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Abstract: The purpose of this research is to measure the impact of compensation and work environment towards 

the employee performances mediated by the job satisfaction. This is a quantitative research using the previous 

measurement scale. Sample of this research is the whole employee of Sinarbali Binakarya industry in Denpasar 

Bali Indonesia in total 82 persons. The sample identified as the population with saturation technique. The result 

shows that the compensation and work environment partially have the positive influence towards the job 

satisfaction and employee performance. The satisfaction is significantly mediated the relation of compensation and 

work environment towards the employee performance. Contribution of this research is to strengthen the theory 

and result of the previous study and also a faith to the world of practice related to the behavior of the 

compensation variable effect. 
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1.    INTRODUCTION 

Research background: 

Human resources are the important assets in an organization. Sinarbali Binakarya Company is the private company that 

operates in construction service especially in highways project. Realizing that the importance of the human resource 

existences through a good performance to stay on top in the competition. 

There are two important policies that have been done to improve the human resource performances such as; compensation 

policy and creating the work environment support to create the job satisfaction. Despite of the performance decrease of 

the employees it can be seen by the increase of the absent. On 2018, January, the highest level of absence had reached 114 

days (6,16%), while the lowest occurred on 2018, March, 56 days (3,31%). This result obviously becomes a consideration 

for the company as it expected a stable employee attendance from year to year to support the company productivity. 

The internal survey result shows that the employee experienced the high job volume and pressure, while the wage or 

compensation is still not good enough. The wage or compensation received by the employee is not enough to pay their 

bills because of the inflation that increase the price of basic goods. 

Research gap: 

The empirical study has been done to see the impact of the compensation and work environment to stimulate the 

satisfaction so it can increase the performances. On a phase of empirical study, a result has been found an unequal 

compensation impacts toward the employee performance. Some studies have shown the positive result (Sopiah, 2013; 

Salisu, et al., 2017; Mabaso and Dlamini, 2017; Hameed, et al., 2014; Sheila Wambui and Josephat Kwasira, 2015) and 

Aslam, et al, 2015), but other studies have shown the insignificant result (Yamoah, 2014; Rizal, et al., 2014). 



International Journal of Management and Commerce Innovations  ISSN 2348-7585 (Online) 
Vol. 6, Issue 2, pp: (1248-1258), Month: October 2018 - March 2019, Available at: www.researchpublish.com 

 

Page | 1249  
Research Publish Journals 

The unequal of the empirical study result is also being found on the influence of work environment towards the employee 

performances. Some studies show a significant positive (Mathews dan Khann, 2016; Lankeshwara, 2016; Chandra dan 

Priyono, 2016; Riyanto et al., 2017), but some of them show the insignificant (Samson et al., 2015). 

According to the field phenomenon gap progress and empirical findings so this research is adopting the job satisfaction as 

mediation between compensation impact and work environment towards the employee performance as a background by 

the result of previous empirical study. The impact of compensation towards the job satisfaction mostly found on a positive 

way (Sopiah, 2013; Salisu et al, 2017; Mabaso and Dlamini, 2017) as well as the impact of work environment towards the 

job satisfaction (Muhammad et al, 2015; Salunke, 2015; Raziq and Maulabakhsh, 2015; Agbozo et al, 2017), including 

the job satisfaction of the employee performances were significantly positive (Fadalh, 2015; Ndulue and Ekechukwu, 

2016, and Octaviannand et al, 2017) 

All the sequences of the gap phenomenon and the gap research is to give a clear direction of the problem formulation such 

as; Does the compensation and the work environment have direct positive impact towards the performance and 

satisfaction of the employees. Does the job satisfaction have a significant positive impact towards employee performance, 

and does it significantly work as mediation between work environment and compensation towards employee performance. 

2.   LITERATURE REVIEW 

Compensation: 

According to (2009: 118) stated that compensation is all the revenue that is come in a form of money, direct and indirect 

goods received by the employees as a reward or service that has given to the company. Meanwhile, Sedarmayanti, (2009: 

9) stated that compensation must be fair and proper. Fair means it based on the achievement, and proper means it fulfilled 

the basic needs and it also based on the government’s minimum wage level and for internal and external fairness. 

According to Sedarmayanti (2014: 241) there are six indicators to measure the compensation such as; salary, bonus, 

incentive, insurance, security, and working holidays. 

