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INTRODUCTION

The development of technology and information, which is currently increasingly rapid, has a
huge impact on various aspects, one of which is the demand to create high employee
performance for the goals that companies or agencies, both private and government, want
to achieve. Companies must be able to build and improve performance in their environment.
The company's success is influenced by several factors, one important factor is human
resources, because human resource management is a process of utilizing human resources
effectively and efficiently. Human resources must also be mobilized to produce the
maximum possible performance. Even though human resources play an important role in the
quality of performance, good performance can be seen from the results of the employee's
performance.
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According to Suryoadi (2012), high employee performance is expected by the
company. The more employees who have high performance, the company's overall
productivity will increase so that the company will be able to survive in global competition.
However, employee performance in an organization does not always increase, sometimes
employee performance increases, sometimes performance decreases. For this reason, it is
natural for a company to provide compensation in the form of compensation to its
employees.

According to Nawawi (2001) compensation is an award or reward for workers who
have contributed to realizing their goals. Through activities called work. Compensation is
also an award given to employees either directly or indirectly. Financial and non-financial to
improve employee performance. The forms of financial compensation are salary, allowances,
bonuses and commissions. Meanwhile, non-financial compensation includes training,
authority and responsibility.

Compensation is also an award given by employees, both directly and indirectly,
financially and non-financially, fairly to employees for their contribution to achieving
organizational goals, so that providing compensation is really needed by any company to
improve the performance of its employees.

It is not only compensation factors that companies need to pay attention to in order to
improve employee performance, but companies must pay attention to motivation factors. An
employee's ability to carry out their duties optimally is determined, among other things, by
the motivation that encourages the employee to work diligently, as well as the discipline
applied so that the company's goals can be achieved under leadership that can create a
conducive atmosphere for the work environment. Every employee is not necessarily willing
to exert their work performance optimally, so there is still a need for encouragement so that
someone is willing to use their full potential to work. This driving force is called motivation.

Motivation needs to be implemented in an organization, where if all activities and
tasks are based on high motivation, performance will also be high and vice versa. In order
for someone to want to do a job, that person needs motivation.

Nawawi (2011) states that motivation is something that arises because of needs, both
material and non-material, in an effort to achieve organizational goals. Leaders who direct
through motivation will create conditions where employees feel inspired to work hard. If
employees have high motivation then high performance results can be achieved. The
phenomenon of employee work motivation includes employees being less motivated to
develop the potential that exists in employees, this is caused by employees receiving less
recognition and appreciation from the leadership when the employee has more potential
than other employees, employees also rarely receive appreciation directly from the
leadership. If the employee has achievements, this will cause a lack of enthusiasm for work
for some employees. Employees still often postpone work, work performance decreases,
there is a lack of discipline and there is a decrease in the percentage of attendance.
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Saputra's research results (2014) show that motivation partially has a positive and
significant effect on job satisfaction of Lhokseumawe State Polytechnic Education
employees. In principle, employees can be motivated to carry out their duties depending on
the strength of the motives that influence them. In Hasibuan (2012) the importance of
motivation is because it causes, encourages and supports human behavior so that they are
willing to work diligently and enthusiastically to achieve optimal results. One of the efforts
that can be taken which can influence employee performance is by providing compensation
received as compensation for employee services. contribution to their work in the company.
He added that compensation must be designed in such a way as to motivate employees and
at the same time not burden the organization. In this way, the target of providing
compensation to increase employee and organizational productivity can be achieved. In
research conducted by Blazovich (2013), compensation influences employee performance.
Supported by research by Ibojo (2014) shows that compensation has a significant effect on
employee performance. And research by Jamil and Raja (2010) states that compensation
has been proven to have a significant effect on employee performance. According to
research conducted by Dermawan (2012) regarding the influence of compensation on
employee performance, the results show that compensation has a significant effect on
employee performance. This is because compensation is able to influence performance
because compensation is able to increase employee discipline, namely being able to comply
with all applicable regulations and stay away from all prohibitions that apply to the
company.

This is different from research conducted by Noe in Khusaini (2002: 27), which states
that employee dissatisfaction with the compensation received can lead to negative
employee behavior towards the company and the impact of Job With Drawal. Which can be
seen from the decline in work performance.

