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ABSTRACT

Employee performance (EP) is an important variable that can improve company performance. Many studies have examined various factors that 
influence EP. Compensation, motivation, and job satisfaction (JS) are three important variables that have been shown to have an effect EP. This 
study aimed to examine the model of the relationship between the four variables. By using 520 government company employees in Yogyakarta, 
Indonesia, the results of model testing proved that compensation, motivation, and JS were related to EP. The results of the mediation model testing 
using structural equation modeling (SEM) found that motivation also played a role as a mediating variable for the relationship between financial 
rewards and EP. In this relationship model, motivation was able to increase JS, but employees who feel satisfied cannot guarantee that they will 
perform better.

Keywords: Compensation, Motivation, Job Satisfaction, Performance 
JEL Classifications:  M120, J30

1. INTRODUCTION

EP is always sought to be achieved because high EP can support 
the achievement of high organizational performance. There are 
many factors that affect EP, which can be grouped into internal 
or dispositional and external or situational factors (Robbins and 
Judge, 2007). Motivation and JS are internal or dispositional 
factors that influence EP. Meanwhile, awarding or compensation 
is an external factor that influences EP.

Motivation is an individual’s desire to do a particular task or job. 
High motivation can improve performance (Kori et al., 2016). 
Motivation is referred to as the mover of organizational behavior 
because it influences EP and employee productivity (Cerasoli 
et  al., 2014; Fischer et al., 2019). Motivation has indeed been 
widely researched and proven an effect on EP. Motivation can be 
caused by external factors such as giving awards or compensation 
(Ryan and Deci, 2020).

According to Self-Determination Theory (SDT), giving awards 
will strengthen extrinsic motivation (Kuvaas et al., 2017). 
Giving awards can also improve EP (Naidu and Satyanarayana, 
2018). Kuvaas et al. (2016) found that motivation is related 
to performance. In addition, giving awards can also improve 
performance (Cerasoli et al., 2016). Motivation has indeed 
been shown to improve EP (see for example Cerasoli et al., 
2014; Ekundayo, 2018; Girdwichai and Sriviboon, 2020; 
Lencho, 2020).

Meanwhile, employee JS is an attitude or how satisfied employees 
are with their work (Parvin and Kabir, 2011). JS has also been 
shown to improve EP (see for example, Chao et al., 2015; Wolomasi 
et al., 2019). However, the effect of JS on EP is inconsistent. This 
is because JS is a variable that has several dimensions (Pang and 
Lu, 2018). Each dimension has a different effect on performance 
(Bakan et al., 2014). Bowling et al. (2015) found that in testing the 
relationship between JS and EP, moderating situational variables 
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are needed. The purpose of this study was to test the model of 
the relationship between compensation, motivation, JS and EP.

2. LITERATURE REVIEW AND 
HYPOTHESIS DEVELOPMENT

Motivation is an enigmatic topic in organizational science 
(Tremblay et al., 2009). Robbins and Coulter (2014) define 
motivation as the process by which individuals get energized, 
directed, and encouraged to achieve goals. Motivation is a 
psychological process that directs goals and behavior as well as 
internal strength to satisfy needs (Conrad et al., 2015). Motivation 
determines individual behavior by influencing direction, goal, 
and persistence in work. Motivated individuals are an important 
competitive advantage and become a strategic asset of the 
organization. In organizational research, motivation is the subject 
of various theories and topics and is the basis for the formation 
and effective improvement of theory (Steers et al., 2004).

Motivation arises in employees because there is a drive to achieve 
certain goals. There are two theories of motivation, namely Content 
Theory and Process Theory, both of which can explain how 
individual behavior is activated and directed (Seiler et al., 2012). 
Motivation is driven by intrinsic factors that come from work and 
employees, while extrinsic factors come from the reward system 
(Legault, 2016). Motivation can drive the ability of employees so 
that employees can perform well. Motivation can almost always 
be proven to has effect on EP (see for example Cerasoli et al., 
2014; Ekundayo, 2018; Girdwichai and Sriviboon, 2020; Lencho, 
2020). The relationship between motivation and performance is 
almost always positive.

