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ABSTRACT

This Grobogan Regency is one of Central Java districts with low PAD (Regional Original Income) compared to other
districts. It has resulted in the local government's low ability to provide benefits, so it is feared that it will affect civil
servants' work motivation, which in turn impacts their performance quality that is not optimal. This condition is also
worsened by several studies’ findings, which reported that the leader's role was not optimal in providing work motivation
to the civil servants in the Grobogan Regency. Therefore, this research is intended to identify the leadership role in
influencing civil servants' performance and compensation of 25 SKPDs (Local Government Units) mediated by
employee motivation. To measure the leadership variable, this research used a questionnaire from Hersey and Blanchard
, the compensation variable questionnaire was adopted from Wibowo, the performance variable was from Gomes , while
the motivation variable took the questionnaires from Mc Clelland. The analytical tool utilized was SEM with 140
samples. The analysis results revealed that leadership, compensation, and motivation influenced civil servants'
performance in Purwodadi Sub-district, Grobogan Regency. Leadership was also reported to impact civil servants' work
motivation, but compensation did not affect work motivation. Data analysis results also showed that the motivation
variable did not become a mediating variable, which indicated that leadership and compensation directly influenced
performance without going through employee’s work motivation.
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1. INTRODUCTION sanctions. Similar things were also reported by [3], who
researched at the Grobogan Regency Health Office. In

Civil Servants (PNS) is a state apparatus with an  her study, it was reported that employees who came to or

essential role of government agencies in any parts of the
cities and regions in Indonesia. On the other hand, civil
servants also function to provide quality services to the
public and other interested parties. However, civil
servants in the Grobogan Regency have not shown their
best performance, as reported by Suara Merdeka
newspaper at 2015, which uncovered the number of civil
servants in the Grobogan Regency who were absent
during working hours and left their work on purpose. In
the news, several civil servants were caught by raids held
by the Central Java Provincial officers and the Grobogan
Regency Public Order Enforcers (Satpol PP) in
Disciplinary Operations. The raids were aimed at
monitoring civil servants’ discipline and promoting
national disciplinary movements. Civil servants found
absent during working hours were then recorded by the
Badan Kepegawaian Daerah (Regional Civil Service
Agency) and returned to their respective agencies to get

left work not on time and did pointless things during
working hours were frequent occasions. Employees often
went out of the office during working hours for personal
needs because the leaders were also often absent from the
office. According to them, the leaders never took strict
action against the employees' behavior and did not set an
excellent example for his subordinates. This
phenomenon indicated that the employees’ performance
was not optimal due to less high motivation.

On the other hand, less optimal performance is also
influenced by less qualified leaders in managing their
organizations. It is in line with the opinions of [17], who
affirmed that one of the internal factors affecting
performance is motivation. Besides, [14] also asserted
that the motivation level was influenced by the factor of
the employers’ leadership style. Therefore, if the
employer's leadership style is considered adequate by the
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employee, it would increase employee motivation, and in
the end, it would improve employee performance. In line
with this, the research results from [7], [20], [32] have
proven that motivation positively and significantly
affected employee performance.

Moreover, [22] defined leadership as the process of
influencing or giving examples from the leaders to
followers to achieve organizational goals, which directly
affects employee performance. Thus, the way leaders
behave to direct and give examples to subordinates will
affect employees' performance. It is supported by several
studies, such as research from [1], [12], which disclosed
that it could increase motivation, performance, and job
satisfaction.

Further, employees’ less optimal performances are
also influenced by the appreciation given by the
company. When employees judge that their
appreciations, which are tangible or intangible, both
financial and non-financial, are considered reasonable in
the form of salary or wage, they will show good
performance. The same thing is stated by [25] that low
performance causes limited funds, limited facility
allowances, lack of effective management, and
ineffective leadership systems. [34] admitted that the
amount of compensation could affect employees’
motivation. It is in accordance with [30], who also
exposed that compensation significantly impacted
motivation.

In addition to facing unfavorable work behavior
problems from civil servants due to the lack of work
motivation, the Grobogan Regency Government also
encounters problems related to the ability to provide
allowances to civil servants. Grobogan Regency has PAD
(Regional Original Income) that is not too big compared
to other Central Java cities. This condition will
undoubtedly affect the allowance that will be obtained by
Grobogan Regency civil servants, and, in the end, it is
feared to cause a disparity between civil servants from
one region to another, thus impacting civil servants’
motivation and performance. Based on the lack of
optimism in the leadership’s roles and functions and the
lack of civil servants’ motivation and performance that
still need to be improved, supported by conditions in the
ability of the Grobogan Regency Government’s PAD to
provide appropriate benefits, this study was designed to
identify the influence of leadership and compensation on
civil servants’ performance with motivation as an
intervening variable.

