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Abstract. Nowadays, taking care the welfare of the employee is very important in order 

to ensure them to hard work in achieve the organizational goal. The aim of the study is to 

establish the effect of compensation and benefits towards employee performance. The 

objective of this research is firstly, to evaluate the level of employee performance. 

Secondly, this research aims to examine the relationship between compensation and 

benefits towards employee performance. Lastly, determine the effect of the compensation 

and benefits towards employee performance. This research carried out at XYZ College. 

This study used the survey research method where 100 questionnaire were distributes 

among lectures of XYZ College with population of 100 lectures which make the sample 

is 80 respondents. The data collected were analysed and interpreted using the Statistical 

Package for Social Sciences (SPSS). Based on the result, it is found that the performance 

level of lecturers is at medium and high level. In addition, there is a positive correlation 

between compensation and employee performance. Moreover, the compensation and 

benefits also give a positive effect on employee performance. 
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1. Introduction 

Malaysian should aim to be in the top country in term of economy, citizen well-being and 

innovation by taking care of the employee welfare to increase their performance. The welfare 

for employee cannot be ignored. Some of the company are taking care of the employee well-

being by providing compensation and benefits in term of remuneration, allowance, promotion, 

and also incentive. The compensation and benefits is given based on employee performance. 

Employees’ compensation is all form of pay and rewards going to employee and arising from 

their employment [1]. While, the benefits is indirect financial and nonfinancial payments 

employees receive for continuing their employment with the company. Currently, 

compensation and benefit plays a significant role for the organization that aim to accomplish 

their objectives and goals. The poor compensation and benefits will lead to low performance 

and that will lead to low satisfaction level that will increase absenteeism in employee and the 

outcome will decrease [2]. 

Usually, the compensation and benefits will be given based on the employee 

performance. Performance-enhancing compensation practices are designed to increase 

employee productivity through greater accountability, while highlighting performance 

differentials across employees [3]. Employees are one of the organization valuable resources 

because an organization cannot be operating if there is no human being to manage and handle 

the whole operation process. However, the employee that was hired must have a good quality 

in order to make them as a valuable resource or the company assets. More and more 
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organization especially those in the service sector have attuned to the idea that there is not 

much point in employing people at all if you are not going to take steps to make them want to 

give their best for you [4].  

 

1.1  Research Background 

The organization's reward system can play a critical role in influencing employee 

performance [3]. The higher education institution play a significant role in developing skills, 

and increased economy, therefore, high quality staff is required [5]. There are different 

between compensation and benefits. Compensation is more to financial payment while benefit 

is non-financial form of value. The benefit is the addition of the payment of employee or 

compensation that provided. Compensation and benefits is a given because of employee 

contribution to organization. In order to make sure that they give the best service to the 

university, the academic organization must satisfy the need of the academic staff. The basic 

compensation and benefit that the lecturers of XVY College received are the remuneration, 

allowance, promotion, and also incentive. According to a study on work life balance of a 

career women shows that, motivations to work, demographic factors, marital status, number of 

hours per week, working overtime, management's commitment to improve Work Life 

Balance, time for personal wellbeing do not affect work life balance of female employees; 

instead, satisfactory compensation is a distinguishing factor influencing their work life balance 

[6]. Thus, this study conducted to analyse the effect of the compensation and benefits towards 

lecturers of XYZ College’s performance. 

 

1.2  Problem Statement 

For this study, compensation and benefit for the employee has it problem during the 

process. This is because, sometimes there are unfair compensation to the employee because of 

the bias of the manager. The allowances are not provided on fair criteria [2]. Besides, many 

employees do not understand about the compensation and benefits. Most of the employee 

thought that the compensation and benefits is only viewed as cash. Compensation and benefits 

is usually narrowed to cash and as result, employers only have a tunneled vision when it 

comes to the issues of compensation for their employees [7]. 