Work Environment: 

According to Sedarmayanti (2009: 21), the definition of work environment is about the tools and the material that faced, 

the surrounding environments where someone is working, the method they are using, and the setup as an individual or 

when in a work group. In other hand, Mardiana (2005), work environment is a place where employees are doing their job. 

A good work environment gives security and create an optimization for the employees. 

According to Sedarmayanti (2011: 28) there are six indicators for work environment such as; lighting, air temperature, 

noise level, color usage, work ability, and work relationship. 

Job Satisfaction: 

According to Robbins and Judge (2008: 99), job satisfaction means a positive feeling about someone’s job, which came 

from the result of his or her characteristics. In the other hand, Davis and Newstorm (2008: 105) stated that the job 

satisfaction is about the employee’s feeling to feel the happiness to do their job. 

According to Rivai (2011: 28) there are five indicator for job satisfaction such as; the job itself, payment, promotion, 

supervision, and co-workers. 

Employee Performance: 

Irawan (2000: 588) stated that a performance is a concrete result, it can be observed and it can be measured so in another 

word, performance is a result that achieved by the employee based on some specific standards. According Mangkunegara 

(2013: 67) performance means a result based on quality and quantity achieved by an employee as his or her capacity. In 

other hand, Sedarmayanti (2001: 260) stated that performance is a result of the employees, a management process where 

the result can be shown in concrete and measurable (compared to the specific standards). 

According to Robbins (2006: 260), there are six indicators for employee performance such as; work quality, work 

quantity, punctuality, work effectiveness, independency, and the desire to develop. 
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Hypotheses 

The compensation impact towards job satisfaction 

Research conducted by Sopiah (2013), Yaseen (2013), Muguongo et al. (2015), Salisu et al. (2017) and also Mabaso and 

Dlamini (2017) conclude that a compensation has a significant positive impact toward job satisfactions. This kind of result 

is also conducted by Onsardi et al.(2017) shows that there was a direct positive impact from the compensation and 

empowerment towards the job satisfaction, but a research by Yamoah (2014) concluded that the compensation was not 

affecting the job satisfaction. Most of the result of the empirical studies shows a significantly positive. According the 

explanation, the hypothesis can be submitted: 

H1: The compensation has positive impact towards the job satisfaction 

The work environment impact towards job satisfaction 

The research by Muhammad et al. (2015), Salunke (2015), Raziq and Maulabakhsh (2015) and Agbozo et al. (2017) 

concluded that the work environment has a significant positive impact towards job satisfaction. Other research is 

conducted by Chieze et al (2017) shows the positive impact of work environment towards career progress that indicated as 

a job satisfaction. Based on the previous empirical studies result, it can be formulated as below: 

H2: The work environment has a positive impact towards job satisfaction 

The compensation impact towards employee performances 

Hameed et al. (2014), Njoroge and Kwasira (2015) and Aslam et al. (2015), has conducted the empirical studies and 

found that the compensation has positive and significant impact towards employee performances, even though there was 

also other that shows the insignificant (Rizal, et al 2014). Most of these results have been shown some positive ways. 

Based on the explanation above, it can be formulated as below: 

H3: The compensation has positive impact towards employee performance 

The work environment impact towards employee performance 

The research conducted by Mathews and Khann (2016), Lankeshwara (2016), Chandra and Priyono (2016) and Riyanto et 

al., (2017) with the result that the work environment affected the employee performances in a positive and significant 

way. But the other research by Samson et al (2015) showed that it did not affect the performances. Mostly show in a 

positive way. Based on the explanation above, it can be hypothetically submitted as below: 

H4: The work environment has positive impact towards employee performance 

The job satisfaction impact towards the employee performance 

The research conducted by Fadlallh (2015), Ndulue and Ekechukwu (2016) and Octaviannand et al. (2017) with the result 

that the job satisfaction affected the employee performances in a positive and significant way. But the other research by 

Agustiningsih et al (2016) showed that it did not affect the performances. Mostly show in a positive way. Based on the 

explanation above, it can be hypothetically arranged as below: 

H5: The job satisfaction has positive impact towards the employee performance 

3.   RESEARCH METHODOLOGY 

This research used the quantitative research method design to test the model and instrument that has been developed by 

the previous researcher through the inferential statistics with Structural Equation Modelling (SEM) by Partial Least 

Square (PLS) approach. 

Sample of this research is the whole employee of Sinarbali Binakarya industry in Denpasar Bali Indonesia in total 82 

persons. The sample identified as the population with saturation technique.  

