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This study aims to examine the effect of compensation on
organizational commitment with job satisfaction as a mediating
variable. A quantitative method was used to obtain objective
empirical data, with respondents as many as 51 outsourced
employees (security) at PT XYZ. Data collection was carried out
through a questionnaire, then analyzed using the Partial Least
Squares Structural Equation Modeling (PLS-SEM) technique.
The results showed that compensation has a positive and
significant influence on organizational commitment. In addition,
job satisfaction was shown to significantly mediate the
relationship  between compensation and organizational
commitment. This suggests that adequate compensation can
increase job satisfaction, which in turn strengthens commitment
to the organization. These findings emphasize that companies
need to pay attention to the quality of compensation and
working conditions to maintain loyal and productive employees.
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INTRODUCTION

A common form of human resource management applied today is the outsourcing system,
where companies use labor from third parties without making them permanent employees. This system
is chosen for its flexibility in adjusting the number of workers according to operational needs, while
reducing administrative burdens and recruitment costs so that companies can focus on core business
activities. Despite its many benefits, outsourcing often faces the problem of low employee commitment,
which leads to high turnover and disrupts smooth operations and service quality. This condition requires
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companies to be more adaptive and agile in managing their workforce to remain competitive in the
global era.

One aspect that affects employees' work commitment is their perception of the compensation
received. When compensation is considered disproportionate to the workload and risks, the level of
commitment tends to decrease (Purwadiseni et al., 2021). Compensation that matches employee
expectations can encourage higher morale. Conversely, if compensation is seen as unfair, employees
can feel underappreciated and start considering looking for a better job elsewhere.

In addition, low organizational commitment can also be caused by the company's lack of
attention to job satisfaction. Job satisfaction is a form of positive emotional response that arises from
employees' evaluation of their experiences at work (Rosita, 2022). This level of satisfaction has an
impact on employee loyalty and loyalty. Employees who feel valued and comfortable with the work
environment tend to stay and show optimal performance.

In the relationship between compensation and work commitment, job satisfaction acts as a
mediating variable. This means that adequate compensation allows employees to fulfill their needs,
thus fostering a sense of satisfaction with work. This satisfaction then contributes to strengthening
commitment to the organization. Job satisfaction has a role as a partial mediator in the relationship
between compensation and organizational commitment because both direct and indirect effects have
proven significant (Romdlon et al., 2021). However, different results were found in research showing
that job satisfaction was unable to mediate the relationship between compensation and organizational
commitment (Martini & Susanto, 2024).

The subjects of this research are outsourced security employees of PT XYZ. The results of the
interviews showed problems related to the low level of commitment of outsourced security officers. A
number of employees are known to have chosen to resign or leave their jobs in less than one week,
without providing information or prior notice. The turnover data of outsourced security personnel at PT
XYZ during the period September 2023 to September 2024 is presented in the following table:

Table 1 PT XYZ Turnover Data

Total Employees Employees Total Turnover
Quarter Employees pOu)t/ plny Employees Rate
at Start at End

2023 Q3 20 3 3 20 5,26%
2023 Q4 57 1 38 57 1,61%
2024 Q1 57 2 3 58 10,00%
2024 Q2 58 7 11 62 12,28%
2024 Q3 62 16 5 51 27,59%

Source: Secondary data processed by researchers, 2024

Table 1 shows that the turnover rate of outsourced employees at PT XYZ experienced
significant fluctuations, with the highest rate recorded in the third quarter of 2024 at 27.59%. This high
turnover percentage reflects the weak emotional attachment of employees to the organization (Fadhilah
& Adiwati, 2022). Thus, these conditions indicate that outsourced employees at PT XYZ tend to have
low commitment to the company. This finding was also reinforced through the results of a pre-survey,
which showed that 70% of employees were willing to move if they got a job offer elsewhere, and 60%
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did not feel they had a strong emotional bond with the company. These facts further confirm the
existence of problems related to low organizational commitment among outsourced employees of PT
XYZ.

Strengthening commitment in employees can be influenced by the compensation policies
implemented by the company. Fair and competitive compensation is proven to increase employee
loyalty and attachment to the organization (Martini & Susanto, 2024). Based on the results of pre-
surveys and interviews, outsourced security at PT XYZ feels that the current compensation system is
inadequate. Employees' extra efforts at work have not been matched by proper incentives, and the
salary received is considered insufficient for their daily needs. In fact, the right compensation can
increase job satisfaction and motivate employees to achieve company targets.

