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Abstract. In a competitive business arena, companies often face challenges in
keeping qualified and potential employees with them. Many companies face
situations where employees have the desire or intention to leave the company,
one of the reasons is dissatisfaction with the financial compensation they receive.
This study aims to re-investigate the relationship between financial compensation
and turnover intention, considering job satisfaction as an intermediary factor.
This study used a nonprobability sampling method with a census approach, with
58 respondents representing the entire population. To analyze the data, a Partial
Least Squares (PLS) approach was used with the help of SmartPLS software. The
results showed the following: 1) There is no significant influence between
financial compensation and intention to leave the job, 2) Financial compensation
has a positive impact on the level of job satisfaction, 3) Job satisfaction has a
positive relationship with intention to leave the job, and 4) Job satisfaction acts
as a mediator connecting the effect of financial compensation on intention to
leave the job.
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1 Introduction
1.1 A Subsection Sample

In a competitive business world, companies often face challenges in retaining qualified
and potential employees. One important indicator in this case is the level of turnover
intention, which is the intention or desire of employees to leave the company. A high
turnover intention rate can have a negative impact on organizational stability and
company productivity. Therefore, understanding the factors that influence turnover
intention, such as financial compensation, is very important.

According to [15] financial compensation is all income in the form of money, direct
or indirect goods received by employees in return for services provided to the company.
Financial compensation includes salaries, bonuses, incentives, allowances, and various
other forms of financial rewards received by employees in exchange for the work they
do. Meanwhile, according to [3], financial compensation is a form of compensation
paid in the form of money or services that they contribute to the company. Employees
who feel that their financial compensation is not proportional to their contribution and
effort may tend to have a higher turnover intention.
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According to [19], in addition to financial compensation, other factors including
employee job satisfaction, affect turnover rates. Job satisfaction is a subjective
evaluation made by employees about their jobs and working conditions in the company.
High levels of job satisfaction are usually positively associated with employee
productivity, retention, and performance. Conversely, low levels of job satisfaction are
often an indicator of turnover intention. According to [1], job satisfaction has a negative
and considerable impact on the intention to leave one's job. Low levels of employee job
satisfaction can have adverse effects on business, including lowering management
productivity, lowering coworker productivity, and lowering the effective use of
organizational resources.

With a deeper understanding of the role of job satisfaction as a mediator, companies
can identify more effective strategies in designing compensation and performance
management policies. This can help companies in their efforts to improve employee
retention and reduce turnover intention, which in turn can benefit productivity and
organizational stability. Previous studies on financial compensation and job satisfaction
on turnover intention are still limited, and some of them show varying results or have
differences with existing concepts or theories. Research that has been conducted by a
number of researchers, such as [21] and [16] which concluded the results that financial
compensation has a significant impact on turnover intention, but in contrast to research
conducted by [21], [18] and [17] concluded the results that financial compensation does
not have a significant impact on turnover intention.

When the financial compensation employees receive is perceived as inadequate or
not in line with their contributions, it can increase the desire to seek new employment
opportunities. An in-depth understanding of how financial compensation affects
turnover intentions is key in companies' efforts to retain a qualified workforce. Some
studies include [21] and [16] which concluded the results that financial compensation
has a significant impact on turnover intention. However, research conducted by [20],
[18] and [17] concluded that financial compensation does not have a significant impact
on turnover intention. With reference to the literature that has been researched and the
findings of previous studies, the following hypothesis is formulated H1: Financial
compensation has a positive influence on turnover intention.

Employees who feel that they are valued and financially compensated in proportion
to their contributions tend to be more satisfied with their jobs. Organizations need to
identify employee patterns, preferences, and expectations regarding financial
compensation to ensure that they can retain qualified employees, increase productivity,
and create a positive and satisfying work environment. Several studies conducted by
[4], [13], [5] and [11] concluded the results that financial compensation has a positive
influence on job satisfaction. With reference to the literature that has been researched
and the findings of previous studies, the following hypothesis is formulated H2:
Financial compensation has a positive influence on job satisfaction.

Employees who feel satisfied with their jobs tend to be more attached to the
organization and have lower intentions of moving to another company. They may feel
that their work meets expectations, and this can increase loyalty and dedication to the
organization. Several studies including [2], [14] and [7] concluded the results that job
satisfaction has a significant effect on turnover intention. In contrast to the research
conducted by and [6] which concluded the results that job satisfaction does not have a
significant impact on turnover intention. With reference to the literature that has been
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researched and the findings of previous research, the following hypothesis is
formulated H3: Job satisfaction has a positive influence on turnover intention.

