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ABSTRACT

This study aims to analyze the relationship between performance management and compensation
in increasing employee productivity at PT Si Cepat Ekspres Indonesia Panggungharjo Sewon
Bantul Branch. Good performance management and a fair compensation system play an important
role in increasing employee motivation and productivity. This study uses a quantitative approach
with the Full Sampling method, where all 31 employees of this branch are sampled. The data was
collected through surveys that measured employees' perceptions of performance management,
compensation, and work productivity. The results showed that performance management had a
significant positive influence on employee productivity (r = 0.712), while compensation also had
a significant effect with a correlation coefficient of 0.658. Multiple linear regression analysis
shows that performance management and compensation can explain 62% of the variability in
employee productivity. These findings confirm that effective management of performance
management and appropriate compensation can improve employee performance and productivity,
which in turn supports the achievement of company goals. Therefore, PT Si Cepat Ekspres
Indonesia is advised to strengthen performance management policies and compensation
management to increase overall employee productivity.
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INTRODUCTION

Performance management and compensation play an important role in increasing employee
productivity at PT Si Cepat Ekspres Indonesia. Fair and adequate compensation has proven to have
a significant influence on employee work productivity, with a contribution of 70.7% in the Sungai
TFull branch (Ahmad et al., 2023) and 57.2% at the Bintaro branch, South Tangerang (Banjal &
Haris, 2024). In addition, good compensation also plays a role in increasing job satisfaction and
motivation, as found in research at PT Laut Timur Utama (Nussy, 2023). However, the company
faces challenges related to high workloads, which can reduce employee productivity, as evidenced
in the Sungai TFull branch (Ahmad et al., 2023). Work discipline is also an important factor, with
a significant influence on employee performance at the Bintaro branch (Banjal & Haris, 2024). In
addition, effective compensation management is a challenge in itself, where the 3P scheme (Pay
for Position, Pay for Performance, Pay for Competence) can be a solution, as proven to increase
productivity at PT Pos Indonesia (Samoedra et al., 2021). Thus, proper management in managing
performance and compensation is indispensable to motivate employees and ensure productivity is
maintained.
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The purpose of this study is to analyze the relationship between performance management and
compensation in increasing employee productivity at PT Si Cepat Ekspres Indonesia
Panggungharjo Sewon Bantul Branch. This study aims to identify the extent to which performance
management factors, such as fair and effective compensation management, can affect the
performance and productivity of employees in the company. By analyzing the relationship between
these two variables, this study is expected to provide useful insights for the management of PT Si
Cepat Ekspres Indonesia in designing better policies to improve employee performance and
productivity, as well as support the achievement of the company's overall goals.

Research on performance management and compensation in improving employee productivity
in companies, such as PT Si Cepat Ekspres, has important significance both in theory and in
practice. Theoretically, this study enriches the literature on the relationship between compensation,
motivation, and employee performance. Several studies, such as at PT Si Cepat Ekspres, show that
fair and adequate compensation can improve employee performance by up to 57.2% (Banjal &
Haris, 2024), while compensation and motivation simultaneously prove to have a positive effect
on employee performance (Prianus et al., 2022). From a practical perspective, this study provides
guidance for companies to design more effective human resource management strategies, by
developing more competitive compensation policies and career development programs that can
improve employee morale and well-being, ultimately increasing productivity (Siddiqg, 2023). In
addition, a good work environment, along with proper compensation, is proven to increase
employee productivity, as shown by research at PT Asada Mitra Packindo (Saleh, 2021).

The limitations of this study focus on PT Si Cepat Ekspres Indonesia Panggungharjo Sewon
Bantul Branch, with the aim of analyzing the relationship between performance management,
compensation, and employee productivity in the branch. This study only involved employees in
the Panggungharjo Sewon Bantul branch, so the results could not be generalized to other branches
or similar companies outside the region. The methodological approach used in this study is
quantitative, with data collection techniques through surveys and statistical analysis to measure
variables that affect employee work productivity.

LITERATURE REVIEW
Performance Management

Performance management theory focuses on managing systems to improve
employee motivation and performance in an organization, using goal-setting theory,
expectation theory, and social exchange theory as a foundation. These theories help explain
how performance management can affect employee outcomes (Desha et al., 2023; Meng
et al., 2024; Pandey, 2024). In its implementation, an effective performance appraisal
model involves setting clear goals, constructive feedback, and fair and transparent
appraisals. Setting goals that align with the organization's mission as well as regular
feedback can improve employee performance (Meng et al., 2024; Pandey, 2024; Yasa et
al., 2024). Effective feedback is an important component, providing direction to employees
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to improve their shortcomings and pushing them to achieve higher goals (Deng et al., 2023;
Pandey, 2024; Terra et al., 2024). Objective and accurate performance measurement is also
urgently needed to prevent bias and support further employee development (Deng et al.,
2023; Gao et al., 2023). The implementation of a good performance management system
not only increases productivity, but also supports the achievement of the company's
strategic goals, as well as provides opportunities for skill and career development that can
increase employee job satisfaction (Obaid & Reeshi, 2023; Yasa et al., 2024).