Job satisfaction also plays an important role in shaping employee loyalty and loyalty to the
company. Employees who feel comfortable and satisfied with their jobs tend to stay longer and are able
to show optimal performance. The results of a pre-survey on PT XYZ's outsourced security showed that
60% of respondents assessed that communication between superiors and subordinates had not been
established effectively. In addition, as many as 80% of respondents stated that they did not feel proud
to be part of the company, which indicated that the level of job satisfaction was still relatively low.

The phenomenon of low organizational commitment in the outsourced security workforce of PT
XYZ needs attention because welfare, job security, and effective communication between superiors
and employees are very important to build a sense of belonging to the company. This research is
expected to be the basis for formulating policies that support the creation of a more stable and
productive work environment. In addition, the differences in the results of previous studies regarding
the relationship between compensation, job satisfaction, and organizational commitment in outsourcing
personnel indicate a research gap. Therefore, this study aims to comprehensively examine the effect
of compensation on organizational commitment, with job satisfaction as a mediating variable.

LITERATURE REVIEW

Compensation

Compensation is a form of reward given by the company to employees for their efforts and hard
work in achieving expected performance (Safrila & Oktiani, 2024). There are two commonly used forms
of compensation, namely direct compensation in the form of salary or cash payments, as well as indirect
compensation such as insurance and other non-cash benefits (Rothwell & Kazanas, 2020).
Compensation can be measured through several indicators, namely salary, benefits, incentives, and
facilities and infrastructure provided by the company to employees (Febriana & Kustini, 2022).
Job Satisfaction

Job satisfaction is a positive feeling that arises when employees enjoy their work, which is
reflected through work morale, discipline, and achievement, both in the work environment and life
outside work (Hagi & Swasti, 2024). The level of job satisfaction is influenced by financial factors and
social relationships in the work environment (Kustini et al., 2022). When job satisfaction is high, this can
increase employee commitment, encourage productivity, and strengthen the desire to remain in the
organization. Indicators for measuring job satisfaction include impressions of the job itself, the quality
of supervision from superiors, social relationships with coworkers, and promotion opportunities (Utomo
& Santoso, 2021).
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Organizational Commitment

Organizational commitment is defined as an attitude that shows employee loyalty to the
company and reflects ongoing involvement in supporting the progress and achievement of
organizational goals (Ainan et al., 2022). Employees with a high level of ongoing commitment will stay
in the organization, not simply because they want to, but because they feel there is a certain need or
responsibility to do so. According to Robbins, organizational commitment can be measured using
indicators of affective commitment, continuance commitment, and normative commitment (Akbar &
Sukarno, 2024).

RESEARCH FRAMEWORK

This framework illustrates how compensation affects organizational commitment, with job
satisfaction as a mediating factor in this relationship. The conceptual framework of the relationship
between variables in this study is as follows:

Job
Satisfaction

(2)

H2

Organizational
Commitment (Y)

Compensation
X)

Figure 1 Conceptual Framework

HYPOTHESIS

e H1: Compensation (X) has a positive and significant effect on Organizational Commitment (Y) to
security outsourcing at PT XYZ.

e H2: Job Satisfaction (Z) mediates the effect of Compensation (X) on Organizational Commitment
(Y) to security outsourcing at PT XYZ.

RESEARCH METHOD

This research is based on quantitative methods in order to obtain objective and measurable
data. The population in this study were all outsourced security employees of PT XYZ. The sampling
technique used the saturated sampling method. Where all members of the population are used as
samples in this study, namely 51 respondents. Data collection was carried out through the distribution
of closed questionnaires which were arranged based on indicators in the research variables. The
variable measurement scale used in this study is an ordinal scale with weighting techniques using a
Likert scale. The data analysis technique uses Structural Equation Modeling based on Partial Least
Squares (SEM-PLS). This technique is used to test the direct relationship between compensation and
organizational commitment, as well as to analyze the mediating role of job satisfaction in the relationship
model.
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RESULTS AND DISCUSSIONS

Characteristics of Respondents

The age distribution of outsourced security employees at PT XYZ is dominated by the 36—40
year old group (21 people), followed by those over 40 years (13 people), 31-35 years (8 people), 25—
30 years (6 people), and under 25 years (3 people). This pattern indicates that most employees are in
a mature age group, which suggests they already have relatively stable work experience and readiness
in carrying out security tasks.
Outer Model
Convergent Validity

Convergent validity can be assessed by looking at the loading factor and AVE (Average
Variance Extracted) values. Indicators are said to be valid in describing constructs if they have a loading
factor above 0.7, because this value is considered to meet ideal criteria (Yuhana et al., 2024). In
addition, the construct is also considered to have convergent validity if the AVE value reaches 0.50 or
more (J. Hair & Alamer, 2022).