Job satisfaction, which reflects the extent to which employees are satisfied and
happy with their jobs, is a key factor in understanding why financial compensation can
influence employees' desire to leave. A deeper understanding of the role of job
satisfaction in the context of this financial compensation influence helps organizations
to design appropriate and effective compensation strategies and maintain better
employee retention, which in turn can have a positive impact on the organization's long-
term performance and success. With reference to the researched literature and findings
from previous research, the following hypothesis is formulated H4: Job satisfaction
mediates the effect of financial compensation on turnover intention.

The above statement reveals the existence of a phenomenon and discrepancies in
research involving financial compensation, job satisfaction, and turnover intention.
This situation encourages researchers to reinvestigate the relationship between financial
compensation and turnover intention, with the presence of job satisfaction variables as
an intermediary element.

2 Research Method

The exogenous variable in this study is financial compensation, while the endogenous
variable in this study is turnover intention and the mediating variable is job satisfaction.
This research uses quantitative methods and the data used is primary data obtained and
collected directly from the source. The population studied in this study were all 58
employees who worked at Hand's Art Collection Garment Denpasar. The sample
selection method used in this study is nonprobability sampling method with saturated
sampling technique (census), with a sample size of 58 people from the entire
population. To obtain the research results, hypothesis testing was carried out using the
PLS approach with SmartPLS software. After testing the data and analyzing the results
by referring to related literature and research, the next step is to draw conclusions and
present some thoughts that can serve as guidelines and recommendations for future
research.

3 Results and Discussion

3.1 Convergent Validity Test Results

The hypotheses were examined through a two-stage approach, namely the use of
measurement models to assess the validity and reliability of the instruments, and the
use of structural models to test the formulated hypotheses. Moreover, in the
measurement model stage, the assessment involves evaluating the outer loadings,
average variance extracted (AVE), and composite reliability (CR). Outer loadings
should be > 0.4, AVE should be > 0.5, and CR should be > 0.7 ([9]). Information
regarding the convergent validity results is shown in Table 1.
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Table 1. Convergent Validity and Internal Consistency Reliability.
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Construct Item Code Lg;:?;g Cr(;ril;z;lzh’s CR AVE
CF CFl1.1 0.901 0.892 0.925 0.755
CF1.2 0.875
CF1.3 0.832
CFl1.4 0.866
JS JS1.1 0.808 0.865 0.903 0.651
JS1.2 0.840
JS1.3 0.739
JS1.4 0.806
JS1.5 0.838
TI TI1.1 0.852 0.911 0.934 0.739
TI1.2 0.836
TI1.3 0.800
TI1.4 0.893
TIL1.5 0.913

Source: Data Processed (2023)

3.2 Goodness of Fit (R?) Test Results

In this study, there are two constructs in focus, namely job satisfaction and turnover
intention. R2 indices of around 0.75, 0.50, and 0.20 indicate significant, moderate, and
low levels of relationship strength ([8]; [10]). Information regarding the R2 values for

these variable constructs is available in the attached Table 2.

Table 2. Goodness of Fit (R?) Test.

Construct R Square Criteria*
JS 0.588 moderate
TI 0.587 moderate

Source: Data Processed (2023)

The R? result of the job satisfaction variable shows 0.588, indicating a moderate
level of interrelationship of the financial compensation influence model. Likewise, the
value of the turnover intention variable reached 0.587, indicating that the relationship
between job satisfaction and financial compensation in this model also tends to be

moderate.
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3.3 Direct and Indirect Effect Test

After evaluation of the measurement model, the next step involves evaluation of the
structural model. This evaluation involves hypothesis testing which includes the
relationships between the constructs. To conduct this hypothesis testing, we used the
bootstrap method using 5000 bootstrap subsamples ([9]). The critical value used in the
one-tiled test is a t-value of 1.645, which corresponds to a significance level of 5%. The
summary results of the hypothesis testing can be found in Table 3.

Table 3. Summary of Hypotheses Testing.