Prior research has sought to identify a “pay for performance” relationship in executive 

compensation, but discovered no clear link between presidential salaries and performance 

measures [8]. However, the poor compensation and benefits will lead to low performance, 

thus lead to low satisfaction level and increase absenteeism in employee and the outcome will 

decrease [2]. The organization that manage compensation and benefits of the employee poorly 

will decrease the motivation of the employee to work harder [9]. Ccompensation is very 

important for the performance of employees. Compensation pertains to all the extrinsic 

rewards employees receive in exchange for their work [10]. Whenever there is low level of 

employee satisfaction in any organization, the employees of that organization will 

intentionally leave that organization. The high level of employee turnover has negative impact 

to organization economy and social processes. The organization profitability and productivity 

will be reduced because of the employee turnover. 

 

1.3  Research Question 

1. What is the level of employee performance? 



2. What is the relationship of the compensation and benefits towards employee 

performance? 

3. How the compensation and benefits affect the employee performance? 

 

1.4  Objective 

The overall objective of this research is to analyze the compensation and benefits on the 

employee performance while, the specific objectives of this research are: 

1. To evaluate the level of employee performance. 

2. To examine the relationship between compensation and benefits towards employee 

performance. 

3. To determine the effect of compensation and benefits towards employee performance. 

 

1.5  Research Scope 

The population pools of this study are the lectures of XYZ College. The sample of this 

study is 80 respondents. This research was conducted in Sri Gading, Batu Pahat, Johor. The 

probability sampling is used in this research since the number of the population selected is 

known. This research was conducted by using the quantitative method. The questionnaire 

were distributed among the sample of population. 

 

1.6  Significant of research 

This study was conducted to obtain more information about the effect of compensation 

and benefits towards employee performance among XYZ College’s lecturers. This study is 

very important to the employee, academic institution and for the future research. The 

compensation and benefits is very important in increasing the employee motivation to perform 

well. This is because; it can improve the life of the employee and secure their life in the future. 

The employee will raise their performance so that they will get the bonus or promotion as the 

compensation and benefit.  

Besides, the good compensation and benefit plan will increase the retention engagement 

of the employee.  The employee turnover will be decrease and this will save the organization 

cost in recruiting new employee. To recruit the new employee, the organization will have to 

spend money in sending the new employee for training. In addition, this study also can be one 

of the reference sources to other researches who are interested to study the subject in deeper.  

2. Literature review  

2.1  Definition of Compensation 

For an organization to supervise compensation efficiently, the employer need to have a 

positive influence on the performance of its employee, and understand the various aspect of 

compensation as motivators that motivate employees and direct their behavior towards 

achieving organizational objectives [7].  

Generous reward retain employee and ultimately lead to job satisfaction, commitment 

and loyalty. Compensation is the reward that workers receive for their service or contribution 

to the organisation [11]. Meanwhile, the other author stated that compensation is a systematic 

approach to provide monetary value and other benefits to employees in exchange for their 

work and service [12].  

 



2.2   Definition of Benefits 

Employee benefit is defined as any form of reward provided by the organisation other 

than wages or salaries that is paid for in whole or in part by the employer [13]. The benefit 

also referred as indirect compensation because it is given to employees in the form of a plan 

(such as health Insurance, organization shares and retirement benefits) rather than cash [14].  

Employee benefit can be referred to the benefits that are provided to the employees in addition 

to their salary [15]. Benefit includes packages an employer practices to supplement the cash 

compensation that employees receive. In other hand, benefit comprises of health, income 

protection, savings and retirement program that provide security for employees and families 

[5]. 

Employee performance can be seen as an activity in which the individual can achieved the 

task assigned to it successfully, subject to the usual constraint of the reasonable use of 

available resources [16]. Employee performance will exchange the fate of the organization 

with the hard work and good performance that will increase the productivity, and indirectly, 

increase the profit. Therefore, as the retribution the employee should be reward. 

 

2.3  Different between Compensation and Benefits 

Compensation is one of the elements of reward that is provided by company [17]. 

Benefit is part of the compensation; however it will distinguish by the types of rewards that 

will be given. Usually, the compensation will be given as the monetary rewards while the 

benefits will be given as non-monetary reward. These two rewards also known as the direct 

compensation and indirect compensation. Employee compensation can be seen as all form of 

financial and significant benefit received by employees as part of the employment relationship 

[18]. Direct compensation can be like salary or wages while indirect compensation can be as 

welfare support facility [19].  