Several previous studies have found that financial compensation 
or visible rewards can improve EP (see for example Afriyie 
et al., 2020; Naidu and Satyanarayana, 2018; Jeni et al., 2020; 
Seng and Arumugam, 2017; Zaraket and Saber, 2017). Giving 
visible rewards can improve quantitative performance (Garbers 
and Konradt, 2014; Cerasoli et al., 2016). Based on SDT, giving 
compensation can increase extrinsic motivation but damage 
intrinsic motivation (Kuvaas et al., 2017). These two dimensions 
of motivation can be independent but can coexist in one person 
(Deci and Ryan, 2008). These two motivations can also affect EP 
(Manzoor et al., 2021).

Providing compensation can indeed increase employee motivation 
and JS which in turn can improve their performance. However, 
compensation is a form of extrinsic motivation which can also 
directly affect EP (Zaraket and Saber, 2017). The results of 
previous research found that awarding or compensation did not 
directly affect JS in the long run, but was mediated by work 
motivation (Rasool et al., 2017). In addition, the existing literature 
always links motivation and JS (Springer, 2011).

JS includes several dimensions, such as satisfaction with the salary 
they receive, with the leadership, with colleagues, in the work 
environment, in processes related to human resource management, 
and so on (Robbins and Judge, 2007). JS can encourage employees 

to work diligently because of the joy they feel at work. Previous 
research has proven that JS is indeed related to and influences 
performance (see for example, Bowling et al., 2015; Chao et al., 
2015; Wolomas et al., 2019). Based on the results of previous 
studies, the hypothesis proposed is:
H1: Compensation is positively related to performance
H2: Motivation is positively related to performance
H3: JS is positively related to performance.

3. METHODS

This study uses primary data collected by survey using a 
questionnaire distributed government company employees in 
Yogyakarta. However, this study used samples taken by the 
convenience sampling method for 2 months. The number of 
samples was determined based on multivariate criteria, namely 
5 times the number of question items in the questionnaire 
(Hair et al., 2014). This study uses a questionnaire taken from 
the results of previous studies. The variable of motivation uses 
10 items questionnaire from Siagian’s research (2016). Variable 
JS using research 10 items questionnaire researched by Parwita 
(2013). Meanwhile, the CP variable uses 10 items questionnaire 
researched by Simamora (2006), while the EP variable is taken 
from 10 items questionnaire researched by Poluakan (2016). 
Therefore, the number of samples suggested by multivariate 
criteria is at least 200 people.

This study used 520 respondents from 700 questionnaires 
distributed to employees of government companies in Yogyakarta 
and its surroundings. The questionnaire was tested for validity 
and reliability using factor analysis and internal consistency using 
Cronbach’s Alpha (Sekaran and Bougie, 2013). Data testing is 
done by examining the relationship between research variables 
using bivariate correlation. Next, testing the relationship model, 
both directly and mediated models using SEM with AMOS 17 
version.

4. RESULTS AND DISCUSSION

Before testing the model, the measuring instruments used are tested 
for validity and reliability. Factor analysis was used to test the 
validity of the questionnaire with a Kaiser-Meyer Olkin (KMO) 
of 0.5 or more and a loading factor of more than 0.5 (significant 
criteria according to Hair et al., 2014). Furthermore, internal 
consistency using Cronbach’s Alpha was carried out to test the 
reliability of the questionnaire (Sekaran and Bougie, 2013). If the 
Cronbach’s Alpha coefficient value is >0.6, then the questionnaire 
as a measuring tool is considered reliable (Zikmund et al., 2010).

