
 

 

 

 

 

 

ISSN 2636-9168, e-ISSN 0128-2603 © 2021 Global Academy of Training & Research (GATR) Enterprise. All rights reserved. 

GATR Journal of Management and Marketing Review 

Journal homepage: http://gatrenterprise.com/GATRJournals/JMMR/vol6_2021_issue2.html 

J. Mgt. Mkt. Review 6(2) 110 – 116 (2021)  

The Mediating Role of Job Satisfaction in the Relationship between 
Compensation and Work Environment on Performance 

Ilzar Daud
*1

 and Nur Afifah
2
 

 

1,2 Management Study Program, Faculty of Economics and Business, 

Universitas Tanjungpura, 78124, Pontianak, West Kalimantan, Indonesia 

 

ABSTRACT 

 
Objective - The purpose of this study is to identify the relationship between compensation and work environment on 

performance through job satisfaction. 

Methodology/Technique - The population in this study is 150 employees from a State-Owned Bank. The sampling 

method uses census techniques so that the number of samples used is 150 employees. The research data was collected 

using a questionnaire, which is then analyzed using a path analysis technique (SPSS software) to examine the 

relationships among the constructs, which are: compensation, work environment, job satisfaction and performance. 

Findings –The results of this study indicate that compensation has a significant relationship between job satisfaction, 

and the work environment has a significant relationship on job satisfaction. The results also prove that compensation 

has no relationship on performance, work environment has a significant relationship on performance, and job 

satisfaction has a significant relationship on performance. The results of this study also indicate that as an indirect 

effect, compensation has a significant relationship on performance through job satisfaction and the work environment 

has a significant relationship on performance through job satisfaction. 

Novelty - Previous studies have been carried out in many western countries, raising doubts about generalizations in the 

same research results in developing countries such as Indonesia. Therefore, the novelty in this study is carried out in the 

context of developing countries, especially in State-Owned Banks in West Kalimantan, Indonesia. 
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_______________________________________________________________________________________ 

1. Introduction 

In the era of globalization, competition between organizations is increasing. Organizations compete to get 

the most out of their performance. A competitive work environment encourages an organization to continue 

to improve its performance. However, the performance of an organization comes from the performance of the 

employees themselves because human capital is the most important resource within an organization. 

Therefore, human capital is the key to organisational success. According to Onukwube (2012), employees 

who perform well will be supported by high job satisfaction in their work because job satisfaction is one of 

the main factors within an organization. 
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Several factors can influence employee performance, such as: compensation, work environment, and job 

satisfaction. According to Mathis and Jackson (2007), effort is made to increase compensation which is an 

important factor affecting why people work in an organization. Dessler (2010) states that ‘employee 

compensation refers to forms of payment for employees and comes from their work’. According to Mondy 

(2008), ‘compensation includes all gifts given to employees as a form of appreciation for their work’. The 

results of previous studies show that compensation affects performance (Hameed et. al., 2014; Teclemichael 

& Soeters, 2006).  

According to Terry (2006), the work environment refers to the forces that influence, either directly or 

indirectly, on the performance of an organization. The organization must ensure the factors that contribute 

employee’s performance are fulfilled optimally. One such factor is work environment. A comfortable work 

environment can lead to an increase in performance. It influences the way employees complete their work. 

Research conducted by Kiruja and Karanja (2013) proves that there is a relationship between work 

environment and employee performance; if work environment supports the work atmosphere, the employee's 

performance will increase. 

Job satisfaction can be achieved if individuals and aspects of the job support each other so that job 

satisfaction can be obtained from how individuals feel about their work. If an employee is satisfied with their 

job, performance can gradually become more productive. According to Robbins (2009), 'job satisfaction is 

the attitude that workers have about their job'. This is the result of their perception of their job. Research 

conducted by Javed et. al. (2014) proves that job satisfaction has an effect on employee performance.  

The explanation above shows that previous studies on compensation, work environment, job satisfaction 

and performance have occurred in many western countries, giving rise to doubts about the generalizability of 

research findings when applied in developing countries, such as Indonesia. Therefore, further studies 

regarding compensation, work environment, job satisfaction, and performance are very important for a 

developing country like Indonesia, particularly in respect of State-Owned Banks. 