This research is a modification of two previous
studies. The first study was conducted to examine the
influence of leadership, motivation, and work
environment on 48 employees of Regional Offices
Directorate General of State Assets of Suluttenggo and
North Maluku in Manado. The second research was
carried out to investigate the effect of leadership on 18
civil servants' performance in the Tagulandang Sub-
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district Office in Sitaro Regency. However, in this study,
the researchers replaced or changed some of the previous
research variables according to their needs.

Based on this background, the researchers wanted to
examine further whether leadership, compensation, and
motivation influence performance, with the research title
“Improving Civil Servants’ Performance: Evidence in the
Grobogan Regency, Indonesia.” The objectives to be
achieved in this study are: To examine compensation’s
effect on motivation, motivation’s effect on performance,
leadership’s effect on performance through motivation as
a mediating variable, and compensation’s effect on
performance through motivation as a mediating variable.

2. LITERATURE REVIEW
The Effect of Leadership on Motivation

Siagian [23] argues that leadership is a person’s
ability to influence others; in this case, his subordinates,
in such a way that they are willing to do the leader's will
even though personally, it may not be pleasing for them.
Besides, Terry [7] considers leadership an activity to
influence people to work willingly to achieve common
goals. It is stated that the situational leadership style is
leadership that focuses on suitability or effectiveness in
accordance with followers’ maturity concerning specific
tasks. The positive impacts of leadership in several
previous studies, including research by [1], [12] are as
follows: increasing work motivation, performance, and
job satisfaction.

Furthermore, the leadership of a leader in an agency
can influence one’s motivation. If a leader can direct and
guide his subordinates, employees will have high work
motivation to work actively. Conversely, if the leader
cannot direct and guide his subordinates, the employees’
work motivation will be low so that the employees do not
work hard and work actively. It is supported by [9] who
stated that motivation from the leader to subordinates is
essential. The research results from [3] also demonstrated
that leadership affected the National and Political Unity
Agency staff's work motivation in the South Kalimantan
Province. Another study conducted by [18] also showed
that leadership (transformational oriented leadership) had
a significant effect on work motivation (public service-
oriented motivation). Likewise, the research from
[2,8,35] confirmed leadership’s influence on employee
motivation. Based on previous studies, both conceptually
and empirically, the proposed hypothesis is as follows:

H1: Leadership has a positive and significant
influence on motivation.
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The Effect of Compensation on Motivation

Compensation is the result of the selling of human
resources for the company. The positive impacts of
compensation according to several studies, some of them
by [28,29,30] are as follow: able to improve working
motivation, able to improve performance, and able to
improve the working satisfaction.

The compensation given by an institution can
influence a person’s motivation. Fair and proper
compensation given to the employee would improve their
motivation to work harder and strive for their workloads.
On the contrary, if the compensation earned is not fair
and proper, the employee’s motivation would be low, so
they do not work actively and do the work less
enthusiastic.

Research conducted by [33] also proved that
compensation significantly affected working motivation.
Also, the research conducted by [4], [6], [10], [11], [16],
[27] proved that compensation had a significant effect on
working motivation. Based on the study upon prior
studies, either conceptually or empirically, a hypothesis
is proposed as follows:

H2: Compensation has a positive and significant
effect on motivation.

The Effect of Motivation on Performance

Usman [31] defines motivation as the employers’
means to make their employees work harder and smarter
as expected. The definition of motivation is stated by
Sopiah as a situation where a person’s effort and
determination are directed towards specific achievement
or goals. As [20] described, the positive impacts of
motivation in some previous research are improving
performance and working satisfaction.

Meanwhile, performance is the working output
achieved by a person due to his or her work behavior in
carrying out work activities. [19] specifies performance
as the output notes taken from either production or
specific works in a particular period. The performance
impacts are target achievement, employee loyalty,
training and development, promotion, positive behavior,
and organizational improvement.

Further, motivation can influence employee
performance in an institution. If a person has high
motivation, he or she will make a dedicated effort in the
work so that it results in high performance. In contrast, if
a person has a low motivation, he or she will not strive
for the work so that it ends up with a low working output.
This fact is supported by several studies, which suggested
that training and motivation would affect the
improvement of employee performances, as in research
by [5], [15], [17], [20], [24], [32], [36] . Based on the
study upon prior research, either conceptually or
empirically, a hypothesis was proposed as follows:
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H3: Motivation has a positive and significant effect
on performance.

The Effect of Leadership on Performance
throught Motivation as The Mediation Variable

A nurturing and superintended leader will lead his or
her employees to have high motivation to strive for their
work and have high performance. On the contrary, if a
leader fails to direct and guide, the employee will have
low motivation, which results in low working enthusiasm
and low performance. Such a statement is aligned with
the research result [26], which proved that leadership
affected performance through motivation. Based on the
study upon prior research, either conceptually or
empirically, a hypothesis was proposed as follows:

H4: Motivation has an effect as a mediation
variable between leadership and performance.