The results of validity testing using factor analysis found that 
10 items of EP questions were valid, with a loading factor of 
0.626-0.909 and KMO 0.907. Likewise, the 10 motivational 
question items were declared valid with a loading factor of 
0.776-0.887 and KMO 0.860. Furthermore, 10 items of CP 
questions were declared valid with a loading factor of 0.770-0.929 
and KMO 0.918, while 10 items of JS were also declared valid 
with a loading factor of 0.812-0.915 and KMO 0.876.
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Furthermore, the results of the reliability test using internal 
consistency with Cronbach’s Alpha showed that the questionnaires 
used in this study were reliable. This can be seen from the results of 
the reliability test showing Cronbach’s Alpha 0.951 for EP, 0.954 
for motivation, 0.966 for JS, and 0.967 for CP or more than the 
required size, which is 0.6 (Zikmund et al., 2010). Before testing 
the effect of compensation, motivation, JS on EP, it is necessary 
to test the correlation between research variables. The results of 
testing the reliability and correlation between research variables 
and statistic descriptive are presented in Table 1.

Table 1 shows that the four variables studied have high reliability, 
which is more than 0.95 (Zikmund et al., 2010). The mean of each 
variable was moderate to high (EP mean 3.5930; motivation mean 
3.6415; JS mean 0.966; CP mean 3.4387), as well as the standard 
deviation which is classified as moderate (between 0.5447 and 
0.6046). The correlation between the variables studied was significant 
and quite strong. This shows that compensation, work motivation, 
and JS related to performance (H1, H2, and H3) were supported.

Based on the results of testing the direct influence model of the 
three independent variables on the dependent variable using SEM 
with AMOS, it shows that the model is recursive. Recursive is 
the existence of a unidirectional dependency between exogenous 
variables so that it must be tested separately, not together (Byrne, 
2010). This means that there are independent variables that have 
a direct effect on the dependent variable and there are variables 
that have an indirect effect. In other words, there needs to be a 
mediating variable in the relationship model. Several previous 
studies have found that motivation and JS are variables mediating 
the relationship between compensation and performance (see for 
example, Amanda and Trinanda, 2021; Candradewi and Dewi, 
2019; Manzoor et al., 2021). The results of testing the mediation 
model using SEM are presented in Tables 2 and 3.

The results of the mediation test show that the second model is the best 
model. This is indicated by the values of the Normed Fit Index (NFI), 
Incremental Fit Index (IFI), and the Tucker Lewis Index (TLI) which 
are greater than the first model. The Goodness of Fit Index (GFI) 
and Comparative Fit Index (CFI) values are also >0.90. According 
to Byrne (2010), if these values are >0.90, then the model is fit with 
the data. This shows that the model is fit with the existing data. This 
model proves that motivation mediates the effect of compensation 
on EP. Providing financial compensation can increase motivation 
and JS. Meanwhile, motivation can also increase employee JS. The 
results of this model mediation test show that JS has no effect on EP. 
In addition, the provision of financial compensation does not directly 
affect EP, but through increasing motivation.

The test results using multiple linear regression show that 
compensation, motivation, and JS are significantly related to 

EP. Compensation is a form of extrinsic reward that needs to be 
received by employees so that their performance increases. The 
results of this study support several previous research results which 
prove that providing compensation to employees is related to and 
has effect on EP (see for example, Jean et al., 2017; Jeni et al., 
2020; Okwudili and Ogbu, 2017; Seng and Arumugam, 2017).

The results of this study further strengthen previous research that 
motivation is indeed related to EP. Research on work motivation 
and performance has been carried out by many researchers before. 
In line with the results of previous research, the results of this study 
also found that motivation can improve EP. The results of this 
study support the research results of Joy et al. (2022), Mohamud 
et al. (2017), Olusadum and Anulika (2018), Pang and Lu (2018), 
Shahzadi et al. (2014). Motivation is indeed the variable that has 
the strongest influence on EP.