There are four variables involved in this research; compensation with the indicator from Sedarmayanti (2015:241), work 

environment with the indicator from Sedarmayanti (2011:28), job satisfaction adopted from Rivai (2011:860) and 

employee performance with the indicator adopted from Robbins (2006:260). Each of these indicators has been tested 

empirically and has been used on previous empirical study it can be seen on table 2. All the items that been used as 

research instruments apply the five points Likert scale such “very disagree (1)” until “very agree (5)”. 
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Construct validity and reliability: 

The validity and reliability test has been done by involving 30 respondents. This test is conducted by finding out the 

significant correlations and Cronbach Alpha in every dimension and constructs. The construct is reliable if it has 

Cronbach Alpha > 0,70 (Malhotra, 2007). The indicator has a valid condition if each indicator score contains a positive 

and significant bivariate correlation with total indicator score. Table 2 explains the Cronbach Alpha value for each 

construct and dimension shows the value above 0,7 and the significant correlation per indicator shows the positive value. 

Table 1: The result of validity and reliability of the research instruments 

Variable Dimension Indicator Correlation 

Significance 

Cronbach's 

Alpha 

Compensatio

n (X1) 

Salary (X1.1) Salary is received based on the job that given 

by the company (X1.1.1) 

0,741 0,867 

The amount of salary is based on the position 

on the company X1.1.2) 

0,764 

Bonus (X1.2) The work achievement will be rewarded with 

annual bonuses  (X1.2.1) 

0,628 

The company will provide bonuses or 

additional benefits (X1.2.2) 

0,623 

Incentive (X1.3) The head of the company will provide the 

incentives to high-achieving employees 

(X1.3.1) 

0,574 

Incentives will provide a huge work 

enthusiasm (X1.3.2) 

0,591 

Insurance (X1.4) Company will provide health insurances 

(X1.4.1) 

0,698 

Covered by the health insurances (X1.4.2) 0,415 

Security (X1.5) Employee will get a security guarantee as 

long as he/she is working at the company  

(X1.5.1) 

0,793 

Protected by the security guarantee (X1.5.2) 0,864 

Working 

Holidays(X1.6) 

Can use the leave benefits to have some rests 

(X1.6.1) 

0,428 

Receive the severance pay on vacation or 

leave (X1.6.2) 

0,361 

Work 

Environment 

(X2) 

Lighting (X2.1) Lighting on the workspace is proper(X2.1.1) 0,635 0,902 

The over bright lighting will causing heat and 

anxious (X2.1.2) 

0,759 

Air Temperature 

(X2.2) 

All rooms are equipped with air conditioner 

(AC) (X
2.2.1

) 

0,878 

Air circulation is already good (X2.2.2) 0,878 

Noise Level (X2.3) No noise at the workspace (X2.3.1) 0,786 

Comfortable working due to the minimum 

noise level (X2.3.2) 

0,501 

Color usage (X2.4) The room coloring is already good (X2.4.1) 0,649 

Work Ability (X2.5) Guided by the supervisor related to the jobs 

(X2.5.1) 

0,750 

Always get briefing from supervisor (X2.5.2) 0,664 

Work Relationship 

(X2.6) 

Zero problem of communications (X2.6.1) 0,807 

Work together with the co-workers (X2.6.2) 0,632 

Job 

Satisfaction 

(Y1) 

The job itself (Y1.1) Have interesting job (Y1.1.1) 0,685 0,887 

Proud with the job (Y1.1.2) 0,646 

Payment (Y1.2) The salary is paid on time (Y1.2.1) 0,773 

The incentives are received based on the 0,664 
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work result (Y1.2.2) 

Promotion(Y1.3) The promotion is open for all employees 

(Y1.3.1) 

0,777 

Fair selection process (Y1.3.2) 0,777 

Supervision 

(Y1.4) 

Fair supervisor (Y1.4.1) 0,596 

The supervisor takes care the complaint 

(Y1.4.2) 

0,596 

Co-Workers(Y1.5) Having a good co-workers (Y1.5.1) 0,821 

Supportives co-worker (Y1.5.2) 0,714 

Employee 

performance

s(Y2) 

Work Quality 

(Y2.1) 

Doing the job carefully and precisely (Y2.1.1) 0,701 0,937 

Skills are matching with task and job that 

given by the company (Y2.1.2) 