Compensation Theory

Compensation is a form of compensation that employees receive in return for their
contributions to the organization, including financial and non-financial remuneration
designed to motivate and retain employees (Siddique & Vishwakarma, 2023; Sudiantini et
al., 2023; Varalakki, 2024). Salary, as a form of direct compensation, is a fixed payment
that is received at regular intervals and provides assurance for employees that they are paid
fairly according to industry standards (Siddiqui & Vishwakarma, 2023; Nikolakakis, 2021).
In addition, benefits that are indirect compensation include various benefits such as health
insurance and staff development, as well as facilities tailored to the employee's personal
needs (Siddiqui & Vishwakarma, 2023; Varalakshmi, 2024). Bonuses, which are awarded
based on employee performance, serve as an incentive to increase motivation and
productivity (Iwanussoleh et al., 2023; Kuya & Kalei, 2022; Zaqiyah et al., 2022).
Meanwhile, other incentives such as employee stock options and paid vacation aim to
retain employees in the long term by providing more personalized rewards according to
their position and seniority within the organization (Dereti¢ et al., 2023).

The Relationship between Performance Management and Compensation and
Employee Productivity

Effective performance management and compensation systems have an important
role in increasing employee productivity. A well-designed performance management
system, which includes clear goal setting, constructive feedback, fair performance
appraisals, and skill development opportunities, is proven to improve employee
performance (Pandey, 2024). The support and involvement of management and employees
is also very important in the success of this system. Therefore, organizations must invest
in the design and implementation of a performance management system that aligns with
the organization's goals to achieve optimal results. Meanwhile, a fair and competitive
compensation system also contributes significantly to employee productivity. Appropriate
compensation, not only covering salary, but also other benefits, can increase employee
motivation and dedication (Hanggono, 2024; Hapsari, 2023). Research shows that
performance-based compensation systems are more effective in increasing the motivation
and retention of high-performing employees compared to seniority-based systems
(Azzahra et al., 2024). As such, organizations need to develop a compensation system that
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is fair, transparent, and involves employees in the development and evaluation of the
system (Nwafili et al., 2023).

Method
Population and Sample

The population in this study is all employees of PT Si Cepat Ekspress Indonesia
Panggungharjo Sewon Bantul Branch which totals 31 people, according to the available employee
data. Considering that the number of employees in this branch is less than 100 people, the Full
Sampling method or Saturated Sample is used in this study, namely all members of the population
are used as research samples. The Full Sampling method is often used in studies with a population
of less than 100 people, where the entire population is used as a research sample, ensuring high
accuracy and avoiding sampling bias (Suryanti et al., 2022). The advantage is that the results of
the study are more accurate because no elements are missed, and the risk of bias from random
sample selection is minimized (Suryanti et al., 2022). However, the application of this method can
require more time and resources than other sampling methods (Suryanti et al., 2022) and is more
suitable for research that aims to get a complete picture of a small population (Suryanti et al.,
2022). Thus, the number of samples used in this study is 31 employees.

Types and Data Sources
The data used in this study consists of two types of data, namely:
1. Data Primer

Primary data is data obtained directly from the object of research, namely
employees of PT Si Cepat Ekspress Indonesia Panggungharjo Sewon Bantul Branch.
Primary data collection is carried out by distributing questionnaires to all samples to obtain
information about employee performance management, compensation, and productivity.

2. Data Seconds

Secondary data is obtained through literature studies, in the form of publications,
books, articles, and previous research that are relevant to the topics of performance
management, compensation, and employee productivity. This data is used as a theoretical
foundation and reference to support research.

Data Collection Techniques
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In this study, data collection is carried out through two approaches as follows:
1. Library Research

Literature studies are conducted to study theories related to performance
management, compensation, and employee productivity. The literature used as a reference
consists of books, scientific articles, and relevant previous research.

2. Field Research

Field research was carried out by distributing questionnaires to all employees of PT
Si Cepat Ekspress Indonesia Panggungharjo Sewon Bantul Branch which was a sample in
this study. The questionnaire is designed to collect data on employees' perceptions of
performance management, the compensation received, and their work productivity levels.

Test Research Instruments
1. Validity Test

The validity test of the instrument aims to ensure that the instrument can measure
the variables being studied appropriately, one of which is using factor analysis to correlate
the score of the item with the total score. Factor analysis simplifies related variables into
more manageable factors, as well as helps identify and remove irrelevant questions from
questionnaires (Alavi et al., 2023; Martini-Blanquel, 2024; Shrestha, 2021).