Meanwhile, the results of this study prove that JS has an 
inconsistent effect on EP. In testing the relationship between 
JS and performance it shows that JS has a significant positive 
relationship with EP. This is in line with several previous studies 
(see for example, Alromaihi et al., 2017; Dizgah et al., 2012; Helmi 
and Abunar, 2021; Platis et al., 2015). Meanwhile, the results of 
testing the mediation model found that JS has no effect on EP. 
This is consistent with the research results of Bakan et al. (2014) 
and the results of research by Bowling et al. (2015).

Meanwhile, although not very strong, financial compensation, 
motivation, JS, and EP are variables that are related to one 
another. These four variables are indeed very important variables 

Table 2: Model 1 - results of the motivation mediates 
the effect of compensation and job satisfaction on 
performance
Relationship Beta Critical ratio
Compensation  Motivation 0.621 7.889
Job Satisfaction  Motivation 0.509 8.271
Motivation  Performance 0.975 13.471
χ2=58.417, χ2/df=24.208, GFI=0.951, CFI=0.969, NFI=0.968, IFI=0.969, TLI=0.908

Table 3: Model 2 ‑ results of the motivation and job 
satisfaction mediate the effect of compensation on 
performance
Relationship Beta Critical ratio
Compensation  Motivation 0.645 18.181
Compensation  Job Satisfaction 0.530 17.831
Motivation  Job Satisfaction 0.464 15.448
Motivation  Performance 0.905 27.792
Job satisfaction  Performance −0.208 −5.521
χ2=27.929, χ2/df=27.929, GFI=0.975, CFI=0.985, NFI=0.985, IFI=0.985, TLI=0.912

Table 1: Correlation and statistic descriptive
Variables Composite reliability Mean Σ CP MO JS EP
Compensation (CP) 0.967 3.4387 0.6046 1.000 0.620** 0.798** 0.570**
Motivation (MO) 0.954 3.6415 0.5598 1.000 0.786** 0.787**
Job satisfaction (JS) 0.966 3.5363 0.5885 1.000 0.643**
Performance (EP) 0.951 3.5930 0.5447 1.000
**Significant<0.01
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in influencing the progress of the company. This also happened to 
government company employees which is a service company that 
emphasizes EP. Therefore, companies need to pay attention to the 
provision of appropriate financial compensation for employees. 
Employee motivation also needs to get attention, and employee 
JS must continue to be sought. These three variables will greatly 
affect the improvement of EP.

Furthermore, the results of testing the mediation model found 
that motivation mediates the effect of compensation on EP. This 
aligns with previous research results (see for example, Amanda 
and Trinanda, 2021; Candradewi and Dewi, 2019; Manzoor et al., 
2021; Setiawan et al., 2018). In addition, the results of this study 
found that motivation mediates the effect of compensation on 
employee JS. The results of this study are in line with the results 
of research by Rukayah et al. (2019). Although correlated with 
JS, EP is not necessarily influenced by their JS. This is in line 
with the research results of Bakan et al. (2014). The results of 
this study further strengthen the results of previous research that 
compensation and motivation affect employee JS (Helmi and 
Abunar, 2021).

5. CONCLUSION AND 
RECOMMENDATIONS

Providing financial compensation to employees cannot be ignored 
because it can affect their motivation and JS. Motivation is a very 
important variable to improve EP. Motivated employees will feel 
the urge to perform better. However, JS does not always improve 
performance. In addition to examining the direct effect of the 
independent variable on the dependent variable, this research also 
tests the mediation model. However, a model that fits the existing 
data is a mediation model because the direct relationship model is 
recursive. It can be said that testing the relationship model between 
variables has been carried out completely.

Although it has been able to provide suggestions for companies, 
this research is not free from weaknesses. The use of cross-section 
data can make the mediation model a little disturbed. In addition, 
the use of self-assessment in this study can cause a beta bounce. 
A larger number of respondents will also help in generalizing the 
research results regarding this relationship model.
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