provide insights into how
organizational factors influence employee performance in service-oriented industries.

4 Results

4.1 Data

Data for this study were successfully collected from 210 employees working in various
service sector companies in Makassar, Indonesia. The respondents were selected using
a purposive sampling method, focusing on individuals who had experience working in
service-based industries and were familiar with organizational environments that
prioritize transformational leadership, reward mechanisms, and employee mood. The
survey



1432 S. A. Alifa and Muh. Y. Amar

was distributed through a structured questionnaire via Google Forms, which included
questions designed to measure the following key variables: organizational culture,
reward mechanisms, employee mood, and employee performance. A sample size of
210 respondents was deemed sufficient for conducting statistical analysis, specifically
using Structural Equation Modeling (SEM) to assess the relationships between the
variables. This sample provided a diverse representation of the workforce, which
contributed to ensuring the reliability and validity of the study findings.

4.2  Instrument Testing Results

Outer Model Analysis. Convergent Validity To test convergent validity, the outer
loading values should exceed 0.70, and the Average Variance Extracted (AVE) should
be greater than 0.50. The table below presents the outer loading and AVE values for
each indicator of the research variables.

Table 1. Convergent Validity Test Results

Variable Indicator Outer Loading AVE Description
Reward (X1) X1.1 0.843 0.725 Valid
X1.2 0.725 Valid
X1.3 0.775 Valid
X1.4 0.842 Valid
X1.5 0.854 Valid
Organizational Culture (X2) X2.1 0.864 0.735 Valid
X2.2 0.874 Valid
X2.3 0.926 Valid
X2.4 0.975 Valid
X2.5 0.840 Valid
Mood (X3) X3.1 0.977 0.775 Valid
X32 0.854 Valid
X33 0.868 Valid
X3.4 0.823 Valid
X35 0.849 Valid
Employee Performance (Y)  Y1.1 0.822 0.754 Valid
Y12 0.857 Valid
YL3 0.888 Valid
Y14 0.785 Valid
YLS5 0.843 Valid

Source: Author own estimation (2025)

From the table 1, it can be observed that the outer loading values and Average
Variance Extracted (AVE) for all variables are above the threshold, indicating that the
constructs and their respective indicators are valid.
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4.3  Hypotheses Test

Direct Test.

Table 2. T-statistics and P-values of Hypotheses

Hypothesis Original Sample (O) T-Statistic P-Values Result
H1 R on EP 0.142 2.543 0.011 Accepted
H2 OC on EP 0.175 2.398 0.017 Accepted
H3 M on EP 0.312 3921 0.000 Accepted

Source: Author own estimation (2025)

The table 2 presents the results of hypothesis testing in a structural equation model
(SEM) analysis, which examines the relationships between organizational culture
(OC), reward mechanisms (R), employee mood (M), and employee performance (EP).
The results show that all three hypotheses were supported. Hypothesis 1 (HI)
explores the impact of reward mechanisms (R) on employee performance (EP). The
analysis revealed a significant positive relationship between reward mechanisms and
employee performance, with a p-value of 0.011, indicating that rewards both extrinsic
and intrinsic play a crucial role in motivating employees to perform better.

Hypothesis 2 (H2) investigates the effect of organizational culture (OC) on employee
performance (EP). The results demonstrate a positive and significant relationship, with
a p-value of 0.017, confirming that a strong organizational culture can enhance
employee engagement and performance. A positive organizational culture,
characterized by shared values and supportive work environments, contributes
significantly to higher employee performance.

Lastly, Hypothesis 3 (H3) examines the influence of employee mood (M) on
employee performance (EP). The results, with a p-value of 0.000, suggest that
employee mood has a substantial impact on performance. Employees who are in a
positive mood are more likely to engage in tasks with greater enthusiasm and
creativity, leading to better job performance. In conclusion, the study confirms that
reward mechanisms, organizational culture, and employee mood all have a significant
and positive influence on employee performance, emphasizing the importance of
these factors in enhancing organizational success in service-based industries.

5 Discussion

This study clarifies how organizational culture, reward mechanisms, and employee
mood jointly shape performance in service-based settings. All three effects are
significant, with mood the strongest predictor (§ = 0.312, p < 0.001), followed by
culture (
= 0.175, p = 0.017) and rewards (B = 0.142, p = 0.011). Although effect sizes are
modest, such magnitudes are consequential in frontline contexts where small uplifts in
behavior cascade into better customer experiences and service quality.