For this research, the compensation included are the remuneration and allowance while 

the benefits included are the promotion and incentive. This study was conducted at XYZ 

College which is education institution in government sector. There is a different between the 

government and private sector. The wages and salaries of local employees and the state are 

lower than private sector workers with earnings comparable determinant such as education 

[20]. However, the benefits such as pensions consist of sharing worker compensation in the 

public sector are better.  

 

2.4  Types of Compensation 

2.4.1  Remuneration 

The remunerations are the payment or rewards given to the individual for work that have 

been done [21]. Remuneration is including the salary and wages. Wages and salary are defined 

as the monthly payment that employers pay their employees for service rendered based on 

contractual agreement [22].When the administration paid remuneration in the reasonable time 

and fixing the salaries, the performance of the employees habitually growth [23]. Wages are 

the major and extremely significant motivational aspects that influence the employees’ 

performance in the organization [24]. The remuneration is a challenge for the Human 

Resource area because it would pursue trends [25]. This is because the salary and wages is not 

the only ways to retained talented employees in organization. Most of the employees are 

looking into job that is securing all of their welfare. 

 



2.4.2  Allowance 

    Employee allowances including pension, salary sick, insurance coverage, car companies 

and several other benefit [26]. It is the money that provided to an employee for a specific 

purpose. Allowance is a financial benefits other than the salaries offered to employees for 

specific purposes such as employee movements, financial support and employee engagement 

allowances [11]. The high allowance can engage their employee to still remain at the 

organization and give their devotion and show their loyalty. The long term employee expands 

more knowledge and expertise in doing their job based on the long experience. However in 

each country and profession the use of allowance is different.  There are country and 

profession that have allowance for certain job types, project, working hour or regime and 

location [27].   

 

2.5  Types of Benefits 

2.5.1 Promotion 

The promotion is the redemption of worker to higher class [28]. Promotion is the 

recognition of employee effort in the organization. Recognition is required in a social and 

organizational environment as a motivational tool to produce good results [29]. Promotion is 

likely important in increasing employee performance because the upwards movement of 

employee rank in the organization will increase the motivation of employee and their sense of 

responsibility. The employees in the high rank feel more pressure in increasing the 

organization performance. Besides, enrichment and promotion task consistently in an 

institution is the ultimate desire of every employee [30]. 

 

2.5.2  Incentive  

  Incentives are reward offered in addition to the basic wage or salary directly related to 

the performance [31]. Besides, incentives known as a performance-based compensation 

system that links employee compensation to the achievement of workers who works directly 

in the workplace [32].  The non-monetary incentive include the indirect payment of money in 

the form of tangible rewards such as gift cards, trophies, vacation trip, meal treats and so on 

[33]. The positive effect of incentives are used as a lead to show employees what organization 

wanted to accomplish and what they assess and prioritize as significant to their work [34]. 

Besides, incentives can be used as an effective tool to attract employee who are desirable, 

authoritative into the organization, because employee who appreciate this form of magnetism 

will be interested to work there rather than employee that only looking for steady benefits. 

 

2.6  Definition of Employee performance 

Employee performance is the successful completion of task, responsibilities or 

assignment by selected employee or group of employee based on a set of performance 

objective and indicator of efficiency and effective utilization of available resources [35]. 

Besides, employee performance can be seen as an activity in which the individual can 

achieved the task assigned to them successfully, subject to the usual constraint of the 

reasonable use of available resources [16]. Employee performance is the achievement of set of 

standards in terms of accuracy and completeness over a specified period of time [36]. 

Employee performance will exchange the fate of the organization. With the hard work and 

good performance in increase the productivity, indirectly the employee is increasing the profit 



 

2.7  Measurement of Employee Performance by their adaptive performance, contextual 

performance and task performance. 

The triachy model of employee performance has three dimensions which is adaptive 

performance, task performance and contextual performance [37]. As a component of overall 

employee performance, adaptive performance refers to the ability of the individual to change 

his behaviour to a new environment [38]. It is convenient that adjustment to changes in the 

environment take place at all levels in the organization, beginning with their employees [39]. 

 Meanwhile, the task performance requires more cognitive capabilities and is especially 

facilitated through task knowledge (knowledge or technical principle require to ensure work 

performance and ability to handle multiple task, job skills (applying technical knowledge to 

achieving task successfully without much supervision) and task habit (build-in ability to 

respond to assigned task that either simplify or block [40].  