This is different from research conducted by | Ketut (2019) which stated that the
influence of employee compensation does not have a significant effect on employee
performance. Apart from that, there is research conducted by lan Larkin (2012) regarding
compensation having a negative influence on employee performance. (Fadli, 2010)
regarding compensation for performance, shows that compensation has a negative
influence on employee performance. In this research, employee performance is not
influenced by periodic increases in compensation because the most important thing for
employees is that they can get a job. Shows no influence or an insignificant negative effect
between compensation and employee performance. This is due to the lack of compensation
for employee performance, because the compensation given is seen from the work results
of each employee.

Therefore, one of the best ways to increase employee performance capacity is to link
compensation to employee development. If the compensation program is perceived as fair
and competitive by employees, it will be easier for the company to attract potential
employees, retain them and motivate employees to further improve their performance, so
that productivity increases and the company is able to produce products at competitive
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prices. In the end, the company not only excels in competition, but is also able to maintain its
survival, and is even able to increase profitability and develop its business.

Research conducted (Yohanes 2016) on the influence of motivation on employee
performance together, the results of which have a positive and significant effect on
performance. (Musriha, 2011) regarding the influence of motivation on employee
performance with results showing that motivation has a significant influence on employee
performance. It can be interpreted that motivation is able to encourage an employee to work
well, with high motivation a person will put in more effort in carrying out their work resulting
in better performance.

Meanwhile, research conducted by Dhermawan (2012) on motivation on performance
shows that motivation does not have a significant effect on employee performance. This
means that the results of motivation do not fully influence employee performance, in this
case motivation only plays a role as an incentive for employees to work harder.

Based on this gap research, there are differences in the results of research on
compensation and motivation on employee performance in companies. Researchers focused
their research on employees of the Banjar Regency, South Kalimantan Cooperatives and
Micro Enterprises Service. The Department of Cooperatives and Micro Enterprises of Banjar
Regency, South Kalimantan is an institution recognized by the Indonesian government,
under guidance and supervision,

Meanwhile, the factor that causes employee motivation problems at the Department
of Cooperatives and Micro Enterprises, Banjar Regency, South Kalimantan is the decreasing
motivation due to several employees who are dissatisfied with the compensation provided.
For example, providing facilities, incentives and so on. Which causes employees to be less
motivated at work. When someone feels that compensation is appropriate for their work, it
will influence a person's motivation which will then have a positive impact on their
performance.

Based on this description, the questions in this research are:

1. Is there a direct influence of compensation on employee performance?
2. Is there an influence of compensation on employee performance with work motivation
as an intervening variable?
Literature Review
Compensation

Compensation is "a broad term relating to financial rewards received by people
through their employment relationship with an organization" (Simamora, 2004: 541).
Compensation will have different meanings for different people. Basic compensation is
necessary to maintain employees with a decent standard of living. However, compensation
also provides a tangible measure of an individual's value to the organization.

Compensation is income in the form of money, direct goods or indirect goods received
by employees as compensation for services provided. (Hasibuan, 2011: 118) Compensation
is a contribution to the company or organization for employees (Ardana, 2012: 153). All
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income in the form of money, direct goods or indirect goods received by employees as
compensation for the services provided is called compensation (Hasibuan, 2009: 118).
Research conducted by Yensy (2010), revealed that compensation that is well managed or
implemented properly in the long term can be an effective tool for employee morale. Good
compensation will influence company performance, thereby impacting employee motivation.

According to Nawawi (2005), compensation is divided into two, namely direct
compensation and indirect compensation. Direct compensation is salary and incentives,
while indirect compensation is such as old age allowance, health allowance, company
allowance, food allowance, wife and child allowance, income improvement allowance,
holiday allowance and operational costs.

Compensation is one way that companies can provide rewards to employees.
Compensation can increase or decrease employee performance. Providing compensation to
employees needs to get more attention by the company. Compensation must have a strong
basis, be true and fair. If compensation is felt to be unfair, it will cause employees to feel
disappointed, so that good employees will leave the company. Therefore, in order to retain
good employees, the compensation program is created in such a way that employees will
feel appreciated and are willing to stay in the company (Muljani, 2002). The compensation
given to employees aims to further motivate them in improving performance in the
company. (Tanto Wijaya, 2015: 37)

Motivation

Motivation is giving an individual encouragement to act which causes the person to
behave in a certain way that leads to a goal (Murty and Hudiwinarsih, 2012). Siagian (1995)
explains that motivation is the driving force that causes an organization member to be
willing and willing to carry out various activities for which they are responsible and fulfill
their obligations. Providing motivation is one of the goals so that employees who are
motivated can work in accordance with the work standards and responsibilities given so
that company goals can be achieved well. Apart from that, it also contains elements of
effort, namely efforts that are quality and directed and consistent with the organizational
goals to be achieved.