2. Literature Review 

2.1 Compensation and Job Satisfaction 

Compensation is remuneration received by an employee as a result of performance in the organization in 

the form of salaries, wages, bonuses, incentives, and other forms of rewwward. Compensation is an important 

factor in increasing job satisfaction and retaining employees. According to Ibrahim and Boerhaneoddin 

(2010), compensation encourages employees to keep working for long periods of time. Results from previous 

research shows that there is a positive relationship between compensation and job satisfaction (Salisu et. al., 

2015). According to Mabaso and Dlamini (2017), compensation has a significant effect on employee job 

satisfaction. Based on the explanation above, the following hypothesis is proposed: 

 

H1: Compensation has a significant relationship with job satisfaction.  

2.2 Work Environment and Job Satisfaction  

According to Terry (2006), work environment can be defined as the factors that affect, either directly or 

indirectly, the performance of an organization or company. A good work environment will affect job 

satisfaction. A conducive work environment provides a sense of security and enables employees to perform 

optimally. The work environment can also affect employee emotions. If an employee enjoys the work 

environment where they work, then the employee will feel at home in their workplace to carry out activities 

so that work time is used effectively, and employee job satisfaction remains high. Research conducted by 

Agbozo et. al. (2017) found that the physical, social, and psychological work environment has a significant 

effect on employee job satisfaction. Based on the explanation above, the following hypothesis is proposed: 
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H2: Work environment has a significant relationship with job satisfaction. 

2.3 Compensation and Performance  

Compensation is a form of reward given to individuals for carrying out their work. Performance is an 

implementation of the plans that have been compiled. Performance implementation is carried out by human 

resources who have the ability, competence, motivation and interests to carry out the required tasks. 

According to Hameed et. al. (2014), and Teclemichael and Soeters (2006), compensation has an effect on 

performance. Based on the explanation above, the following hypothesis is proposed: 

 

H3: Compensation has a significant influence on performance.  

2.4 Work Environment and Performance  

A good work environment will provide personal comfort and can increase employee morale. In addition, 

employees will be more comfortable at work if the existing facilities are clean, quiet, air exchange is good, 

and the equipment is adequate and relatively modern. Based on research conducted by Kiruja and Kabare 

(2013), work environment is an important factor in employee performance. Based on the explanation above, 

the following hypothesis is proposed: 

 

H4: Work environment has a significant influence on performance.  

2.5 Job Satisfaction and Performance  

Job satisfaction refers to an employee’s attitude towards their job, which arises based on an assessment of 

the work situation. The assessment is carried out as a sense of appreciation in achieving one of the important 

values in the job. Satisfied employees are happy with the conditions of their employment (Robbins, 2009). 

    According to Robbins (2009), job satisfaction is ‘a general attitude towards a person's job which shows the 

difference between the number of awards received by workers and the amount they believe they should 

receive.’ Job satisfaction is an affective or emotional response to various aspects of a person's job and is not a 

single concept. A person can be relatively satisfied with one aspect of their job and dissatisfied with one or 

more other aspects. Researchers have also found that job satisfaction has a positive effect on employee work 

performance (Javed et. al., 2014), so it can be concluded that employees who have high job satisfaction will 

perform their job better. Based on the explanation above, the following hypothesis is proposed: 

 

H5: Job satisfaction has a significant influence on performance.  
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The following conceptual framework was developed based on the theoretical and empirical evidence:  

 

 

 

 

 

 

 

 

 

 

Figure 1. Conceptual Framework 

3. Research Methodology 

This research uses quantitative research methods with a survey research approach. According to Kerlinger 

and Lee (2000), survey research is research conducted on large and small populations. The population in this 

study is 150 employees of State-Owned Banks. The sampling method uses a census technique because all 

populations are sampled so the number of samples taken is 150 employees. The data is collected using a 

questionnaire. After the data was collected, it is analyzed using a path analysis technique (SPSS software) to 

examine the relationships among the constructs, which are: compensation, work environment, job satisfaction 

and performance.  