Lastly, the contextual performance refer to activities that are not specific task or goals 

but that make individuals, teams and organization more effective and successful [41]. In 

addition, contextual performance includes collaborating and assisting other, voluntarily 

undertaking role activities, enduring with full enthusiasm and determination to successfully 

complete the task, defend organizational goals and comply with organizational policies even 

though this is inadequate. There is some evidence that contextual performance affects overall 

performance evaluation [42][43]. 

 

2.8  Research Framework 

 

 

Figure 1: Research Framework 

Based on Figure 1, remuneration, allowance, promotion and incentive are the elements 

in the compensation and benefits that will affect the employee performance such as adaptive 

performance, task performance and contextual performance. Thus, five hypotheses were 

formulated from the proposed model. 

H1a: There are significant relationship between compensation and benefits with employee 

performance. 

H1b: There a significant relationship between remuneration and employee performance. 

H1c: There a significant relationship between allowance and employee performance. 

H1d: There a significant relationship between incentive and employee performance. 

H1e: There a significant relationship between promotion and employee performance. 

3   Methodology 

Compensation and 

benefits 

-Remuneration 

-Allowance 

-Promotion 

-Incentive 

 

Employee 

performance 



3.1  Research Design 

The research design is an empirical study. The research were conducted based on 

descriptive and correlational study. This research were conducted using the survey design 

which is a non–experimental setting. 

 

3.2  Population and Sampling 

 

For this study, the target population is the lecture at XYZ College which has a total 

number of 100 lecturers. The total sample is 80 lecturers that were selected randomly. A good 

sample size depends on three key factors namely, the level of confidence desired, the margin 

of error and the variability of the population [44].  

 

3.2  Instrument 

 

       In this study, the researcher use quantitative research method to collect the data. 

Quantitative research method focuses on data collection from large number of consumers to 

obtain general cognition, objective method or research question phenomenon. This study used 

primary data and the main data collection technique used was structured questionnaire. The 

questionnaire used by the researcher as an instrument for the collection of data was divided by 

3 sections. The questionnaire contains 32 questions. Section A is about the demographic of the 

respondent. Section B is about the benchmark of employee performance this questionnaire is 

adopted from Pradhan & Jena [37]. While, section C measuring the compensation and benefits 

where the questionnaire is adapted from Feraro-Banta and Shaikh [2]. Section B and C was 

evaluated by using six-point Likert scale (1- Strongly disagree, 2- Disagree, 3- Somewhat 

disagree, 4- Somewhat agree, 5- Agree, 6- Strongly agree). Statistical Package for the Social 

Science (SPSS) was used to calculate the data obtained. This study utilized the quantitative 

methodology and follows a survey method design. The 100 questionnaires were distributed 

among the population and 86 were returned.  

 

3.3  Pilot test  

       Pilot study is the foundation of good research design [45]. A pilot test will be conducted 

before collecting the actual data in order to assess the reliability of the research instrument. 

The purpose of using pilot test is to test the validity and reliability of the research instrument. 

A pilot test is done before an actual study is conducted. The Cronbach alpha value (α) is a 

reliability coefficient that has positive relationship with each other. The closer Cronbach alpha 

value (α) is to 1, the greater the internal consistency of the item in the scale. The rule of thumb 

[46] as shown in table 3.4. 

 

Table 1: Rule Of Thumb for Cronbach Alpha Value 

Alpha Value, (Α) Level 

> 0.9 Excellent 

> 0.8 Good 

> 0.7 Acceptable 

> 0.6 Questionable 

> 0.5 Poor 

< 0.5 Unacceptable 

 (Source: George and Mallery, 2003) 



 

To complete the pilot test, a total 30 respondent were pick randomly to answer the 

prepared questionnaire. From the feedback received, the finding shown in the Table 3.2 which 

the alpha value is more than 0.941 for overall variable. The value shows that the alpha value 

obtained are excellent for this research. 