Table 2 Loading Factor

Construct Compensation Organizational Job Satisfaction
(X) Commitment (Y) ()

X1.1 0,875

X1.2 0,859

X1.3 0,906

Y1.1 0,939

Y1.2 0,952

Y1.3 0,988

Z1.1 0.814
Z1.2 0.911
Z1.3 0.804

Source: Data Analyzed, 2025

Referring to Table 2, all indicators in each construct have a loading factor value that exceeds
the minimum threshold of 0.7. These results indicate that all indicators in this study are valid and suitable
for use in the next stage of analysis. The facility indicator (X1.3) occupies the highest position in forming
the compensation variable with a loading factor value of 0.906. Meanwhile, the loading factor value of
0.911 owned by the supervision indicator (Z1.2) shows that this indicator has the most dominant role in
shaping the job satisfaction variable. Then, the normative commitment indicator (Y1.3) is the most
prominent indicator in shaping the organizational commitment variable as reflected in the loading factor
value of 0.988.

Table 3 Average Variance Extracted (AVE)

Variable Average Variance Extracted (AVE)
Compensation (X) 0,775
Organizational Commitment (Y) 0,922
Job Satisfaction (Z) 0,713

Source: Data Analyzed, 2025
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Based on Table 3, all variables in this study have an AVE value above 0.5. This condition shows
that each construct is able to explain the variance of its constituent indicators well. Thus, all constructs
used in this research model can be declared valid.

Discriminant Validity

Discriminant validity is used to measure the extent to which a construct can be distinguished
from other constructs. This validity test is carried out through an analysis of the cross-loading value,
where each indicator should show the highest value in the intended construct compared to the value in
other constructs (J. Hair & Alamer, 2022).

Table 4 Cross-Loading

Construct Compensatio Organizational Job
n (X) Commitment (Y)  Satisfaction (Z)
X1.1 0,875 0,381 0,342
X1.2 0,859 0,308 0,246
X1.3 0,906 0,541 0,416
Y1.1 0,439 0,939 0,610
Y1.2 0,469 0,952 0,668
Y1.3 0,495 0,988 0,673
Z11 0,436 0,581 0,814
21.2 0,292 0,669 0,911
Z1.3 0,251 0,428 0,804

Source: Data Analyzed, 2025

The cross-loading value in the table above shows that all indicators have met the criteria for
discriminant validity. Indicators X1.1, X1.2, and X1.3 have cross-loading values of 0.875, 0.859, and
0.906, respectively, on the Compensation construct (X1), all of which are higher than their correlations
with other constructs. This indicates that the indicators accurately represent the compensation
construct. In the Organizational Commitment (Y) construct, indicators Y1.1, Y1.2, and Y1.3, show cross-
loading values of 0.940, 0.951, and 0.988. These values are the highest in the right construct, so all
three are considered valid in representing these variables. Meanwhile, in the Job Satisfaction (Z)
construct, indicators Z1.1, Z1.2, and Z1.3, show cross-loading values of 0.814, 0.911, and 0.803.
Because all of these values are greater than the correlation with other constructs, it can be concluded
that these indicators are valid in representing job satisfaction variables.
Reliability Test

Testing construct reliability refers to two measures, namely the composite reliability value and
Cronbach's alpha. A construct is declared reliable if its composite reliability value exceeds 0.7.
Meanwhile, Cronbach's alpha with a value above 0.6 is still considered feasible and reflects a fairly
good level of internal consistency (Yuhana et al., 2024).

Table 5 Composite Reliability dan Cronbach’s Alpha

. Cronbach’s Composite .
Variable Alpha Reliability Explanation

Compensation (X) 0,859 0,912 Reliable

Organizational 0,957 0,972 Reliable

Commitment (Y)
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. Cronbach’s Composite .
Expl
Variable Alpha Reliability xplanation
Job Satisfaction (Z) 0,800 0,881 Reliable

Source: Data Analyzed, 2025

Based on table 5, it can be seen that the constructs in all variables have a composite reliability
value of more than 0.7 and Cronbach's alpha above 0.6. This value reflects that the instrument used
has met reliability standards. Thus, this measuring instrument is considered consistent and reliable in
representing each construct.
Inner Model
R-Square Analysis

The use of the R-square value aims to see the extent to which the independent variable is able
to explain the variation that occurs in the dependent variable. The greater the R-square value obtained,
the stronger the model is in explaining the effect on the observed variables. However, it should be noted
that the addition of independent variables (regardless of their significance) can cause the R-square
value to increase automatically (J. F. Hair et al., 2020).