2. Reliability Test

Reliability tests with Cronbach's Alpha method were used to measure the internal
consistency of the research instruments, with accepted values typically ranging from 0.60
to 0.70. The use of Cronbach's Alpha focuses on measuring internal consistency, i.e. the
extent to which items in the test measure the same concept or construct (Raykov et al.,
2024; Tavakol & Dennick, 2011). This method is easy to calculate with statistical
applications and requires only one test administration (Timothy, 2017; The Dennick, 2011).

Research Results

This study aims to analyze the relationship between performance management and
compensation on employee productivity at PT Si Cepat Ekspres Indonesia Panggungharjo Sewon
Bantul Branch. Based on the data collected from employees in this branch, the results of the
analysis show that performance management and compensation have a significant influence on
employee productivity. This study uses statistical analysis techniques to measure the relationship
between these variables.

Data Description

The data used in this study was obtained from a questionnaire distributed to 31 employees
at PT Si Cepat Ekspres Indonesia Panggungharjo Sewon Bantul Branch. All employees involved
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in the study had filled out a questionnaire designed to gauge their perception of performance
management, the compensation received, and their level of work productivity.

Table 1. Respondent Description

Category Number of Respondents Percentage (%)
Gender
Man 20 64.5%
Woman 11 35.5%
Age
20-30 Years 15 48.4%
31-40 Years 13 41.9%
41-50 Years 3 9.7%
Last Education
High School/Vocational School 14 45.2%
Diploma 9 29.0%
Bachelor 8 25.8%

From the table above, the majority of respondents are men (64.5%) with an age range of 20-30
years (48.4%) and most of them have a high school/vocational education (45.2%).

Correlation Analysis

Correlation analysis was carried out to determine the relationship between performance
management, compensation, and employee productivity. Based on the results of the Pearson
correlation test, a significant relationship was found between performance management and
employee productivity, with a correlation value of 0.712 which indicates a strong positive
relationship. This shows that the better the performance management implemented in the company,
the higher the level of productivity achieved by employees.

Likewise, the relationship between compensation and employee productivity was also
significant, with a correlation value of 0.658, which suggests that adequate compensation has a
considerable influence on employee motivation and productivity. Fair pay and performance-based
incentives can encourage employees to work harder and more efficiently.

Table 2. Correlation Test Results

Variable Employe.e Correlation Coefficient  Signifikansi (p-
Productivity (r) value)
Performance 0.712 0.000 <0.05
Management
Compensation 0.658 0.001 <0.05
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The results of the correlation test showed that the p-value for both variables (performance
management and compensation) was less than 0.05, which indicates that the relationship between
the two variables and employee productivity is very significant.

Regression Analysis

Furthermore, a regression analysis was carried out to see the simultaneous influence of
performance management and compensation on employee productivity. Based on the results of
multiple linear regression tests, it was found that performance management and compensation
together can explain 62% of the variability in employee productivity. The results of the F test show
that the regression model used is significant with a p-value smaller than 0.05, which means that
performance management and compensation have a strong influence on employee productivity.

Table 3. Multiple Linear Regression Test Results

Independent Variables Regression Coefficient T-Statistics P-Value

Performance Management 0.365 4.12 0.000**
Compensation 0.402 3.98 0.000%**
Constant 0.512 2.11 0.046*

R-squared (R?) = 0.62
Signify Cover Model: p-value < 0.05

The regression results showed that performance management and compensation had a positive
effect on employee productivity, respectively, with regression coefficients of 0.365 and 0.402.
These two variables make a significant contribution in increasing productivity, which is reflected
in a very low p-value.

Descriptive Analysis

In addition to statistical analysis, descriptive analysis is also carried out to see an overview
of employee perceptions of performance management and the compensation received. Based on
the survey results, the majority of respondents assessed that the performance management
implemented at PT Si Cepat Ekspres Indonesia was quite good, with an average score of 3.8 (on a
scale of 1-5). Meanwhile, the level of satisfaction with the compensation provided stands at 3.6,
which indicates that while the compensation is adequate, there is still room for improvement in the
payroll and incentive system.

Table 4. Results of Descriptive Analysis

Variable Average Score Interpretation

Performance Management 3.8 Good
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Variable Average Score Interpretation

Compensation 3.6 Pretty Good

Employee Productivity 4.0 Tall

From the table above, it can be seen that most of the employees give a positive assessment of the
performance management implemented by the company, and also feel quite satisfied with the
compensation received.