Table 2. Reliability Statistics for Measurement Scales 

Variables 
Cronbach’s 

Alpha (N=30) 

Cronbach’s Alpha 

Based On Standardized 

Item 

N of 

Item 

Compensation and benefits 0.963 0.965 20 

Employee performance 0.812 0.820 16 

Overall 0.941 0.934 36 

4. Findings and Data Analysis 

4.1  Analysis of Demographic  

Table 3. Demographic Information 

Demographic information 

(N =86) 
Frequency Percentage 

Gender 

Male   

Female  

 

51 

35 

 

59.3 

40.7 

Age  

Below 34 years old 

35 – 44 years old 

45 -54 years old 

55 years old and above 

 

 

30 

29 

22 

5 

 

 

34.9 

33.7 

25.6 

5.8 

Working hour 

6 -8 hour 

9 – 11 hour 

12 hours and above 

 

60 

24 

2 

 

69.8 

27.9 

2.3 

Wages  

Below 3,500 

RM3,600– RM6,500 

RM6,600-RM9,500 

RM9,600 and above 

 

17 

40 

16 

13 

 

19.8 

46.5 

18.6 

15.1 

Years of working  

Below 8 years 

9-16 years 

16-24 years  

25 years and above  

 

24 

35 

16 

11 

 

27.9 

40.7 

18.6 

12.8 

Qualification  

Degree  

Master  

 

28 

58 

 

32.6 

67.4 

 

 



Based on result obtained, the percentage of male respondent is higher with 51 

respondents (59.3%) compared to the female respondent which is 35 respondents (40.7%). 

Frequencies of the respondent’s age were divided into four categories which is from below 34 

years old to above 55 years old. Most of respondent age which is 34.9% is below 34 years old, 

while there are only 5.8 % of the respondent ages 55 years and above. Table 4.1 also shows 

that most of the respondents are working between 6-8 hours which contributes to 69.8% 

respondent. The least of the respondent is working for 12 hour and above which contributes 

only 2.3% respondent. There are 27.9% respondents have between 9 to11 working hour. 

Majority of the respondent which is 46.5% received the wages between RM3600-RM6500. 

Meanwhile, the least respondent receives wages in between RM9600 and above which is 

15.1%. Most of the respondents which is 40.7% of them works at the organization for between 

9 – 16 years, while there are only 12.8% of them have work for 25 years and above. For the 

academic qualification, most of the respondents are Master Degree holder which contributes to 

67.45% while only 32.6% of the respondents are graduated with Bachelor Degree. 

 

4.2  Descriptive analysis 

In descriptive analysis, this section involved analysis of mean level and standard 

deviation. Table 4.2 below shows the extent level for mean.  

 

Table 4. Extent Level of Mean 
Mean Score Range Level 

1.00-2.24 Low 

2.25-3.49 Average 

3.50-4.74 High 

4.75-6.00 Very High 

(Source: Tasmin & Woods, 2008) 

 

Table 5. Level of Employee Performance 

Level of employee performance Frequency Percent 

Average 40 46.5 

High 53.5 53.5 

Total 86 100.0 

 

Table 4.3 shows the level of employee performance at XYZ College. 46.5% of the 

employees have an average level of performance, while 53.5% of them are at a high level. 

This shows that most of the employees at KKTM have a high level of performance while there 

are no employees that have a low level and a very high level of performance at workplace.  

 

4.3  Normality 

Normality Analysis is used to determine whether the study population is normally 

distributed or not. The P value range more than 0.05 (5%) shows that the data is normally 

distributed and Pearson correlation test will be used. Conversely, abnormal data attribute to P 

value less than 0.05; Spearman correlation test will be used. There are two test commonly 

used in normality analysis which are Kolmogorov-Smirnov that used for large sample sizes of 

more than 50 respondents, while another test is Shapiro-Wilk Test which is more capable to be 

applied for the smaller sample size of less than 50 respondents. 

 



Table 6. Analysis for Normality Test 

 

Kolmogorov-Smirnova 

Statistic Df Sig. 

Remuneration .214 86 .000 

Allowance .181 86 .000 

Promotion .180 86 .000 

Incentives .181 86 .000 

Employee performance .082 86 .200* 

 

Table 4.4 shows that the P value of employee performance is 0.200. Therefore, 

Kolmogorov-Smirnov was used in this research where there are 86 respondents in this 

research. Since the result of the normality analysis in this research is normally distributed, 

Pearson correlation test were used. 