Motivation is "giving an individual encouragement to act which causes the person to
behave in a certain way that leads to a goal" (lvan Aries and Imam Ghozali, 2006: 126).
Providing motivation is one of the goals so that employees who are motivated can work in
accordance with the work standards and responsibilities given so that the company's goals
can be achieved well. Apart from that, it also contains elements of effort, namely efforts that
are quality and directed and consistent with the organizational goals to be achieved.

Rivai (2009:837), revealed that motivation is a series of attitudes and values that
influence individuals to achieve specific things in accordance with individual goals.
Compensation is all income in the form of money, direct goods, or indirectly that employees
receive as compensation for services provided to the company (Hasibuan, 2011: 118).
According to Maslow Sihotang (2007: 247-251), there are several factors that influence
motivation, one of which is namely physiological needs, namely the amount of benefits
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received and conditions in the workplace, the need for a sense of security, namely a feeling
of calm with the current position in the work unit and health insurance coverage,
dependency and love needs, namely the opportunity to participate in committee activities
and the opportunity to build friendships, needs of self-esteem is the superior's assessment
of work performance and promotion, the need for self-actualization is the opportunity to
develop a career.

Understanding employee motivation correctly is a difficult task. However,
organizations need to identify the goals and needs behind employee behavior. Various
motivation theories state that each person's desires or needs are different, besides that, the
ways to fulfill these needs are also very diverse. Therefore, organizations need to
understand the concept of motivation thoroughly before implementing policies to encourage
increased motivation.

Employee performance

Marihot Tua Efendi (2002) believes that performance is the result of work produced
by employees or real behavior displayed according to their role in the organization.
Performance also means the results achieved by a person, both quality and quantity, in
accordance with the responsibilities given to him. Apart from that, a person's performance is
influenced by the level of education, initiative, work experience and employee motivation.
The results of a person's work will provide feedback for the person himself to always be
active in doing his work well and it is hoped that this will produce good quality work as well.
Education influences a person's performance because it can provide broader insight to take
initiative and innovate and then influence their performance.

Sutrisno (2013: 172), who states that employee performance is the result of employee
work seen from the aspects of quality, quantity, working time and cooperation to achieve
the goals set by the organization. According to Swasto in (Supriyanto and Maharani: 2013)
performance is divided into several, namely work quality, knowledge, income or statements
and decisions taken. The quality of employee work exceeds that of other employees,
employee knowledge is related to carrying out good work. Income or statement is having to
provide an opinion or statement about the organization.

Sopiah (2008) stated that the environment can also influence a person's performance.
A conducive environmental situation, for example support from superiors, co-workers,
adequate facilities and infrastructure will create comfort and will encourage good
performance. On the other hand, an uncomfortable working atmosphere due to inadequate
facilities and infrastructure, lack of support from superiors, and lots of conflict will have a
negative impact resulting in a decline in a person's performance.

METHODS
This research uses a quantitative research approach, namely a type of research that
emphasizes testing theories through calculating research variables with numbers and
requires data analysis using statistical procedures. The measuring tool for this research is in
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the form of a questionnaire, the data obtained is in the form of answers from employees to
the questions that will be asked. Based on the research objectives that have been
determined, this type of research is explanatory. The population in this study was all
employees of the cooperative and micro-enterprise department of Banjar Regency, South
Kalimantan, totaling 35 people. In this study, because the population was less than 100, 35
employees were taken as a sample.

The sampling technique used a saturated sampling technique, that is, all members of
the population, totaling 35 people, were sampled in the research. Data collection techniques
use questionnaires and interviews. The measurement scale uses a Likert scale with a
preference level of 1 to 5. This research uses path analysis. Path analysis is used to analyze
the pattern of relationships between variables. This model aims to determine the direct or
indirect influence of a set of independent variables on the dependent variable.

RESULT
Table 1 Coefficient of Determination (R?)
Variable R Square
Employee Performance 0,619
Work motivation 0,391

From table 1, it shows that the R2 value for the Employee Performance variable is
0.619. These results indicate that 61.9% of employee performance is influenced by
compensation. The remaining 38.1% is influenced by variables outside the research.

Table 2 Cross-validated Redundancy (Q?)