Table 6 R-Square

Variabel R-Square
Organizational Commitment (Y) 0,518
Job Satisfaction (Z) 0,156

Source: Data Analyzed, 2025

Based on the analysis results in the table above, the R-square value for the organizational
commitment variable is 0.518, which indicates that the model is included in the moderate category. This
means that about 51.8% of the variation in organizational commitment can be explained by the
compensation variable, while the rest is influenced by other factors outside the research model.
Meanwhile, for the job satisfaction variable, the R-square value is 0.156. This value indicates that the
model is in the weak category, with only 15.6% of the variation in job satisfaction explained by the
variables in the study. This means that there are still many other factors that have the potential to affect
job satisfaction but have not been included in this model.
Hypothesis Testing

Hypothesis testing generally looks at the path coefficients section, which consists of the original
sample (O), t-statistic, and p-value. Hypothesis testing in this study uses a one-way test (one-tailed).
So that the relationship is said to be significant if the t-statistic value> 1.645 and p-value <0.05 at the
5% significance level (Maliki & Rini, 2024). The following are pictures and tables of path analysis results
in this study:
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Figure 2 Path Coeficient (Bootstapping)

Table 7 Significance Value
Original T Statistics

Sample (O) (|O/STDEV]) P Values
Compensation (X) -> Organizational 0,261 1,931 0,027
Commitment (Y)
X (Kompensasi) -> Job Satisfaction (Z) 0227 2,825 0,002

-> Organizational Commitment (Y)
Source: Data Analyzed, 2025

The results of hypothesis testing show that compensation is proven to have a positive effect on
organizational commitment, with a path coefficient of 0.261. The t-statistic value reaches 1.931, which
crosses the threshold of 1.645 and the p-value is 0.027, which is smaller than 0.05. This indicates that
the relationship is statistically significant and the first hypothesis (H1) is accepted.

In addition, the analysis also shows that compensation mediated by job satisfaction has a
significant positive effect on organizational commitment. The path coefficient of 0.227 accompanied by
a t-statistic of 2.825 and a p-value of 0.002 confirms that this indirect relationship is significant. Thus,
job satisfaction is proven to be an effective mediator in strengthening the effect of compensation on
organizational commitment, so the second hypothesis (H2) is accepted.

Discussion
Compensation Affects Organizational Commitment

This study proves that compensation has a positive and significant effect on organizational
commitment in outsourced security employees at PT XYZ. The results of the loading factor analysis
show that indicator X1.3, namely facilities, is the most dominant component in forming the
compensation variable. This finding leads to the conclusion that the facilities provided by the company
are the form of compensation for which employees feel the most benefit. In working as outsourced
security personnel, work facilities have an important role because they support comfort and smoothness
in carrying out daily tasks (Alzhrani, 2020). When employees feel that their efforts are properly
appreciated, a sense of belonging to the company will grow, accompanied by a desire to stay and make
the best contribution (Akbar & Sukarno, 2024).
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Compensation Affects Organizational Commitment Through Job Satisfaction

The results of this study indicate that job satisfaction acts as a significant mediating variable in
the relationship between compensation and organizational commitment in outsourced security
employees at PT XYZ. The compensation provided by this company, such as salary, facilities, and
awards, plays an important role in increasing the job satisfaction of outsourced security employees.
When employees feel that the compensation received is appropriate and fair, they become more
satisfied with their work and work environment. This satisfaction is also influenced by supervisor support
and open communication within the organization.

Job satisfaction then strengthens the relationship between compensation and organizational
commitment. Satisfied employees tend to feel more comfortable and motivated to stay and make the
best contribution (Indarwati & Harsono, 2022). In addition to the material aspect, awards in the form of
certificates and gifts add to the sense of being valued which makes the emotional bond with the
company stronger. Thus, good compensation can encourage job satisfaction while increasing employee
commitment to the organization.

CONCLUSION

The results of the discussion and testing in this study conclude that compensation is proven to
have a positive and significant influence on organizational commitment. Work facilities as an indicator
of compensation are the most dominant element that shapes the level of employee commitment. In
addition, job satisfaction is also proven to act as a mediating variable in the relationship between
compensation and organizational commitment. Employees who feel satisfied with compensation,
especially related to work facilities and fair and supportive supervision, tend to show a higher level of
commitment to the company. Thus, the company is advised to continue to improve the quality of work
facilities and transparent communication. This is because complete and comfortable facilities and
communicative supervision greatly influence the satisfaction and commitment of outsourced security to
the company.
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