 

4.4  Bivariate Correlation Analysis  

The correlation coefficient is measures that determine the degree to which two variables’ 

movement are associated. Since the normality test results shows that the data are normally 

distributed, thus, Pearson Correlation Analysis is used to examine the relationship between 

compensation and benefits with employee performance.  

If the significant value at p is not more than 0.05, it indicates that two variables are 

statistically significant, whereas, the significance value at p more than 0.05, it shows that the 

two variables are not statistically significant. Table 4.5 shows the extent level of correlation.  

 

Table 7. The Extent Level of Correlation 
Extent Range 

Very Strong 0.91 to 1.00 / -0.91 to -1.00 

Strong 0.71 to 0.90 / -0.71 to -0.90 

Moderate 0.51 to 0.70 / -0.51 to -0.70 

Weak 0.31 to 0.50 / -0.31 to -0.50 

Very Weak 0.01 to 0.30 / -0.01 to -0.30 

No Relationship 0.00 

(Source: Bryman & Cramer, 2005) 

 

4.4.1  Correlation between Compensation and Benefits with Employee Performance 

 

Table 8. Correlation between Compensation and Benefits with Employee Performance 

Independent Variables Pearson Correlation 
Significant 

Value 

Compensation and benefits 0.317 0.003 

Remuneration 0.301 0.005 

Allowance 0.243 0.024 

Promotion 0.275 0.010 

Incentives  0.249 0.021 

 

Based on the result obtained from Table 4.6, it shows that compensation and benefits 

have a positive relationship with employee performance with a correlation value of 0.317. 

Further, the strength of the relationship is low. Additionally, the significant value is 0.003 

which is less than 0.05. This shows that these two variables are related.  



Meanwhile, the remuneration also have a positive correlation with employee 

performance with correlation value of 0.301 that show a low strength. The two variables also 

related with significant value of 0.005. 

Next, Table 4.6 shows that there is a positive relationship between allowance and 

employee performance with a correlation value of 0.243. The strength of the relationship of 

the two variable is weak. In addition, the significant value is 0.024 which is less than 0.05. 

This shows that these two variables are related. Moreover, there is a positive relationship 

between promotion and employee performance with a correlation value of 0.275. The strength 

of the relationship of the two variable is weak. In addition, the significant value is 0.010 which 

is less than 0.05. This shows that these two variables are related. Lastly, incentive shows the 

positive relationship employee performance with a correlation value of 0.249. The strength of 

the relationship of the two variable is weak. In addition, the significant value is 0.021 which is 

less than 0.05. This shows that these two variables are related.  

 

4.4  Regression Analysis 

4.4.1  Simple Linear Regression Analysis 

 

Table 9. Simple Linear Regression between Independent and Dependent Variable 

Variable  

Standardized 

Coefficients 

t Sig. Beta 

 (Constant)    

Compensation and benefits  0.317 3.058 0.003 

 

The table 4.7 shows the simple linear regression between independent and dependent 

variable in which the independent variable are compensation and benefits; dependent variable 

is overall employee performance. It is found that the independent variable: compensation and 

benefits (β = 0.317, p = 0.003) have a significant positive effect on employee performance. 

  

4.4.2  Multiple Regression Analysis 

 

Table 10.  Multiple Regression of Independent Variable on Dependent Variable 

R R Square 
Adjusted R 

Square 

Std. Error of the 

Estimate 
F Sig F 

.317 .100 .089 0.46848 9.354 0.003 

 

Table 4.8 shows F statistic for the final model is 9.354 with P-values of 0.003, which 

indicating a significant model. The significant model indicates that there are effect between 

independent variable with R=0.317. The variance in overall employee performance (R2 = 

0.100) and 8.9% of in real population (Adjusted R2 = 0.089). 

Based on the table, the most important piece of information is the R square. R square 

represents the total percentage of variance explained by compensation and benefits.  It was 

shown that the value of R square was only 10% thus, exhibiting the variables which are 

compensation and benefits are very low in effect the employee performance. 

 

 

 

 



  5. Discussions of Finding 
 

Table 11. Summary on the Level of Employee Performance 

Employee performance Level Frequency Percentage 

3.00 Average 40 46.5 

4.00 High 53.5 53.5 

 

The first objective of the research is to measure the level of employee performance 

among lecturer in XYZ College. Based on table 5.1 in general, majority the level of employee 

performance is high which is 53.5% while there are 46% employee have a high level of 

performance. However, there are no low and very high level of employee performance. 