Discussion

The results of this study show that there is a significant relationship between performance
management, compensation, and employee productivity at PT Si Cepat Ekspres Indonesia
Panggungharjo Sewon Bantul Branch. These findings confirm the results of previous research
showing that good performance management and fair compensation can increase employee
productivity (Banjal & Haris, 2024; Ahmad et al., 2023). In this study, performance management
and compensation were proven to have a strong influence on employee productivity with a
contribution of 62% of productivity variability, which is in line with the findings of the study which
showed that these two factors had a significant positive effect on employee performance in several
other companies such as PT Laut Timur Utama (Nussy, 2023).

This study found that the performance management factors applied at PT Si Cepat Ekspres
Indonesia have a strong influence on productivity. This is evidenced by the results of the
correlation test which shows a fairly high coefficient value between performance management and
employee productivity (r = 0.712), which shows that the better the performance management, the
higher the employee productivity. One of the reasons that may explain this relationship is the
importance of clear goal setting and constructive feedback in a performance management system.
As stated in the literature, effective feedback and clear goal setting can help employees to improve
their performance and achieve better results (Pandey, 2024; Meng et al., 2024).

In addition, compensation also has a significant relationship with employee productivity.
These findings are consistent with compensation theory which states that fair pay and
performance-based incentives can increase employee motivation and dedication to work harder
and more efficiently (Iwanussoleh et al., 2023). The results of the correlation test between
compensation and employee productivity (r = 0.658) show that adequate compensation plays an
important role in encouraging employees to increase their productivity. For example, performance-
based incentives, such as those implemented in some companies (Samoedra et al., 2021), have
proven to be effective in improving employee motivation and performance.

In this case, it is important for PT Si Cepat Ekspres Indonesia to pay attention to the
appropriateness between the compensation received by employees and their contributions.
Although the results of the descriptive analysis show that the majority of employees are quite
satisfied with the compensation received, there is potential for improvement in the payroll and
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incentive system. Improving the compensation system can further motivate employees to work
more optimally, according to research conducted by Siddiq (2023), which states that more
competitive compensation can encourage employees to increase their productivity.

In addition, the study also notes that performance management and compensation not only
have an impact on employee productivity, but also on their job satisfaction and well-being.
Research at PT Laut Timur Utama (Nussy, 2023) and PT Pos Indonesia (Samoedra et al., 2021)
shows that effective performance management and fair compensation can increase job satisfaction
and employee motivation, which in turn can have a positive impact on work productivity.

However, while there is a significant relationship between performance management,
compensation, and productivity, the study also identifies challenges associated with high
workloads, which can decrease productivity. This is in accordance with the findings of previous
research in the Sungai TFull branch (Ahmad et al., 2023), where a high workload can reduce
employee performance. Therefore, companies need to consider re-evaluating the workload
assigned to employees to ensure that they can work optimally without feeling overwhelmed. The
results of this study provide important insights for PT Si Cepat Ekspres Indonesia to improve their
performance management and compensation systems, in order to increase employee productivity.
By doing so, companies can design better policies, increase employee satisfaction and motivation,
and support the achievement of overall organizational goals.

Conclusion

This study shows that performance management and compensation have a significant
influence on employee productivity at PT Si Cepat Ekspres Indonesia Panggungharjo Sewon
Bantul Branch. The results of correlation and regression analysis revealed that both contributed by
62% in increasing employee productivity. Good performance management, with clear goal setting
and constructive feedback, as well as fair compensation and performance-based incentives, can be
proven to improve employee motivation and work efficiency. Although the majority of employees
feel quite satisfied with the compensation received, this study suggests that companies evaluate
payroll systems and incentives to further encourage productivity. This research provides important
insights for companies in designing more effective policies to improve employee performance,
which in turn can support the achievement of overall organizational goals.

Suggestion

Based on the results of this study, it is recommended that PT Si Cepat Ekspres Indonesia
Panggungharjo Sewon Bantul Branch continue to improve its performance management system
by providing more constructive feedback and setting clear and measurable goals for employees. In
addition, companies need to re-evaluate their existing compensation systems, taking into account
the provision of more competitive performance-based incentives, in order to better motivate
employees to increase their productivity. Improving a fair payroll system and rewarding
performance achievements is also expected to create a more positive work environment, reduce
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excessive workloads, and improve employee welfare and job satisfaction. Thus, companies can
achieve long-term goals more effectively and efficiently.

Implication

The implications of the results of this study show that effective performance management and fair
compensation have an important role in increasing employee productivity at PT Si Cepat Ekspres
Indonesia Panggungharjo Sewon Bantul Branch. The implementation of a clear and transparent
performance management system, as well as the provision of adequate compensation, will not only
increase employee motivation and job satisfaction, but will also have a positive impact on the
overall performance of the organization. In addition, the results of this study also provide insights
for other companies in the same industry to implement similar strategies to optimize their human
resources, improve operational efficiency, and strengthen competitiveness in the market.
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