0,572 

Work Quantity 

(Y2.2) 

Work achievement level is according the 

company’s expectation  (Y2.2.1) 

0,856 

The result is in accordance as its established 

(Y2.2.2) 

0,856 

Punctuality (Y2.3) To accomplish the job on time (Y2.3.1) 0,845 

To be able to solve the problem as soon as 

possible (Y2.3.2) 

0,893 

Work Effectiveness 

(Y2.4) 

To be able to stay focus while doing the job, 

even when the supervisor is not around 

(Y2.4.1) 

0,859 

To be able to determine and set the priorities 

effectively (Y2.4.2) 

0,859 

Independency(Y2.5) To be able to responsible about the job 

(Y2.5.1) 

0,790 

To be able to accomplish the job individually 

(Y2.5.2) 

0,617 

The desire to 

develop (Y2.6) 

Self-developing (Y2.6.1) 0,666 

To gain the better work achievement in the 

future (Y2.6.2) 

0,739 

Source : data processing 

4.   RESULT AND DISCUSSION 

Data Analysis Result: 

This research used loading factor value terms 0,50 for the significant reflective indicator in practically (Hair et al, 2006). 

The output of analysis about loading factor on this research has shown all the item has loading factor value <0,50, with 

p>0,05 or T-statistics above 1,96, so it adequates with the convergent validity. Table 2 showed that the composite 

reliability is good when it has value above 0,70. The value of composite reliability obtained in this research is above 0,70 

so it is qualified according to Nunnally (1978). 

The determination coefficient analysis (R2) is a standard of the accuracy for model prediction. The value of this effect is 

about 0 to 1. The value 1 is represented the full prediction accuracy (Hair et al, 2011; Henseler et al, 2009). Both 

compensation exogen variable and work environment showed that the R Square criteria is moderate. 

Table 2: Composite Reliability and R Square 

 

Variable 

Composite Reliability  

( > 0,60) 

R-Square Result 

R-Square Criteria* 

Compensation (X1) 0,931 0,605 Moderate 

Work environment (X2) 0,948 0,652 Moderate 

Job satisfaction (Y1) 0,926 - - 

Employee performance (Y2) 0,952 - - 

Information: *= Criteria Chin, (1998), Hair, et al. (2011), Henseler et al.(2009) 

Source : data processing 
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The information obtained on the table 3 can be figured out that all variables has AVE value above 0,5 and qualified to 

discriminant validity (Fornell & Larcker, 1981). Furthermore, it can be seen that the square root of average variance 

extracted (√AVE) value for each variables are mostly above the correlation coefficient value within variable 

Table 3: Value AVE and √AVE 

Variable AVE √AVE 
Correlation 

X1 X2 Y1 Y2 

Compensation (X1) 0,556 0,746 1,000 0,158 0,742 0,671 

Work environment (X2) 0,625 0,791 0,158 1,000 0,362 0,397 

Job satisfaction (Y1) 0,559 0,748 0,742 0,347 1,000 0,780 

Employee performance (Y2) 0,623 0,789 0,671 0,397 0,780 1,000 

Source : data processing 

The inner model evaluation result based on q-square predictive relevance obtained 0,863 or 86,3%. This value can be 

interpreted as the informations in the data is 86,3%. It can be explained through the model, the rest 13,7% explained by 

the error and other variables that is not contained on this research. The Q-Square predictive relevance value criteria 

categorized as relevant predictive if the q-square value >0, otherwise of the q-square value <0 means that the model is less 

relevant predictive. 

Hypothesis test 

Table 4 showed the result of hypothesis test that mentioned the whole received hypothesis. This test informed that the 

support towards H1 (T-Statistic > 1,96; β=0,705) mean the compensation has significant positive impact towards the job 

satisfaction. The work environment significantly has a positive impact towards the job satisfaction so H2 (T-Statistic > 

1,96; β=0,235) is supported. The compensation is found significantly with positive impact towards the employee 

performance so H3 (T-Statistic > 1,96; β=0,243) is accepted. The work environment significantly has a positive impact 

towards the employee performance so H4 (T-Statistic > 1,96; β=0,172) is accepted. The last hypothesis, H5 (T-Statistic > 

1,96; β=0,540) is accepted, shows job satisfaction in significant with positive impact towards employee performance. 