Previous studies also mention that compensation is useful instrument for the management to 

contribute to organizational and can impact positively on the behaviour and productivity [5]. 

Table 12. Summary Results of the Hypotheses on Compensation and Benefits with  

Employee Performance. 

Hypotheses Correlation 
Significant 

Value 
Hypotheses 

H1 0.317 0.003 Accepted 

H2 0.301 0.005 Accepted 

H3 0.243 0.024 Accepted 

H4 0.275 0.010 Accepted 

H5 0.249 0.021 Accepted 

 

The second objective of this research is to identify the relationship of compensation and 

benefits with employee performance. Based on Table 5.2, the result shows the compensation 

and benefits with employee performance significantly related since the significant value is 

0.003 which is less than 0.050. Therefore this concludes that provided the compensation and 

benefits towards employee such as remuneration, allowance, promotion and incentive can lead 

to high level of performance. This is supported by Ju, Kong, Hussin, and Jusoff [47], where 

their finding suggested that both mandatory and positive relationship with organizational 

commitment and fringe benefits  were having a higher relationship as compare to mandatory 

benefits [47]. The hypothesis for allowance is accepted with significant value of 0.005. based 

on Monica Indrayanti and Willen J.F. Alfa [48] finding, they indicates that there are 

significant effect between compensation and benefits with employee performance [48].  The 

result also shows that there is relationship between promotions with employee performance 

with the significant value of 0.010. Ghaffari, Shah, Burgoyne, Nazri, and Salleh [49] state the 

promotion is an enhancement of the employee’s current position [49]. This is because, 

recognition is required in a social and organizational environment as a motivational tool to 

produce good results based on their research, they find that promotion is likely important in 

increasing employee performance because the upwards movement of employee rank in the 

organization will increase the motivation of employee and their sense of responsibility. The 

fifth hypothesis also shows the relationship with the employee performance with the 

significant value of 0.021. According to Oun [34], the positive effect of incentives are used as 

a lead to show employees what organization want to accomplish and what they assessment 

and prioritize as significant to their work and it is used as an effective tool to attract employee 

who are desirable, authoritative into the organization, because employee who appreciate this 



form of magnetism will be interesting to work there rather than employee that only looking for 

steady benefits [34]. Besides, incentives known as a performance-based compensation system 

that links employee compensation to the achievement of workers who works directly in the 

workplace [32]. 

The third objective is regression which shows that there are exist significant value and it 

is found that the independent variable: compensation and have a significant positive effect on 

employee performance. The performance of the employee can only increase if there is 

compensation and benefits that act as motivator. In order to boost the level of performance the 

organizational must plan the effective strategies for employee. The compensation and benefits 

can help to increase the level of performance but there are other factors that contribute more in 

increase the level of performance. There are low correlation and regression which means that 

the relationship between compensation and benefits and employee performance is very weak. 

This also means that compensation and benefits not only factor that influence performance. 

There are other main factor that more important. Organizational should focus on other factor 

besides of rewards such as supportive and caring environment and good working condition 

that allow employee to balance the personal and professional spheres [50]. 

6. Recommendation 

 
The organization need to develop and implemented strategies of provide the effective 

compensation and benefits to increase the level of employee performance. For example, adjust 

a real wage system in accordance with the established wage structure by process and evaluate 

the information from labour market and internal policies of the organization [51]. 
In addition, future studies should try to cover a larger geographical area and to compare 

the result received from different country and educational organization of different size. This 

will ensure a broad spectrum of respondent and show how the geographical location and size 

of an organization has an influence on employee level performance such as private sector of 

educational institution. 

 

7. Conclusion  
 

Employee performance is very important in contribute to the organizational 

success. In order to boost the level of performance the organizational must plan the 

effective strategies for employee. The compensation and benefits can help to increase 

the level of performance but there are other factor that contribute more in increase the 

level of performance. Organizational should focus on other factor besides of rewards 

such as supportive and caring environment and good working condition that allow 

employee to balance the personal and professional spheres [50]. 
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