. Std. Std. t- p- .
Hypothesis Path Beta Error value value Decision
Direct Effect
HI CF - TI 0.064 0.147 0.423 0.336 Not
Supported
H2 CF —JS 0.771 0.054 14202 0.000 Supported
H3 JS - TI 0.715 0.139 5.171 0.000 Supported
Indirect Effect
H4 CF _;IJ 5= 0553 0.122 4512 0.000 Supported

Source: Data Processed (2023)

The table above presents the results of direct and indirect effects on the variables
related in the research model. The first hypothesis test shows that reveal that the
financial compensation variable does not support the hypothesis, with a t-value of 0.423
and a p-value of 0.336. This implies that financial compensation has no impact on
turnover intention. When a company offers financial compensation that is competitive
and in line with industry or labor market standards, employees are likely to feel that
they are valued. This may reduce their tendency to look for other jobs that may offer
higher salaries. Employees who are satisfied with their compensation may be more
likely to stay with the company. This finding is similar to research conducted by [20],
[18] and [17] concluded the results that financial compensation does not have a
significant impact on turnover intention.

The second hypothesis test shows financial compensation indicates results that
support the hypothesis, with a t-value of 14.202 and a p-value of 0.000. This shows that
financial compensation affects job satisfaction. When employees feel that they are paid
according to their effort and performance, this can increase feelings of being valued,
which in turn affects the level of job satisfaction. Adequate financial compensation
helps employees meet their basic needs, such as paying bills, financing daily living, and
supporting their families. When employees feel that they have financial stability, they
tend to feel calmer and more satisfied, which reduces financial-related employee stress.
This finding is in line with research conducted by [4], [13], [S] and [11] concluded the
results that financial compensation has a positive influence on job satisfaction.
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The third hypothesis test shows job satisfaction, it was found that this variable
significantly supported the hypothesis in relation to turnover intention, with a t-value
of 5.171 and a p-value of 0.000. This implies that employee job satisfaction affects
turnover intention. When employees are satisfied with their jobs, they tend to be more
loyal, attached to the company, and have a sense of ownership of their work. This
reduces the desire to look for a new job or move to another company, as job satisfaction
creates loyalty, attachment, and comfort that make employees more likely to stay and
contribute positively to the company. In addition, job satisfaction can also reduce stress,
improve performance, and reduce employee replacement costs, all of which contribute
to reducing turnover intention. This finding is similar to research conducted by [2], [14]
and [7] concluded the results that job satisfaction has a significant effect on turnover
intention.

The fourth hypothesis test results show the job satisfaction variable is effective as a
mediator in mediating the effect of financial compensation on turnover intention, with
a t-value is 4.512 and p-value of 0.000. This implies that job satisfaction plays a pivotal
role in mediating the connection between turnover intention and financial
compensation. Recognizing employees with fair and sufficient financial rewards for
their dedication and contributions tends to boost job satisfaction. Increased job
satisfaction, in turn, diminishes the inclination of employees to seek new employment
or leave their current company, as they develop a greater sense of loyalty, attachment,
and belonging to their job and organization. Acting as a mediator, job satisfaction
elucidates why adequate financial compensation is associated with lower turnover
intention, attributing this relationship to the creation of emotional bonds and
attachments.

4 Conclusion

From the results of data analysis and empirical research conducted, the following
conclusions can be drawn: 1) There is no significant influence between financial
compensation and turnover intention. This implies that the direct impact of financial
compensation alone may not be the predominant factor affecting employees' intentions
to leave their positions. 2) Financial compensation has a positive impact on the level of
job satisfaction. Organizations should recognize that providing fair and adequate
financial rewards contributes positively to employees' overall satisfaction with their
work. 3) Job satisfaction has a positive relationship with turnover intention. It suggests
that higher job satisfaction is associated with a reduced likelihood of employees seeking
alternative employment or leaving the organization. 4) Job satisfaction acts as a
mediator in connecting the effect of financial compensation on turnover intention. This
implies that organizations should prioritize strategies that enhance job satisfaction,
considering it as a key factor in mitigating turnover intentions influenced by financial
compensation.

The conducted research has encountered limitations during the process. These
limitations may serve as guidance for future researchers exploring related topics. Two
main limitations of this study were identified. First, the limited sample size may
constrain the generalizability of the research findings to a larger population. Second,
incomplete data that were not included in the research sample could limit data analysis
and the conclusions that can be drawn.
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It is recommended that future research consider the inclusion of multiple companies

within a similar industry and make modifications to the research model by
incorporating or expanding upon additional indicators or variables. This will allow for
a broader and more comprehensive exploration of the subject matter.
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