4. Results and Discussion 

Table 1. Reliability Test 

Variable 
Cronbach’s 

Alpha 
Conclusion 

Compensation 0,745 Good Reliability 

Work Environment 0,768 Good Reliability 

Job Satisfaction 0,857 Good Reliability 

Performance 0,884 Good Reliability 

 

Table 2. Regression Analysis First Substructure 

Coefficientsa  

Model 
Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

Compensation 

 

Work 

Environment 

 

Job 

Satisfaction 

Performance 
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Table 3. Regression Analysis Second Substructure 

 

 

 

 

 

 

 

 

 

 

Table 4. Direct Effect, Indirect Effect and Total Effect 

Path Direct Effect Indirect Effect Total Effect 

Compensation        Job 

Satisfaction 

(0,326) (0,326 

= 0,106 
- 0,106 

Work Environment         Job 

Satisfaction 

(0,458) (0,458) 

= 0,209 
- 0,209 

Compensation       

Performance 

(0,325) (0,325) 

= 0,105 
- 0,105 

Work Environment       

Performnce 

(0,148) (0,148) 

= 0,021 
- 0,021 

Job Satisfaction         

Performance 

(0,347) (0,347) 

= 0,120 
- 0,120 

Compensation       Job 

Satisfaction            

Performance 

(0,325) (0,325) 

= 0,105 

(0,326) (0,325) 

= 0,105 
0,210 

Work Environment       Job 

Satisfaction          

(0,148) (0,148) 

= 0,021 

(0,458)  (0,148) 

= 0,067  
0,088 

B 

Std. 

Error Beta 

1 (Constant) 3,476 3,657  ,764 ,273 

      

Compensation ,337 ,214 ,326 3,352 ,010 

Work Environment ,436 ,117 ,458 4,253 ,004 

a. Dependent Variable: Job Satisfaction 

Coefficientsa 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

2 (Constant) 23,831 5,217  3,841 ,000 

      

Compensation ,437 ,167 ,325 2,753 ,081 

Work Environment ,275 ,153 ,148 ,845 ,014 

Job Satisfaction ,367 ,157 ,347 2,353 ,005 

a. Dependent Variable: Performance 
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Performance 

 

The results show that in the first substructure, compensation had a significant relationship with job 

satisfaction, with a significance of 0.010. The results of this study support the results of research conducted 

by Salisu et. al., (2015) and Mabaso (2017). Work environment has a significant relationship with job 

satisfaction, with a significance of 0,004. The results of this study support the results of research conducted 

by Agbozo (2017).  

In the second substructure, the results show that compensation had no significant relationship with 

performance, with a significance of 0.081. The results of this study are not consistent with the results of 

research conducted by Hameed et. al. (2014) and Teclemichael and Soeters (2006).  

Work Environment has a significant relationship with performance, with a significance of 0.014. The 

results of this study are in line with previous studies conducted by Kiruja and Kabare (2013). Job satisfaction 

has a significant influence on performance, with a significance of 0.005. The results of this study are 

strengthened by several previous studies, such as research conducted by Javed et. al. (2014). The results of 

this study also indicate that job satisfaction mediates the relationship between compensation and 

performance, while the relationship between compensation and performance is mediated by job satisfaction. 

5. Conclusion 

The results show that in the first substructure, there is a significant relationship between compensation and 

job satisfaction, and a significant relationship between work environment and job satisfaction. In the second 

substructure, there is no significant relationship between compensation and performance. There is also a 

significant relationship between work environment and performance and a significant relationship between 

job satisfaction and performance. Furthermore, the results of this study also indicate that job satisfaction 

mediates the relationship between compensation and performance, while performance and compensation is 

mediated by job satisfaction. 

The results of this study indicate that in the context of State-Owned Banks, compensation and work 

environment have a strong effect on employee performance because compensation will provide high 

motivation for employees to complete their work, and a good work environment will support the completion 

of work to achieve organizational goals. In addition, a leader can also motivate employees to be more 

responsible for their work and at the same time create a sense of satisfaction at work which in turn will 

improve employee performance. 
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