The salience of mood reflects its proximal influence on service encounters: positive
affect broadens cognition, fosters creativity, and enhances prosocial behavior during
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customer interactions, while negative affect constricts attention and blunts service
quality [12], and affective displays shape customer outcomes via emotional contagion
and servicescape dynamics [4, 5]. In hospitality and other people-intensive services,
engagement and performance rise with positive affective states, reinforcing our
finding that mood is a “last-mile” driver of service execution [35, 20]. From a job-
design lens, these patterns align with evidence that enriched job characteristics
underpin meaningfulness and engagement—the psychological route through which
day-to-day affect translates into performance [8].

The positive culture—performance link indicates that shared values and norms create
an enabling climate for service excellence. Cultures emphasizing collaboration,
feedback, and support strengthen resources (e.g., clarity, psychological safety) that
raise satisfaction, commitment, and ultimately performance in public, healthcare, and
commercial services [2, 10, 14, 31, 32]. That culture’s coefficient is smaller than
mood’s is theoretically coherent: culture is a distal architecture that partly works by
shaping employees’ daily affect and meaning at work, again consistent with job-
characteristic mechanisms [8, 16].

The rewards—performance effect, while the smallest, remains reliable. Evidence
across settings shows that well-designed bundles of extrinsic (pay, bonuses) and
intrinsic  (recognition, growth) rewards elevate motivation, satisfaction, and
performance— especially when contingencies are clear and procedures are perceived
as fair [26, 21, 13, 24, 27]. The modest coefficient here likely reflects heterogeneity in
reward—task alignment and possible ceiling effects when hygiene factors are already
met; critically, rewards are most potent when integrated with complementary HR
practices and service-centric metrics, echoing high-performance work systems
research [11].

Taken together, the results support a resources — affect — performance view of
service work: culture and rewards furnish structural and social resources; these
resources cultivate positive affect; affect then drives in-role and extra-role service
behaviors at the point of contact [5, 11, 35]. Although our model tested direct paths,
the coefficient ordering invites future tests of mood as a mediator between
culture/rewards and performance, and culture as a moderator that conditions the
efficacy of reward schemes.

Managerial implications follow on three fronts. (i) Culture: codify non-negotiable

service values, enable feedback and learning, and nurture psychological safety for
service recovery—Ilevers consistently tied to satisfaction/commitment and better
outcomes [2, 10, 31, 32]. (ii) Rewards: balance fixed pay with behaviorally anchored
recognition and frequent, small incentives linked to customer-experience indicators;
ensure visible distributive and procedural fairness to reinforce motivational pathways
[24, 21, 26].
(iil) Mood stewardship: treat affect as a legitimate performance lever—optimize
schedules and breaks, implement brief pre-shift “emotional warm-ups,” and train
supervisors in emotion coaching; these practices align with evidence linking
wellbeing to productivity and affective displays to customer responses [20, 5].

Limitations—single-source self-reports and a single-city (Makassar) service
sample—raise concerns about common-method variance and external validity. Future
research should triangulate with supervisor/customer ratings and objective indicators,
use longitudinal or experience-sampling designs to establish temporal ordering, and
extend
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across service subsectors. Incorporating job characteristics and leadership/service
climate as mediators/moderators would more closely tie the model to established
motivational theory and potentially explain additional variance in performance [8, 11,
35].

6 Conclusion

This study provides significant insights into the factors influencing employee
performance in service-based industries, specifically focusing on the roles of
organizational culture, reward mechanisms, and employee mood. The findings
confirm that each of these variables has a significant positive impact on employee
performance, underlining the importance of a well-structured organizational culture,
effective reward systems, and the management of employee mood in fostering high
levels of performance. The results suggest that organizations that cultivate a
supportive culture, offer appropriate rewards, and attend to the emotional well-being of
their employees can expect enhanced service quality and overall organizational
success.

However, this study has several limitations. First, it relies on self-reported data from
employees, which could be subject to bias, particularly in terms of mood and
perceptions of the organizational environment. Second, the study is limited to
companies in Makassar, Indonesia, which may not fully represent global service
industries, thus limiting the generalizability of the findings. Third, while the study
focuses on three main factors, other variables such as leadership styles, job
characteristics, or individual traits might also play crucial roles in influencing
employee performance and were not considered here.

Future research could expand on these findings by incorporating additional
variables, such as leadership styles or job characteristics, to create a more
comprehensive model of employee performance. Additionally, longitudinal studies
could be conducted to examine how these relationships evolve over time, providing
deeper insights into the long-term effects of organizational culture, rewards, and mood
on employee performance. Expanding the research to include diverse industries and
geographic locations would also enhance the generalizability and applicability of the
results to a broader context.
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