Table 4: The result of direct effect test 

Relations between Variable Path T-Statistic Hypothesis Information 

Compensation (X1) => Job satisfaction (Y1) 0,705 13,198 H1 Support 

Work environment (X2) => Job satisfaction (Y1) 0,235 3,441 H2 Support 

Compensation (X1) => employee performance (Y2) 0,243 2,276 H3 Support 

Work environment (X2) => employee performance (Y2) 0,172 2,265 H4 Support 

Job satisfaction (Y1) => employee performance (Y2) 0,540 4,413 H5 Support 

Source : data processing 

The role of mediation: 

Hair et al., (2010) has given the guidelines to check the role of variable mediation such as; (a) to check the direct impact 

of independent variable towards dependent variable to the model by involving the mediation variable. (b) To check the 

independent variable impact towards the dependent variable to the model without involving the mediation variable, (c) to 

check the independent variable impact towards mediation variable, (d) to check the mediation variable impact towards 

dependent variable. 

There is one variable, which mediated the compensation impact and work environment towards employee performance 

that is job satisfaction. Table 5 shows the result, significantly job satisfaction which act as partial mediation based on 

characteristics; independent variable impact towards the mediation variable (c) and the mediation variable impact towards 

the dependent variable (d) are significant, the direct independent variable impact towards the dependent to the model by 

involving the job satisfaction mediation variable (a) is significant, and direct independent variable impact towards the 

dependent without involving the job satisfaction mediation variable (b) is significant, so the job satisfaction variable has a 

role as partial mediation. 
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Table 5:  The recapitulation of result of the mediation variable tests 

Job Satisfaction Mediation Variable (a) (b) (c) (d) Information 

Compensation (X1) → Employee 

Performance (Y2) 

0,243 

(Sig) 

0,624 

(Sig) 

0,705 

(Sig) 

0,540 

(Sig) 

Partial 

Mediation 

Work Environment (X2) → Employee 

Performance (Y2) 

0,172 

(Sig) 

0,299 

(Sig) 

0,235 

(Sig) 

0,540 

(Sig) 

Partial 

Mediation 

Information: Significant (Sig) = T-statistic > 1.96 to α: 5% 

5.   DISCUSSION 

The whole hypotheses supported this research so it strengthen the result of the previous empirical studies. the 

compensation has been proved to have significant positive impact towards the job satisfaction is supported some previous 

various findings by Sopiah (2013), Yaseen (2013), Muguongo, et al. (2015), Salisu, et al. (2017) and Mabaso and Dlamini 

(2017). this result is also supported the findings by Muhammad, et al. (2015), Salunke (2015), Raziq and Maulabakhsh 

(2015), Chieze, et al. (2017), Agbozo, et al. (2017) and Bhanu and Babu (2018) which shown that work environment has 

direct impact towards job satisfaction. the compensation has been proved to have significant positive impact towards job 

satisfaction as it found by Hameed, et al. (2014), Njoroge and Kwasira (2015) and Aslam, et al. (2015). And so the 

previous findings by Mathews and Khann (2016), Lankeshwara (2016), Chandra and Priyono (2016) and Riyanto, et al. 

(2017) that work environment has positive significant impact towards the employee performance. And also the result of 

this research is supported the findings by Fadlallh (2015), Ndulue and Ekechukwu (2016) and Octaviannand, et al. (2017) 

which stated that the job satisfaction has significant positive impact towards employee performance. 

The role of mediation of job satisfaction is very important to create better performance. It is very important to consider 

how the compensation impact and work environment towards the job satisfaction to increase the performance to keep the 

employees. This result supported the previous findings by Widodo (2014), Baledi and Al. Saed (2017), Darma (2017) and 

Kusumadewi et al. (2018) which shown the job satisfaction has a mediation effect towards the compensation impact and 

work environment to the performance. 

Based on the hypotheses test result, then a result model can be drawn such as below: 

 

Information: (NS) = Non Significant, (S) = Significant 

Figure 1: Research Model Result 
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6.    CONCLUSIONS 

A number of important conclusion and also as the feedback for managerial decision. The job satisfaction is very important 

to be considered in the decision-making even though it has partially mediation effect to create a better performance. the 

work environment and compensation are important considerations. 

Limitations and future lines of research: 

A number of limitations can be pointed in this research such as; this research used limited sample on a company so the 

ability to generalize and validate the result is very limited. the next research is suggested to use some similar companies 

so it can explains the wider meaning. 
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APPENDIX - A 

Appendix A:  A picture of PLS process result 

 