The Effect of Compensation on Performance
throught Motivation as The Mediation Variable

Proper and adequate compensation will make the
employee able to fulfill their living needs so that they
improve their motivation to work harder and diligently.
Thus, high performance can take place. On the contrary,
if the compensation earned is improper and insufficient,
the employee motivation will be low, causing them to be
unenthusiastic in working and low performance. A
similar fact is proven by the research carried out by
[13,21]. Based on the study upon prior research, either
conceptually or empirically, a hypothesis was proposed
as follows:

H5: Motivation has an effect as a mediation
variable between compensation and performance.

Based on the five research hypotheses, a research
model has been arranged, as illustrated in Figure 1.

LEADERSHIP
w =

COMPENSATION

Figure 1: Research model

3. METHODS

There were 140 employees in this research derived
from 25 SKPDs (Local Government Units) in Purwodadi
Sub-district, Grobogan Regency. The performance
instrument used was the instrument of Gomes (1995)
with eight question items, leadership instrument by

40



ATLANTIS

PRESS

Hersey and Blanchard (1982) with 13 question items,
compensation instrument by WIbowo (2011) with six
question items, and motivation instrument by Mc
Clelland with 20 question items. Meanwhile, the data
analysis employed was SEM (Structural Equation
Modeling).

4. RESULT & DISCUSSION
Result
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Figure 2: Relationship L, C,M and P

The validity and reliability test results revealed that
all the instruments used were reliable, while several
statistical validity tests fulfilled the standard. After the
SEM assumption was carried out, and the assumptions
were fulfilled, the next step was conducting a test
employing several validity indexes to measure the
proposed model. Based on figure 2 and table 1, it can be
seen that two values were in accordance with the
goodness of fit criteria, namely the aspect of CMIN/DF
and RMSEA. Therefore, overall, the model could be
considered as fit or suitable. Table 2 shows that based on
the significance value, it could be considered that
hypothesis 1 and hypothesis 2 were accepted. However,
hypothesis 3, stating that compensation has an effect on
motivation, was denied. In other words, leadership
affected motivation, and motivation influenced
performance. Nevertheless, compensation did not impact
motivation. The role of motivation as an intervening
variable (or not) can be seen in Table 3.

Table 1. Goodness Of Fit Index Result
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CFI >0,900 0,623 Not Fit

RMSEA <0,080 0,064 Fit

The-good.ness Cut of Results
of fit Indices value
X-Chi-Square | | 1053’702 1610,912 Not Fit
Probability > 0,050 0,000 Not Fit
CMIN/DF <2,000 1,567 Fit
GFI >0,900 0,697 Not Fit
AGFI >0,900 0,668 Not Fit
TLI >0,900 0,603 Not Fit

Based on Table 3, it indicated that hypothesis 4 and
hypothesis 5 were denied since the value of the indirect
effect was less than the value of the direct effect. It
denoted that the direct effect of compensation and
leadership towards performance was higher than the
indirect effect of compensation and leadership towards
performance. Therefore, the effect of leadership and
compensation on performance was not mediated by the
motivation variable.

Table 2. Regression Weight Result

No. Hypothesis C.R. P
1 Leadership = Motivation 2,213 0,004
2 Compensation = Motivation 1,579 0,114
3 Motivation - Performance 8,537 0,000
4 Leadership = Performance 2,068 0,039
5 Compensation = Performance 6,263 0,000

Table 3. Standardized Direct And Indirect Effects Result

Standardized Standardized
Direct Effect Indirect Effect

Mot Perf Mot Pert
Compensation 0,173 0,281 0,000 | 0,035

Leadership -0,075 0,458 0,000 | -
0,015
Motivation 0,000 0,203 0,000 | 0,000
Performance 0,000 0,000 0,000 | 0,000

Discussion

The validity and reliability test results revealed that
all the instruments used were reliable, while several
statistical validity tests fulfilled the standard. After the
SEM assumption was carried out, and the assumptions
were fulfilled, the next step was conducting a test
employing several validity indexes to measure the
proposed model. Based on Table 1, it can be seen that two
values were in accordance with the goodness of fit
criteria, namely the aspect of CMIN/DF and RMSEA.
Therefore, overall, the model could be considered as fit
or suitable. Table 2 shows that based on the significance
value, it could be considered that hypothesis 1 and
hypothesis 2 were accepted. However, hypothesis 3,
stating that compensation has an effect on motivation,
was denied. In other words, leadership affected
motivation, and motivation influenced performance.
Nevertheless, compensation did not impact motivation.
The role of motivation as an intervening variable (or not)
can be seen in Table 3.
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5. CONCLUSION

The research conclusions are a) leadership had an
effect on motivation, b) motivation impacted
performance, ¢) compensation did not have an influence
on motivation, and d) the motivation variable did not
mediate the effect of leadership and compensation on
performance.
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