Variable SSO SSE Q2 (=1-SSE/SSO)
Employee Performance 330.000 210.430 0.362
Compensation 220.000 220.000
Work motivation 165.000 123.038 0.254

From table 2, the results show that the Q2 value for Employee Performance is 0.362 >
0.05 and Work Motivation is 0.254 > 0.05 so the variables used are appropriate. Based on
the diagram and table 2 display, all Q Square values for both employee performance and
work motivation constructs are more than 0.05. So it can be interpreted that predictions of
the constructs of employee performance and work motivation are correct or relevant. In
detail it can be concluded as follows:

1. The relevance of predictions of compensation and work motivation to customer
satisfaction based on the Q Square value is 0.362 > 0.05, so it can be concluded that
the exogenous variables of compensation and work motivation are appropriate or
relevant if used as predictors of the employee performance construct as an
endogenous variable.

2. The relevance of compensation predictions to employee performance based on the Q
Square value is 0.254>0.05, so it can be concluded that the exogenous compensation

The Effect Of Compensation On Employee Performance With Work Motivation As An
Intervening Variable At The Office Of Cooperative Micro Enterprises, Industry And Trade,

Banjar Regency, South Kalimantan—Abdul Kadir
596 |Page


https://ejournal.seaninstitute.or.id/index.php/Ekonomi

A Jurnal Ekonomi
- " Volume 13, Number 03, 2024, DOI 10.54209/ekonomi.v13i03

S 0 Tageopr oy ESSN2721-9879 (Oniine)
. JEC A N < p
Y BAN, ]‘\” TTUTE https://ejournal.seaninstitute.or.id/index.php/Ekonomi

variable is appropriate or relevant if used as a predictor of the motivation construct as
an endogenous variable.
Tabel 3 Effect size (F?)

Variable Employee Performance Compensation Work motivation
Employee Performance
Compensation 0,907 0,642
Work motivation 0,004

Based on table 3, it can be seen that the influence of compensation on employee
performance has a fairly large effect size because it has a value of 0.907 > 0.35 and also the
influence of compensation on work motivation is 0.642 > 0.35. Meanwhile, the influence of
work motivation on employee performance is ignored because it has an effect size < 0.02.
Hypothesis testing

Table 4 Path coefficients significance test (bootstrapping)

Hip Variable Original T Statistics P Hypothesis
Sample (O) (JO/STDEV]) Values
H1 Compensation-> Employee 0,753 10,590 0,000 Diterima
Performance
Compensation-> Work
H2 Motivation-> Employee 0,786 16,181 0,038 Diterima
Performance

Based on the bootstrapping results in table 4, the following results can be obtained:

1. Compensation has a significant influence on employee performance because ithasat
statistic of 10.590 > 1.96 and has a relationship between variables of 0.753 so it can
be concluded that the first hypothesis is accepted.

2. Work Motivation mediates the influence of Compensation on Employee Performance
because it has a t statistic of 16.181 > 1.96 and has a relationship between variables
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of 0.786. Because the indirect relationship has a greater value than the direct

influence, it can be concluded that the second hypothesis is accepted.
Discussion
The effect of compensation on employee performance

Based on hypothesis testing, the results show that compensation has a significant
influence on employee performance because it has a t statistic of 10.590 > 1.96 and has a
relationship between variables of 0.753. This shows that the more compensation an
employee receives, the higher the employee's performance.

These results indicate that appropriate compensation received by employees will
improve employee performance at the Banjar Regency Cooperatives and Micro Enterprises
Service. This is in line with research conducted by Warsidi (2014) which explains that
compensation has a positive and significant effect on performance. Compensation also
contains a professional relationship where one of the main goals of employees working is to
get compensation to meet various needs, while on the office side they pay employees so
that employees can carry out their work in accordance with the wishes and expectations of
the company with the main aim of being able to advance the company's business by The
main goal is to be able to advance the course of the company's business. By providing
compensation that is more appropriate and accepted by employees because it is in
accordance with the energy and abilities expended and respecting employees' hard work,
employees will behave more professionally by working seriously and making various efforts
to achieve better work results so that their performance could increase further.

The effect of compensation on employee performance through work motivation

Based on hypothesis testing, the results show that compensation has a significant
influence on employee performance through work motivation because it has a t statistic of
16.181 > 1.96 and has a relationship between variables of 0.786. Because the indirect
relationship has a greater value than the direct influence, it is proven that work motivation
indirectly mediates the effect of compensation on employee performance.

CONCLUSION
Based on the results of the pliers testing that has been carried out and the discussion in the
previous chapter, the following conclusions can be drawn: Compensation has a significant
effect on employee performance. The higher the compensation employees receive, the
higher the employee's performance in carrying out the work assigned to them. Work
motivation mediates the effect of compensation on employee performance.
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